
      Corpus Juris                                                                                                 ISSN: 2582-2918  
      The Law Journal   website: www.corpusjuris.co.in	
	

 CORPUS JURIS|1 

IMPACT OF COVID-19 ON THE INDIAN 

ECONOMY 
-CHANDRA PRABHA1 AND GARVIT GOEL2 

 

ABSTRACT 

 

The research paper highlights the relationship between the economy and a pandemic like 

COVID-19. This research paper initiates with the basic question, what is a pandemic and 

its immediate effect, to provide a better understanding of the subject matter. This research paper 

also deals with various forms of relief provided by the central government in relation to India. 

These reliefs have been provided at various stages, after pondering upon their need and impact 

of the subjects of the nations varying from tax reliefs to no collateral loans. The central issue 

would be to elucidate the current economic impact on the nation in financial market eying 

various variables judged upon standard parameters. This impact would also be discussed from 

both sides of the market, i.e., Demand and Supply. The researcher has also highlighted the 

sectors in which the government can participate, apart from the relief provided to the 

mainstream sectors, to mitigate the impact of the pandemic. The researcher suggests that an 

amicable solution to an unprecedented situation like COVID-19 would be to move in a 

positive manner following the guidelines issued and procedures established. 
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INTRODUCTION 

 

Coronavirus disease (COVID- 19) is an infectious disease caused by a newly 

discovered coronavirus. Coronavirus is a large group of viruses that infect birds 

and mammals including humans and can cause illness ranging from mild to 

severe diseases.3 It belongs to the family of Coronaviridae of the order 

Nidovirales.  The genetic composition of coronavirus is composed of large, 

enveloped, single strained, positive sense RNA viruses that are categorized into 

four main generas: Alphacoronavirus, Betacoronavirus, Gammacoronavirus and 

Deltacoronavirus. They generally lead to respiratory and gastrointestinal tract 

infections.  

 

The alpha and beta coronavirus primarily infect the mammals and the gamma 

and delta coronavirus infect the birds.4 Out of the seven strains of the 

coronavirus the humans have been infected with, three have led to global 

outbreaks in the past two decades.5 The Severe Acute Respiratory Syndrome 

Coronavirus (SARS-CoV), a bat originated virus which later infected more than 

8,000 humans in 26 countries around the world6, identified in 2003 in 

Guangdong, China, followed by the 2012 Middle East Respiratory Syndrome 

Coronavirus (MERS-CoV) which emerged in Saudi Arabia and most recently, 

the 2019-nCoV outbreak.7 

 

In late December 2019, the World Health Organization (WHO)’s China bureau 

in Beijing was reported of a cluster of pneumonia patients of unknown etiology 

observed in Wuhan, China. On January 7, 2020, a new coronavirus (SARS-CoV-

2) was isolated from these patients and later was declared a Public Health 

																																																								
3 Carly Vandergriendt, what is a Coronavirus? (Mar. 31, 2020), https://www.health line.com/health/coronavirus-
types. 
4 Fang Li, Structure, Function and evolution of coronavirus spike proteins, Annu Rev Virol (2016), 
https://doi.org/10.1146/annurev-virology-110615-042301. 
5 Coronaviruses, COVID-19 is an emerging rapidly evolving situation (May 19, 2020), 
http://www.niaid.nih.gov/diseases-conditions/coronoraviruses. 
6 WTO, SARS (Severe Acute Respiratory Syndrome), https://www.who.int/ith/diseases/sars/en/ 
7 Zhiqi Song, Yanfeng Xu, Linlin Bao, Ling Zhang, Pin Yu, From SARS to MERS, thrusting Coronavirus into the 
spotlight (Jan. 14, 2019), https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6357155/.  
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Emergency of International Concern.8 The virus was initially referred to as 

“novel coronavirus 2019” (2019-nCoV) by the WHO – but, on February 11, 

2020, the International Committee on Taxonomy of Viruses official named it 

SARSCoV-2.9 The outbreak is associated with a large sea food and animal 

market in Wuhan. SARS-CoV-2 is a betacoronavirus that is notably closely 

related  to two bat- driven Severe Acute Respiratory Syndromes Coronavirus 

with 88 percent identity.10 According to the epidemiological investigation only 

1% of the patients had direct contact with the live-animal market while the rest 

were local residents of Wuhan or had made contact with the people concluding 

a possible human-to-human transmission of the novel coronavirus.11 

 

The global spread of an epidemic beyond the territory and international 

boundaries usually affecting a large proportion the population is a pandemic.12 

So, on 11th March, 2020 Covid-19 virus was officially declared to be a pandemic 

by the Director General of World Health Organization13 after expeditiously 

expanding in the countries outside China i.e. Europe, North America, Asia, and 

the Middle East in three months.14 By the end of the month, there have been 

222,642 confirmed cases of COVID-19 alongwith 9,115 deaths worldwide and 

over 180 countries reported the infection to WHO including India15. 

 

																																																								
8 WHO, Rolling updates on Coronavirus Disease (Covid-19) (May 19, 2020), 
https://www.who.int/emergencies/diseases/novel-coronavirus-2019/events-as-they-happen 
9 C Del Rio and PN Malani, “COVID-19 – new insights on a rapidly changing epidemic” (Feb. 28, 2020), 
https://jamanetwork.com/journals/jama/fullarticle/2762510. 
10 Roujian Lu et al, Genomic characterisation and epidemiology of 2019 novel coronavirus: implications for virus 
receptor binding (Jan. 2020), https://pubmed.ncbi.nlm.nih.gov/32007145/. 
11 Guan WJ, NiZY, Hu Yet al, Clinical characteristics of 2019 coronavirus injection in China (Feb. 06, 2020), 
https://www.medrxiv.org/content/10.1101/2020.02.06.20020974v1. 
12 Dictionary of Epidemiology 151 (4th ed. 2001). 
13 Bill Chappell, “COVID-19: COVID-19 Is Now Officially a Pandemic, WHO Says” (Mar. 11, 2020), 
https://www.npr.org/sections/goatsandsoda/2020/03/11/814474930/COVID-19-COVID-19-is-now-officiallya-
pandemic-who-says. 
14 WHO, Coronavirus disease (COVID-2019) situation reports (Mar. 15, 2020), https://www.who.int/docs/default-
source/coronaviruse/situation-reports/20200315-sitrep-55-covid-19? pdf?sfvrsn=33daa5cb_6 (accessed May 5, 
2020).  
15 R. Prasad, Bindu Shajan Perappadan, Jyoti Shelar and Jacob Koshy, The Pandemic Notebook: A handy guide from 
The Hindu on understanding the coronavirus pandemic and staying protected against COVID- 19, The Hindu (Mar. 
21, 2020, 08:38 AM), https://www.thehindu.com/sci-tech/health/coronavirus-the-hindu-brings-out-e-book-on-
essential-covid-19-information/article31122298.ece. 
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The outbreak of pandemic Covid-19 all over the world has a posed a potential 

risk on the macro economy through the curfews, halt in production activities, 

restriction on people's movement and cut-off of supply chains, thus, disturbing 

the political, social, economic, religious and financial structures of the world. 

