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Abstract
Background: The outbreak of COVID-19 pandemic has affected the global economy from its starting. Indian economy 
is also affected by the pandemic and experienced a lot of economic damages. India has become the global hotspot of 
COVID-19 during the second wave of the pandemic and recorded the second-highest position in terms of positivity rate 
after China. The present study attempts to analyze the economic issues that emerged in the first and second waves of the 
pandemic in India.

Method/Approach: There is no econometric tools or analytical models used in the present study. This study attempts to 
evaluate the two research questions which are formed on the basis of some previous studies by various organizations and 
researchers. The research questions are as follow, First, what are the sectors those are primarily affected at the time of 
the first COVID-19 outbreak? Second, which economic issues and impacts emerged in the second wave of the pandemic?

Results/ Findings: From the study, it is found that the second wave of COVID-19 is not much affected by the Indian 
economy. At this time, no nationwide lockdown was announced by the Government. But so, it was much severe in the time 
of the first wave of COVID-19. Many sectors were affected by the pandemic like agriculture, MSMEs, Tourism, etc., and 
these resulted in substantial unemployment problems in the economy. The study is trying to analyze these problems and 
concluding it with a few policy recommendations for the economy of India.
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Introduction
The global economy is more interconnected in recent times. This 
interconnection is the leading cause of the rapid spread of the new 
and foremost human tragedy COVID-19 originated from Wuhan, 
China. The international labor organization (ILO) described the 
corona virus pandemic as 'the worst global crisis since world war 
II.' World Health Organization (WHO) declared this outbreak as 
COVID-19 in February, 2020. In March 2020, the COVID-19 pan-
demic was declared a global pandemic [1]. A very high uncertainty 
surrounds the world economy. The health crisis that emerged due 
to COVID-19 is rapidly transmitted into an economic crisis after 
the declaration of lockdown in almost all the countries. COVID-19 
poses a real threat to the global economy after the great depres-

sion in 2008. UNCTAD, the United Nation's Trade and Develop-
ment Agency, already cautioned of depression of the international 
growth rate to below 2% in 2020 [2]. IMF, in its April 2020 'World 
Economic Outlook' reversed global economic growth forecast 
from 3.3% to -3%, an unusual downgrade of 6.3% within three 
months, and the cumulative GDP loss over the next year from 
COVID-19 could be around 9 trillion USD. As projections, there 
will also be an increase in unemployment, increasing a mark of 
more than 10% at the end of 2020 [3]. This increase in unemploy-
ment will increase global poverty for the first time since 1990, 
creating a threat to UN Sustainable Development Goals (SDGs). 
Due to a fall in international economic activities, there will be a 
massive loss of international trade. As of March 25, 2020, global 
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trade fell to over 4% contracting for only the second time since the 
mid-1980s [4].

This global outbreak reaches more than 200 countries, and India 
is also one of them. As a developing country, India seems to be 
affected hard by this pandemic. The Indian economy has already 
been in a crisis phase before the occurrence of this pandemic. De-
monetization in 2016 is one of the primary reasons for that crisis. 
After the emergence of COVID-19, people regarded it as a double 
hit to the Indian economy [5]. Over the second half of 2019 and 
before the outbreak of COVID-19, India's economy was already 
sputtering with slow growth to 4.7%. Further, unemployment was 
at a 45-year high, and the Indian industrial output for eight core 
sectors fell by 5.2% last year [6]. The outbreak of COVID-19 and 
subsequent lockdowns raises serious economic concern and havoc 
nationwide. The sudden nationwide lockdown in India greatly af-
fected the social and economic life of the people.

The Indian economy was already struggling hard with the first 
wave of COVID-19 pandemic, and it becomes very severe when 
the economy is affected by the second wave of the pandemic. Vari-
ous international organizations predicted that Indian economy will 
be facing a crisis of GDP and unemployment problem in upcoming 
years. According to India's World Bank Report unemployment rate 
in the year 2020, it was 7.11%, which was below the world average 
of 7.99 %. But, it was the worst unemployment rate in India in 29 
years. India's unemployment rate is projected at 20.13% for the 
fiscal year 2020-21 [7]. A most emerging sector in India, MSME 
has provides around 100 million employment opportunities and 
contributes around 16.6% of GDP, the post-COVID experience 
of those employees will decline their income [8]. This article at-
tempts to understand the economic effects of COVID-19 on the 
Indian Economy and analyze how the Indian Economy will revive 
from this pandemic situation. To study the effects of COVID-19, 
both the first wave and second wave are explained separately.

