PRICES, WAGES AND EMPLOYMENT

OVERALL PRICE CHANGES

The rate of increase in the general level of prices, measured in terms of the Colombo Consum-
ers’ Price Index (CCPI) computed by the Census & Statistics Department, was 8.4 per cent in 1994,
compared to a rise of 11.7 per cent in 1993. Thus, the annual average rate of price increase declined
to a single digit level in 1994 for the first time since 1987. The point to point increase of the Index
as at December (December 1994 over December 1993) was a low 4.2 per cent, compared to the
corresponding increase as at December 1993 which was 10.3 per cent. The Greater Colombo
Consumers’ Price Index (GCPI), which is an Index with wider geographic coverage than the
Colombo Consumers’ Price Index, registered an even lower annual average increase of 4.8 per cent
in 1994. This was a significant drop from the increase of 8.4 per cent registered by the GCPI in
1993. The Wholesale Price Index also registered a lower increase of 5.0 per cent in 1994 compared
with 7.6 per cent in 1993.

Prices in the food, clothing, fuel and light, and miscellaneous sub categories of the CCPI
increased at a slower rate in 1994 than in 1993. The reduction in administrative prices largely
contributed towards the slowing down in the rate of price increases in the food sub category to a
single digit level. The prices of bread, wheat flour and kerosene were reduced during the latter half

TABLE 1.40
Colombo Consumers’ Price Index (1952 = 100)
Annual Average Point to Point
Average Percentage Change Percentage Change
Index December | December
ITEM 1993 1994 1993 1994
over over over over
1993 1994 1992 1993 | December | December
1992 1993
All ltems 1,408.4 1,627.4 1.7 8.4 10.3 42
Commodity-wise
Food 1,519.4 1,654.1 1.2 8.9 10.0 3.6
Clothing 782.7 795.7 8.2 1.7 8.0 0.2
Fuel & Light 2,730.0 3,131.6 17.0 14.7 27.3 1.0
Rent 109.8 109.8 - - - -
Miscellaneous | 1 490.4 1,578.7 13.0 5.9 5.1 9.7

Sources : Department of Census and Statistics
Central Bank of Sri Lanka

of the year, while the import duties on some consumer items were either completely waived or
reduced. The moderation in the price increases of rice and the drop in prices of chillies and coconut
as well as the slowing down in price increases in the clothing and miscellaneous categories also
helped to contain the rate of inflation during the year. However, with a 19.6 per cent increase, the
Broad Money Supply continued to exert high demand pressure on the general price level.
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PRICES

Consumer Prices

The first four months of the year were characterised by a rapidly increasing trend in prices.
The usual moderation in prices during the period March to April, which coincides with the Maha
harvesting season, was not felt until May, as a result of the cultivation in Maha 1993/94 being
delayed by late monsoon rains. From May onwards, a clear decelerating trend in prices was
observed. This trend was reinforced when the administrative price reductions came into effect in
June. The impact on the CCPI of the price reductions in wheat flour, bread and kerosene was
substantial. If these price reductions had not been effected, the rate of price increase would have
been 10.1 per cent rather than the 8.4 per cent actually registered.

Food items, which have the largest weight in the Index (61.9 per cent), contributed towards
73 per cent of the total increase in the Index. The contribution of fuel and light, misceltaneous and
clothing categories to the overall price rise was 14 per cent, 12 per cent and 1 per cent, respectively.

Prices in the food category rose by 8.9 per cent on an annual average basis in 1994 compared
to 11.2 per cent in the preceding year. In May 1994, import duties on dried fish and lentils were
waived while duties on canned fish and sugar were reduced. The price of wheat flour was reduced
from Rs. 13.30 per kg. to Rs. 11.80 per kg. in July 1994 and as a result the price of bread fell from
Rs. 5.50 to Rs. 5.00 per 450 gm. loaf. Subsequent to the new Government assuming office, the
price of wheat flour was further reduced to Rs. 7.45 per kg. while the price of bread came down to
Rs. 3.50 per 450 gm. loaf. A favourable supply position helped to contain the prices of several
other major food items during the year. Paddy production in 1994 was estimated to have increased
when compared to the previous year. Consequently, rice prices remained almost unchanged when
compared with the average level of the previous year. The substitution effect of the reduction in
wheat flour and bread prices would also have had a dampening effect on rice prices. The price of
coconuts declined sharply following improved production, while the price of dried chillies was
depressed owing to the availability of imported stocks in the market. Sharp price increases were
recorded for vegetables, onions, fresh fish and potatoes during the year. However, the declines in
prices of bread, coconuts and dried chillies largely contributed towards the slowing down of the
overall rate of increase in prices of food items.

