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Gross value added (GVA) 

Gross value added (GVA) is the measure of the value of goods and services produced in an area, 

industry or sector of an economy, in economics. In national accounts GVA is output minus 

intermediate consumption; it is a balancing item of the national accounts' production account. 

GVA is linked as a measurement to gross domestic product (GDP), as both are measures of 

output. 

Value added represents the contribution of labour and capital to the production process. When 

the value of taxes on products (less subsidies on products) is added, the sum of value added for 

all resident units gives the value of gross domestic product (GDP). Thus, Gross Domestic Product 

(GDP) of any nation represents the sum total of gross value added (GVA) (i.e, without discounting 

for capital consumption or depreciation) in all the sectors of that economy during the said year 

after adjusting for taxes and subsidies.   

Therefore, GVA + taxes on products - subsidies on products = GDP 

The Wholesale Price Index (WPI) 

As the name suggests, this index looks at the change in wholesale prices. The Wholesale Price 

Index (WPI) is the price of a representative basket of wholesale goods. The changes in this index 

is used to measure level of inflation in 

an economy at the wholesaler level.  

The goods are placed in a certain 

proportion in the wholesale basket. 

Includes 676 goods with base year 

2004-05 of which, around 20.12% of 

the basket consists of primary articles; 

this includes food articles such as 

cereals, meat, fish, fruits and 

vegetables. Also includes non-food 

articles such as cooking oil, cotton, 

jute and minerals. The next big group 

is fuel and power (14.91%) and this includes elements such as electricity, mineral oils and coal, 

kerosene, diesel, liquefied petroleum gas and petrol. Manufactured products have weight of 

64.97% Food Products, Edible Oils, Textiles, Wood & Wood Product, Leather & Leather products, 

Rubber & Plastic products, Chemicals & Chemical Products, Non – metallic mineral products like 

marble and granite, Basic Metals and Alloys, Machinery & Tools, Transport, Equipment & parts 

etc.  



 

 

Core Consumer Price Index (CPI Core) 

CPI – Prices for Food & Energy = Core CPI 

Core Consumer Price Index (CPI) is equal to CPI minus energy and food prices and is used to 

measure core inflation. The simple reason behind not including energy and food prices is because 

the prices of these goods can be very volatile (change frequently); based on various other factors 

than just demand and Supply. As a result, such wide fluctuations unfairly distort the measure of 

inflation and give an overall higher inflation picture. 

Foreign Currency Non- Resident Bank (FCNR (B)) Deposits 

An FCNR account is a term deposit account that can be maintained by NRIs and PIOs in foreign 

currency. Here the word term deposit means for fixed time period. FCNR deposits stands for 

Foreign Currency Non- Resident account deposits. Thus, this is a Fixed Deposit Foreign Currency 

account and not a savings account.  

Deposits in this account can be made in any of the major currencies like US Dollar, UK Pound, 

Canadian Dollar, Deutsche Mark, Japanese Yen and Euro for period ranging from minimum 1year 

to maximum 5 years. 

It is an excellent investment option for NRIs looking to retain their money in foreign currency and 

earn good returns on foreign currency earnings. Interest earned on FCNR deposits in India is 

exempt from Income tax. The Principal amount and interest earned is fully repatriable (taken 

back to home country). 

For India, it means more foreign exchange reserves with more deposits and help in stopping 

depreciation of rupee as well as improve Current Account deficit. For banks, it means increased 

foreign currency availability. 

FRBM Committee 

The Fiscal Responsibility and Budget Management (FRBM) Committee, headed by N.K. Singh, 

former Revenue and Expenditure Secretary was formed in May 2016: 

1. To review the working of FRBM Act in relevance to present global changes and future 

fiscal responsibility roadmap  

2. Feasibility of Fiscal Deficit Range instead of present fiscal deficit targets (as % of GDP) 

3. To seek the Committee’s views on certain recommendations of the 14th Finance 

Commission and the Expenditure Management Commission.  

