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Abstract 

Pessimism looms large all over. COVID-19 has been projected as worse than the Great Depression of 1930. 

Everyday analyst and agency reports are diving into new bottoms of a fall-down in economic activities. Indian 

economy, however, has a slightly different story to tell at this hour of crisis. The silver lining for the Indian 

economy comes from a steep fall in the crude oil prices from around $70 per barrel to a record 18 years’ low of 

$22 per barrel. This windfall gain can, to some extent, offset the direct losses due to COVID-19. At the same 

time, dreams like a $5 trillion economy no longer look even a remote possibility. A decision-tree approach has 

been adopted for doing the projections. The outbreak of COVID-19 brought social and economic life to a 

standstill. In this study the focus is on assessing the impact on affected sectors, such as aviation, tourism, retail, 

capital markets, MSMEs, and oil. International and internal mobility is restricted, and the revenues generated 

by travel and tourism, which contributes 9.2% of the GDP, will take a major toll on the GDP growth rate. 

Aviation revenues will come down by USD 1.56 billion. Oil has plummeted to 18-year low of $ 22 per barrel 

in March, and Foreign Portfolio Investors (FPIs) have withdrawn huge amounts from India, about USD 571.4 

million. While lower oil prices will shrink the current account deficit, reverse capital flows will expand it. Rupee 

is continuously depreciating. MSMEs will undergo a severe cash crunch. The crisis witnessed a horrifying mass 

exodus of such floating population of migrants on foot, amidst countrywide lockdown. Their worries primarily 

were loss of job, daily ration, and absence of a social security net. India must rethink on her development 

paradigm and make it more inclusive. COVID 19 has also provided some unique opportunities to India. There 

is an opportunity to participate in global supply chains, multinationals are losing trust in China. To ‘Make in 

India’, some reforms are needed, labour reforms being one of them. 
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Introduction 

 The impact of COVID-19 on the Indian economy in the short term and the long term. A decision-tree 

approach has been adopted for doing the projections that spell out the impact. Different scenarios have been 

considered for assessment of the economic impact. These scenarios have been constructed to follow the generally 

adopted standard pattern of ‘best’, ‘middle’ and ‘worst’. In most of the projections, a scenario framework of 

strong, moderate and weak recovery of the economy has been considered in line with the three general options 

that are used. Since the Indian economy is a part of the global economy first a stock of the global impact has 

been taken. Before measuring the likely impact on the Indian economy, the methodology has been spelled out in 

the assessment part of the paper. As a policy emphasis was given on reference to agency research rather than 

individual author opinions. Agency research offers more credibility and reliability. Five popular economic 

indicators: GDP growth rate, inflation, unemployment, interest rate and industrial output, were chosen for 

measurement of the impact. Ever since the break out of COVID-19 virus pandemic, analysts and experts 

worldwide are in a race to project bigger and bigger economic troubles for the global economy. With each day 

passing, the new forecasts are showing a gloomier picture than the previous one. A decline of the global economy 

by 1% as compared to the previous projection of a 2.5% growth has been forecasted by the UN on 2 April 2020. 

The net impact that is projected is around 3.5%. The size of the world economy in 2017 was $80 trillion. The 

outbreak of COVID-19 has impacted nations in an enormous way, especially the nationwide lockdowns which 

have brought social and economic life to a standstill. A world which forever buzzed with activities has fallen 

silent and all the resources have been diverted to meeting the never-experienced-before crisis. There is a multi-

sectoral impact of the virus as the economic activities of nations have slowed down. What is astonishing and 

worth noting is an alarm bell which was rung in 2019 by the World Health Organization (WHO) about the 

world’s inability to fight a global pandemic. A 2019 joint report from the WHO and the World Bank estimated 

the impact of such a pandemic at 2.2 per cent to 4.8 per cent of global GDP. This COVID-19 pandemic affected 

the manufacturing and the services sector—hospitality, tours and travels, healthcare, retail, banks, hotels, real 

estate, education, health, IT, recreation, media and others. The economic stress has started and will grow rapidly. 