Prices in the fuel and light category rose by 14.7 per cent in 1994 compared to 17.0 per cent in
1993. Within this category, while the reduction in the price of kerosene from Rs. 11.80 per litre to
Rs. 9.50 per litre in late September had a dampening influence on prices during the last quarter of
the year, the continuous increase in the price of firewood from the middle of the previous year was
responsible for pushing up prices.

Prices in the clothing category displayed a slower growth of 1.7 per cent during the year
compared with 8.2 per cent in 1993. In the miscellaneous category, prices rose by 5.9 per cent, a
substantial reduction from the 13.0 per cent increase observed in the preceding year.

Greater Colombo Consumer Price Index

The Greater Colombo Consumers’ Price Index (GCPI) computed by the Department of Census
and Statistics is an Index with wider geographic and item coverage than the CCPI. Further, its
weights, which are based on the expenditure patterns of the bottom 40 per cent of households
(when ranked by expenditure) in the Greater Colombo area as revealed in a survey conducted in
1985/86, could be considered more up-to-date than the weights of the CCPL

In 1994, the GCPI showed a much lower increase than the CCPI. The annual average increase
of the Index for 1994 was 4.8 per cent compared with 8.4 per cent in 1993. On a point to point basis
(December 1994 over December 1993), the Index had increased by only 1.4 per cent. Food prices,
according to the GCPI, rose by 4.0 per cent during the year compared with 8.7 per cent in the
previous year. In the fuel & light category of the GCPI, prices rose by 17.0 per cent, a similar
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increase to that of the preceding year. The rise in prices in the clothing and footwear category at
3.9 per cent was considerably lower than the increase of 8.2 per cent registered in 1993. Increases
in prices in the categories of liquor, tobacco, betel and arecanut, personal care, health services,
household goods and services, and transport and communication at 8.2 per cent, 6.7 per cent and
0.5 per cent, respectively, were also lower than the increases displayed by these categories in the
previous year.

The differences in the weights of the two indices were responsible for the different rates of
increases in prices indicated by them during the year. In particular, items like vegetables and fish,
which. displayed price increases, have a lower weight in the GCPI than in the CCPI and this
resulted in the GCPI rising at a lower rate than the CCPL

TABLE 1.41
Greater Colombo Consumers’ Price Index
{(January to June 1989 = 100)

AVERAGE ANNUAL AVERAGE POINT TO POINT
INDEX PERCENTAGE CHANGES |PERCENTAGE CHANGES
. December | December
ITEM 1993 1994 1993 1994
over over over over
1993 1994 1992 1993 December { December
1992 1993
All ltems 164.8 172.6 8.4 4.8 6.9 1.4
Commodity Wise
Food & Drinks 172.2 179.1 8.7 4.0 6.6 -~
Liquor, Tobacco
and Betel & Arecanut 180.1 194.9 13.3 8.2 5.6 9.9
Housing 109.3 109.5 0.1 . 0.2 0.2 0.2
Fuel & Light 157.9 184.8 17.0 17.0 25.7 6.2
Clothing & Footwear 190.3 197.8 8.2 3.9 5.8 5.6
Personal Care and
Health Services,
Household Goods &
Services 154.9 165.3 8.3 6.7 7.5 6.0
Transport &
Communication 163.5 164.3 1.1 0.5 1.2 -
Miscellaneous © 134.3 149.3 2.9 11.6 4.6 16.0