First Wave of COVID-19 and Indian Economy
In India, the first COVID-19 positive case was reported in Kerala 
on 27th of January 2020 after that positivity rate was continuously 
increased as the day passes. To deal with this pandemic situation, 
the Indian Government declared 68 days lockdown of four-phased 
from 24th March to 31st May in the whole nation. The impact of 
this crisis may even be higher in emerging economies like India 
due to already slowing growth rates, poor health infrastructure, 
and a significant population living in extreme poverty. The spread 
of COVID-19 has exacerbated the Indian economy, which was al-
ready in peril, mainly due to slowing domestic demand and exter-
nal factors like the US–China trade war [9].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 [10]. The IMF foresees that the impact on the 
economy of the coronavirus is many times greater than that of the 
Global Financial Crisis of 2008 [11]. The supply chain has broken 

due to the lockdown in every part of the country. Economic perfor-
mance has been battered by the contraction of output on the sup-
ply side and employment contraction on the demand side (Nayyar 
[12].This pandemic has massively hit the supply and demand chain 
and caused trouble for manufacturers who have to fire some of 
their employees or delay their economic activities to prevent more 
loss [13]. The most affected areas are health, education, travel and 
tourism, agriculture, manufacturing, and the laborers, particularly 
those engaged in a low-paid job or the informal economy. Near-
ly 90% of the workforce in the informal sector has survived with 
no minimum wage or any social security [5]. Economic activities 
of the whole nation have reached a near halt. Many workers and 
employees were lost their jobs because the producers and employ-
ers were unable to recover their costs. The states were incurring a 
huge economic cost for suspending the production process [14].

Unemployment scenario
Due to the sudden lockdown in the whole nation, the working class 
of the society was greatly affected during the pandemic. Many 
people, particularly daily wage earners or low-paid workers and 
migrant workers, become jobless or unemployed. The most sig-
nificant impact of lockdown during COVID -19 pandemic was the 
disappearance of jobs, particularly in the case of migrant workers 
[15]. Employment declined in terms of both jobs and aggregate 
working hours (Mandal et al. [16]. This brought social insecurity 
and uncertainty to their economic lives due to the nationwide shut-
down of economic activities. As per Centre for Monitoring Indian 
Economic (CMIE) estimates, in March 2020, the estimated num-
ber of employed persons in India was 396 million. It becomes 275 
million by the end of April, which means more than 120 million 
jobs were lost. In the month of April-May 2020 unemployment 
rate was 23.5%projected by [17]. According to National Statis-
tical Office (NSO), during April-June 2020 India's GDP growth 
had contracted to 23.9%. The country's unemployment rate during 
June, 2020 was a little bit impressive than the month of April-May 
2020 and projected 8.5% by CMIE.

Impacts on Travel and Tourism
Tourism is a significant sector for generating income and employ-
ment in India. It contributes 9.2 percent of India's GDP in 2018 and 
creates 8.1 percent of its total employment. The tourism industry 
positively impacts the employment of countries, increasing foreign 
exchange earnings, promoting domestic industries, expanding in-
ternational cooperation, and, most importantly, improving people's 
livelihoods and many other economic growth factors. India ranks 
eighth out of 184 countries in terms of tourism share in GDP with 
247bn. India’s rank was 25th globally and 7thin Asia concerning 
international tourist arrivals in 2018. The share of tourism in to-
tal employment is 12.13% in 2017–2018 and rises to 12.75% in 
2018–2019 [18]. India's position in the travel and Tourism Com-
petitive Index (TTCI) of the world economic forum is 40th posi-
tion in 2017, and currently, India has uplifted to 34th position in 
2019. This sector's direct and indirect employment also rises to 
5.56–7.19 percent in 2018–2019. The nationwide lockdown will 
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restrict both international and domestic tourist movement. “The 
Indian tourism and hospitality industry is staring at a potential job 
loss of around 38 million, which is 70% of the total workforce,” 
due to corona virus (Shetty, 2021). There is a 66.4% decline in 
overseas tourists’ arrivals in India in March 2020 compared to 
last year. There is a fall in foreign tourists' arrival rate by 68% 
from February to March 2020 and hence a fall in foreign exchange 
earnings (FEE) by 66.32%, which has a significant impact on the 
economy [19].

