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Abstract 

After the opening up of the economy in 1990 the whole world has become one market. Covid-19 is badly 

affecting the world and also Indian Economy. This is an unimaginable situation. After COVID -19 world 

economies have been changed. World has been fighting corona virus, but it has no power to control it. Maybe 

after the invention of vaccines it may go but its impact now on the world economy is unimaginable. Same situation 

is in India also. COVID-19 impacts the economists to a great extent and slows down the economies of the world. 

Covid-19 adversely affected Indian economy. According to the World Bank, the current pandemic has “magnified 

pre-existing risks to India’s economic outlook.” In this paper I describe the Economic Situation of Indian economy 

before Pandemic, Impact of lockdown on the Economy and Policy measures to come out of this situation. 
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Introduction 

The COVID-19 pandemic, also known as the corona virus pandemic, is an ongoing global pandemic of 

corona virus disease 2019 (COVID-19) caused by severe acute respiratory syndrome corona virus 2 (SARS-coV-

2). The outbreak was first identified in Wuhan, China in december2019.The World Health Organization (WHO) 

declared the outbreak a Public Health Emergency of International Concern on 30 January 2020 and a pandemic 

on11march. As of 23 July 2020, more than 15,497,306 cases of COVID-19 have been reported in more than 21 

countries and territories, resulting in more than 632,638 deaths. The First Case of COVID-19 in India, which 

originated from China, was reported on 30 January 2020.As of 23 July 2020, the Ministry Of Health and Family 

Welfare (MOHFW) has confirmed a total of 1,285,236 cases and 30,607 deaths in the country. India currently 

has the largest number of confirmed cases in Asia, and has the third highest number of confirmed cases in the 

world after the United States and Brazil.  

In India first lockdown was announced on 24th march 2020. From daily wage workers to IT company 

officers, many have lost their jobs due to the pandemic outbreak. The airlines are shut, the hotels are vacant and 

the marketplace is empty. On the whole, the pandemic and the lockdown have put great stress on all the industries 

in general. The production activities have come down to a minimum except for the essential commodities. Even 

the agriculture sector is affected by the prevailing situation. There is hardly any manpower available for harvesting 

and selling purposes. As per the Centre for Monitoring Indian Economy (CMIE), the unemployment rate shot 
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from 8.75% in March 2020 to 27.1% in May. In the three weeks of June the unemployment rate dropped to 17.5%, 

11.6% and now as on 22nd July 2020 it is 7.8 %.( Urban 10.5% and Rural 6.6 %) 

Objectives 

 To understand impact of COVID-19 on overall Indian economy 

 To understand impact of COVID 19 on different sectors 

 To study what are the measures taken by Indian Government to come out of this situation 

Research Methodology 

      In this study I have taken survey reports and study reports by various agencies like CMIE, IHS Markit, and 

Consumer Confidence Survey (CCS). I have chosen the reports published in March to June month to understand 

the impact of COVID-19on Indian Economy and also I studied various newspapers which were published in these 

5 months. 

Economic Situation of Indian economy before Pandemic 

The cost of lockdown was very high. We can access the part in the form of pinging down of GDP. Let’s 

try to understand what was the   state of affairs of our economy before the lockdown started that is before 24th 

march 2020, GDP of India was declining since 2016-17.It came down from 8.3 % to 4.2 % in 2019-2020. In a 

pre 2020 International Monetary Fund (IMF) estimated Global Gross Domestic Product (GDP) was contract by 

3% but now it is go down to 5.3 %.Many economists try to explain the situation. One of the analyses that were 

put forward in the year 2019 by Dr Aravind Subramanian who was chief economic advisor to India during a 

period of 2014 to 2018 and Josh Felman wrote in a draft working paper of the Harvard University’s centre for 

international development that the Indian economy was heading towards the great recession. Their conclusion 

was that the India had been facing tween balance sheet problems. The first balance sheet problem occurred when 

the loans were given to Steel, Power and Infrastructure which turned bad and the NPA of banks increased. This 

happened during the period of 2004 to 2011.After march 2019 the total NPA of the banks was 8 lath crore rupees. 

