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7. POPULATION, LABOUR FORCE AND EMPLOYMENT

7.1 Population

Sri Lanka is one of the few Asian countries which
has reached an advanced phase of demographic transi-
tion in a comparatively short period and at a relatively low
per capita income level. Sri Lanka had a total population
of less than two and a half million when the first census
was conducted in 1871. After a century, the Census of
1971 revealed a total population of more than twelve and
a half million, indicating an increase of ten million people
over a century. While it took fifty years for the first dou-
bling of the population from the 1871 level, the second
doubling had taken only about thirty five years. In the
period prior to 1946, the demographic conditions in the
country were characterised by both high mortality and
high birth rates. The eradication of malaria after the mid
1940’s had a remarkable impact on the mortality rates ex-
perienced in the second phase (1946-1960) of the demo-
graphic transition. This period was characterised by rap-
idly falling mortality rates and relatively high birth rates.
It was not until the 1960’s that the crude birth rate started
to decline continuously with an appreciable trend up to
the 1990’s. A distinct declining trend in population growth
has become evident since 1971.

The population of Sri Lanka grew at an annual rate of
1.3 per cent during the period 1990-1995 and 1.1 per cent
in 1996. The mid year population in 1996 is estimated at
18.3 million, which is about the same as in Australia. The
life expectancy at birth has now reached 73 years.

According to available projections, Sri Lanka’s popu-
lation is expected to grow annualy by around 1 per cent
during the next five years. The labour force will grow by
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TABLE 7.1
Basic Indicators of Population
Year Population Annual Crude Crude Life
(’000}) Rate Birth Death Expectancy

of Growth Rate Rate . at Birth
(%) (Per '000) (Per '000) (Years)
1871 2,417 0.8 28.5 20.0 40.0
1946 6,657 1.5 . 354 14.3 42.2
1953 8,098 2.8 48.0 10.4 58.2
1963 10,582 2.7 341 8.5 61.7
1971 12,690 2.2 30.4 7.7 65.5
1981 14,847 1.7 28.2 5.9 - 69.9
1991 17,247 1.5 21.0 5.5 72.5
1995 18,112 14 19.3 58 n.a.
1996 18,315 1.1 n.a. n.a. na.

Sources: Dept. of Census & Statistics
Registrar General’s Dept.

a little over 1 per cent with a significant impact on the
labour supply.

7.2 Labour Force

With a population of 18.3 million in 1996, Sri Lanka
had a labour force of around 6.2 million (3rd quarter 1996).
Of this total labour force, 5.5 million or 88 per cent were
employed. The labour force participation rate, which is
the working age population actively seeking employment,
as a percentage of the total population, was estimated at
48.6 per cent. The male participation rate was 66.2 per
cent and the female participation rate was 31.3 per cent
in the 2nd quarter of 1996. Labour force participation
rates for males have been stable at 64-67 per cent since
1990, but for females the rate had declined to 31 per
cent in the 2nd quarter of 1996, from 37 per cent in
1990, partly as a result of the migration of working age
females for employment overseas.

On the basis of medium-term population projections,
and assuming a labour force participation rate as at

TABLE 7.2
Labour Force Participation Rate (a)

Year Total Labour Labour Force Participation
Force Rate (%)

Total Male Female
1992 5,808,062 48.2 '65.2 31.0
1993 6,032,383 49.1 65.3 33.1
1994 6,078,863 48.7 65.4 32.0
1995 6,106,138 47.9 64.4 31.7
1996 6,238,113 48.6 n.a. n.a.

Source: Dept. of Census and Statistics
(a) Quarterly Labour Force Survey, annual average upto 1985
and 3rd Quarter data for 1996
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present, the labour force would reach about 6.8 million by
the year 2001 with an annual addition of about 100,000,

the major factors which contributed to the decline in un-
employment.

compared with an average annual addition of 67,000 dur-

ing the last five years. Based on the Public Sector Employment Survey con-
ducted by the Central Bank, total employment in the pub-
lic sector was estimated at 1.16 million in 1996, indicating
a significant decline of 11 per cent when compared with
1995. This drop was entirely due to a decline of 28 per-
cent in semi-government sector employment. The dives-
titure of the plantation companies, together with the pub-
lic enterprise reforms, were the main contributory factors
for the decline in employment in the semi-government