While lockdown and social distancing result in productivity loss on the one hand, they cause a sharp decline in 

demand for goods and services by the consumers in the market on the other, thus leading to a collapse in 

economic activity. However, lockdown and social distancing are the only cost-effective tools available to prevent 

the spread of COVID-19. Governments are learning by doing, as it was in the case of success of containment 

strategy in Bhilwara district, Rajasthan, India, the economic risks of closing the economy remain nonetheless. 

Similarly, flattering the caseload curve is critical for economy at large, but it comes with an economic cost. 

Objectives 

 To study the impact and problem faced during Covid-19 in India. 

 To focus on the future estimates on different sectors in Indian Economy. 
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Review of Literature 

 The Economist (2020) COVID-19 and the world of work: Impact and policy responses by International 

Labour Organization, it was explained that the crisis has already transformed into an economic and labour 

market shock, impacting not only supply (production of goods and services) but also demand 

(consumption and investment). International Monetary Fund’s (IMF) chief said that, ‘World is faced with 

extraordinary uncertainty about the depth and duration of this crisis, and it was the worst economic fallout 

since the Great Depression’. The IMF estimated the external financing needs for emerging markets and 

developing economies in trillions of dollars. India too is groaning under the yoke of the pandemic and as 

per news reports in Economic Times published on 23 March 2020, the economists are pegging the cost 

of the COVID-19 lockdown at US$120 billion or 4 per cent of the GDP. 

 Abdiaziz Harun Mohamed (2021) COVID-19 pandemic has brought difficult situations for citizens of 

nations across the world. The impact however, may be more severe for others in the Third World 

Countries, who are in desperate situations and whose conditions may well further deteriorate if not put 

into considerations. While this pandemic affects different dimensions of life and society in general, this 

paper examines the impact of the outbreak COVID-19 pandemic on Somaliland Economy and analyzes 

the need for mitigation measures of this pandemic. The research methodology of this paper reviews 

secondary data which were collected through various magazines, articles, newspapers and published 

journals. The study focuses on descriptive research design and the sample design selected for this study 

which was illustrative. This study observed that COVID-19 is affecting the Somaliland economy through 

loss of jobs and other incomes, gradual recession and deterioration of public financial and private 

business sectors of the nation. The study discovers that for the recovery of the economy, certain 

mitigation measures and policy interventions must be administered, which includes health and social 

protection, fiscal policy and financial, industrial and trade policies. Therefore, the expected outcomes 

from administration of the policy instruments would be reduction in human suffering and the 

enhancement of the recovery of the economy from bankruptcy and recession. 

Sectoral Implications of COVID-19 Pandemic in India 

Impact on Tourism, Aviation and Retail 

The tourism industry is the worst affected due to the COVID crisis, internationally. The World Tourism 

Organization (UNWTO) (2020) estimations depict a fall of 20–30 per cent in international tourist arrivals. These 

figures too are based on present circumstances and are likely to increase or decrease in future. Millions of people 

associated with industry are likely to lose their jobs. In India, the travel and tourism industry is flourishing and 

is contributing sizably to the economy. The FICCI-Yes Bank report titled ‘India Inbound Tourism: Unlocking 

the Opportunities’ described India as a tourism powerhouse and the largest market in South Asia. Tourism in 

India accounted for 9.2 per cent of GDP and had generated US$247.3 billion in 2018, with the creation of 26.7 

million jobs. Currently, it is the 8th largest country in terms of contribution to GDP. According to the report, by 

2029, the sector is expected to provide employment to nearly 53 million people. Foreign Tourist Arrivals (FTAs) 

crossed 10 million in 2017. However, the coronavirus pandemic has restricted international mobility and the 
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revenues generated by this sector will take a major toll on the GDP growth rate. It may bring a downfall of 0.45 

per cent in the growth rate of GDP. The aviation sector in India currently contributes US$72 billion to India’s 

GDP. Foreign tourist arrival has been down in the first quarter. The lockdown will have a significant impact on 

arrivals in the second quarter. If we estimate a conservative 25 per cent decline in the contribution of the aviation 

sector, it will amount to 18 billion. Railways contributed US$27.13 billion in 2019 to GDP. A 21-day lockdown 

period will bring down the revenue by US$1.56 billion. The Indian retail industry was worth US$790 billion in 

FY 2019. It accounts for over 10 per cent of the country’s GDP and around 8 per cent of employment. In the 

past few years, online retail has seen a very rapid growth and the market projections had indicated a 30 per cent 

growth in online retail in 2020. A month-long shutdown for retail will affect the Quarter 2 revenues. In the retail 

sector, the suppressed demand has a tendency to revive very fast and this will enable the sector to recover the 

losses once the lockdown is lifted. Online retail was operational in some parts of the country during the lockdown 

period and this will help in offsetting some of the losses for the industry. 