Source: Department of Census & Statistics

Wholesale Price Index

The Wholesale Price Index (WPI) measures price movements at the primary market level. In
1994, the WPI rose by 5.0 per cent, which was lower than the 7.6 per cent increase recorded by the
Index in 1993. The decline in the prices of major export commodities, tea and coconut, largely
contributed to the deceleration in the rate of increase in prices experienced during the year. Prices
in the food sub group declined marginally during the year, while prices in the alcoholic drinks,
textiles and footwear, chemical and chemical products, and petroleum products too slowed down
when' compared with the increases recorded in the previous year. Sharp price increases were
registered in the non-metallic products, fuel and light and miscellaneous categories during the year.
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TABLE 1.42
Wholesale Price Index (1974 = 100)
f Annual Average Point to Point
Average Percentage Percentage
index Change Change
ltem , December | December
1993 1994 1993 1994
1993 1994 over over over over
1992 1993 December | December
1992 1993
ALL ITEMS 831.8 873.4 7.6 5.0 7.7 1.8
Commodity Wise
Food 770.4 760.4 7.0 -1.3 4.2 -4.3
Alcoholic Drinks 956.2 969.2 79 1.4 1.7 -
Textiles & Footwear 452.1 482.9 8.0 6.8 104 4.0
Paper Products 745.2 761.6 5.7 2.2 7.9 -0.1
Chemicals &

Chemical Products 542.2 550.4 21 1.5 -1.2 3.4
Petroleum Products 1,240.8 1,295.0 9.2 44 125 7.7
Non-Metallic

Products 1,566.8 1,896.1 155 21.0 20.1 14.3
Metal Products 659.1 698.2 12.0 59 16.5 0.1
Transport

Equipment 660.0 682.2 5.9 3.4 1.6 5.8
Electrical Appliances

& Supplies 635.4 691.8 5.3 8.9 9.4 10.2
Machinery 492.7 547.0 11.9 1.0 13.4 6.3
Fuel & Light 1,307.5 1,739.3 1.3 33.0 8.8 | 442
Miscellaneous 1,480.0 2,050.5 11.8 38.5 28.9 313

Sector Wise No.l
Domestic Group 737.6 833.6 5.8 13.0 9.8 8.6
Import Group 671.6 702.0 5.9 4.5 107 -5.8
Export Group 1,235.5 1,169.1 1.4 -5.4 29 -3.0
Sector Wise No. Il
Consumer Goods 814.3 818.8 7.0 0.6 4.5 16
Intermediate Goods 874.5 1,029.1 8.3 17.7 173 10.6
investment Goods 938.3 1,094.8 137 16.7 16.7 115

Source : Central Bank of Sri Lanka.

The sub index for food declined slightly by 1.3 per cent during the year. This is the most
important sub index of the WPL In the food category, however, price movements are strongly
influenced by changes in the prices of major export commodities under the food category like
tea, coconut and coconut products, which have a high weight in the Index. During the year, the
prices of all three elevational categories of tea decreased. The prices of coconuts dropped
sharply by over 20 per cent while the price of coconut oil decreased by almost 15 per cent. In
addition, the price of paddy in the open market also fell by a substantial 8 per cent, while the price
of wheat flour was reduced by 11 per cent. The price of dried chillies also dropped during the year.
These price declines more than offset the sharp price increases experienced in commodities like
fish, vegetables, potatoes and sugar and caused the sub index for food to decline during the year.
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The sub index for non-metallic products rose by 21.0 per cent in 1994, higher than the increase
of 15.5 per cent recorded in 1993. The escalation in prices of major construction materials like
cement and bricks contributed substantially to this increase.

Within the miscellaneous category, prices rose by as much as 38.5 per cent during the year
compared to 11.8 per cent in the preceding year. The increase in the auction price of rubber (RSS 1)
by over 40 per cent was largely responsible for the escalation in prices in this category.

Prices in the fuel and light group recorded a sharp increase of 33.0 per cent, largely due to the
sharp rise in the price of firewood. Prices in the electrical appliances and supplies category rose by
8.9 per cent, a sharper increase, when compared to the 5.5 per cent rise registered in the previous
year.

