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O
n September 24, theMinistry
of Statistics andProgramme
Implementation (Mospi)
hosted a conference in

Mumbai, bringing together over 50
economists and forecasters fromvar-
ious organisations todiscuss the revi-
sionof thebase year for India’sGross
Domestic Product (GDP).

This eventunderscores the impor-
tanceMospi places onwider consulta-
tion, especially given the criticismand
debates surroundingpreviousbase year
revisions. The involvement of sucha
largenumber of experts highlights the
ministry’s intent to ensure transparency
andaddress the concerns raisedduring
earlier base year changes.

GDP is a broadmeasure of a
country’s economic size and is com-
monlyused to compare the economic
performanceof different countries, par-
ticularly in termsof the growth rate of
economic activity.

It is usuallymoremeaningful in
“real” terms, i.e., netting out the effect
of price changes or inflation over the
years.Macroeconomic data likeGDP
requires a base year to provide a refer-
ence point formeasuring economic
growth over time. The base year for
macroeconomic data is revised periodi-
cally to ensure that the economicmeas-
urements accurately reflect the current
structure of the economyand account
for changes in the relative prices and
output composition.

PCMohanan, former acting chair-
manof theNational Statistical
Commission (NSC), said that a base year
enables inter-year comparisons as it
gives an idea about changes inpurchas-
ingpower of thepeople andallows cal-
culationof inflation-adjusted growth
estimates.

“However, the indicators that consti-
tute the calculationofGDP in aparticu-
lar base year becomeobsolete,which
renders the inter-year comparisons
pointless as the economy is continually
undergoing structural changes. This
prompts theneed for determining anew
base year,which leads to the reconstitu-
tionof the indicator basket andprovides
amore accurate picture of economic
growthand trends over time,” he added.

Controversiessurrounding
currentbaseyear
The last base year revisionwasunder-
takenbyMospi in January 2015,when
thebase year forGDPcomputationwas
changed to 2011-12 from2004-05.

However, the exercisewasmarred
by several controversies. Primary
among themwas the replacement of
computingGDP of the private corpo-
rate sector (PCS) directly from the
audited balance sheets of theMinistry
of Corporate Affairs (MCA) database
and the use of PCS data for estimating
manufacturing sector GVA,mostly dis-
carding the Index of Industrial
Production (IIP) andAnnual Survey of
Industries (ASI) data in the process.

RNagaraj, currently adistinguished
senior fellowat theCentre for Liberal
Education, IITBombay, had then con-
tended that historically, PCS (morepre-
cisely, non-financial PCS)was small,
and its outputmostly came froma small
number of large companies, accounting
formost of thepaid-up capital (PUC) as
captured in theReserveBankof India
(RBI) dataset. The sample estimates
were then scaledup for thePCSuni-
verse, that is, all registered companies.

“However, the last threedecades
havewitnessedphenomenal growth in
thenumber of registered companies,
diversifying away from themanufactur-
ing sector into services, especially in the
financial sector. But their contribution

todomestic output remainsunknown
as theymostly donot file their audited
balance sheetswith the registrar of com-
panies (RoC)—a statutory requirement.
Since thePUCof theuniverse ofwork-
ing companies is unknown, theblow-
ing-upmethod led tomisleading esti-
mates,” he contended.

The 2015 exercise also faced criticism
forunderestimating theunorganised
sector in the country, as theuse of bal-
ance sheets to calculateGDP, insteadof
taking value-added figures from the
producingunits,means a lower cover-
age for informal sector producers,who
arenot listed as companies.

Fast forward to September 2023,
former chief economic advisorArvind
Subramanianandeconomist Jose
Felman, in apiece inBusinessStandard,
questioned the single deflator (deflating
thenominal value-added in each sector
by variousprice indices) used to calcu-
late realGDPgrowth fromnominalGDP
growth, rather than the internationally
standard techniqueof doubledeflation
(deflating output byoutput prices and
inputs by input prices).

In a 10-point rebuttal postedonX
(earlier knownasTwitter), the finance
ministry said that arguingnominalGDP
growth ismore reliable because India
has issueswith its calculationof the
GDPdeflator is to invent anargument
wherenone exists. “This is just to justify
the liking fornominalGDPgrowth
because it has beenmoderating in
recent quarters after thehighgrowth in

the first financial quarter of FY23. In
otherwords, criticswant to latchon to
anything that doesnot paint the Indian
economy ina good light,” it said.

InApril this year, Felman and
Subramanian, in another piece, argued
thatwhile overall GDPgrowth seems
robust, consumption, according to
other sources of government data,
appears tepid and this is “a sign of

seriousmeasurement problems”. Also,
there is a discrepancy between two
methods of estimatingGDP—thepro-
ductionmethod and the expenditure
method—alongwithhow the Indian
systemaccounts for the effect of infla-
tion onGDPgrowth.