The world trade is expected to fall by between 13% and 32% with the 

unprecedent health crisis and the disrupted economic activities.16 Even the 

topmost economies of the world like US, UK, France, China, Germany and 

others are at the verge of collapse.17 So, the government needs to take up certain 

actions and formulate some policies to tackle this adversity. 

 

THE GOVERNMENT POLICIES TO PREVENT THE PANDEMIC 

 

The current financial year 2020-21 has been adversely affected by pandemic, 

COVID-19, disturbing the global macroeconomic outlook for majority of 

countries including India. The backbone of economic activities i.e. production, 

supply chains and physical trade has taken a major hit and collapsed the market 

economy. To counter these adverse situations, the GOI has prepared strategies 

and policies to improve the business environment and ease the market burden. 

The institutions which took these special measures are central government, 

Reserve Bank of India, Securities & Exchange Board of India, and other sectoral 

ministries.18 A whopping amount of Rs. 20 lakh crores were announced by our 

finance minister belonging to the Atmanirbhar Bharat economic package. The 

break-up of the overall stimulus is as follows19 -  

																																																								
16 WTO, Trade set to plunge as COVID- 19 pandemic upends global economy, press release (Apr. 8, 2020), 
https://www.wto.org/english/news_e/pres20_e/pr855_e.htm. 
17 Irfan Mahar, Impact of Covid- 19 on Global Economy Structure (Apr. 22, 2020), 
https://moderndiplomacy.eu/2020/04/22/impact-of-covid-19-on-global-economy-structure/ 
18 Strategic Investment Research Unit (SIRU), Measures taken by Government of India to aid Businesses during 
COVID-19 lockdown (Apr. 23, 2020), https://www.investindia.gov.in/bip/resources/measures-taken-government-
india-aid-businesses-during-covid-19-lockdown. 
19 Swarajya Staff, Here Is A Detailed Break- Up of The Rs 20 Lakh Crore Economic Package Announced By Modi 
Government (May 17, 20202, 01:36 PM), https://swarajyamag.com/news-brief/here-is-a-detailed-break-up-of-the-
rs-20-lakh-crore-economic-package-announced-by-modi-govt. 
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1)  Assisting the poor with 1.7 lakh crore package (Earlier Measures 

including PMGKP).  

 

The Indian Finance Minister, Nirmala Sitharaman, announced a 1.7 lakh crore 

package to exclusively assist the vulnerable groups in both urban and rural India. 

This package reflected the dual-approach of the government.20 Firstly, the per-

capita approach, the central government wisely took into consideration an 

elaborate network of schemes, as all schemes are not able to work efficiently. 

Few new schemes such as Ujjwala and Pradhan Mantri Kisan Samman Nidhi 

(PM-KISAN) was launched, and this package was over these schemes to help 

the poor sustain the pandemic. Secondly, the time-bound approach, the GOI 

showed impeccable judgement by providing the benefits for a period of three 

months to reduce the panic amid the coronavirus pandemic. This approach 

helped the government to gain the trust of the lower strata of the society at the 

cost of its fiscal resources.21 

																																																								
20 FM Nirmala Sitharaman announces Rs 1.70 lakh crore package (March 26, 2020, 16:20 IST), 
https://bfsi.economictimes.indiatimes.com/news/policy/fm-nirmala-sitharaman-announces-rs-1-70-lakh-crore-
package/74826026. 
21 Moushumi Das Gupta, these are the schemes that will be covered under Modi govt’s Rs 1.7 lakh crore package 
(Mar. 27, 2020, 04:35 PM), https://theprint.in/india/these-are-the-schemes-that-will-be-covered-under-modi-govts-
rs-1-7-lakh-crore-package/389641/. 
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a) Essential Goods delivered for consumption. 

 

The lockdown would result into hardships and taking this perspective, the 

government has provided with essential domestic-use products. Under the 

package discussed, the government made provision of 10 kg of food grains and 

1 kg of lentils per month per under the Public Distribution System (PDS). 

According to the latest Household expenditure survey of 2011-12 by the 

National Sample Survey (NSS), monthly cereal consumption in India is below 

10 kg per person across all income classes in urban India and 10-12 kg in rural 

India.22 To process the food grains and lentils into proper cooked good, the 

package includes cooking fuel. A free liquefied petroleum gas (LPG) cylinder 

per month for three months for 83 million below-poverty line households.23 

 

Apart from these goods, an additional assistance in monetary from is also 

available to different vulnerable groups in both urban and rural India. The first 

installment of Rs 2,000 under PM-KISAN, due in 2020-21,24 will be available to 

87 million farmers on April 1. The central Government will also transfer Rs 500 

per month to 200 million women in their Jan Dhan accounts. Some 30 million 

widows and senior citizens will receive Rs 1000 over the next three months.25 

 

b) Real Estate and Corporate Employment. 

 

The respective state governments will use a sum of 31,000 crore available in the 

welfare fund for building and construction labourers to assist the labourer 

																																																								
22 Arvind Panagariya, How India can rise to the Covid challenge (Mar 31, 2020, 06.15 AM), 
https://economictimes.indiatimes.com/news/economy/policy/how-india-can-rise-to-the-covid-
challenge/articleshow/74901733.cms?from=mdr. 
23 Utpal Bhaskar, Domestic cooking gas demand spikes in April during lockdown (April 22, 2020, 01:28 AM 
IST), https://www.livemint.com/industry/energy/india-s-domestic-cooking-gas-demand-spikes-in-april-
during-lockdown-11587483472044.html. 
24 Hima Bindhu, Under PM- Kisan 8 Crore Farmers to Receive Rs 2000 (Mar. 30, 2020), 
https://www.grainmart.in/news/under-pm-kisan-8-crore-farmers-to-receive-rs-2000/. 
25 Somesh Jha, Women Jan Dhan account holders to get cash benefits in a staggered manner (Apr. 02, 2020, 11:05 
PM), https://www.business-standard.com/article/economy-policy/women-jan-dhan-account-holders-to-get-cash-
benefits-in-a-staggered-manner-120040201149_1.html. 
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during this period of uncertainty.26 To help the small enterprises and their 

employees' fixed employment, the GOI will cover both the employee and 

employer in Employees Provident Fund (EPF) contributions amounting to 

24% of their wages, for the next quarter.27 This package helps the small 

enterprises to remain afloat during the crisis by reducing their financial burden. 

 

c) Insurance covers for health workers. 

 

The central government has approved the insurance cover for the frontline 

health workers involved in mitigating the COVID-19 outbreak under the 

Pradhan Mantri Garrib Kalyan Package for 50 lakh per person. Under this 

insurance scheme, health workers mean and includes sanitation staff, doctors, 

Asha workers, paramedics and nurses. This is an incentive for these professional 

for risking their own health. This insurance scheme will be over and above any 

other insurance cover availed of by the beneficiary.28 

 

d) No Additional Burden. 