Impact on GDP Growth Rate 

While the COVID-19 pandemic is constantly growing and showing little signs of containment as of 15 

April 2020, its adverse impact on economic growth of the country will probably be very serious. The UN warned 

that the coronavirus pandemic is expected to have a significant adverse impact on global economy, and most 

significantly, GDP growth of India for the present economy is projected to decline to 4.8 per cent. Similarly, the 

UN ‘Economic and Social Survey of Asia and the Pacific (ESCAP) 2020 reported that COVID-19 would have 

extensive socio-economic consequences in the region with inundate activities across borders in the areas of 

tourism, trade and financial linkages. Economic Survey 2019–2020 had provided advance estimates for growth 

in real GDP during 2019–2020 at 5.0 per cent, as compared to the growth rate of 6.8 per cent in 2018–2019. The 

nominal GDP is estimated at ₹204,400 billion in 2019–2020 with a growth of 7.5 per cent over the provisional 

estimates of GDP (₹190,100 billion) for 2018–2019. The National Statistical Office announced revised estimates 

of GDP growth, from 8 per cent to 7.1 per cent in the first quarter, from 7 per cent to 6.2 per cent in the second 

quarter and from 6.6 per cent to 5.6 per cent in the third quarter. Goldman Sachs estimated the growth rate of 

GDP at 1.6 per cent, declining by 400 basis points because of 21-day lockdown. In case of a quick retraction of 

COVID-19 pandemic across the globe by mid-May, KPMG India estimated India’s GDP growth in the range of 

5.3 per cent to 5.7 per cent. In second scenario where India controls the virus spread but there is a significant 

global recession, the growth may be between 4 per cent and 4.5 per cent. KPMG India in its report estimated 

India’s GDP growth rate falling below 3 per cent if the virus spreads further in India and lockdown sees an 

extension.  

Impact of COVID-19 Pandemic on Migratory Labour 

The International Labour Organization in its report describes the coronavirus pandemic as ‘the worst 

global crisis since World War II’. About 400 million people (76.2% of the total workforce) working in the 

informal economy in India are at a risk of falling deeper into poverty due to catastrophic consequences of the 

virus. As half of the world is in lockdown, it is going to be a loss of 195 million full-time jobs or 6.7 per cent of 

working hours globally. Many are in low-paid, low-skilled jobs where sudden loss of income is catastrophic. 
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Seasonal migration of labour for work is a pervasive reality in rural India. A migration of millions of people 

happens from rural areas to industries, urban markets and farms. Major migration corridors in India are from UP 

and Bihar, to Punjab, Haryana, Maharashtra and Gujarat. Newer corridors from Odisha, West Bengal and North 

East to Karnataka and Andhra Pradesh, from Rajasthan to Gujarat, from MP to Gujarat and Maharashtra and 

from Tamil Nadu to Kerala are also being created. These migrant workers are employed in the construction 

sector (40 million), domestic work (20 million), textile (11 million), brick kiln work (10 million), transportation, 

mining and agriculture. During lockdown, 92.5 per cent of labourers have lost 1 to 4 weeks of work.  