Other members of the committee including Dr. Urjit R. Patel, Governor, Reserve Bank of India 

(RBI), Sumit Bose, former Finance Secretary, Dr. Arvind Subramanian, Chief Economic Adviser 

and Dr. Rathin Roy, Director, National Institute of Public Finance and Policy (NIPFP) 



 

 

Currently, Government is examining the Report to take the appropriate action 

Though report is not yet in Public domain, a glimpse of its recommendations from various 

newspaper sources are: 

1. Recommended establishing a Fiscal Council to advise and assess government's spending 

and fiscal policy 

2. Members of the council should be chosen outside the government so that the assessment 

is done without bias 

3. Report seems to favor flexibility in Fiscal Deficit targeting with 20% reduction from FY 

2018 (target for FY 17 set at 3.5% of GDP) 

Subramanian Committee for Pulses 

The Chief Economic Advisor Dr. Arvind Subramanian had submitted a report on ‘Incentivising 

Pulses Production through Minimum Support Price (MSP) and related policies’ on September 16, 

2016. Committee was set up to recommend long-term measures to augment supply that falls 

short of demand, requiring India to import large quantities of this staple source of protein for 

most of India 

Summary of Recommendations: 

1. Ensure the procurement of kharif pulses at this season’s announced MSP 

2. To ensure effective procurement,a High Level Committee comprising Ministers of 

Finance, Agriculture, and Consumer Affairs and Principal Secretary to PM should be 

constituted. 

3. Build up gradually, 2 million tons of pulses stock with targets for individual pulses, 

especially Tur (3.5 lakh tonnes) and Urad (2 lakh tonnes) 

4. Minimum Support Prices for other pulses (apart from Tur, Urad, gram)should be 

increased 

5. Give production subsidies to farmers for growing pulse via DBT (Direct benefit 

transfer) 

6. Eliminate export ban on pulses and stock limits; at least limits on wholesalers should 

be eliminated. 

7. Review Essential Commodities Act,1955 and futures trading of agricultural 

commodities 

8. Create a new institution as  a Public Private Partnership (PPP) to compete with and 

complement existing institutions to procure, stock and dispose pulses 

9. Encourage development of GM technologies. Grant expeditious approval to 

indigenously developed new varieties of pulses 

 



 

 

UDAY Bonds Scheme: Part of Ujwal DISCOM Assurance Yojana 

UDAY is a scheme launched in 2015 for financial turnaround and revival package for electricity 

distribution companies of India (DISCOMs) initiated by the Govt. of India with an intent to find 

permanent solution to the financial losses - accumulated losses of approximately Rs. 3.8 lakh 

crore and outstanding debt of approximately Rs. 4.3 lakh crore (as on March, 2015). 

The government expects as part of financial restructuring, around Rs 3 lakh crore liability 

accumulated by these State power distribution utilities, to be issued as bonds providing 

necessary capital infusion. 

UDAY is optional for all States. States subscribing to the UDAY Scheme, shall take over 75% of 

DISCOM debt as on 30 September 2015 over two years - 50% of DISCOM debt shall be taken over 

in 2015-16 and 25% in 2016-17. 

Of the Rs 1.11 lakh crore of bonds issued by the States and their power distribution utilities so 

far close to 75% has been picked by banks and rest by Mutual Funds, LIC and others 

These bonds are Non SLR grade and highly rated and will compete with other high quality papers 

of the Central and State governments to attract the investors. 

Treasury Bills (T-Bills) 

Whenever the government wants to raise money from the financial market, it can do so by issuing 

two types of Debt (loan) instruments - Treasury Bills or Government Bonds also called as Dates 

Securities. Treasury bills are generally issued when the government wants to borrow for a shorter 

period (below 1 year) while Bonds are issued for longer periods. 

At present, the Government of India issues three types of treasury bills through auctions, namely, 

91-day, 182-day and 364-day. There are no treasury bills issued by State Governments. Treasury 

bills are available for a minimum amount of Rs.25,000 and in multiples of Rs. 25,000. Treasury 

bills are issued at a discount and are redeemed at par. Treasury bills are also issued under the 

Market Stabilization Scheme (MSS). 

T-bills auctions are held on the Negotiated Dealing System (NDS) and the members 

electronically submit their bids on the system.  

Gross fixed capital formation 

Gross fixed capital formation (GFCF) a macroeconomic indicator, refers to the net increase in 

physical assets (investment minus disposals) within the measurement period.  It does not account 

for the consumption (depreciation) of fixed capital, and also does not include land purchases.  It 

is a component of expenditure approach to calculating GDP. It shows, how much of the new value 



 

 

added in the economy is invested rather than consumed and is calculated as a percentage of 

GDP. 

Generally it is observed that developing countries often devote a higher % of GDP to investment. 

It is also true for countries with high economic growth rates and they invest heavily in more fixed 

assets to further enable rapid economic growth. A good example of this is China, which has one 

of the highest rates of gross fixed capital formation. 

It is called "gross" because the measure does not make any adjustments to deduct the 

consumption of fixed capital (depreciation of fixed assets) from Total Investment. 