 

The Reserve Bank of India (RBI) Governor, Shaktikanta Das has decided to 

defer the payment on term loans for the next three months starting from March 

1. This implies that the 3-month moratorium- the Equated Monthly 

Installments (EMI) will only be due after the completion of the determent 

period.29 These loans includes loans across the board, like those taken for cars, 

education and home, along with corporate loans. Further, to help the borrowers 

																																																								
26 FE Bureau, Addressing Covid- 19 distress: Packing for poor mindful of fisc (Mar. 27, 2020, 03:45 AM), 
https://www.financialexpress.com/economy/addressing-covid-19-distress-package-for-poor-mindful-of-
fisc/1910563/. 
27 Arvind Panagariya, How India can rise to the Covid challenge (Mar 31, 2020, 06.15 AM), 
https://economictimes.indiatimes.com/news/economy/policy/how-india-can-rise-to-the-covid-
challenge/articleshow/74901733.cms?from=mdr. 
28 Government approves insurance scheme for health workers fighting COVID- 19 (Mar.29, 2020, 06.07 PM),  
 https://economictimes.indiatimes.com/news/economy/policy/government-approves-insurance-scheme-for-
health-workers-fighting-covid-19/articleshow/74875243.cms?from=mdr. 
29 Prabhjote Gill, No EMI payments for home, car, and corporate and other loans for 3 months says RBI (Mar. 27, 
2020, 16:33 IST), https://www.businessinsider.in/finance/news/home-loans-education-loans-and-business-loan-
interest-payments-deferred-for-three-months-by-rbi/articleshow/74841767.cms. 
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in the future, the credit rating of those who have taken out loans but are unable 

to pay won't suffer immediately.30 

 

2) Reserve Bank of India (RBI) Measures.  

 

The RBI stepped in with its instruments for financial stability and to stop the 

gradual economic slowdown, as the central government was silent on 

announcement of an economic package for the welfare of economy.31 Now, the 

announcement of Rs 20 lakh crore by the central government includes the help 

provided by the RBI which amounts to Rs 8 lakh crore(approx.). This series of 

measures announced by the RBI was to “keep the financial system and financial 

markets sound, liquid and smoothly functioning so that finance keeps flowing 

to all stakeholders, especially those that are disadvantaged and vulnerable”.32 

 

a) Increased Liquidity for Institutions. 

 

The Reserve Repo Rate was reduced to 3.75 percent by 25 basis points, which 

discouraged the banks from maintaining their surplus money with it. Moreover, 

the banks were instructed to lend at least half the money destined to be 

borrowed for the small non- banking financial companies (NBFCs) for ensuring 

their liquidity.33   

 

The RBI started a refinance window for all-India financial Institutions. It can 

also be used for financing micro and small companies. Other liquidity-refining 

																																																								
30 Remya Nair, you don’t have to pay any loan EMI for next 3 months, and it won’t hurt your credit history (Mar. 27, 
2020, 12:00 PM), https://theprint.in/economy/you-dont-have-to-pay-any-loan-emi-for-next-3-months-and-it-wont-
hurt-your-credit-history/389442/. 
31 Anup Roy, Covid- 19: In fight against economic slowdown, RBI introduces new measures (Apr. 18, 2020, 01:26 
AM), https://www.business-standard.com/article/economy-policy/rbi-introduces-measures-to-fight-covid-19-
slowdown-cuts-repo-rate-to-3-75-120041700485_1.html. 
32 Nachiket Kelkar, RBI's liquidity enhancing measures to support financial sector hard-hit by pandemic (April 17, 
2020 13:57 IST), https://www.theweek.in/news/biz-tech/2020/04/17/rbis-liquidity-enhancing-measures-to-
support-financial-sector-hard-hit-by-pandemic.html. 
33 Atmadip Ray, "Given the lack of risk appetite in banks, a structure with partial credit guarantee by the government 
maybe the only viable option to ease liquidity challenges of NBFCs," said Vydianathan Ramaswamy, Director, Ratings, 
Brickwork Ratings (Apr. 23, 2020, 07.03 PM), 
https://economictimes.indiatimes.com/industry/banking/finance/banking/rbis-liquidity-plan-for-non-bank-
lenders-falters/articleshow/75325284.cms?from=mdr. 
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policies were no-dividend payment for banks, at least till September for their 

liquidity coverage,34 protecting the real estate companies from being labeled as 

“defaulter “ for one more year35 and finally, increased the borrowing capacity of 

the states from the central bank by 60% for better implantation of policies. 

These liquidity-policies were only initially helpful and addressed the current 

situation for maintaining the flow of money. Only after the announcement of 

the package by the government, a long-term solution was provided.    

 

b) Helping government by TARP and TLTRO. 

 

Troubled Assets Relief Programme (TARP) was basically operating to purchase 

assets directly from stressed firms. This operation might be performed by 

offering credit guarantees for some of the stress.36 The reason for this operation 

is the widening of government’s fiscal deficit in any scenario, so there would be 

no harm if the RBI bought bonds from the government or from any other 

secondary market source to help the government borrow more.37  

 

RBI has also introduced an additional amount of Rs 50,000 crore under its 

targeted long-term repo operations (TLTRO). The fund from TLTRO should 

be invested in the following proportions: at least 10 percent of money in 

securities issued by Microfinance Institutions (MFIs), and 40 percent in NBFCs 

with different asset size.38 

 

c) Moratorium period and norms. 

 

																																																								
34 https://pib.gov.in/PressReleasePage.aspx?PRID=1615349. 
35 Government is obliged to protect the interest of home buyers against builders: SC (May 10, 2019, 11.06 AM), 
https://economictimes.indiatimes.com/wealth/personal-finance-news/government-is-obliged-to-protect-the-
interest-of-home-buyers-against-builders-sc/articleshow/69262998.cms?from=mdr. 
36 Ruchi Bhatia, FinMin and RBI are discussing a new scheme to unburden stressed assets from top 25 NBFCs (Nov. 
28, 2019, 02.53 PM), https://economictimes.indiatimes.com/markets/stocks/news/govt-rbi-mull-relief-measures-
for-nbfcs/articleshow/72272697.cms?from=mdr. 
37 Patrizia Baudino and Hyuncheol Yun, FSI Insights on policy implementation No 3, Resolution of non-performing 
loans-policy options (2017), https://www.bis.org/fsi/publ/insights3.pdf. 
38 RBI Governor Shaktikanta Das announces TLTRO 2.0 for Rs 50,000 crore (Apr. 17, 2020, 15:32 PM), 
https://www.moneycontrol.com/news/business/economy/rbi-governor-shaktikanta-das-announces-tltro-2-0-for-
rs-50000-crore-5158141.html. 
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All accounts for which lending institutions has decided to grant moratorium or 

any form of deferment, and which were in standard form as on March 1, 2020, 

the 90-day NPA norm shall exclude the moratorium period, i.e. there would be 

an asset classification standstill for all such form of accounts from March 1,2020 

to May 31,2020”.39 If this provision is provided without default tag, that would 

mean higher provisioning to the institutions. On March 27, the RBI extended 

this facility to working loans and retail loans too. Even though, NBFCs don’t 

have a working capital concept, the banks allowed them for a three-month 

moratorium.40  

 

The banks are providing moratorium on any loans only after ensuring creating 

an additional provision of 10 percent, which would be functional once the 

situation normalizes for reversing the moratorium situation in two quarters. For 

the resolution plan to provide relief to the micro, macro and medium 

enterprises, the banks could increase the period for the resolution plan by 90 

days beyond the 180 days period already provided.41  

 

3) Remaining Parts from the Package (PART 1-5).  