" sector. Under the divestiture programme, 10 plantation
companies were divested in 1996. Employment in gov-
ernment institutions, which include government minis-
tries, departments, provincial councils and local authori-
ties, was estimated at 752,194 at end 1996, showing an
increase of 2 per cent over 1995. Although the Govern-
ment decided to discontinue the special retirement scheme
introduced in 1990 under Circular No. 44/90, with effect
from end March 1997, only about 11,000 persons have -
opted to retire in 1996. The increase in government sec-
tor employment was largely reflected in the occupational
categories of professional, technical and related workers,
particularly in the sub category of health. However, mainly
due to the public sector reforms, employment in the semi-
government sector showed a considerable decline during
1996. Consequently, total public sector (government
and semi-government) employment continued to decline
during the year. )

7.3 Employment

Employment generation in 1996 was largely con-
strained by the slowing down of economic activities in
mid 1996. During the previous five years, employment
opportunities rose annually by 1.7 per cent with an an-
nual average GDP growth rate of 5.5 per cent, thus indi-
cating that economic growth of at least 3.5 - 4.0 per cent is
required to increase employment opportunities by 1 per-
centage point. In 1996, with a moderate economic growth
rate of 3.8 per cent, the economy generated about 75,000
new employment opportunities compared with an annual
average of about 90,000 during the previous five years.
Total employment generation in the country in 1996 was
largely attributed to the expansion in activities in the pri-
vate sector, as the relative size of the government sector
was significantly smaller. The opportunities generated
were largely in the private sector and, as in previous years,
the Board of Investment (BOI) contributed to the creation
of job opportunities in 1996 as well.

The rate of unemployment is reported to have de-
clined to 11.6 per cent in the 3rd Quarter of 1996. Growth
of economic activities in the informal sector and the in-
creased migration for foreign employment appeared to be

TABLE 7.3
Labour Force and Employment

Million Persons

Percentage Change

1992 1993 1994 1995 1995
. Total Population 17.405 17.619 17.865 18.114
Popuiation (10Years & above) 12.154 12.251 12.559 12.774
Labour Force (a) 5.948 6.066 6.046 6.172
Employed (a) 5.159 5.227 5.315 5.433
Public Sector 1.2 1.295 1.325 1.307
Govemment Sector 0.654 0.676 0.700 0.738
Semi-Govemment 0.637 0.619 0.625 0.569
Private Sector 3.868 3.931 3.990 4.126
BOI Enterprises 0.104 0.180 0.206 0.233
Others 3.764 3.751 3.784 3.893
Unemployed (a) 0.788 0.839 0.731 0.739
Memorandum ltems
Labour Force
Participation Rate % (a) 489 49.5 48.1 48.3
Unemployment Rate % (a) 133 13.8 12.1 12.0

Dept. of Census & Statistics
Central Bank of Sri Lanka

(@) Quarterly Labour Force Survey, 4th Quarter data upto 1995 and 3rd Quarter data for 1996. Sources:
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The estimates based on the Quarterly Labour Force
Survey conducted by the Department of Census and Sta-
tistics in the second quarter of 1996 revealed that Jabour
absorption in all major sectors except trade and hotels,
and transport, storage and communications, contributed
to the growth in employment in the period under review.
The share of employment in the agriculture, fisheries and
livestock sector increased to 39 per cent of the total em-
ployed in the second quarter of 1996 from its share of 34
per cent in 1995. As in the previous year, employment
generated in the manufacturing sector rose by 12 per cent.
Within manufacturing, labour absorption was particularly
high in the textile and garment sub sector. Employment in
personal services also increased by 5 per cent during the
period under review when compared with a drop of 2 per
cent in 1995.

As time series data on employment in the private
sector are not available, indicators such as employees
registered with provident funds and employment gener-
ated in the BOI enterprises are used to assess the em-
ployment position in the organised private sector. The
total level of employment in BOI enterprises stood at
241,970 at the end of 1996, recording an increase of 4 per
cent as compared with the previous year. About 65 per
cent of this increase was accounted for by enterprises in
the category of textiles and wearing apparel. Approxi-
mately 24 per cent of the employment was in the
Katunayake Export Processing Zone. Employment gen-
eration in the Biyagama and Koggala Export Processing
Zores accounted for 9 per.cent and 2 per cent respec-
tively.