Since last 4 years the government has to spend 2, 46000 crores of rupees to the banks to strengthen their financial 

position. But the banks could not use that money for development purpose. Second balance sheet problem 

occurred when the banks provided loans to Non Banking Financial Institutions. (NBFI) After demonetization the 

loans were indirectly given to real estate’s through NBFI. When the demand for homes decreased, many NBFI 

became defaulters and the NPA of banks increased. RBI Governor Shakthikanta das in his television interview 

said that India’s GDP growth will be in negative territory in the year 2020-21 due to corona virus which has 

disrupted the economy. 

 The repo rate of India has been declining over the years. The repo rate by the reserve bank of India has 

been constantly cut which is now 4%.but the pre impact of corona virus and the collapse in the consumer demand 

did not generate the desired stimulus to capital investment. As for India’s exports concerned, exports in June 2019 

were USD25.01billion, as compared to USD27.70 billion in June 2018, exhibiting a negative growth of 9.71 

percent. In rupee terms, exports were Rs.1, 73,682.55 crore in June 2019, as compared toRs1, 87,800.20 crore in 

June 2018, registering a negative growth of 7.52 percent. In June 2019, Major commodity groups of export 

showing positive growth over the corresponding month of last year are: Iron ore, Electronic goods, Ceramic 

product, Spices, Drugs and pharmaceuticals. As for as imports concerned imports in2019 were USD 40.29 billion 

(Rs.2, 79,771.07 crore) which was 9.06 percent lower in dollar terms and 6.85 percent lower in rupee terms over 
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imports of USD 44.30 billion (Rs. 3, 00,351.83 crore) in June 218.Major commodity groups of import showing 

negative growth in June 2019 over the corresponding month of last year are pearls and precious stone, petroleum, 

crude, and product, electrical and non-electrical machinery, coal and electronic goods. 

Impact of lockdown on Indian Economy 

Sector wise Impact of COVID-19 on Indian Economy 

Service industry and Business activity  

        The services industry and businesses went down miserably in April due to the lockdown. A survey by a 

private information based company named IHS Markit showed “extreme decline” in business activity. The impact 

of COVID-19 on the financial services business is seismic. While other industries such as the Travel, 

Transportation, Hospitality, Insurance, Retail, and Telco are severely impacted it is the resiliency and continuity 

of the financial services markets that will support Governments and businesses during and post crisis ensuring 

liquidity is available. All eyes will be tuned to the financial services industry to see if they can respond in a manner 

that reduces the global economic impact of COVID-19. The services business activity index came down to a 5.4 

which should be around 40. The situation didn’t improve much in the month of May as well but the index rose to 

12.6. The closure of tours also contributed to the sinking of businesses. The main purpose of business is to satisfy 

the needs and wants of the society. The modes of business are agriculture, trade, Manufacturing, and the services. 

Indicator of business is Return on Investment (ROI) means profit/investment. Once COVID attacks every 

businessman starts thinking how its impact is on business. In these pandemic customers willingness and ability 

to use and buy are decreasing. It creates a decrease in demand for the products, when the demand decreases 

production also decreases and the business houses suffer loss. Obviously its impact is on market share. Market 

size, Cost and capital. Willingness, ability and access are the major factors which creates impact on total business 

Industrial production 

Industrial production in India faced a dramatic shift in April when the country went into lockdown and 

most industries and factories were not functioning. The index fell sharply by 55.5% in comparison to the same 

time a year before. The affected sectors are mining, manufacturing, electricity, and even consumer durables. The 

government also stated that the majority of industries reported no production for the month of April. 