 

After discussing the Rs 1.92 lakh crore stimulus announced by Modi and RBI 

measures costing Rs 8.01 lakh crore of the economic package, the remaining 

relief package was divided into five tranches/parts with the objective of making 

India “Self-Reliant”42 amid and post Covid-19. 

 

 

a) First Tranche  

 

																																																								
39 NPA classification will exclude moratorium period: RBI (April 17, 2020 7:55 AM), 
https://www.indiainfoline.com/article/news-top-story/npa-classification-will-exclude-moratorium-
period-rbi-120041700353_1.html. 
40 NBFCs Should Get Loan Moratorium for Passing on Benefit: MAS Financials’ Kamlesh Gandhi (Apr. 09, 2020, 
02:25 PM), https://www.bloombergquint.com/business/nbfcs-should-get-loan-moratorium-for-passing-on-benefit-
mas-financials-kamlesh-gandhi. 
41 RBI, Publications (Dec. 28, 2018), https://www.rbi.org.in/Scripts/PublicationsView.aspx?id=18742. 
42 https://www.india.gov.in/news_lists?a285816652. 
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The first tranche announced by Nirmala Sitharaman amounted Rs 5,94,550 

crore. The first tranche focused mainly on the backbone of the economy- the 

MSMEs. This sector employs around 11 crore people and provides a maximum 

output of 29 percent towards the GDP of our nation. Out of the 16 

announcements made, six were outrightly dedicated towards the MSMEs sector 

to help them infuse liquidity. This tranche also included collateral free-loans of 

Rs 3 lakh crore and Rs 50000 crore equity infusion through Fund of Funds.43  

 

The real estate projects deadline under RERA for registration and completion 

was also extended.44 This reduced the stress upon the developers and ensured 

timely completion of projects for homebuyers. Moreover, a relief of Rs 90,000 

crore was given to the power distribution companies.  

 

b) Second Tranche 

  

The second tranche announced by the minister amounted Rs 3,10,000 crore. 

This tranche mainly catered to the needs of migrant workers and street 

vendors.45 This tranche was initiated by ‘one nation one ration card’ policy to 

allow the migrant workers to buy ration from any depot in the country accessible 

to them.46 A special credit facility of Rs 5,000 crore to support the 50 lakh street 

vendors was announced to provide them with an initial working capital of Rs 

10,000. An amount of Rs 2 lakh crore will be given to farmers through kisan 

credit cards allotted to them and around 2.5 crore farmers, including fisherman 

and animal husbandry farmers, would get institutional credit at a concessional 

																																																								
43 NCGTC likely to offer credit guarantee for Rs 3 lakh cr loan scheme for MSMEs (May 18, 2020, 06:20 PM), 
https://www.financialexpress.com/industry/sme/ncgtc-likely-to-offer-credit-guarantee-for-rs-3-lakh-cr-loan-
scheme-for-msmes/1963025/. 
44 Madhurima Nandy, Renu Yadav, RERA deadline for completing projects extended by 180 days (May 14, 2020, 
12:47 AM), https://www.livemint.com/companies/news/rera-deadline-for-completing-projects-extended-by-180-
days-11589397128388.html. 
45 Nirmala Sitharaman's 9 major announcements in tranche 2 of the virus stimulus (May 14, 2020, 06:34 PM), 
https://cfo.economictimes.indiatimes.com/news/nirmala-sitharamans-9-major-announcements-in-tranche-2-of-
the-virus-stimulus/75739725. 
46 One nation one ration card: All you need to know about this scheme (May 16, 2020, 03:06 PM), 
https://www.businessinsider.in/india/news/one-nation-one-ration-card-all-you-need-to-know-about-this-
scheme/articleshow/75773916.cms. 
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rate.47 The food and shelter facilities should be given at state-level to migrant 

workers from the disaster response fund created which costed around Rs. 

11,000 crores.   

 

c) Third Tranche  

 

The third tranche was focused on the agriculture sector and allied goods and 

services amounting Rs 1.5 lakh crore. The core objective of this tranche of the 

relief fund is to strengthen the overall farm sector. The minister majorly invested 

for the development of agricultural infrastructure by creating infrastructure 

fund for farm-gate infrastructure which will be used for setting up cold chains 

and post-harvest management.48 This investment took nearly Rs 1 lakh crore.  

Under the Pradhan Mantri Matsya Sampada Yojana, Rs 20,000 crore was 

provided to the fishermen and Rs. 10,000 crores were given to formalize the 

micro food producing enterprises through cluster-based approach.49 Another 

major investment of Rs. 15,000 crores were devoted to Animal Husbandry 

Infrastructure Development Fund, Rs. 4,000 crores for herbal cultivation and 

finally Rs 500 crore for bee-keeping infrastructure development.         

  

d) Fourth and Fifth Tranches 

 

This instalment was for an amount of Rs 48,100 crore, focused mainly on the 

private participation on various sectors including coal, minerals, defense 

production, air space management, airport development, distribution circuits in 

various UTs, space sector and atomic energy. The minister talked about 

commercial mining in the coal and mineral extraction and privatizing discoms 

in metros to streamline their functionality. The private participation in the space 

																																																								
47 FM announces Rs 2 lakh crore concessional credit for farmers, fishermen via Kisan Credit Cards (May 15, 2020 
10:23 PM), https://www.moneycontrol.com/news/business/economy/fm-announces-rs-2-lakh-crore-concessional-
credit-for-farmers-fishermen-via-kisan-credit-cards-5266451.html. 
48 Gireesh Chandra Prasad, Relief for farm entrepreneurs as fund set up to market produce (16 May 2020, 12:03 AM 
IST), https://www.livemint.com/politics/policy/relief-for-farm-entrepreneurs-as-fund-set-up-to-market-produce-
11589567275665.html. 
49 FM unveils Rs 10K cr scheme to formalise micro food enterprises (May 15, 2020, 05:07PM), 
https://www.outlookindia.com/newsscroll/fm-unveils-rs-10k-cr-scheme-to-formalise-micro-food-
enterprises/1835445. 
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sector for private individuals space tour. The easing in the utilization of Indian 

air space to reduce air travel cost.50   

 

An additional allocation of Rs 40,000 crore for the Mahatma Gandhi National 

Rural Employment Guarantee Act (MGNREGA) for job creation.51 The central 

government has already allocated Rs 61,000 crore in the budget for this financial 

year. A new Public Sector Enterprises Policy was introduced for consolidation 

of the PSU firms in strategic sectors. Also, for improved ease of doing business 

among the MSMEs, the extension is provided for filing of insolvency 

proceedings by six months to up to one year under the IBC code.52   

 

CURRENT ECONOMIC IMPACT 

 

