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A significant growth domestic and international demand for processed food had taken place with the increase in income levels both in developing and developed countries providing an enormous market opportunity for the firms in the food manufacturing industries. In order to reap the maximum benefits from this opportunity, a productivity growth in the industry is required. The objective of the study was to measure productivity growth in Sri Lanka’s food manufacturing industry during 1978-2014 and to examine whether the policy framework adopted by the successive governments of Sri Lanka promoted the productivity growth of the industry. Total Factor Productivity (TFP) growth was measured using data extracted from the Annual Survey of Industries (ASI) on food manufacturing industries carried out by the Department of Census and Statistics. Cobb-Douglas production functions were estimated for the entire industry and for sub-categories obtain output elasticities with respect to labor, capital, and material to obtain the required parameters. TFP growth was computed for the entire industry as well as for its sub-divisions by paying a special attention to the scale of operation, type of industry and policy regime. The average TFP growth in Sri Lanka’s food manufacturing industries was found to be negative (-0.61%) during 1978-2014 and large-scale food manufacturing industries found to have higher TFP growth compared to that of small-scale food manufacturing industries. Post-1994 era recorded a higher TFP growth compared to that of the 1978-1994. Distilling, rectifying spirits, manufacture of grain mill products and prepared animal feeds industries showed positive and higher TFP growth while cocoa, chocolate, and confectionery industry demonstrated a lower TFP growth. Food safety management systems and investments in infrastructure through Public-Private Partnerships were some significant policies which led the productivity growth of Sri Lanka’s food manufacturing industries.
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