Impacts on Agriculture Sector
Agriculture is the primary source of livelihood for about 58% of 
India's population. Indian agriculture sector was performing pretty 
well before the COVID-19 pandemic. According to research con-
ducted by National Institute of Agricultural Economics and Policy 
Research under ICAR (Indian council for Agricultural Research) 
in October, 2020, Annual growth has been ranging between 3.5% 
and 5% during the last five years and the growth has broad-based 
itself, in terms of both production and geographical coverage. The 
immediate impact of lockdown in agriculture was in the form of 
disruption of harvesting and marketing of crops. COVID-19 lock-
down in India has primarily impacted farmers' ability to sell their 
produce and livestock products and decreased daily wages [21]. 
It has disrupted the production process and thereby broken the 
supply chain, which is reflected through the changes in food pric-
es. However, the disruption in the supply chain was tried to make 
functional by using digital technologies. The COVID-19 crisis 
has shown how digital technologies can help make supply chains 
function better and more efficiently [21]. The National Agriculture 
Market (e-NAM) has allowed the farmers to connect with more 
significant agricultural markets. There have been an increased 
number of registered traders on this digital platform. The demand 
side shock arises because of the people's low purchasing power, 
particularly of the poor class of society. As a result, household 
expenditure has declined by 27 percent in real terms, and invest-
ment has reduced by 47 percent in the first quarter of the financial 
year 2020-21 (Niap, 2020). Therefore, the Indian Government has 
raised expenditure by 16 percent to deal with this situation. Despite 
all the adverse effects, due to some government measures are taken 
during that time, the agriculture sector registered positive growth 
post-pandemic (3.4% FY 2020–21 Quarter 1: April to June) but 
less than its immediate past quarter growth (5.9% FY 2019–20 
Quarter 4: January to March) witnessing a decline by 2.5% point 
due to the impact of COVID-19 [22].

Impacts on MSMEs
MSME (Micro, Small, and Medium Enterprise) sector has emerged 
as a highly vibrant and income-generating sector with low capi-
tal cost in India over the last five decades. The sector is current-
ly employing over 110 million people, which is 40% of India's 
workforce. The MSME sector contributes to 29.7% of Indian GDP 
including 6.11% of manufacturing sector GDP and around 24.63% 
of service sector GDP. MSMEs are the source of 33.4% of the total 
manufacturing output and 45% of the overall exports in India [23]. 

MSME sector has badly affected during COVID-19 lockdown due 
to massive labor migration, disruption in production, and lack of 
cash flow. Due to the unavailability of cash, the MSMEs are start-
ing pay cuts of workers, resulting in job losses and creating unem-
ployment problems. All India Manufacturers’ Association (AIMO) 
carried out a study among 5000 MSMEs and reported that about 
71% of MSMEs could not pay remuneration to their employees 
in March 2020. It was estimated that 25% of firms comprising the 
MSME sector in India were on the verge of collapsing if the Indian 
Government extended the tenure of nationwide lockdown for more 
than eight weeks starting from April 2020. Nearly 50% of business 
units under the MSME sector in India suffered a loss equivalent 
to 20-25% during the COVID-19 pandemic situation [24]. It was 
also predicted the manufacturing sector might shrink from 5.5 to 
20 percent, exports from 13.7 to 20.8 percent, imports from 17.3 to 
25 percent in 2020 over the previous year [25].

Second Wave of COVID-19 and Indian Economy
India has become a global hotspot of COVID-19 pandemic during 
the second wave, with daily new cases touches 4.12 million in 
May 2021. The number of positive cases crossed 2.9 crores in the 
first week of June, 2021. After USA, India has become the sec-
ond-highest country in the world based on COVID-19 positivi-
ty cases. As seen by the situation of India, many countries have 
announced to ban Indian flights and restricted travel from India. 
For this reason, many Indians are affected by their international 
transactions. During the second wave of COVID-19 pandemic, 
India has provided quite different guidelines as provided in the 
first COVID outbreak. At this time, no nation-wise lockdown is 
announced. Some states have announced partial lockdown by pro-
viding their SOP for their citizens. To some extent, some states 
like Delhi, Maharashtra, etc., have notified complete lockdown for 
few days. But during this period death rate of human lives keep 
growing faster than the first wave of COVID-19 pandemic. The 
death rate has crossed 3.51 lakhs in the first week of June 2021. 
The highest death rate was recorded in May, 2021. To reduce the 
infections among citizens, both central and state governments have 
done works cooperatively. Both governments have given more im-
portance to the vaccination process. So that, in the first week of 
June 2021, around 23 crore people are vaccinated in India.

The economy of India already affected by the first wave of the 
pandemic, and again it will be collapsed just recovery from the 
first COVID-19 outbreak. But, According to the central bank of 
the country RBI; the second wave of COVID-19 will be less af-
fected than the first wave [26]. During the second wave of the 
pandemic rising unemployment problem and reduction of employ-
ment opportunities has emerged as the most significant economic 
issue. The Service sector like tourism and hospitality, which had 
just started recovering from the crisis of COVID-19 outbreak the 
second wave of the pandemic, again hit it. MSME sector, the sec-
ond- highest employment generated sector after agriculture of the 
country, affected very much and would require financial support. 
So that the country's GDP in upcoming days will be predicted loss, 
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according to CRISIL, India's GDP may be slipped to 8.2% in the 
financial year 2021-22 if the second wave of COVID-19 pandem-
ic peaks at the end of June 2021. But, in the crisis of the second 
wave of the pandemic RBI has published a report in May 2021 
and projected a 10.5% growth rate for Indian economy for the fi-
nancial year 2021-22. It was predicted by National Institution pre-
dicted it for Transforming India (NITI) aayog, agriculture sector 
of the country will not be affected this time as involved in the first 
COVID-19 outbreak. Because this time, no nationwide lockdown 
is announced, and many states of the country provide only a few 
restrictions for their agricultural activities.