The Indian economy has been experiencing a sluggish growth in the past fiscal 

year with languishing investment and consumption demand which was sought 

to be subdued with certain stimulus measures by the government. But, the 

outbreak of COVID-19 has triggered a deep economic crisis along with 

disrupting human lives. The pandemic is a severe demand shock which has 

offset the green shoots of the rebound of the Indian economy that was visible 

towards the end of 2019 and early 2020. India is likely to record its lowest 

growth since the liberation with an estimated growth of 4.8%- 5% in the 2019-

20 fiscal.  According to the World Bank’s assessment, India is expected to grow 

1.5%- 2.8%. Also, the International Monetary Fund further slashed India’s 

growth estimate for FY21 to 1.9% from 5.8% estimated in January.53 

																																																								
50 FM Sitharaman Highlights: Cheaper air travel, higher defence FDI, commercial coal mining among major reform 
(May 16, 2020, 08:25 PM), https://www.financialexpress.com/economy/nirmala-sitharaman-press-conference-live-
updates-may-16-prime-minister-narendra-modi-rs-20-lakh-crore-economic-package-atmanirbhar-bharat-
coronavirus-4th-set-of-announcements/1960890/. 
51 Highest-ever allocation of over Rs 1 lakh cr to MGNREGA, to boost employment in villages: Narendra Singh 
Tomar (May 17, 2020, 11.57 PM), https://economictimes.indiatimes.com/news/economy/policy/highest-ever-
allocation-of-over-rs-1-lakh-cr-to-mgnrega-to-boost-employment-in-villages-tomar/articleshow/75794825.cms. 
52 Bhargavi Zaveri, Harsh Vardhan, Covid-19: Making A Bankruptcy Law Work In A Pandemic (April 24 2020, 2:36 
PM), https://www.bloombergquint.com/opinion/covid-19-making-a-bankruptcy-law-work-in-a-pandemic. 
53 Shikha Goyal, what is the impact of Coronavirus on Indian Economy (Apr. 23, 2020), 
https://www.jagranjosh.com/general-knowledge/what-is-the-impact-of-coronavirus-on-indian-economy-
1582870052-1. 
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The outbreak of the pandemic has unleashed new challenges to the economy, 

causing severe disruptive impact on both the demand and supply side elements 

which has the potential to derail India’s economic growth. The rapid and 

widening spread of the virus, deteriorating global economic outlook, falling oil 

prices, shrinkage of exports, cessation of production, uncertainty of 

consumption and financial market turmoil are creating a severe and extensive 

economic and financial shock.54 Within a month of lockdown the 

unemployment rate has reached 26% in India with more than 45% households 

reporting income drop55.  

 

While the lockdown may have helped to contain the spread of the virus to some 

extent but has severely affected the economy disrupting entire value chain. The 

damage caused by the pandemic is not limited to a few business pockets. It has 

affected different sectors with varying magnitudes. 

 

IMPACT ON FINANCIAL MARKET 

 

The greater uncertainty about the future because of the unprecedented current 

situation and repercussions of Covid-19 has made the financial market 

extremely volatile, leading to huge crashes and wealth erosion. 

 

• Share Market 

 

Global investors have been in a risk- off mode since the outbreak of the 

pandemic resulting in elevated benchmark bond yield in emerging markets, 

including India. The Indian financial market is witnessing sharp volatility as a 

result of the fallout of the global market. Foreign portfolio investors have sold 

over 1 lakh crore securities in a month (March), for the first time in history 

																																																								
54 COVID-19 pandemic: Moody’s pegs India’s FY21 GDP growth at 0% (May 08, 2020, 09:31 PM), 
https://www.tribuneindia.com/news/business/covid-19-pandemic-moodys-pegs-indias-fy21-gdp-growth-at-0-
82219. 
55 India’s unemployment rate hits 26% amid lockdown, 14 crores lose employment: CMIE (May 3, 2020), 
https://m.businesstoday.in/lite/story/india-unemployment-rate-hits-26-amid-lockdown-14-crore-lose-employment-
cmie/1/401707.html#aoh=15901790479788&referrer=https%3A%2F%2Fwww.google.com&amp_tf=From%20%
251%24s. 
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effecting the share market as the investors shy away from the riskier assets and 

also, emerging markets.56 Sensex registered its worst monthly fall in over 11 

years, that is, 23% which is the highest fall since October 2008. People are 

holding on to the liquidity because of the uncertain market condition and selling 

off the bonds too.  

 

• Tax Reforms                                                                                                                                                                                           

 

India’s direct tax collections fell for the first time in two decades as a broader 

slowdown and a pandemic stalled business in Asia’s third-largest economy 

having missed the downward revised target for 2019-2020 by Rs. 1.42 crore. 

The overall collection stood at Rs. 10.27 lakh crore with a decline of over 8% 

from previous year’s receipts.57 

 

With 4% fall over last year in domestic revenue, delayed GST receipt filling and 

a sharp fall of 23% in the revenue from imports there has been a fall in GST 

collections in March stood at Rs 61,540 crore as against the target of Rs 1.25 

lakh crore58. 

 

• Crude Oil 

 

The sheer volatility due to lack of demand and in-fighting among the producers 

about reducing output has plummeted the value of the global crude oil price 

below $0. The supply of the fuel has increased the demand by a huge margin 

because of the shutdown of the key economic activities around the world with 

no space left for storing up the oil and renting tanks for the purpose.59 Though, 

this turmoil might prove to be a boon for India if taken correct advantage of. 

																																																								
56 Ashish Rukhaiyar, Foreign portfolio investors have sold over 1 lakh crore securities in a month, for the first time in 
history (Apr. 03, 2020, 11:16 PM), https://www.thehindu.com/business/foreign-investors-sell-over-1-lakh-cr-
securities-in-a-month-for-first-time-in-history/article31252148.ece. 
57 Rashmi Rajput, India’s direct tax collections fall short by Rs. 1.4 Lakh crore of the revised estimates, Apr 03, 2020, 
economic times 
58 Timsy Jaipuria, Coronavirus impact: Direct, indirect tax collections fall short of FY20 targets, May 07, 2020, cnbc 
59 Amit Mudgill, here’s why crude oil price fell below $0 a barrel (Apr. 22, 2020, 08:50 PM), 
https://m.economictimes.com/markets/commodities/news/what-led-crude-oil-prices-fall-below-0-a-
barrel/articleshow/75264813.cms. 
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Around 80%-85% of the India’s demand for the crude oil is met through the 

imports and fall in the prices of the oil can save billions of dollars in the import 

bill of India. It may even help the Indian government to check inflation, and 

boost tax revenues.60  

 

1) IMPACT ON DEMAND SIDE 

 

With the declining income and rising job losses the consumption and demand 

has been immensely affected. The spreading panic and fear among people has 

dropped the overall confidence of the consumers leading to postponement of 

their purchasing decisions. The contraction in demand of the people because of 

the pandemic and subsequent lockdown have significantly impacted economic 

activities with aviation and tourism being the most affected segments.61 

 

• Aviation  

 

