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SUSTAINABILITY OF INDIAN ECONOMY POST LOCKDOWN
(CORONA PANDEMIC)

CS Roshni Sharma

ABSTRACT

No one likes an encounter in any way with the crisis while enjoying the advantages of comfort,
but crisis also has some attributes and primary out of them is that it exposes our position in each sphere
and teaches the way how to handle it, now it depends on us whether we learn or just have fun. The
emergence of an uncalled virus was handled by announcing lockdowns in almost all the parts of world on
account of its very nature of spreading by contact. India also dealt in same manner and locked down the
2nd largest populous country in the world. It was a right and a well-timed decision as we have no other
option till date to fight the pandemic. The Decision though will have a huge impact on the economic
condition of India.
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Introduction
After the pandemic is over, there are big measures that must be taken by the government in

order to turn our country back on track. Worldwide expected economic effects of the virus will cost
around $4 trillion. This was long before the world had learned of COVID-19. (Corona Pandemic). It is
projected that India's GDP will slow down in 2020-21 to 2.8%. Lower class members have been hit
particularly hard because their salaries have vanished. According to the latest report, 400 million people
are at risk of going into deeper poverty in India.
Impact of Lockdown on Indian Economic Ecosystem

The World Health Organization (WHO) on 12th March announced the recent outbreak of the
novel corona virus disease (COVID-19) a pandemic, crumbling away Rs. 11.4 trillion of shareholders
wealth. India’s economy has already been suffering from slowdown in the recent past. Moody’s has
downgraded India’s growth to 5.3% in 2020 due to downside risks of Covid-19, the slowest in 11 years.
‘The supply side contagion effect’ has impacted manufacturing, agriculture, and the pharmaceutical
industry. Corona virus has brought various segments to stand still.

Sectors like tourism, aviation, hospitality, and trade have faced the first set of challenges; other
sectors too have faced the cyclic effect. As per reports, there has been 20% reduction in domestic travel
and about 75% reduction in international travel bookings. Hotel booking rates have also declined from
70% to 20%. There has been a down of 30-35% in restaurant business. Sales of poultry sector have also
come down by 80% losing a business of approximately Rs 1,500 - 2000 crores daily. The virus outbreak
has become one of the biggest threats to the global economy and financial markets. Being part of global
village India is not immune to the virus. While the Government of India as well as State governments are
treating and monitoring the situation closely to control the corona virus pandemic.

India’s ongoing GDP loses are likely to be approx. $5-10 billion (0.15 - 0.35 percent of GDP), as
per data. With more than 20% cut in benchmark indices; the Indian equity market has entered the bear
market territory. New corona virus has also driven investors to bid up bond prices, resulting in yields in
major economies to inch lower. Making things worse is the crude oil war between Saudi Arabia and
Russia, which has injected volatility into other assets. Sectors like paints, specialty chemicals, hair oil,
cement, PVC pipes, etc will benefit due to fall in crude prices. The domestic consumption slowdown
triggered by the failure of large financial institutions has led to another situation in the form of Yes Bank
crisis. While other commodities are down, gold has gone up because of the demand for a haven in
uncertainty(Singh & Nagmoti, 2020).
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COVID-19 has a deep impact on every aspect of our lives in India and the world.  It has emptied
roads, offices, schools, and metro stations etc. and a fear of ‘who and what next’. Most of the segments
are trying to make up for the loss through “work from home” practices and other manufacturing, logistics,
rest of the real economy as well as the services sector involving movements, are completely shut down
almost everywhere. The unprecedented nationwide lockdown that shut businesses, suspended flights,
and stopped all modes of transport will cost the Indian economy almost USD 4.64 billion every day and a
GDP loss of almost USD 98 billion(Sarkar, 2012).