Meanwhile, former chief statistician
Pronab Sen said that averaging produc-
tion and expenditure sides is acceptable
in advanced countries but not in devel-
oping countries, as India does not
measure the two sides ofGDP inde-
pendently, and the data on the expendi-
ture side (ofwhich consumption is a
part) is quite poor.

“Ondeflator, the criticism that it is a
derived figure is not correct.Wedo cal-
culateWPIdirectly,where theprices of
various goods and services aremeas-
ured throughanestablishedbasket and
markets; though, the issue is thatwe
need to revise thebase year for it as
well,” Senadded.

Thenewbaseyear
In June this year,Mospi set up a 26-
memberAdvisoryCommittee on
National Accounts Statistics (ACNAS)
to decide the base year for gross domes-
tic product (GDP) data, under the chair-
manship of BiswanathGoldar, former
professor of the Institute of Economic
Growth. The revisionprocess is
expected to be completed by
February 2026.

Besidesdeciding thenewbase year,
thepanel is also slated to take a call on

the alignment ofGDPwithother
macro indicators like theWPI, CPI, and
IIP.MoSPI is leaning towardsusing
2022-23 as thenewbase year forGDP,
though2023-24 is also being considered
by the committee.

MadanSabnavis, chief economist at
BankofBaroda, said that choosingFY23
as abase year is fraught, as there is still a
hugedownwardbias in the economy.
According tohim, FY19 is a better year
as inflationwaswithin the central
bank’sMonetaryPolicyCommittee
(MPC) target.

“DuringFY2014-19, therewas an
increase of around ~42 trillion in real
terms. In contrast, between2020and
2024, the real increasehas been in the
order of just ~34 trillion.Hence,
whileGDPgrowth rateshavebeen
impressive in the last three years, they
have comeover lownumbers fromFY20
andFY21.Weare clearlynot yet back to
normal.Also, inflationhasbeen
unusuallyhigh for the last four years,
whichwill tend todepress thenumbers
going ahead,” he added.

Newdatasetsandsources
To address themethodological
criticisms associatedwith the current
2011-12 base year, the advisory com-
mittee will also look to include new
databases and change the composition
of indices to capture a better picture of
the economy.

“There were discussions on
including the goods and services tax
(GST) database for the purpose of cal-
culating GDP, and discussions are hap-
peningwith the financeministry. Till
now, the Goods and Services Tax
Network (GSTN) has been reluctant to
share such data withMoSPI, citing
confidentiality concerns. Also, the
issue of double deflationwas dis-
cussed, with participants suggesting a
potentialmove to thismethod,” said a
participant, who attended theMoSPI
conference last week inMumbai,
requesting anonymity.

However,Mohananargues that the
GSTdatabase is not stable due to the
frequent changes in rate structure and
input tax credit,which lead to large and
frequent fluctuations in the figures.
Also, theprovisionof input tax credit
makes it difficult to tell whether there
was real production.

Since India is soon going to have a
new base year for its national
accounts, it would be prudent
for the government to engage inwider
consultations so that some of the
issues that plagued the earlier revision
do not recur.
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PAST
CONTROVERSIES
n Replacement of IIP and ASI data for
computing GDP of the private
corporate sector with audited
balance sheets of the Ministry of
Corporate Affairs

n Since the paid up capital of the
universe of non-financial
operational firms is unknown, the
blowing-up method led to
misleading estimates for the share of
non-financial PCS

n Underestimating the unorganised
sector in the country due to lower
coverage for informal sector
producers who are not listed as firms

n Use of the single deflator to
calculate real GDP growth from
nominal GDP growth, instead of
using double deflation method

BRAINSTORM
OVER BASE YEAR
Mospi'smovetochangeGDP’sbaseyearaimsto
improveaccuracy,addresscontroversies,and
alignwitheconomicrealities

— TENDER CARE — — Advertorial

UCO Bank has launched a special fixed deposit Scheme
“UCO 333” for deposit period of 333 days for a limited period.
The Scheme is applicable on domestic retail term deposits
below Rs 3 Crore. The Scheme is offering higher interest rate
@7.30 % p.a for general customers and @ 7.55 % p.a for
Senior Citizen depositors which will benefit the customers to
earn higher rate of return in their investment.
The offered rate under “UCO 333” is among the best rates
offered by Public Sector Banks (PSBs). Bank is aggressively
promoting this scheme to its existing customers as well as new
customers.

