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Background

The Committee on Public Finance (COPF) prepared this report on the recent salary increase
of staff of the Central Bank of Sri Lanka (CBSL) upon a request by the Hon. President in his
capacity as the Minister of Finance. This request came about as a result of several Members
of Parliament raising this issue in the House, joining the general outcry opposing the steep
salary increase. The unanimous decisions of the COPF contained herein have been made after
careful consideration of the material presented by the Governing Board of CBSL and the
Attorney General on a range of related matters; both at a physical meeting held in Parliament
on 05 March 2024, as well as several rounds of correspondence.

Independence of the Central Bank

The COPF identifies the significance of the CBSL independence in conducting monetary
policy, a prerogative facilitated by the new Central Bank of Sri Lanka Act, No. 16 of 2023
(CBSL Act). There is no dispute in terms of the powers of the CBSL in instrumental
independence in achieving the inflation target; the goal established in coordination with the
Minister of Finance and officially gazetted. The COPF also agrees that the CBSL enjoys
administrative and financial autonomy, and that this encompasses decisions regarding
remuneration of CBSL employees.

Public Finance

It is the view of COPF that, in principle, the country’s money, not owned by individuals and
private entities, save the specific exclusions granted by law to public corporations, is public
money or public finance. Therefore, ‘Public Finance,’ as stipulated by Article 148 of the
Constitution, is broader than merely the funds lying in the ‘Consolidated Fund’ as per Article
149.

Therefore, it is the view of COPF that earnings of CBSL, besides amounts specified for the
conduct of monetary policy and to be credited to identified reserves, fall within the scope of
public finance. COPF believes that this is further reinforced by Section 96 (1) of the CBSL
Act, which mandates that CBSL earnings, after compliance with provisions 96 (1) (a) and (b),
should be credited to the Consolidated Fund.

CBSL Accountability to Parliament

It is imperative to highlight that CBSL, as stipulated by Clause 5 and Clause 80 of the CBSL
Act, is held accountable to Parliament. This remains integral, and is reiterated by the
Supreme Court Determination on the CBSL Bill:

“..(a)Jccountability requires the Central Bank to act in a transparent manner and to be
accountable for their actions and inactions. Thus, the Central Bank shall not only be
accountable to the Executive and the Parliament but also to the People of the country.” (pg. 2).



COPF Opinion on CBSL Accountability to Parliament on CBSL Salary Increase

Therefore, with respect to the recent increase in staff remuneration, COPF is of the opinion
that while CBSL has the autonomy to do so, CBSL is accountable to Parliament on the
reasonableness of the increase. The question regarding reasonableness has arisen given the
present challenging economic situation in the country.! In this context, COPF is of the firm
belief that the across-the-board increase in the salary component of the remuneration under
discussion is unreasonable.? More specifically, while significant increases in remuneration
may be appropriate for selected categories of professional staff, the increment for all staff
cannot be justified.3

Recommendation

Based on correspondence between COPF and CBSL on a possible solution to the issue
without jeopardising the independence of CBSL, and with special reference to CBSL letter to
COPF dated 16.03.2024 titled “Central Bank of Sri Lanka Salary Revision 2024-2026", COPF
recommends that the Minister of Finance immediately appoint an independent
remuneration committee with the concurrence of the Governor CBSL to review the salary
increase under discussion. COPF recommends that a report on the same be submitted to
COPF within 4 weeks and that CBSL defer the salary increase until a mutually acceptable
solution is arrived at, based on the findings of the report.

Members of this committee shall be co-opted from CBSL as well as from outside CBSL; both
within and outside the public sector as necessary.

COPF expects this committee to arrive at reasonable adjustments in remuneration for all
staff categories, keeping in mind the expertise of the specialised staff and comparability of
the same as relevant to CBSL. It is strongly recommended that the methodology for
determining salaries of professional staff be decoupled from non-professional and minor
staff.

COPF also recommends that this committee arrive at a transparent formula for future
revisions to CBSL staff remuneration.

1 As Sri Lanka grapples with the aftermath of its economic collapse, citizens across the country face significant
hardships. The government's recovery program, including tax increases and a rising cost of living, has sparked
public outrage over the recent Central Bank salary hike.

2While there is no transparent formula to determine the increases in the various grades of the salary component in
the remuneration (which includes many other benefits such as transport and other allowances, bonuses, staff
loans, and medical benefits), it is apparent that a significant amount is attributable to inflation, while the PAYE tax
to be met by the employee has been internalised.

3A CBSL Office Assistant (Grade Il1) receives a gross monthly salary of LKR 223,763.83 after the current salary
revision. In their response to the COPF, the CBSL indicated the following, “The relatively high salaries for minor
employee grades has been a legacy issue. In 2008 and 2010, two large batches of minor employees had been
recruited while the last recruitment had been in 2013.”