The growing importance of the services sector, where

“the majority of employees are engaged in self employ-
ment activities, is reflected both in the contribution to the
growth in GDP and in employment. The expansion of setf
employment activities, particularly in the non-agricul-

tural sector, is a striking feature seen during the past
few years. Policies geared to induce income generating
activities, provision of credit facilities and upgrading
skills through poverty alleviation programmes were
largely responsible for the expansion of self employ-
ment activities. During 1996, a total of Rs.199 million
was disbursed by the National Development Trust Fund
through participatory institutions for 20,844 projects
in agriculture, industries, livestock, services and other
micro level enterprises.

7.4 Foreign Employment

According to the Sri Lanka Foreign Employment Bu-
reau (SLFEB), a total of 162,511 persons have departed
for employment overseas in 1996. Although this appears
to indicate a decline compared to the figure of 170,130
reported in 1995, the actual number would not have nec-
essarily declined in 1996 as the scheme operated by SLFEB
for registration of persons leaving for foreign employ-
ment was made voluntary in 1996, instead of the compul-
soty registration scheme which operated during 1995. In
1996, the SLFEB relaxed the scheme with the introduction
of several incentive schemes to overseas contract work-
ers in order to improve their welfare. Accordingly, those
who register with the SLFEB were entitled to a guarantee
of secured employment and insurance facilities for their
period of stay overseas. Day care facilities for their chil-
dren, a medical insurance scheme for their families, schol-
arships for their children and training facilities for em-
ployees are some of the incentives provided by the SLFEB.
However, despite these incentives, some of the migrants
may have sought employment through personal contacts
in 1996. Therefore, the actual number of overseas con-
tracted workers may be greater than the number reported
in 1996. Indirect confirmation of this was the continuation
of the growth of inward private remittances (10 per cent in
SDR terms in 1996). A striking feature in overseas em-

TABLE 7.4
Labour Force and Employment (a)

(Second Quarter of the Year)

Million Persons

Item

Household Population (10 years and above)
Labour Force
Total Employed by Economic Sector
Agriculture, Livestock & Fisheries
Mining & Quarrying
Manufacturing
Electricity, Gas & Water
Construction
Trade & Hotels
Transport, Storage & Communication
Insurance & Real Estate
Personal Services
Other Services (not defined)

1990 1993 1994 1995

11.424 12.283 12.442 12.687
6.002 6.085 6.165 6.062
5.031 5.268 5.362 5.339
2415 2.371 2.190 1.813
0.069 0.081 0.044 0.065
0.582 0.663 0.722 0.693
0.018 0.037 0.027 0.018
0.230 0.205 0.261 0.273
0.527 0.539 0.565 0.845
0.211 0.159 0.250 0.265
0.041 0.067 0.128 0.096
0.808 0.848 0.973 0.954
0.130 0.289 0.202 0.318,

(a) Excluding Northem and Eastem Provinces

Source: Dept. of Census & Statistics
Quarterly Labour Force Survey
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ployment is the gradual decline of migration to the Middle
East and the growing importance of the Maldives,
Singapore, Hong Kong and Italy as sources of demand
for foreign labour. The higher living standards in
Singapore, Hong Kong and Italy have created an excess
demand for labour. According to SLFEB sources, about
81 per cent of the migrants to Singapore are to be em-
ployed as housemaids. In the case of the Maldives, de-
velopment of the tourist industry may have contributed
to the increased demand for foreign labour.

The structure of labour demand is biased towards
unskilled labour, particularly housemaids. Around 91 per
cent of female migrants were employed as housemaids,
while 44 per cent of male migrants were unskilled. De-
mand for unskilled labour from overseas tends to ease the
unemployment problem in the country to some extent.
The willingness of females to migrate as housemaids
because of their economic difficulties and the wage dif-

ferentials between local and foreign employment are the
primary motivating factors for migration for overseas
employment.

On the basis of simple estimates, the unemployment
rate would not increase from the present levels if the .
economy generates about 90,000 new employment op-
portunities per year during the next five years. However,
this would imply an increase in the absolute number of
unemployed to about 782,000 by the year 2001. The ob-
Jjective is to reduce the rate of unemployment significantly.
If the unemployment rate is to be brought down to about
6 per cent, the economy will have to generate about
158,000 new employment opportunities annually. On the
basis of the current rate of labour absorption capacity
(i.e. 1.0 per cent increase in employment for every 3.7 per
cent increase in economic growth), an annual real GDP
growth rate of 7 per cent would be required to reduce the
rate of unemployment to about 6 per cent by the year 2001.
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