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B y  Maheen  S en an ayake

For us in Sri Lanka, the 'theatre- 
scape’ of economics is now sharper 
than the Iliad. We are bombarded 

with the news hour on hour across mass 
media that Sri Lanka is indeed on a 
growth trajectory. W hilst it may be possi
ble to demonstrate this through form s of 
reason, what people care about develop
ment is how it looks after them. In this 
respect the burden o f the cost o f living is 
key Let us look at how the cost o f living 
has performed last year.

Cost of Living
The island’s inflation rate was recorded 

at 5.60 percent in November 2013. Inflation 
rate in Sri Lanka is reported by the 
Department o f Census and Statistics. 
From 1986 until 2013, Inflation averaged 
10.5 percent reaching an all time high o f 
28.3 percent in June 2008 and a record low 

p o f -0.9 Percent in March 1995.
’4  In Sri Lanka, the Consumer Price Index 

(CPI) is composed o f two main groups: 
food items (41 percent) and non-food items 
(59 percent). Food items are mainly com 
posed of: bread and cereals (7.9 percent), 
fish and sea food (6 percent) and vegeta
bles (5.7 percent). The most important 
non-food items are housing, water, elec
tricity, gas and other fuels (23.7 percent), 
transport (12.3 percent), and restaurants 
and hotels (5.8 percent).

The above is a graphical representation 
o f inflation.

Ever wondered how they work out infla
tion? That’s where the inflation basket of 
goods for 2012 - announced today - comes 
in.

Basically, it’s the list o f items the statis
tical department m onitors prices on 
before it can pronounce what is happening 
to the cost of living each month. Studying 

w  these over time provides a narrative of 
*  social change.

For instance in the United States and 
E uifpe tablet computers, casserole dishes, 
step ladders and charges for developing 
film  have dropped out. Other changes 
according to www.theguardian.com 
include

• Bundled communication packages 
com prising telephone, internet and tele
vision are also included for the first time
• Cans o f stout, such as Guinness, have 
been added to widen the coverage o f 
beers in the basket, alone with ninean-.XVMQ v* J,M<.VV/V1 O ill UiV/
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pies, hot oat cereals and takeaway chick
en and chips
• The popularity o f digital cameras 
means charges for developing and print
ing colour film  have been removed 
•^.Walking and hiking hoots have 
replabedfby outdoon4d\ e to re  boots, and 
a bag o f foam s ^ 1 ^ ^ | ^ p la ce C a  hag 
o f boiled or jellied sweets

Inflation is calculated in two different 
ways: Consumer Price Inflation (CPI) and 
Retail Price Inflation (RPI). CPI is the 
measure the government prefers, and you 
can see from the list below how each indi
cator includes different iteins. In some 
western countries the CPI measure this 
year now includes trades union member
ship and vehicle excise duty, or road tax - 
neither o f which were measured before, 
despite being part o f the RPI calculation.

O fficia l explain  th is thus:
A convenient way o f thinking about 

both the CPI and RPI is to imagine a ‘shop
ping basket’ containing those goods and 
services on which people typically spend 
their money. As the prices o f the various 
items in the basket change over time, so 
does the total cost o f the basket. 
Movements in the CPI and RPI represent 
the changing cost o f this representative 
shopping basket

How do they com pile the data? A  num
ber o f separate price quotations are used 
every month in com piling the indices.

Everything is weighted - so some things
get more importance in calculating the 
inflation figure than others. For example, 
even though there are 23 food and bever
age items in the CPI basket, transport is 
given more weight as it’s such an expen
sive part o f people’s daily lives.
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'‘lo o k  at retaUj&iefcindiS i would be in
a better position? to understand how the 
economy has really shifted - another rea
son why governments prefer inflation to 
RPIs. By applying weight, the calculator 
has discretion over the outcom e since the 
weight and selection o f the category is at 
the discretion o f the calculator.

