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Why in News?

Recently, the Uttar Pradesh government is expected to offer multiple benefits to state employees ahead of
Diwali.

Key Points

= Three Potential Benefits:
o Dearness Allowance (DA) Hike: A 4% increase in DA, bringing more financial relief to
state employees by adjusting their income to match inflation.
o Bonus Announcement: The state government may provide a Diwali bonus to employees,
offering additional financial support for the festive season.
o Retirement Age Review: Discussions are ongoing about possibly increasing the
retirement age for specific government employees.
= Dearness Allowance (DA):
o |t is the cost-of-living adjustment to offset inflation, provided to government employees and
pensioners. Itis calculated as a percentage of the basic salary.
= Impact on Economy:
o Increased Consumer Spending: The hike boosts disposable income, especially around
festive periods, spurring consumer demand.
o Inflation Control: DA helps employees manage inflation, but.an increase in demand could
potentially raise inflation if supply doesn’t keep pace.
o Fiscal Pressure: For the government, DA hikes increase expenditure, which may strain
the fiscal budget but stimulate economic growth through consumption.

Inflation

= Inflation, as defined by the International Monetary Fund, is the rate of increase in prices over a
given period, encompassing a broad measure of overall price increases or for specific goods and
services.

= |t reflects the rising cost of living and indicates how much more expensive a set of goods and/or
services has become over a specified period, usually a year.

o' In India, inflation's impact is particularly significant due to economic disparities and a large
population.
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