In the chemical and chemica! products category, prices rose by 1.5 per cent compared with a
2.1 per cent increase registered in the preceding year. Within this category, the prices of chemical
fertilizers like urea were reduced following the reintroduction of the fertilizer subsidy. Prices in the
petroleum products category rose by 4.4 per cent compared with an increase of 9.2 per cent in the
previous year. The reduction in the price of kerosene and diesel in the last quarter of 1994 had a
strong influence on the sub index. Prices in the alcoholic drinks, textile and footwear, paper
products and transport equipment categories rose by 1.4 per cent, 6.8 per cent, 2.2 per cent and 3.4
per cent, respectively. The increases registered in 1993 by these four categories were 7.9 per cent,
8.0 per cent, 5.7 per cent and 5.9 per cent respectively.

According to the end-use classification of the Index, prices in the domestic category rose by
13.0 per cent, a sharper increase when compared with the 5.8 per cent increase registered in the
previous year. Prices in the import category, which increased by 4.5 per cent in 1994, had displayed
a slightly higher rise in 1993. Prices in the export category dropped by 5.4 per cent in contrast to a
substantial 11.4 per cent increase recorded in 1993.

In the end-use classification, prices of consumer goods rose slightly by 0.6 per cent compared
with a 7.0 per cent rise in the previous year. Prices in the intermediate and investments categories
rose sharply by 17.7 per cent and 16.7 per cent, respectively. Increases in prices in these categories
in the previous year were lower at 8.3 per cent and 13.7 per cent, respectively.

WAGES

In 1994, the wages of government employees rose at a slower rate of 8.9 per cent when
compared to the previous year. In 1993, wages rose by 21.1 per cent following the implementation
of the new salary scales. The 8.9 per cent increase in wages in 1994 was just sufficient to compen-
sate for the rate of price increase experienced during the year. In the organised private sector, while
the overall wage rise slowed down and as a result, real wages deteriorated when compared to the
previous year, workers in services received a significant wage increase. Provisional data on the
unorganised sector disclosed that, while wages rose in nominal terms in all sectors, real wages
improved in almost all activities in paddy and coconut cultivation and in building construction.

Government Sector

In the government sector, the final phase of the 1993 salary revision was implemented in
January 1994. Under this phase, public officer who were earning an initial salary step of Rs. 3,000/-
or more as at December 1992, received the balance 50 per cent of the salary increase prescribed
under the 1993 new salaries. (The initial 50 per cent increase had been paid since January 1993 to
this category). Salaries of clerical and allied grades were revised upwards in August 1994 in order
to rectify anomalies in the salary structure. Salary scales for the middle level technical service was
also revised. In respect of minor employees, all grades earning an initial salary step of Rs. 23,160/-
per annum or less, were granted a salary increase of three incremental steps.

The movement of wages in the government sector is measured by the wage rate indices for
government sector employees. In nominal terms, the wage rate index for all central government
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TABLE 1.43

Wage Rate Index Numbers
(December 1978 = 100)
Percentage Change
1993 1994 1994 over 1993,
Nominal Real Nominal Real Nominal Reat
Wage Wage Wage Wage Wage Wage
Rate Rate Rate Rate Rate Rate
Index Index Index Index index Index
1. GovernmentEmployees
i. All Non-Executives 622.1 105.7 692.7 108.7 11.3 2.8
ii. Minor Employees 728.3 123.8 772.3 121.1 6.0 -2.2
ii. All Central Government
Employees 675.5 114.8 735.5 1154 8.9 0.5
iv. Gowvt. School Teachers 567.1 96.3 595.6 93.4 5.0 -3.0
2. Workers in Wages Boards
& Trades
i. Workers in Agriculture 803.8 136.6 821.5 128.8 2.2 5.7
ii. Workers in Industry &
Commerce 528.2 89.8 555.8 87.2 5.2 -29
iii. Workers in Services 365.8 62.2 4314 67.6 17.9 8.7
iv. Workers in Wages Boards & ‘
Trades 685.7 116.6 7124 111.7 39 -4.2