Economies across the world plunged into deep contractions in the April-June quarter of 2020.
For India, the fall in real GDP (Gross Domestic Product) in the quarter was the record lowest at 23.9
percent, with the Reserve Bank of India (RBI) calling it “historic technical recession”. The contraction
continued in the second quarter at -7.5 percent and if this “technical” recession persists in the third
quarter of this fiscal year, it could turn into a full-fledged recession(Manish Dadhich et al., 2019). The
risks of prolonged disruption in economic activities exist depending on the intensity of the outbreak. In
such a lockdown scenario, the sectors that are most severely impacted are transport, hotel, restaurant,
and real estate activities.

Manufacturing Output Loss and reduction in GDP, Hit to Exports & Investments by 35%
Financial risks to companies in terms of revenue disruption, Cash flow issues(Rao, 2017). Post
lockdown, difficult for businesses to predict the level of demand. MSME and start-ups are the worst
hits. Seamless operation of physical supply chain in advent of exponential growth required. Lockdown will
have to be lifted in stages and the movement of people will have to be very restricted in the beginning as
it could enable a second wave of Covid-19.
Review of Literature

Agrawal Shruti et al., 2020 explored the effects of the ongoing Covid-19 Pandemic on the
Indian Economy vis-a-vis the supply chains across the country. While dealing with the international
impact, the authors have examined how the pandemic has catalysed the effects of the supply chain
barriers which have played a critical role in severely affecting the demand-supply system thereby slowing
down the pace of the economy to an all-time low.

Agarwal Shubhi & Singh Archna, 2020 examined the after-effects on the economy of India in
the light of the Covid-19 crisis. The paper throws light on the need of a wholesome and sustainable policy
framework that should be brought in place by the government to revive the already debilitating economic
ecosystem of the country. It also suggests how all the functionaries of the economic system must work
hand in hand in bringing about a major shift in the economy while keeping in mind the major challenges
that are being faced by the industries and other stakeholders.

Kumar Das, Kishore & Patnaik Shalini statistically assessed the impact of the ongoing
Corona Virus Crisis on the various sectors of the Indian Economy. Besides discussing the short- and
long-term impact of the Pandemic, the paper recommended various short- and long-term measures for
respective sectors that could be undertaken to bring about a paradigm shift in the sustainable functioning
of the economy considering the prevailing pandemic conditions.

Chaudhary Monika, et al., 2020 analysed the shockwave sent by the Sars-CoV-2 (Covid-19)
across the financial ecosystem of the Indian Subcontinent and assessed the damage caused to the
various sectors of the economy. Because of the integrated supply chain system and capital market
across the length and breadth of the world, the economic structure of India also suffered a major setback
in terms of depreciating GDP rate, loss of employment and strained the cash flow in the market causing
depreciation of domestic currency. While the country works towards salvaging the economy, the need of
the hour is to restructure the fiscal as well as the social policy measures so that there could be a
sustainable and efficient use of resources.

F. Siddiqui, Azizah, Manuel Wiederkehr et al., December 2020 scrutinised the socio-political
and the economic impact of Covid-19 in the Indian backdrop. With Covid-19 being declared a national
calamity, the financial and economic progress in India almost came to a stand-still and the aftershocks
are still being felt. The mitigating measures like lockdown further jeopardized the country's economic
growth. The paper suggests that if a proper emergency and preparedness response plan is put in place,
it will not only save the health of the people but will also by and large save India's already plummeting
economy.
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Patnaik & Sengupta, September 2020 discussed the fiscal and revenue aftermath of the
Covid- 19 catastrophe and a critical analysis of the economic measures that have been undertaken by
the Government and the RBI. An in-depth analysis of the fiscal and financial measures goes on to show
that the government must review its economic policies and must look for a self-sustainable paradigm that
could help in reviving the budget deficit that was a result of fall in tax collection.
Recommendations to Maintain Sustainable and Resilient Economy
 Invest in Sustainable Infrastructure

Infrastructure investments are an effective way to boost economic activity and create jobs. But
what kind of infrastructure should be built? Data from the 2008-09 financial crisis shows that South
Korea, which directed nearly 70% of its stimulus towards green measures, rebounded faster than other
economies in the Organisation for Economic Co-operation and Development (OECD). In the United
States’ 2009 Great Recession recovery package, investments in clean energy and public
transport created more jobs than traditional investments.