Index of industrial production (IIP) 

The all India IIP is a composite indicator that measures the short-term changes in the volume of 

production of a basket of industrial products during a given period with respect to that in a 

chosen base period. It is compiled and published monthly by the Central Statistical Organisation 

(CSO) six weeks after the reference month ends. 

It represents the status of production in the industrial sector for a given period of time as 

compared to Base year (presently 2004-05). The Eight Core Industries comprise nearly 38 % of 

the weight of items 

included in the Index of 

Industrial Production 

(IIP). These are 

Electricity, steel, 

refinery products, 

crude oil, coal, cement, 

natural gas and 

fertilizers.  

 

Liquidity Adjustment Facility (LAF) 

LAF is a facility extended by the Reserve Bank of India to the scheduled commercial banks 

(excluding RRBs) and primary dealers to avail of liquidity in case of requirement or park excess 

funds with the RBI in case of excess liquidity on an overnight basis against the collateral of 

Government securities including State Government securities. Basically LAF enables liquidity 

management on a day to day basis. 

The operations of LAF are conducted by way of repurchase agreements (repos and reverse repos) 

with RBI being the counter-party to all the transactions.  



 

 

Repo rate 

Repo or repurchase option is a collaterised lending i.e. banks borrow money from Reserve bank 

of India to meet short term needs by selling securities to RBI with an agreement to repurchase 

the same at predetermined rate and date. The rate charged by RBI for this transaction is called 

the repo rate. 

Marginal Standing Facility (MSF) 

Marginal standing facility (MSF) is a window for banks to borrow from the Reserve Bank of India 

in an emergency situation when inter-bank liquidity dries up completely. 

Banks borrow from the central bank by pledging government securities at a rate higher than the 

repo rate under liquidity adjustment facility or LAF in short. The MSF rate is pegged 100 basis 

points or 1 percentage point above the repo rate. Under MSF, banks can borrow funds up to one 

percentage of their net demand and time liabilities (NDTL). 

It refers to the penal rate (punishing) at which banks can borrow money from the central bank 

over and above what is available to them through the LAF and also as a last resort. 

The minimum amount which can be accessed through MSF is Rs.1 crore and in multiples of Rs.1 

crore. 

Call Money Rate 

Call money rate is the rate at which short term funds are borrowed and lent in the money market. 

The duration of the call money loan is 1 day. Banks resort to these type of loans to fill the Asset-

Liability mismatch, comply with the statutory CRR and SLR requirements and to meet the sudden 

demand of funds.  

RBI, banks, primary dealers etc. are the participants of the call money market. Demand and 

supply of liquidity affect the call money rate. A tight liquidity condition leads to a rise in call 

money rate and vice versa. 

Open market operations (OMO) 

Open market operations are conducted by the RBI by way of sale or purchase of Government 

Securities (G-secs) to adjust money supply conditions. The central bank sells G-secs to suck out 

liquidity from the system and buys back G-secs to infuse liquidity into the system.  

These operations are often conducted on a day-to-day basis in a manner that balances inflation 

while helping banks continue to lend. The RBI uses OMO along with other monetary policy tools 

such as Repo Rate, Cash Reserve Ratio and Statutory Liquidity Ratio to adjust the quantum and 

price of money in the system. 



 

 

Nominal Effective Exchange Rate (NEER) 

NEER is a measure of the value of a currency against a weighted average of several foreign 

currencies (a basket of currencies). This is usually ‘Trade weighted’ – weight allotted according 

to proportion of trade. An increase in NEER indicates an appreciation of the local currency against 

the weighted basket of currencies of its trading partners. 

It is an indicator of a country's international competitiveness in terms of the foreign exchange 

(forex) market and shows whether domestic is getting stronger or weaker compared to foreign 

currencies. Therefore, helps to understand - where the good business sense lies, in exporting or 

importing. 

Real Effective Exchange Rate (REER) 

When NEER is adjusted to compensate for the inflation rate in the home country compared to 

the inflation rate of its trading partners, it gives the real effective exchange rate (REER). An 

increase in REER implies that exports become more expensive compared to its partners and 

imports become cheaper; therefore, an increase indicates a loss in trade competitiveness as well 

as cause rise in imports. 

For India, REER is based on a basket of currencies of 36 trading partners of India, which the 

Reserve Bank of India (RBI) monitors closely to understand the direction of rupee movement and 

volatility.  