The Steel Authority of India Limited (SAIL), the largest govern-
ment owned steel producer in India, and leading global
resources company, BHP, are collaborating to support steel-
making decarbonisation, following the signing of a Memorandum
of Understanding (MoU) between the parties. This collaboration
is an important step for SAIL and BHP in promoting lower car-
bon steelmaking technology pathways for the blast furnace
route in India.Under this MoU, the parties are already exploring
a number of workstreams supporting the potential decarboni-
sation at SAIL’s integrated steel plants which operate Blast
Furnaces (BF) with an initial study to assess various strategies
to reduce greenhouse gas emissions (GHG).Chairman, SAIL
Shri Amarendu Prakash commented, “SAIL is looking forward to
this collaboration with BHP in taking a step forward towards
engaging in developing sustainable ways to produce steel. The
emergent need to align the steel sector with climate commit-
ments is non-negotiable.”

Indian Bank has opened new Branch at Adugodi, under Zonal
Office, Bengaluru on 08.10.2024. The branch was inaugurated
by Shri Pankaj Tripathi, Field General Manager, Bengaluru in the
presence of Shri C D Rama Rao
Zonal Manager, Bengaluru,
Shri APMahapatra, DGM, FGMO,
Executives, staff & esteemed
customers.
Speaking on the occasion
Shri Pankaj Tripathi, Field General Manager, Bengaluru said that
Indian Bank is posting good results consistently. Bank has
opened 76th branch in Bengaluru and is focusing on improving
low cost deposits including CASA, Individual Deposit, Institutional
deposit, Retail & MSME Business.

Bank of Baroda announced that the Bank has signed cricketing
legend Sachin Tendulkar as the Bank’s Global Brand
Ambassador. The strategic part-
nership between Sachin Tendulkar
and Bank of Baroda is built on a
profound alignment of core values
like excellence & trust. The
partnership comes at an oppor-
tune time with Bank of Baroda
poised to script the next phase of
its transformation journey as it pursues a faster growth trajecto-
ry, leveraging Sachin’s brand aura.
Bank of Baroda is launching its first campaign featuring Sachin
called “Play The Masterstroke”. The campaign encourages
people to play a masterstroke and score big to realise their finan-
cial aspirations by choosing a Bank that is trusted by millions and
backed by a legacy of over a century.

Hindustan Petroleum Corporation Limited (HPCL) has achieved
a significant milestone with its first-ever export of HP
Lubricants to the United States, marking its presence in the 30th
country globally. In a major breakthrough, HPCL's premium Shock
Absorber Oil, HP SHOX OIL DC, has been selected by M/s.
Duroshox, a leading manufacturer of vibration isolation, motion
control, comfort, and
damping solutions, for use
in their solar panel
dampers produced at their
state-of-the-art facility in
San Antonio, Texas. This
development underscores
HPCL's growing international presence and its commitment to
expanding its lubricant business globally. The US market, being
the largest consumer of lubricants worldwide, presents immense
opportunities for growth. Key Highlights: lFirst-ever export of HP
Lubricants to the United States lEntry into the 30th country
globally for HPCL's lubricant business l Annual consumption
expected to be around 250 KL, with potential for growth l HP
SHOX OIL DC selected for use in Duroshox's solar panel
dampers
ED – Lubes, HPCL, Shri CH Srinivas said, "This milestone marks
a significant step forward in our strategic expansion plans. We are
proud to have made inroads into the US market, and we look
forward to exploring further opportunities for growth and
collaboration."

Indian Bank has inaugurated the shifting of Khallingi Branch to
a new premises at Khallingi Bus Stand. GP Khallingi. M Aruna,
Field General Manager, Bhubaneswar has
inaugurated the New premises of Khallingi
Branch in the presence of Uchhab Chandra
Patra, Zonal Manager, Berhampur and
Arakshita Sahoo, Deputy Zonal Manager,
Berhampur. Uchhab Chandra Patra, ZM, Berhampur thanked all
the customers for attending the Inauguration and also explained
about various Bank Products i.e., Self Help Group (SHG), Home
Loan, Vehicle Loan, MSME Products and services offered by
Indian Bank.

Indian Bank has sponsored 600 changing
rooms for women pilgrims for the forth-
coming Mahakumbh Mela 2025. An MOU
was exchanged between Indian Bank &
Kumbh Mela Administration in the august
presence of Hon'ble Chief Minister of Uttar
Pradesh Shri Yogi Adityanath, Hon'ble Deputy Chief Minister
Shri Keshav Prasad Maurya, Indian Bank Chief General Manager
Lucknow Shri Sudhir Kumar Gupta & Field General Manager
Prayagraj Shri Navin Kumar Srivastava at Prayagraj.
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