India too should take this opportunity to increase support for renewable energy, particularly
rooftop solar, through appropriate policies and business models. Decentralized solar power can help
spread critical services in remote regions if the upfront capital constraints can be addressed. It should
revisit the potential import duties on solar panels, since this may not increase domestic production, but
may raise the cost of solar power(Sahoo & Mishra, 2012).

Similarly, scaling up the electrification and adoption of public transport will be critically important
to reduce traffic congestion and air pollution. This should involve closer coordination with the electricity
sector and a greater focus on vehicle charging infrastructure(Manish Dadhich, 2017). Continued
investment in cold storage facilities and supply chains will ensure the preservation and timely delivery of
agricultural produce and reduce losses to farmers.
 Build the Resilience for the most Vulnerable

About 90% of India’s workforce is informally employed, which includes gig economy workers.
This population is extremely vulnerable to economic shocks and needs greater access to formal credit
and social safety nets such as insurance and pension schemes(Muthuprasad et al., 2021).

Beyond employment guarantees, a universal basic income – broader than current schemes that
are conditional upon occupation and land ownership – can help provide vital resources for subsistence,
or for investing in education and health. Greater access to bank accounts for the 20% of adults without
one, per 2017 data, would help efficiently deliver this income to households.Lastly, it is critically important
to expand access to clean water, clean air and primary health care. These will improve life expectancy
and increase economic and physical resilience(Naciri et al., 2020).
 Use Fiscal Mechanisms for Recovery and Resilience

Fiscal mechanisms can help support recovery and resilience efforts, while promoting low-carbon
development. The Indian government has announced an economic stimulus of INR 1.7 trillion ($24
billion), and is exploring another bailout of INR 750 billion for Micro, Small and Medium Enterprises
(MSME), among other steps(Manish Dadhich, 2018). Though MSMEs need immediate financing to deal
with their wage bills, the government can also infuse capital for them to undertake needed industrial
energy efficiency upgrades(Belhadi et al., 2020).

Several sectors, like the aviation and auto industries, will need support in order to recover. This
will require consideration of the fiscal situation, and it presents an opportunity to encourage greater
sustainability by making this support conditional on cleaner technologies and fuel efficiency.

Meanwhile, the government can increase taxes on luxury sectors with high environmental
impacts. It can also use this opportunity to rationalize fertilizer subsidy and increase taxes on fossil fuels,
with the savings and proceeds returning to target populations through cash transfers or social safety
nets.
 Encourage long-term Change in Behaviour

The current crisis has changed patterns of consumption. Electricity usage patterns have shifted
as people are working from home on more flexible schedules. Non-essential purchases have temporarily
ceased. All these offer an opportunity for implementing demand-side solutions to drive long-
term behavior changes for more sustainable development(Birda, 2019).
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For instance, encouraging conservation in energy – through nudges and tariff reforms – can
drive down consumption. Promoting reuses, recycling and repair models for consumption can contribute
to a circular economy and reduce the waste generated by current business models. Supporting the
continuation of work-from-home policies can drive down road traffic congestion and air pollution (Kaswan
& Rathi, 2020).

While encouraging the continuation of these new trends, the government should also foster new
behaviours. For example, with nearly 80% of the population expected to be in the middle-income bracket
by 2030, it is extremely important to attract them to public transport options(M. Dadhich et al., 2018). The
government could achieve this through expanding connectivity to business districts, improving and
streamlining the network and discouraging the use of cars through measures such as road congestion
pricing, paid street parking and higher taxes on luxury vehicles.
 Regulate Enabling Technologies

Finally, it is useful to consider that the future may see greater employment in the gig economy
and e-commerce sectors, as well as in new technologies that can help support future response and
resilience mechanisms. While supporting the development of such sectors, it is important to put the right
regulations in place to ensure data privacy and consumer protection(M. Dadhich et al., 2018).