The Indian aviation contributes approximately $72 billion to the national GDP 

but with a strict  restriction on the movement the people, decline in the tours 

and grounding of the flights across the globe, the industry is assumed to incur 

25% decline in revenue, contributing more than 70% of the losses.62  In  the 

realm of pressure of coronavirus even the country’s largest domestic airline, 

Indigo, could not stay afloat the amid the apparent economic fall out of the 

pandemic and announced the pay cut ranging between 5%- 25% for the its 

employees. Many of the domestic airlines like Spice Jet, GoAir, Air Asia 

India,Vistara, besides Indigo have initiated measures like salary cuts,  

compulsory leave without pay for few days in the month of May and June, and 

																																																								
60 Samrat Sharma, here’s what record crude oil price fall means for India: Some gain, some pain (Apr. 21, 2020, 12:43 
PM), https://www.financialexpress.com/economy/heres-what-record-crude-oil-price-fall-means-for-india-some-
gain-some-pain/1935016/. 
61 COVID-19 crisis likely to hit 29 lakh jobs in Indian aviation, dependent sectors: IATA (Apr 24, 2020), 
https://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/covid-19-crisis-likely-to-hit-29-
lakh-jobs-in-indian-aviation-dependent-sectors-iata/articleshow/75343652.cms?from=mdr. 
62 Aviation sector in India stares at Rs 25,000 crore loss due to covid-19 CRISIS (May 09, 2020, 10:03 AM), 
https://www.news18.com/news/auto/aviation-sector-in-india-stares-at-rs-25000-crore-loss-due-to-covid-19-crisis-
crisil-2611513.html 
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deferred salary payments for their employees to cope up with the escalating 

costs.63 

 

• Tourism and Hospitality 

 

The most visible and immediate impact of the pandemic can be seen in this 

sector. With the travel restrictions a flurry of international and domestics 

cancellations has been seen, breaking down the tourism supply chains in India 

across all its geographical segments- inbound, domestic and outbound markets. 
64 According to a published statistic by Ministry of Tourism, there has been a 

sharp decline in Foreign Tourists Arrival by about 67% annually in the January-

March quarter. In February 2020, there were 10.15 lakh FTAs against 11.18 lakh 

in January. There has been an equal decline in the domestic figure too.65 Thus, 

expecting a loss of Rs 10 Lakh cr. as stated by FAITH (Federation of 

Associations in Indian Tourism and Hospitality)66 with a potential job loss of 

around 38 million, which is around 70% of the total workforce67. 

 

2) IMPACT ON SUPPLY SIDE 

 

India imported $70.4 billion worth of goods from China in 2018-2019 and 

exported $16.8 billion to it. With the shutdown of the factories, and resulting 

delay in the supply of goods from China many of the Indian manufacturing 

																																																								
63 Rhik Kundu, IndiGo announces salary cuts for senior staff, leave without pay for employees, (May 08, 20202), 
https://www.livemint.com/news/india/indigo-announces-salary-cuts-leave-without-pay-for-staff/amp-
11588932882469.html. 
64 Impact of the coronavirus pandemic might lead to a bleak FY21 for the hospitality and tourism industry: CARE 
Ratings (Apr. 27, 2020), https://www.thehindubusinessline.com/companies/impact-of-the-coronavirus-pandemic-
might-lead-to-a-bleak-fy21-for-the-hospitality-and-tourism-industry-care-ratings/article31445306.ece 
65 Garima Singh, Tourism Industry stares at $300-m loss (Mar. 09, 2020), 
https://www.thehindubusinessline.com/economy/tourism-industry-stares-at-300-m-loss/article31025324.ece. 
66 Coronavirus Lockdown: India’s tourism sector loss doubles to Rs. 20 Lakh cr, says industry body (May 05, 2020 
17:26 IST), https://www.firstpost.com/health/coronavirus-lockdown-indias-tourism-sector-loss-doubles-to-rs-10-
lakh-cr-says-industry-body-faith-8334551.html 
67 S. Anil Radhakrishnan, COVID-19|Post-pandemic, India’s tourism sector stares at 70% job loss (Apr. 11, 2020, 
09:09 AM), https://www.thehindu.com/news/national/kerala/coronavirus-tourism-sector-stares-at-70-job-
loss/article31310234.ece. 
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sectors which are depended on China for their intermediate and final product 

requirements has been affected immensely.68  

 

The micro, small and medium enterprise (MSME) is the sector which is already 

reeling under huge distress because of the demonetisation, poor implementation 

of the GST followed by the prolonged economic slowdown and finally the 

outbreak of the virus which has left the sector tattered.69 The mounting 

operational costs and declining revenues has pushed a number of businesses to 

a point from where they are few weeks away from being shut down 

permanently. 

 

• Pharmaceutical Industry 

 

Despite being one of the top exporters of drug around the globe Indian 

Pharmaceutical industry has a deep linkage to China for the supply chain of raw 

materials of drugs and is dependent on it for two- thirds of its bulk drug needs. 

But with the spread of the pandemic the production of raw materials and Active 

Pharmaceutical Ingredients (APIs) have stalled, thus, disrupting India’s supply 

chain. The disruption in the supply of the APIs may lead to significant shortage 

in the supply of essential drugs in India.70 

 

• Automobiles 

 

The Indian Automotive supply is heavily dependent on China as around 27% 

of the automotive parts are manufactured in China and imported to India worth 

USD 4.5 billion. A prolonged truncation of consumer demand due to the 

lockdown is significantly affecting the auto manufacturers revenues and cash 

flows. The introduction of Goods and Services tax, shift to shared mobility, 

cash crunch and so on had already made the auto sector suffer through 

																																																								
68 https://www.indiatoday.in/magazine/the-big-story/story/20200323-an-economic-coronary-1654645-2020-03-13 
69  COVID-19 and its impact on MSME in India (Apr. 25, 2020), 
https://www.outlookindia.com/outlookmoney/talking-money/covid-19-and-its-impact-on-msme-in-india-4683. 
70 Ivan Gandayuwana, COVID- 19: double-edged sword for the pharma industry (Apr. 29, 2020), 
https://www.scienceboard.net/index.aspx?sec=log&itemID=700. 
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considerable economic slowdown over the last 12-18 months and the COVID-

19 lockdown has had a multiplier effect to the same.71  

 

MITIGATING COVID-19 ECONOMIC CRISIS 

 

COVID-19 has escalated and brought global vulnerability to the fear of health, 

and the economic consequences which are yet to be determined in totality. 

Initially, the factory disruptions in China led to supply shortages of electronics, 

pharmaceuticals and other manufactured goods as China is the manufacturing 

hub of the world.72 Currently, the virus has spread across Europe, US and Asia 

which lead to panic buying and selling of commodities, which consequentially 

lead to shortage of food and other essential items including masks and hand 

sanitizers. Stock markets worldwide saw the largest declines, even bigger than 

the 2008 financial crisis.73  

 

The economic contagion is expected to go further low, as the pandemic comes 

at a time, when the global economy has already been stressed. Even with the 

human resource China has, it is still expected to start recovery over the next two 

quarters while spread across US and Europe has greater chances to get into long 

drawn global recession.74 In India, after the 20-lakh crore relief package 

provided by the central government, we are providing few suggestions for 

mitigating the impact of COVID-19 and speedy recovery from recession, if any.  

