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WAGE RATE INDEX - 2006
1. Introduction

This issue of ‘Economic and Social Indicators’ presents the wage rate index for year 2006.  It is the fourteenth of the series published annually by the Central Statistics Office since 1993.

The index, having year 2000 as base, is computed from wage data collected through the Survey of Employment, Earnings and Hours of work carried out in September 2006 among a sample of large establishments, that is, those employing 10 or more persons. Weights used are according to the occupational structure of the working population at the 2000 Population Census and distribution of earnings in large establishments at March 2000. The methodology used is described at Annex.

The wage/salary rates of specific occupations, used in the calculation of the index, are the rates paid for normal time work, comprising basic wages and salaries, cost of living allowances, and other guaranteed and regular allowances paid at the end of each pay period.  Overtime payments are therefore excluded.

Current estimates are subject to revision in later issues, as additional information becomes available.

2.
Index 2006
2.1
Wage rate index by industry 

The overall wage rate index, which stood at 136.9 points in September 2005, rose by 5.2 points (or 3.8 %) to reach 142.1 points in September 2006. 


The wage rate indices for the major industry groups are shown in Table 1 while percentage changes from 2005 to 2006 are given in Table 2. A general upward movement is noted in the indices of all industry groups. ‘Manufacturing, mining and quarrying’, the most important industry group carrying 23.1% of total weight, went up 3.7 % from 136.9 points in September 2005 to 142.0 points in September 2006. ‘Public administration and defence; compulsory social security’, the second most important industry group with 17.3% of total weight, increased by 3 % from 134.5 points to 138.6 points.

The highest increase in wage rate (+9.5%) was registered in ‘Construction’ followed by ‘Electricity and water’ (+8.3 %), Hotels & restaurants (+7%) and ‘Real estate, renting and business activities’ (+6.2%). The lowest increase (+0.3 %) was noted in ‘’Health & social work’.
. 
2.2
 Contribution of the industry groups to the index

The contribution of the industry groups to the overall index is shown in Table 3. The main contributor to the increase of 5.2 points in the overall index was: ‘Manufacturing, mining and quarrying’ (1.2 points). Each of the three industry groups ‘Agriculture and fishing’, ‘Public administration and defence; compulsory social security’ and ‘Construction’ contributed 0.7 point while ‘Hotels and restaurants’ contributed 0.5 point to the index. Contributions of the remaining industry groups ranged from 0.1 to 0.3 point.  

2.3
Wage rate index by sector

The wage rate index in the General Government sector, which comprises the Central Government and the Local Government, increased by 3 points (or 2.2 %) from 134.9 points in 2005 to reach 137.9 points in 2006. The sector, which accounts for around one third of the total weight, contributed 0.9 point to the increase of 5.2 points in the overall index.

The wage rate index in the EPZ sector which accounts for around 15% of the total weight stood at 143.7 in September 2006, that is an increase of 3.7 points (or 2.6 %) over the 2005 figure of 140.0 points.  The contribution of the EPZ sector to the overall increase was 0.5 point.
3.
Comparison with previous indices

Table 4 gives a series of wage rate indices since 1993. Indices for the year 1993 to 2000 have been computed using September 1992 as base. As from 2001, the index has been worked out with September 2000 as base.

The two series are not strictly comparable since they are based on different weighting patterns.  However, for some particular purposes, users may want to have a continuous series of the wage rate index. A crude method of converting an index from the new base to the old base is multiplying the new index by the 1.994.  Conversely, an index on the old base can be converted to the new base by dividing the old index by 1.994.


The conversion factor (1.994) is obtained as the ratio of the wage rate index of year 2000 on old base (199.4) to wage rate index of year 2000 on new base (100.0).
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Annex

Methodology used for the computation of the Wage rate index

1.
Approach adopted and limitations.

Ideally to show genuine changes in the price of labour, it would have been necessary for wages of specific individual workers at specific establishments to be measured over time.  Since this is practically impossible, the next best approach has been adopted, that is, to follow changes in the wages of groups of employees performing the same jobs. This gives a measure of changes in wage rates of specific occupations.
The following limitations as regards the approach adopted are to be noted: 

(i) any change in the mix of employees within the selected occupations is bound to affect the calculated rates and hence the corresponding sectoral indices.  Such changes can occur, for example, with a new intake of employees in a specific group - when the wages of the new recruits pull down the average wages for the whole group from one period to the next.



(ii) 
wage adjustments resulting from  changes in the tasks associated with a particular occupation, which cannot be separated from pure price changes.



(iii)
it is difficult to separate the effects of productivity from the overall change.

2.
Index calculation  

A Laspeyres type fixed base-weighted formula is used, where the occupational structure is held constant with reference to base year 2000. The changes in average wage rates are measured at the occupational level and the magnitude of these changes are then weighted to give a combined measure of the change for a given industry group. The following formula is used 



It  =       ( Wi  ( Rit / Rio )      X  100






( Wi
where   It
 = index for year t compared to base year o for a given industry 

           Wi 
 = weight of occupation i


Rio 
 = wage rate of occupation i in base year o


Rit  
= wage rate of occupation i in year t

The aggregate indices for industry groups at higher level of classification or for all economic activities as a whole, are computed by taking a weighted average of the individual industry group indices.

3.
Weightings

(i) Census 2000 data on employment by occupation and wage rates at base year are used to determine the weighting pattern of occupations (Wi) for given industry groups.

(ii) Distribution of earnings by industry group obtained at the March 2000 Survey of Employment and Earnings in large establishments is used as weights in the computation of aggregate indices for higher levels of industry groups or for all economic activities.
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