Long Period Average (LPA) 

In India, the “average” rainfall or the long-period average (LPA) is the average of rainfall between 

1951 and 2000, which is 89 cm. A normal monsoon is one when rainfall is between 96% and 104% 

of the LPA. 

 An “above normal” monsoon occurs when rainfall remains between 104% 110% of the 

LPA. 

 If the rainfall is more than 110% of the LPA, then it is called “excess”. 

 Rainfall is considered “deficient” when it is less than 90% of the LPA. 

Baltic Dry Index 

The Baltic Dry Index (BDI) is a shipping and trade index created by the London-based Baltic 

Exchange that measures changes in the cost to transport various raw materials on various routes.  

The exchange directly contacts international shipping brokers to assess price levels for a given 

route, product to transport and time to delivery, or speed. The Baltic Dry Index is a composite of 

4 sub-indices that measure different sizes of dry bulk carriers, or merchant ships: Handysize, 

Capesize, Panamax and Supramax. 



 

 

It acts as a source of maritime market information for the trading and settlement of physical and 

derivative shipping contracts. Thus, information is used by shipbrokers, owners & operators, 

traders, financiers and charterers as a reliable and independent view of the dry and tanker 

markets. 

BDI is seen as an efficient economic indicator of future economic growth and production i.e. it 

predicts future economic activity because the dry bulk primarily consists of materials that 

function as raw material inputs to the production 

The Labour Force Participation Rate (LFPR) 

The labour force participation rates is the number of persons who are employed and 

unemployed but looking for a job divided by the total working-age population(15 to 59 years 

in case of India). It is an important parameter in employment projections and formulation of 

employment strategies 

NSSO defines Labour force participation rate (LFPR) as the proportion of persons/person-days in 

the labour-force to the total person/person-days. These ratios are given in per 1000 of 

person/person-days 

Please note: Labour Force refers to the number of persons available for work (actually employed 

+ seeking employment). However, workforce refers to the number of persons actually employed. 

Thus, workforce does not account for those who are seeking or willing to work. And Workforce 

participation rate is; 

 

The crucial issue, however, is the basis, or the decision rule, on which a person is classified as 

belonging to the labour force. There are four different concepts used in India in this regard. These 

are*: 

a) Usual Principal Status (UPS) 

b) Usual Principal and Subsidiary Status (UPSS) 

c) Current Weekly Status (CWS), and 

d) Current Daily Status (CDS). 



 

 

Usual Principal Status (UPS) 

The Usual Status approach to measuring unemployment uses a reference period of 365 days i.e. 

one year preceding the date of the survey of NSSO for measuring unemployment. 

Usual Principal and Subsidiary Status (UPSS) 

UPSS is a more inclusive measure as compared to UPS. This approach seeks to identify ‘workers’ 

out of those who were classified as ‘unemployed’ or as ‘outside labour force’ on the basis the 

majority time criterion of the UPS approach.  

For example all individuals reported to have been employed and/or unemployed for a total of 

less than six months will be treated as outside the labour force based on UPS criteria. Similarly if 

someone is classified as being in the labour force and has worked only for a minor period of time, 

then he will be classified as ‘unemployed’ based on UPS approach. 

Current Weekly Status (CWS) Unemployment 

This approach for measuring unemployment, uses seven days preceding the date of survey as the 

reference period. 

A person is considered to be employed if he or she pursues any one or more of the gainful 

activities for at least one-hour on any day of the reference week. On the other hand, if a person 

does not pursue any gainful activity, but has been seeking or available for work, the person is 

considered as unemployed. 

Current Daily Status (CDS) Unemployment 

The current daily status approach to measuring unemployment seeks to ascertain the activity 

status of an individual for each day of the reference week. It reports time disposition of an 

individual on each day of the reference week. This means that in addition to recording the activity 

being pursued, time intensity is also recorded in quantitative terms for each day of the reference 

week. 

The Monetary Policy Committee (MPC)  

It is a committee of the Central Bank in India (Reserve Bank of India), headed by its Governor, 

which is entrusted with the task of fixing the benchmark policy interest rate (repo rate) to contain 

inflation within the specified target level. 

Monetary Policy Committee is defined in Section 2(iii)(cci) of the Reserve Bank of India Act, 1934 

and is constituted under Sub-section (1) of Section 45ZB of the same Act. 

 



 

 

The MPC replaces the current system where the RBI governor, with the aid and advice of his 

internal team and a technical advisory committee, has complete control over monetary policy 

decisions. A Committee-based approach will add lot of value and transparency to monetary 

policy decisions. 