 

Agriculture 

The impact of COVID-19 on the economy is no doubt devastating. No sector has escaped its impact. Its 

impact on agriculture is complex and varied across diverse segments that form the agricultural value chain. Even 

among the different segments, its impact varies widely among different regions and among producers and 

agricultural wage Labourers. This impact will reverberate across the larger economy and will linger longer than 

a few months. The problems in agriculture at the moment are primarily related to (a) Labour availability and, (b) 

inability to access markets for produce due to issues in transportation as well operation of markets. The non-

availability of Labour has hurt operations in many parts. Some parts of agriculture that have the luxury of 

deploying technology for harvesting, like Paddy and Wheat, are relatively more insulated since they often do not 

have to depend on  a large number of manual Labourers. The increasing use of mechanical harvesters for paddy 

has helped in the present circumstances, though their inter-state movement has been severely curtailed. However, 

commercial crops are drastically hit as they tend to be more dependent on migrant Labour. Consequently, the 

shortage of migrant Labour has resulted in a sharp increase in daily wages for harvesting crops. In many areas, 
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the rise is as high as 50 percent, making it un remunerative for producers since prices have collapsed due to either 

lack of market access including the stoppage of transportation and closure of borders. This is in contrast to areas 

where migrant Labourers have returned home from urban areas and this has led to a sharp decline in consumer 

wages. 

  

Consumer confidence 

Consumer confidence collapsed in may 2020.with the current situation index(CSI) touching historic low 

and the one year ahead future expectations index (FEI) also recording India sharp fall entering the zone of 

pessimism as per the consumer confidence survey (CCS) released by Reserve Bank Of India, industrial base is 

flourishing only because of its large consumer base. Without the confidence of customers in various sectors, the 

market will fail. But the data received from the Reserve Bank of India showed that the people appeared to be 

pessimistic about the current situation and future expectations.  Real private final consumption expenditure 

(PFCE) is expected to decline by 0.5% during 2020-21 but likely to record 6.9% growth next fiscal. Bank credit 

was 6.1 % in 2019-20 which was 13.3 in the previous year which shows that the consumption level of people has 

gone down. 

 

Unemployment rate 

Data collected from various sources reveal that millions of Indians lost their jobs owing to the countrywide 

lockdown. It affected households of many daily wage-earners and the quality of life of others. The reports from 

the Centre for Monitoring Indian Economy (CMIE) revealed that the unemployment rate increased dramatically 

in late March and soared higher in April. Unemployment rose from 6.7% on 15 March to 26% on 19 April and 

then back down to pre-lockdown levels by mid-June .During the lockdown, an estimated 14 crore  (140 million) 

people lost employment while salaries were cut for many others. More than 45% of households across the nation 

have reported an income drop as compared to the previous year. Major companies in India such as Larsen & 

Toubro, Bharat Forge, Ultra Tech Cement, Grasim Industries, Aditya Birla Group, BHEL and Tata Motors  have 

temporarily suspended or significantly reduced operations. Young startups have been impacted as funding has 

fallen. Fast-moving consumer goods companies in the country have significantly reduced operations and are 

focusing on essentials. 

Policy measures to come out of this situation 

To uplift the Indian Economy and overcome the impact of Corona Virus Pandemic India’s Prime Minister 

Narendra Modi announced on 12th may 2020 Rs 20 lakh crore special economic package equivalents to about 

10% of India’s GDP which will make India a truly self-reliant country. Prime Minister Narendra Modi said in his 

speech that the 21st century belongs to India and it is the time for us to become self-reliant for which we have to 

focus on 5 pillars. And they are 

 Economy - Moving away from incremental changes with quantum jumps in the economy 

 Infrastructure - Building infrastructure which recognizes Modern India 

 System - Technologically Driven Systems & Processes 

 Demography - Building strength and capabilities on world’s youngest demography 

 Demand - Well functioning demand and supply chains to full capacity. Where by the strength of our demand 

and supply chain should be utilized to full capacity. 

  

https://en.wikipedia.org/wiki/Larsen_%26_Toubro
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Throughout his speech, PM Modi emphasized on "Aatma Nirbhar Bharat" meaning Self-Reliant India, 

where Indians shall focus on strengthening local products & services, strengthen local supply chains." The focus 

on economic package will make India become self-reliant through developing local supply chains, strengthening 

local supply chains as during the lockdown the importance of local supply chains and retailers came to highlight. 