The decisions taken today can provide immediate relief, but also secure a lasting economic
recovery, increase community resilience, and ensure a long-term pathway to sustainable development.

The World Bank in its Global Economic Prospectus Report has expected growth of 4% in world
economy and growth of 5.4% in Indian economy. This data may be taken as a motivating factor by the
government side as it has vital role to play in world economic game. Broad and short both perspectives
simultaneously be considered as speedy revival will require gross action on ground while policy making
for future will help in building the primary services such as health, sanitation, and education in a stronger
way. By offering creative solutions such as minimizing transport time, production cycle time, strategic and
operational factors, etc., several researchers have concentrated on improving the performance of Indian
SMEs(Sharma & Dadhich, 2014).
Conclusion

As the global economic prospectus report states that the effective management of Covid19
spread despite the onset of festive season combined and sustained improvement in high frequency
indicators and V shape recovery along with restriction distinguish in an economy as one riding against
the Covidwave. It is to be understood that India’s approach to this pandemic was very calibrated and well
thought out. Placing lockdown then packages to public, food facility and liquidity facility to MSME sector
are examples of not wasting time and taking actions to redress public grievances. Step by step unlocking
also helped in the idea of segmented reform process. The actual overall growth out-turn will depend on
the duration of the epidemic, and a part of these losses are likely to be recovered in the latter part of
FY2021 - if there is normalisation of economic activity and curbs are removed carefully. Also, timely and
continuing government interventions (monetary, fiscal, and administrative), if done effectively, will help
cushion the hit. However, if the situation gets unwieldy, or is mishandled, there will be a far bigger price
to pay.

The hastily imposed lockdown resulted in the loss of millions of jobs and triggered a mass
exodus of internal migrants from urban centres to rural areas. As far as job losses are concerned, the
Covid-19 pandemic has no parallel in the post-independent India. The Consumer Pyramids
Household Surveys carried out by the Centre for Monitoring Indian Economy show a sharp rise in
unemployment rates in the range of 8.35% to 23.52% during April-August 2020. As many micro and
small enterprises have started shutting their businesses, the biggest worry is that millions of jobs
could be lost permanently, which in turn, will dampen consumption and will have a knock-on effect on
the whole economy.

Out of work and facing an uncertain future, an estimated 10 million migrant workers returned
to their native places after the imposition of lockdown. What is shocking is that neither the Central
government nor state governments have data of migrant workers who lost their jobs or lives during
the lockdown. Apart from setting up a Centralised database of internal migrants, the government
should extend financial support to migrants who returned to their native places. Social protection
programmes (including cash transfers and subsidised food) can assist them to deal with the
economic shock of Covid-19.To support the livelihoods of the rural poor, the government must
strengthen the rural employment scheme ― the Mahatma Gandhi National Rural Employment
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Generation Scheme (MGNREGS) ― by allocating more funds and increasing workdays guaranteed
under the scheme. After the outbreak of corona virus, the demand for MGNREGS works has
increased due to disruptions in the agricultural supply-chains and the return of migrant workers to
their native villages. As a result, the funds allocated for the scheme have dried up.Along the lines of
MGNREGS, India desperately needs a nationwide urban employment scheme for poor people living
in urban India. Close to 90 million people in urban areas live below the poverty line. By guaranteeing
hundred days of wage employment in a financial year to an urban household, such a scheme could
provide livelihood security to those who are struggling to find re-employment quickly in the post-
lockdown period. Another major benefit is the improvement in urban infrastructure. In a nutshell if
India is to revive and move towards 4th industrial revolution the makers and executers had to take this
task on war foot because challenge is twofold; first is recovery and other is growth, therefore India as
a much wider economy must plan for a R.E.S.E.T. which it seems to have been started.
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