A situation of Employment and Consumer demand
According to CMIE, the Unemployment rate increased to 7.97% 
in April-May 2021 from 6.5% in March 2021, and around seven 
million jobs lost in April 2021. During this time, the informal sec-
tor, like a small business person and poorer sections of the society, 
are badly affected by the pandemic. Because many of them already 
been pushed below the poverty line during the first wave of the 
pandemic. During the second wave of COVID-19, consumer de-
mand is reduced due to higher healthcare costs. Price of the edible 
oil in the second wave of the pandemic increases and the demand 
for other consumer goods also sharp declines. RBI has projected 
the CPI inflation of India at an average 5% in fourth quarter of 
2020-21. It also projected the CPI inflation 5.2% in first quarter 
and second quarter of 2021-22, 4.4% in third quarter and 5.1 % in 
fourth quarter.

Can India Revive? With a few policy recommendations
The revival of Indian economy may be a long-term process. The 
long term will be depending on the mode of recovery that the econ-
omy would be able to adopt [7]. The second wave of the pandem-
ic may be a cause of long-term process of economic recovery. In 
this concern, government investment will play an essential role in 
boosting the economy from the crisis of demand chain disruption 
and supply chains settlements. The disruption of supply chains due 
to the pandemic means that India should explore opportunities in 
new markets in Africa and Southeast Asia, which are also likely to 
be more receptive to non- Chinese trading partners [27]. Higher 
investment will also create new job opportunities for the job seek-
ers and the persons who have lost their jobs due to the pandemic. 
During the United States' 2009 great depression declaration of re-
covery packages, investment in public transport and clean energy 
was created more employment than traditional investments [28].

To see the country's economic crisis during the first wave of the 
COVID-19 pandemic, India announced a package under the scheme 
‘Atmanirbhar Bharat’ (Self-Reliance India) of Rs 20 trillion for the 
revival of the economy. World Bank had also approved 2.75 bil-
lion USD emergency lending for India to support the response of 
COVID-19. It was disbursed 2.25 billion USD by December 2020. 
These economic packages may be a pivotal instrument to revive 
the economy from the crisis in the upcoming days. To give more 
concentration to the MSMEs government of India also changed the 

definition of MSMEs during the COVID-19 outbreak by increas-
ing the investment pattern. In this concern, government needs to 
come forward with innovative long-term tax concession schemes 
on the value of sub-contracts given to the MSME sector [29]. It 
will be helpful to MSMEs of the country in the upcoming years. 
Government of India provides attention to the vulnerable sec-
tions of the country through Pradhan Mantri Garib Kalyan Yojana 
(PMGKY) also provides support for Mahatma Gandhi National 
Rural Employment Guarantee Act (MGNREGA), but it is limited 
and too little [15]. Under PMGKY, Government has contributed 
12% employer's share and 12% percent employee's share through 
Employees Provident Fund (EPF) for March to August 2020. If the 
government support is increased through these programs, it will 
help workers and employees directly.

The recovery of the economy will also depend on the healthcare 
investment of the country because solid and sustainable contain-
ment measures in the health sector like testing of COVID-19 and 
vaccination may raise the confidence of the citizens, which will 
be helpful to the economy for quicker recovery. The agriculture 
sector of the Indian economy can also be used as a revival alter-
native from the present crisis. About 70 percent of the total pop-
ulation of India is engaged in the agriculture sector. If agriculture 
can be converted to multiple cropping systems, it will give away 
to put forward the economy from the crisis that happened in the 
COVID-19 pandemic. There is a possibility of MGNREGA; if it 
can be converted more demand centric rather than supply centric. 
Higher employment generation via MGNREGA will be a solution 
to prevent the income and demand crisis among the citizens.

Conclusion
This article tries to assess the Indian economy's economic issues 
during the first and second waves of COVID-19 and analyze how 
India can get revived from this pandemic. The study found that 
Indian economy was hit hard by this pandemic as it was already 
in a crisis phase with the slowdown in economic activities. The 
economic impact of the first wave of COVID-19 was very severe 
compared to the second wave of COVID-19. Almost all the sec-
tors, including MSMEs, travel and tourism, unemployment, and 
migrant laborers were deeply affected by this pandemic situation. 
Agriculture was the only sector that performed positive signs 
during the pandemic. To cope with these adverse economic effects, 
the Government of India has been doing well by taking various 
policy measures. Apart from this, the economy needs proper vacci-
nation to get revived from the long-term effects of COVID-19. To 
build up the way of quicker recovery of the economy government 
policies and mode of the economic situation in upcoming days will 
be crucial.
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