Background 

MPC was set up consequent to the agreement reached between Government and RBI to task RBI 

with the responsibility for price stability and inflation targeting. The Reserve Bank of India and 

Government of India signed the Monetary Policy Framework Agreement on 20 February 2015. 

Subsequently, the government, while unveiling the Union Budget for 2016-17 in the Parliament, 

proposed to amend the Reserve Bank of India (RBI) Act, 1934 for giving a statutory backing to the 

aforementioned Monetary Policy Framework Agreement and for setting up a Monetary Policy 

Committee (MPC). 

Composition 

Three are from academics — Chetan Ghate, associate professor at Indian Statistical Institute; 

Pami Dua, director, Delhi School of Economics; and Ravindra H Dholakia, professor of economics 

at Indian Institute of Management (IIM), Ahmedabad. Joined by three Reserve Bank members, 

making up a total of six, with Governor Urjit Patel having a casting vote. The other two members 

are R Gandhi, deputy governor in charge of monetary policy, and executive director Michael 

Patra. 

GINI coefficient 

The Gini coefficient is sometimes expressed as a Gini ratio or as normalized Gini index. It is a 

measure of Statistical Dispersion (a method of calculating extent or spread of distribution) 

intended to represent the income or wealth distribution of a nation's residents, and is the most 

commonly used measure of inequality. It was developed by the Italian statistician and sociologist 

Corrado Gini and published in his 1912 paper Variability and Mutability. The Gini coefficient 

measures the inequality for example, levels of income, levels of education, developmental 

opportunities etc.  

A Gini coefficient of zero expresses perfect equality, where all values are the same (for example, 

where everyone has the same income). A Gini coefficient of 1 (or 100%) expresses maximal 

inequality among values (e.g., for a large number of people, where only one person has all the 

income or consumption, and all others have none, the Gini coefficient will be nearly one). 

However, a value greater than one may occur if some persons represent negative contribution 

to the total (for example, having negative income or wealth). For larger groups, values close to 

or above 1 are very unlikely in practice.  



 

 

Big Data & Big Data Analytics 

Big data analytics is the use of advanced analytic (investigative) techniques against very large, 

diverse data sets that include different types such as structured/unstructured and different sizes 

from terabytes(1 TB = 1000 GB) to zettabytes (1 billion TB).  

Big data is a term applied to data sets whose size or type is beyond the ability of traditional 

database software to capture, manage, and process the information. And it has characteristics 

like – high volume (large quantities), high velocity (e.g. data is generated per second), or high 

variety (contains various type of information).  

Big data comes from sensors, devices, video/audio, networks, log files, transactional applications, 

web, and social media - much of it generated in real time and hence of a very large scale. 

 

Thus, Big Data Analytics to understand some hidden patterns, earlier unknown correlations, 

trends of the market, customer preferences and other useful information for not only businesses 

but governments also.  

Economy Survey highlights its use in the form of – ‘Estimation of Property Tax Potential from 

Satellite Imagery’ which predicts on the basis of studies in Jaipur and Bengaluru – increase in 



 

 

Property Tax collection from current Rs. 4400 Crore to Rs. 22000 Crore (considering compliance 

by only 80% property owners).  

It is used even in Sports - to improve training and understanding competitors, using sport sensors. 

It is also possible to predict winners in a match as well as future performance of players. 

Deflator 

A deflator serves as a price index in which the effects of inflation are nulled (by comparing present 

prices to some base year prices; Real and Nominal values) 

Economy Survey talks about Real Monthly Per Capita Expenditure that has been calculated using 

the CPI deflators. The aggregate deflator has been calculated by taking rural and urban 

population weighted CPI –Agricultural Laborers and CPI-Industrial Workers average. 

Similarly, we also come across the term GDP Deflator – which compares Nominal GDP and Real 

GDP figures and shown as: 

Gross Domestic Product which is the overall value of all final goods and services made within the 

borders of a country (domestic) where as Consumer Price Index represents the price level for the 

selected items only. 

Though, deflators provided better picture of economy, we use CPI to target inflation as CPI 

numbers are available timely; in shorter time period (monthly) than GDP deflator numbers which 

are made available along with GDP numbers (quarterly). 

Also, because RBI’s job of monetary policy is to see that the public’s inflation expectations are 

also kept in check, to prevent wage-price spirals. Interest rates also need to be kept sufficiently 

above CPI inflation, so that households continue to park their savings in bank deposits as opposed 

to gold or real estate – so that this money in turn can be used for Lending by banks.  