This is a bold package that will cover, land, labour and liquidity related issues. This package will accomplish all 

the needs of the 130 crore Indian citizens and serve the small businesses including, fishermen and farmers.  

Narendra Modi said this package will help to build the broken supply chain." The economic package will cover 

different aspects of the economy including Agriculture, MSMEs (Micro, small and medium enterprises) 

Industries, Common Man, laborers and different vulnerable sections of the economy. Earlier, Finance Minister 

Nirmala Seetharaman had also rolled out a financial relief package of Rs 1.7 lakh crore which was intended for 

the most vulnerable sections of the society including farmers, Labourers, daily wage earners, Migrant workers, 

women and disabled people. Over five consecutive days of interaction with the country’s financial media, Finance 

Minister Nirmala Seetharamam provided the break-up of Prime Minister Modi’s Rs 20 lakh Crore COVID-19 

stimulus for India. 

Stimulus provided in Announcement in economic package1            Rs in Crore 

Fund for funds for MSMEs  50,000 

Emergency W/C facility for business including MSMEs 3,00,000 

Subordinate Debt for stressed MSMEs 20,000 

EPF support for Business and workers 2,800 

Reduction in EPF rates  6,750 

Special liquidity scheme for NBFC/HFC/MFIs  30,000 

Partial credit guarantee scheme for liabilities of NBFCs and MFLs 45,000 

Liquidity injection for DISCOMS 90,000 

Reduction in TDS/TCS rates  50,000 

Total 5,94,550 

Stimulus provided by announcement in Economic package 2 
 

Free Food Grain Supply to Migrant Workers  for 2 months 3,500 

Interest subvention of Mudra Shishu Loans  1,500 

Special Credit facility to street vendors housing CLSS-MIG  70,000 

Additional Emergency Working Capital through NABARD          30,000 

Additional Credit through Kisan Credit Card  2,00,000 

Total 3,10,000 

Stimulus provided by announcement in economic Package 3 
 

Food Micro Enterprises 10,000 

Pradhan Mantri Matsya Sampada Yojana 20,000 

Top to total: Operation Greens  500 

Agri ,Infrastructure Fund 1,00,000 

Animal Husbandry Infrastructure Development Fund 15,000 

Promotion of herbal  cultivation  4,000 

Beekeeping Initiative  500 

Total 1,50,000 

Stimulus 4 and 5 of economic package 
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Viability Gap Funding 8,100 

Additional MGNREGA Allocation 40,000 

Total 48,100 

Overall stimulus provided by Atmanirbhar bharat package 
 

Part 1 5,94,550 

Part 2 3,10,000 

Part 3 1,50,000 

Part 4 and 5 48,100 

Earlier Measures including PMGKP 1,92,800 

RBI measures 8,01,603 

Grand total 20,97,053 

 Suggestions 

 Demand should be created in the Domestic market. 

 Supply chain should be maintained properly. 

 Government should focus on supporting industries and MSME should get priority. 

 Proper planning to generate employment including migrants. 

 Government should make provision for Purchase of agriculture products and Crops. 

 Suspending/reducing of port fee and other logistics fees over the next few months to help revive the 

imports and exports. 

 Foreign Direct Investment should be permitted and encouraged only in those sectors which would 

significantly contribute to income generation, Employment creation, and net export earnings. 

Conclusion 

The pandemic outbreak impacted the whole world and is declared a national emergency by the World 

Health Organization. It may try to destroy the Indian economy by attacking the main GDP contributor’s viz., 

investment, external trade, and private consumption. The GDP might fall as India was not prepared for such a 

sudden recession. Many nations agree to the fact that India may suffer a lot because its economy wasn’t great 

even before the Covid-19 outbreak. Prime Minister, Narendra Modi, has devised several fiscal measures along 

with the Finance Minister, Nirmala Seetharaman, and her Economic Task Force to tackle and stabilize the 

economic crisis lying ahead of the Indian economy. 
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