Sources : Department of Labour
Central Bank of Sri Lanka

employees grew by 8.9 per cent during 1994. Given the rate of price increase of 8.4 per cent in
1994, this represents a marginal improvement in real wages of 0.5 per cent. In 1993, however,
nominal wages grew sharply by 21.1 per cent and real wages by 8.3 per cent following the
implementation of the 1993 new salary scales. Nominal wage rate indices for all non-executive
officers rose by 11.3 per cent in 1994 while their real wages improved by 2.8 per cent. The
rectification of anomalies for clerical and allied grades and the middle level technical service in
August 1994 was responsible for the growth in wages of non-executive grades. In the previous
year, however, growth in nominal wages was much higher at 22.7 per cent while growth in real
wages was 9.5 per cent for this category. The wage rate index for minor employees grew by 6.0 per
cent in 1994, representing a real wage deterioration of 2.2 per cent. The wage rate index for
government school teachers rose by 5.0 per cent representing a real wage deterioration of 3.0 per
cent during the year.

Organised Private Sector

In 1994, wages for workers covered by Wages Boards grew by 3.9 per cent. This was much
lower than the 16.2 per cent growth experienced during 1993. Real wages for workers covered by
Wages Boards deteriorated by 4.2 per cent during 1994, whereas in the previous year, real wages
improved by 4.1 per cent. The slowing down in growth in wages for workers in Agriculture, which
dominates the Index, was the reason for the lower overall increase in wages for workers covered by
Wages Boards. Workers in Agriculture experienced a nominal wage growth of only 2.2 per cent in
1994 which represented a real wage deterioration of 5.7 per cent. In the previous year, wages for
workers in Agriculture grew substantially by 21.1 per cent in nominal terms, while real wages had
improved by 8.3 per cent. Wages for workers in State Plantations had remained stagnant since the
granting of the budgetary allowance of Rs. 12/- and the freezing of the Cost of Living Allowance
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payable to these workers on 01.01.1993. The wages of plantation workers have a considerable
weight in the Minimum Wage Rate Index for workers in Agriculture and the stagnation of their
wages was the main reason for the slowing down in wage increases in this category. However,
wages for workers in Services grew very sharply during the year by 17.9 per cent in nominal terms
while their real wages improved by 8.7 per cent. In 1993, wages for these workers had remained
stagnant in nominal terms and real wages had deteriorated by 10.6 per cent. The growth of wages
for workers in Industry and Commerce at 5.2 per cent in 1994, was higher than the growth
registered in the preceding year (3.4 per cent). However, this represents a real wage deterioration of
2.9 per cent for 1994.

Minimum wages for workers in the Nursing Homes, Textile Manufacturing and Motor Trans-
port Trade categories were revised upwards in 1994.

Unorganised Sector

Under the Country-wide Data Collection System, information on daily wages in the unorgan-
ised sector are obtained from around 100 centres spread across the country except in the Northem
province. These wages are in respect of different activities in paddy cultivation, smallholder culti-
vation of tea, rubber and coconut and building construction activities.

In 1994, nominal wages grew in the unorganised sector for all activities. In paddy cultivation,
the rates of growth varied between 8 to 17 per cent. Real wages improved in almost all activities. In
coconut cultivation too, nominal wages grew substantially, while real wages improved for almost
all activities. In comparison, growth in wages in tea and rubber cultivation was relatively slow with
real wages deteriorating in several activities. In building construction activities, nominal wages
increased at rates ranging between 10 to 11 per cent for all categories of labour. Given the rate of
price increase of 8.4 per cent, this represents an improvement in real wages.

EMPLOYMENT

According to the Annual Employment Survey conducted by the Central Bank, the total
employment in the public sector, which includes the government and the semi-government sectors,
is estimated to be around 1.32 million as at end 1994. This was an increase of 2 per cent over the
previous year.