 

 

 

 

																																																								
71 Rajeev Singh, Impact and Implications of COVID-19 on the Automotive Industry (Apr. 12, 2020), 
http://www.businessworld.in/article/Impact-And-Implications-Of-COVID-19-On-The-Automotive-Industry-/12-
04-2020-188915. 
72 Francisco Betti and Jun Ni, How China can rebuild global supply chain resilience after COVID- 19 (Mar. 23, 2020), 
https://www.weforum.org/agenda/2020/03/coronavirus-and-global-supply-chains/. 
73 Panic buying, lockdowns during this pandemic may drive world food inflation (Mar. 21, 2020, 08:32 PM), 
https://economictimes.indiatimes.com/news/economy/indicators/panic-buying-lockdowns-during-this-pandemic-
may-drive-world-food-inflation/articleshow/74742932.cms?from=mdr. 
74 David C Tesher, COVID- 19 Impact: Key Takeaways From our Articles (May 21, 2020, 07:01 PM), 
https://www.spglobal.com/ratings/en/research/articles/200204-coronavirus-impact-key-takeaways-from-our-
articles-11337257. 
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MITIGATION STEPS/FACTORS. 

 

1. Paid Sick Leave.  

 

Paid Sick leave is not a well-known concept in India. In large public and private 

organizations, the numbers of paid sick leaves are not enough even to manage 

the recovery period for patients.75 Workers in low-wage services will be the most 

affected segment in this period of uncertainty.  

 

For meeting the basic quarantine time frame for any employee or his/her family, 

the government should provide a tax credit to companies who extend their paid 

sick leave policy to two months. 

 

2. Job Safety and Utility Waive-off. 

 

The Government should make it compulsory for companies across all sectors 

to not sack any of their employees during this period of quarantine.76 In the 

most affected sectors, the Government should offer tax credit equivalent to the 

salary paid for 15 days. The services sector should be made to work from home, 

to help the negatively impacted economy and MSMEs.  

 

The most vulnerable sector, the urban poor, the government can waive-off their 

utility cost to reduce the economic burden on them.77 Similarly, MSMEs can be 

exempted for their electricity duties or local tax levied by government to help 

with their economic position. 

 

 

																																																								
75 Andrew Green, Kai Filion and Elise Gould, the need for paid sick days (Jun. 29, 2011), 
https://www.epi.org/publication/the_need_for_paid_sick_days/. 
76 Sanya Dhingra, don’t cut salaries or fire workers during lockdown- Modi govt issues advisory (Mar. 23, 2020, 09:05 
PM), https://theprint.in/india/dont-cut-salaries-or-fire-workers-during-lockdown-modi-govt-issues-
advisory/386643/. 
77 Recommendations for a National Response to the Economic Impact of Covid- 19, ASSOCHAM, 
https://www.assocham.org/upload/Recommendations-for-a-National-Response-to-the-Economic-Impact-of-
Covid-19_Final.pdf. 
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3. Working Capital and Industry Support. 

 

The services sector is the most impacted sector amid the outbreak and would 

need more financial support from the government to ensure their long-term 

sustainability. Aviation, tourism and other sectors would need immediate and 

direct support to manage its working capital in this period of global shutdown.78 

For providing financial support to these adversely impacted sectors, loans 

should be provided at nominal rate to help them make repayments of interest 

and principle. The loans can be offered on basis of impact, with adversely 

affected industries like Aviation, FMCG for a period of two quarters, while 

negative-neutral impacted sectors could be offered loans for a period of one 

quarter. 

 

4. Financial Support for MSME. 

 

The MSME sector will be significantly hurt due to such outbreak. The MSME 

sector can lead to a financial catastrophe if they are not helped financially as 

they are just small businesses with low working capital. This segment was 

impacted when the government started trade disruptions.  

 

The government can extend deadlines for payment of utility, GST and other 

statutory payments by MSMEs, without changing their credit history, to provide 

financial cushion to them.79 The Government should work with banks to allow 

flexibility on repayments; otherwise these MSMEs will only lead into a higher 

incidence of NPAs. 

 

 

 

 

																																																								
78 Coronavirus may halt tourism, aviation; Visa suspension to cot Rs. 85bn (Mar. 13, 2020, 01:38 AM), 
https://www.business-standard.com/article/pti-stories/coronavirus-visa-suspension-may-cost-rs-8-500-cr-for-
travel-tourism-aviation-sectors-120031201060_1.html. 
79 Coronavirus crisis: Give MSMEs concessional loans, grace period for filing taxes, Assocham tells government (Mar. 
19, 2020, 05:17 PM), https://www.financialexpress.com/industry/sme/msme-fin-coronavirus-crisis-give-msmes-
concessional-loans-grace-period-for-filing-taxes-assocham-tells-government/1903580/. 
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5. Strengthening the supply chain by reducing the over-dependence. 

 

India has always been over-dependent on China by importing more than 18% 

of its raw materials, merchandise from them.80 Given the closure of factories in 

China and the ban on transport of non-essentials, the worst affected industries 

include electronics, consumer durables and raw material to be processed in our 

factories.81  

 

These sectors which depend upon a single market will have to revaluate their 

procurement strategies by exploiting the dynamics of globalization. For the 

development of bond with other nations to empower the domestic trade and 

truly strengthen the supply chain, the government should focus on building 

policies especially catering these needs.   

 

6. COVID-19 Response Fund. 

 

The private individuals and citizens can make monetary contributions into a 

state created COVID-19 response fund, as per their wish for managing the 

pandemic and its aftermath. The government should incentivize these citizens 

and companies by providing tax rebates for such contributions. For encouraging 

corporate institutions, the government can include the amount directed towards 

the special response fund to be a part of CSR.82  

 

These funds can be used by the government for long-term scale testing and for 

medical support in the long term by reducing the burden on the government. 

This special response fund can be used as a platform for any international grant 

by the appropriate international organization.  

 

																																																								
80 Deepika Khurana and Dr Sobuhi Iqbal, Why India depends heavily on China for drug raw materials? (Jan. 03, 2020), 
https://www.ha-asia.com/why-india-still-depends-on-apis-imported-from-china/. 
81 Impact of COVID- 19 on Indian Economy, FICCI (Mar. 20, 2020), http://ficci.in/spdocument/23195/Impact-
of-COVID-19-on-Indian-Economy-FICCI-2003.pdf. 
82 Gaurav Noronha, Govt clarifies on company's contributions to PM CARES Fund above CSR limit (Mar. 31, 2020, 
11.39 AM), https://economictimes.indiatimes.com/news/economy/policy/govt-clarifies-on-companys-
contributions-to-pm-cares-fund-above-csr-limit/articleshow/74907220.cms?from=mdr. 
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7. Support Low-Cost Manufacturing of Essential Goods. 

 

The government along with the private sector should manufacture low-cost 

sanitizers and masks in bulk quantity by ensuring an emergency framework.83 

This framework can also be extended to testing kits and other medical 

protective gear, to support the healthcare professionals in this hour of need. 

This framework approach should run on a no-profit basis to reduce the cost for 

the end consumer. 

 

Moreover, manufacturing low-cost ventilators, digital thermometer and other 

critical medicines to help and ensure proper medical facilities to any member of 

the society, irrespective of their caste, creed and religion.84 The government 

should motivate and encourage innovation by giving incentive to NGOs, Start-

ups etc. to make other low-cost products to help the healthcare professionals.  