Retail prices
A Sri Lankan meal is incomplete with

out coconut. The price o f coconut and 
coconut oil provides insight into the cost 
o f living that is felt by every Sri Lankan. 
Below we take a graphical glimpse at the 
price o f coconut oil imports (cif) from

Philippines and Indonesia.
■ • Notice holy from jhst May to November 
the Prices have gone op from Rs. 104,329
per MT to 170,886 per # t ,  an increase <k 
63%.

Transport
. J? far * *  year, if memory serves the

f S ’ Wa i ave takena a 200/0 hike on bus fares and then most recently a 7% hike So 
that is over 27%.
^  increases raised
so much furore that even talking about it 
may give a few heart attacks.

Power
There is a belief that the incandescent- 

bulb w ill soon be banned, which means 
that the capital expenditure on a CFL w ill 
make replacement real torture. You w ill 
no longer be able to replace a burnt out 
bulb for under Rs. 100.

An extract from  a financial newspaper 
in 2008 is given below.

“The im port and local manufacture o f 
incandescent (norm al) bulbs o f 75W and 
above w ill be banned within the month o f 
July while prom oting the use o f CFL bulbs 
in a bid to reduce power consumption, 
according to the state-run Sustainable

Energy Authority (SEA). However indus
try officials are skeptical whether the tra
ditional bulb could be replaced given its 
presence in the world for over 100 years, 
and also raised concerns about proper dis
posal o f used CFL bulbs which has a mer
cury content. j

Cabinet approval for this has alreadyT 
been obtained and the regulations will be 1 
gazetted within this month, Chairman of 
the Authority Ananda Gunasekera said. 
He could not give a specific date when the 
ban w ill be enforced but said it would 
effective when the gazette regulation, pub
lished under the Sustainable Energy 
Authority Act no 35 o f 2007, com es out. A 
complete ban o f the incandescent variety 
o f bulbs w ill come into effect in 2010. 
Under these regulations bulbs w ill also 
have to be marked with the energy rating 
that w ill be issued by the SEA after tests 
carried out on samples by SLS. This rating 
process, which was voluntary until now, 
has been made mandatory by the new reg
ulations and violators w ill be blacklisted 
and prevented from im porting hereafter. “
-  Sunday July 13,2008 (Financial Times)

So the question is am I breaking the law 
because all my bulbs are still incandes
cent?

Despite several searches, it was not pos
sible to determine whether this law is cur
rently in force. A  visit to a few supermar
kets however revealed (to my great relief) 
the availability o f incandescent bulbs.

Public participation in business
In this backdrop new laws are enabling 

broad basing public ownership o f quoted 
com panies with laws now in  place to 
ensure that at least a 20% free float —that 
is shares not held by the controlling inter
est and connected parties. What effect-this 
new law w ill have on the market glace 
only time w ill tell, but for the grlater 
good, a public com pany should nave 
enough o f its shares available to the pub
lic, not only as shares but also as a|per- 
centage shareholding. One o f the k e f fea
tures o f the new law is that the publiqw ill 
now have a higher percentage o f the 
shares, theoretically giving them better 
say in the management.

Coins
Anyone using public transport or shop

ping at a supermarket w ill tell you how 
badly we are short o f coins. The Rs. To 
note is in high demand and you som e 
times wonder why the market value o f the 
Rs. 10 note has not increased. Coinage is 
no longer deemed necessary except foi 
proper settlement as no coin can buy yot 
anything more than a toffee. Whaf car

So tht 
entire

Taccor&irigly?

Wishing a  better 2014
The fact that a m ajority believe tha 

2013 was a great year is perhaps the sad 
dest truth. Econom ics, some say, is a dea( 
science but numbers rarely lie. In this 
backdrop it is hoped that Lankans have i 
better 2014. As for me I am still waiting foi 
that coconut sapling and the cow  that sev 
eral blokes promised us through a budge 
and an election m anifesto not so long ago

http://www.theguardian.com