 
Source: Jan Saahas Survey (2020) 

Implications on Capital Markets, Global Oil Market and its Impact on India 

Coronavirus fears have sent shock waves across global financial markets. Indian capital markets are 

envisaging a funds flow to Western capital markets, owing to rate cuts and fall in the stock markets the world 

over. As per the NSDL data, Foreign Portfolio Investors (FPIs) have withdrawn huge amounts from India—

₹247.76 billion from equity markets and ₹140.50 billion from debt markets in a short span of 13 days, that is, 

from 1 to 13 of March 2020. There will be a lot of volatility in the capital markets in the next 6 months, owing 

to rapid flow of capital from one market to another in the world. A historic drop in demand for oil has dropped 

the crude oil prices to an 18 year low of US$22 per barrel, in March from US$65 per barrel in January. Some 

estimates have pegged a saving of US$7–8 billion for India for every US$5 a barrel fall in crude oil prices. A 

fall in crude oil prices may cut India’s current account deficit, which was 1.55 of GDP in 2019–2020 (Economic 

Survey, 2020). But the capital outflows from India may exceed the potential saving in the current account deficit. 

INR to USD average exchange rate has been ₹70.4 per US dollar, but it is already quoting near the psychological 

barrier of ₹75 per US dollar. If capital outflows from India continue, rupee (INR) may depreciate further in the 

coming days. 

Projections of Indian Economy 

Estimation for the Next 5 Years 

An important factor influencing the GDP projections for the next 5 years is the likely recovery rate. Three 

such scenarios with equal probabilities can be considered as strong, moderate and weak recovery. For a strong 

recovery, a positive average growth rate of 2% per year can be assumed. For a moderate recovery, a positive 
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average growth rate of 1% per year can be assumed. For a weak recovery, a positive average growth rate of 

0.50% per year can be assumed. 

 

Source: India’s GDP Growth Rate Forecast up to 2024–2025 

If the recovery is strong, in the year 2024–2025, the growth rate might reach up to 7.45%. If the recovery 

is moderate, in the year 2024–2025, the growth rate might reach up to 3.45%. If the recovery is weak, in the year 

2024–2025, the growth rate might reach up to 1.45%. 

Unemployment Rate 

Estimates for 2020–2021 

 

Source: India’s Unemployment Rate over the Past 20 Days 

A decision-tree model can be adopted considering three pessimistic situations: moderate, average and 

severe. Probability estimates for these three scenarios at this point in time (April 2020) can be taken as 0.33 each. 

The increment in the unemployment rates for the three scenarios can be taken as 2%, 6% and 12%, respectively, 

for moderate, average and severe pessimistic situations. 
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Conclusion 

The spiralling and pervasive COVID-19 pandemic has distorted the world’s thriving economy in 

unpredictable and ambiguous terms. But it significantly indicated that the current downturn seems primarily 

different from recessions of the past which had jolted the country’s economic order. Whereas the nations, 

conglomerates, corporations and multinationals continue to understand the magnitude of the pandemic, it is 

undoubtedly the need of the hour to prepare for a future that is sustainable, structurally more viable for living 

and working. While the unprecedented situation has caused a great damage to the economy, especially during 

periods of lockdown, the nation will have to work its way through it, by introduction of fiscal measures. As the 

national government envisions, protection of both lives and livelihood is required. The economic activity must 

begin gradually after screening of the labour force. Strict preventive measures should be implemented by the 

industry in order to safeguard the health of the workers. While policy and reforms should be doled out by the 

government adequately to salvage the economy, the industry, civil societies and communities have an equal role 

in maintaining the equilibrium. The norms of social distancing, avoiding or cancelling gatherings, and use of 

masks and sanitisers should be the way of life till we are able to eradicate the virus. During this time, the economy 

is juxtaposed with social behaviour of humankind, so the responsibility of bringing back economic action is not 

of government alone. The risk of a global recession due to COVID-19 in 2020 and 2021 would be extremely 

high, as it has been observed globally that the shutdown of all economic activities—production, consumption 

and trade—to control the spread of COVID-19 is imminent. The nature of shutdown is unique in case of COVID-

19 due to a supply shock, a demand shock and a market shock. The recovery in economy depends on the timings 

and magnitude of government support as well as the level of corporate debt and how the companies and markets 

cope with lower demand. Government assistance to those most in need (largely constituted of unorganised sector, 

migrants and marginalised communities) is a critical measure to save many lives. However, every crisis brings 

about a unique opportunity to rethink on the path undertaken for the development of a human being, community 

and society. The COVID-19 pandemic has a clear message for the Indian economy to adopt sustainable 

developmental models, which are based on self-reliance, inclusive frameworks and are environment friendly. 
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