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Explanation of Terms 

 

Terms Explanation 

Buoyancy ratio Buoyancy ratio indicates the elasticity or degree of responsiveness of a fiscal 

variable with respect to a given change in the base variable. For instance, for 

2010-11, revenue buoyancy at 0.7 implies that revenue receipts tend to 

increase by 0.7 percentage points, if the GSDP increases by one per cent. 

Core public goods and merit 

goods 

Core public goods are which all citizens enjoy in common in the sense that 

each individual's consumption of such a good leads to no subtractions from 

any other individual's consumption of that good, e.g. enforcement of law and 

order, security and protection of our rights; pollution free air and other 

environmental goods and road infrastructure etc. Merit goods are 

commodities that the public sector provides free or at subsidised rates because 

an individual or society should have them on the basis of some concept of 

need, rather than ability and willingness to pay the government and therefore 

wishes to encourage their consumption. Examples of such goods include the 

provision of free or subsidised food for the poor to support nutrition, delivery 

of health services to improve quality of life and reduce morbidity, providing 

basic education to all, drinking water and sanitation etc. 

Development expenditure The analysis of expenditure data is disaggregated into development and non-

development expenditure. All expenditure relating to Revenue Account, 

Capital Outlay and Loans and Advances is categorised into social services, 

economic services and general services. Broadly, the social and economic 

services constitute development expenditure, while expenditure on general 

services is treated as non-development expenditure. 

Debt sustainability  The Debt sustainability is defined as the ability of the State to maintain a 

constant debt-GSDP ratio over a period of time and also embodies the 

concern about the ability to service its debt. Sustainability of debt therefore 

also refers to sufficiency of liquid assets to meet current or committed 

obligations and the capacity to keep balance between costs of additional 

borrowings with returns from such borrowings. It means that rise in fiscal 

deficit should match with the increase in capacity to service the debt. 

Debt stabilisation A necessary condition for stability states that if the rate of growth of economy 

exceeds the interest rate or cost of public borrowings, the debt-GSDP ratio is 

likely to be stable provided primary balances are either zero or positive or are 

moderately negative. Given the rate spread (GSDP growth rate – interest rate) 

and quantum spread (Debt*rate spread), debt sustainability condition states 

that if quantum spread together with primary deficit is zero, debt-GSDP ratio 

would be constant or debt would stabilise eventually. On the other hand, if 

primary deficit together with quantum spread turns out to be negative, debt-

GSDP ratio would be rising and in case it is positive, debt-GSDP ratio would 

eventually be falling.  

Sufficiency of non-debt receipts Adequacy of incremental non-debt receipts of the State to cover the 

incremental interest liabilities and incremental primary expenditure. Debt 

sustainability could be significantly facilitated if the incremental non-debt 

receipts could meet the incremental interest burden and the incremental 

primary expenditure. 

Net availability of borrowed 

funds 

Defined as the ratio of the debt redemption (Principal + Interest Payments) to 

total debt receipts and indicates the extent to which the debt receipts are used 

in debt redemption indicating the net availability of borrowed funds. 
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