Employment in government institutions, consisting of the Central Government, Ministries and
Departments as well as Provincial Councils and Local Authorities, was estimated to be 699,898 as
at end 1994, registering an increase of 3.5 per cent over 1993. The increase was largely reflected in
the category of doctors and health personnel and in the category of clerical and related workers
which showed increases of 8 per cent and 6 per cent, respectively over the previous year. The
service workers category, consisting of mainly defence personnel, increased by 4 per cent. Employ-
ment in Semi-Government Institutions including Public Corporations, Statutory Boards and
Government Owned Business Undertakings and State Banks rose by a marginal 1 per cent during
1994. The increase in the categories of clerical and related workers and professional, technical and
related workers by 5 per cent and 4 per cent, respectively, was responsible for this increase.

According to the occupational classification, the largest single group of employees in the
public sector is manual workers which accounted for 36 per cent of total public sector employment.
This share, however, has shown a declining trend over the past few years, which was largely the
outcome of the decline in the labour category in the plantation sector.

Time series data on employment in the organized private sector are scanty. Therefore, indica-
tors such as employees registered in provident funds are used to assess the employment in the
formal private sector. The number of employees registered with the approved provident funds
showed a slight increase of 1 per cent in 1994. Employees registered with the Employees® Provi-
dent Fund rose by 6 per cent in 1993. There are indications that this increasing trend would have
continued in 1994 considering the satisfactory economic growth realised during the year.
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TABLE 1.44
Public Sector Employment

Sub Sector 1992 1993 1994
1. Central Government, Provincial Councils &
Local Authorities 653,959 676,483 699,898
2. Semi Government Institutions 637,271 618,794 625,266
Total 1,291,230 1,295,277 1,325,164

Source: Central Bank of Sri Lanka.

The Board of Investment of Sri Lanka (BOI) provided employment for 134,572 persons at the
end of 1994, recording an increase of 10 per cent when compared with 1993. Around 43 per cent of
the employment in these enterprises were in the Katunayake Export Processing Zone. The
Biyagama and Koggala Export Processing Zones provided employment for 16 per cent and 4 per
cent of the total employed in BOI enterprises.

The estimates based on the Quarterly Survey on Labour Force conducted by the Department of
Census and Statistics in 1994 revealed that about one hundred thousand persons have obtained
employment during the 12-month period ended April, 1994. Employment generated in the Manu-
facturing Sector was about fifty thousand while approximately two hundred and ten thousand
persons obtained employment in the services sector during the period under review. Within manu-
facturing, labour absorption was particularly high in the textile and garment sub sector. Labour
absorption in 1994 was relatively low in the agriculture sector, where approximately 41 per cent of
the labour force is currently employed.

TABLE 1.45
Labour Force and Employment 1990 - 1994*

(in million persons)

item 1990 1991 1992 1993 1994
Totai Labour Force 6.00 5.83 5.8 6.08 6.17
Total Employed 5.03 4.94 4.85 5.26 5.36

By Economic Sector
Agriculture, Fisheries & Mining & Quarrying 2.49 2.23 2.01 2.45 2.23

Manufacturing & Utilities 0.60 0.64 0.67 0.70 0.75

Construction 0.23 0.20 0.26 0.20 0.26

Services 1.71 1.87 1.91 1.91 2.12
* Excluding Northern and Eastern Provinces. Source: Quarterly Labour Force Survey,

Dept. of Census and Statistics.

The increasing trend observed in migration for employment abroad in the past few years
continued in 1994. An Airport Survey conducted by the Sri Lanka Foreign Employment Bureau
(SLFEB) disclosed that, in 1994, a total of 131,863 persons had secured employment through
licensed agencies, the SLFEB and other channels. This was an increase of 2 per cent over employ-
ment secured abroad in 1993. '

With regard to labour relations, an increase in labour disputes over the demands of workers
both in the public and the private sectors was observed in 1994. There were 233 strikes in the
country during the year under review. During the last quarter of the year, 123 strikes were reported,
of which 100 were settled with the mediation of the Ministry of Labour and Vocational Training
and the relevant Ministries. Only 23 strikes remained unsettled as at end of 1994.
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