All these mitigating factors along with the relief provided by the government is 

the best-case scenario for the recovery of Indian economy. The pandemic is 

making the “V-shaped” recovery less likely, but if the central government 

consider these mitigating factors, the economy can rebound at a faster pace and 

the disrupted supply chains can be temporary. 

 

BEYOND THE PANDEMIC 

 

The COVID- 19 outbreak has brought the global economy to a standstill with 

repercussions to be felt for decades to come. Even after a complete shutdown 

and no human interaction for almost more than 50 days the number of the cases 

are increasing at a very high rate which has crossed one lakh mark in India. The 

pandemic response- lockdown, restricted movement, shutdown of the factories, 

has severely affected livelihoods in many countries pushing them to the brink 

of economic fallout. WHO warned COVID-19 to be an endemic which might 

																																																								
83 2nd Meeting with Companies Contributing to the Increased Production of Personal Protective Equipment and 
other Supplies (Apr. 16, 2020), https://www.meti.go.jp/english/covid-19/mask.html. 
84 Gaurav Norohna, Govt clarifies on company’s contributions to PM CARES Funder above CSR limit (Mar. 31, 
2020, 11:39 AM)), https://health.economictimes.indiatimes.com/news/medical-devices/govt-okays-rs-14k-
healthcare-package-to-boost-domestic-manufacturing-of-bulk-drugs/74754670. 
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never go away just like other viruses such as HIV or Malaria or measles85  and 

so we need to learn to live with the virus to survive as both  livelihood and 

health needs to be the part of the response plan and one should not come at the 

cost of another86.  

 

The outbreak has radically disrupted traditional patterns and networks of 

economic interaction and behaviour, and post this crisis, a new normal has to 

emerge. The many changes underway in the global economy, technology 

adoption, societal norms and consumer behaviour will together shape the new 

normal that lies beyond the crisis. While different countries are trying to come 

at terms with the virus but we are much aware of the permanent and structural 

changes the post pandemic world awaits. We need to adjust to the changes and 

implement the preventive guidelines against the virus as behavioural change. 

The exit from this common turmoil will lead to fundamental re-evaluation of 

the assumptions and priorities, which will both be a challenge and an 

opportunity.  

 

• Technology Takes Centre Stage.  

 

The minimization of human-to-human interactions to prevent exposure to the 

virus is paving the way for automation. Digitalisation and integrated digital 

model will become essential instead of optional. COVID-19 is acting as a 

catalyst of change and spurred rapid technology adoption, potentially changing 

the working world. Fear of contagion is leading many to abandon cash in favour 

of digital payments. Social distancing is prompting organizations to embrace 

video conferencing, virtual classrooms and telemedicine at an unprecedented 

scale. As the crisis continues, it could accelerate development of next-gen 
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(May 17, 2020), https://theprint.in/health/what-it-means-for-covid-to-never-go-away-and-become-endemic-like-
hiv-malaria-measles/423217/. 
86 WHO says world needs to find a way to live with coronavirus in post COVID- 19 era (May 14, 2020), 
https://m.republicworld.com/world-news/rest-of-the-world-news/who-says-world-needs-to-find-way-to-live-with-
coronavirus-post-covid.html? 
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remote working technologies, such as augmented and virtual reality.87 Work 

from home has become new normal with the outbreak of the pandemic. About 

two- thirds of the 4.3 million workforces across the country have shifted to the 

work-from-home model to keep the services continued during the lockdown. It 

has led to embracing of new business models and work culture that are resilient 

to future crises and are efficient.88 

 

• The Shift Towards Localisation. 

 

China emerged as the manufacturing hub by surpassing US in the year 2010. 

According to UN Statistics Division, China accounted for 28% of the global 

manufacturing output in the year 2018.89 There is heavy reliance on China for 

the imports of the raw materials in sectors including pharmaceuticals and 

automobiles; various MSME’s and chemicals and textiles industries are also 

dependent on Chinese imports. India uses high value of inputs from abroad and 

adds less value to the exports of the other countries, thus, being severely 

affected by the supply disruption caused by the pandemic outbreak.90  

 

The domestic firms needs to develop its own local sourcing units and adopt 

alternative strategies for reducing its dependency. This may be a silver lining for 

the domestic sectors as the government has directed for the domestic 

manufacturing of the Critical Key Starting Materials (KSMs)/Intermediates and 

Active Pharmaceutical Ingredients (APIs) in the country with a financial 

investment of Rs. 3,000 Crore in the next five years.91 
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https://www.livemint.com/news/india/coronavirus-supply-chain-disruptions-is-there-a-silver-lining-for-india-
11584086922001.html. 
91 Patricia Van Arnum, Indian Government looks to increase domestic API Mfg (Mar. 21, 2020), 
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• Resilient Supply Chain. 

 

A staggering number of companies have been working with little understanding 

and flexibility of inventory and supply chains, replying on a single distant 

manufacturer and staffed by short term contractors. The sudden supply chain 

disruption caused by the outbreak of the pandemic has severely damaged the 

global trade. The companies now require to ensure their supply to be resilient 

for being competitive.  

 

It is imperative that resilience capabilities are developed in order to respond to 

repercussions of unexpected events and either quickly return to original state of 

business or move to a new and better state after being affected by the risk and 

continue business operations as efficiently as possible. COVID- 19 has spurred 

the use of digitalization to strategize and mitigate against the disrupted supply 

chain. A well- considered supply chain risk management processes will position 

a company better to identify the impact of disruptive events on their supply 

chain and product offering, providing them with an opportunity to assess and 

best respond to the unpredictable events. 92 

 

• Potential Manufacturing Hub. 

 

The crises and damages of the pandemic needs to be converted into the 

opportunities.  The timed lockdown and minimised collateral damage have 

placed India in a far better position than other affected countries of the world 

with a flatter curve of infection. Even the developed economies are 

experiencing an economic slowdown which will compel them looking for low-

cost outsourcing solutions as the supply chain disruption created by Chinese 

shutdown has promoted global firms to look for alternate manufacturing 

centres to reduce the extreme dependency on a single country for the 

manufactures. India’s expanding economy and robust middle class provides a 

lucrative market along with its abundant skilled and semi- skilled labour adding 
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to the country’s ability to support bulk manufacturing, assembly and processing 

which may act as an opportunity for India to emerge out as a viable alternate 

manufacturing destination.  

 

Around 300 of foreign manufacturers seek to relocate their production to India 

in a wide range of sectors, including electronics, medicine, and textiles. 

Electronic and technology giant, Apple Inc, is expected to move a fifth of its 

production capacity from China to India.93 There should be cutting down of 

import dependence, especially from China, by focussing aggressively on 

substitution while improving safety compliance and quality goods to gain global 

market share. The commerce and industry ministry is mulling setting up groups 

to draw up strategies for sectors where China has vacated space and countries 

are looking to diversify suppliers.94 The Indian government has a chance to 

leverage the changing geopolitical tide to catapult India’s manufacturing. It 

provides an opportunity for India to reap rich dividends by being a trusted 

supply chain partner and offering lucrative deals to global players to collaborate 

and set up their units in India.    
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