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ABSTRACT

The entire world economy has been shattered by the COVID-19 pandemic. Its adverse impact on 
different sectors of the economy has compelled the Governments and policymakers to rethink from 
scratch and come up with appropriate measures for all stakeholders. The disease has already 
triggered a worldwide recession. All businesses, irrespective of size, are facing grave challenges. The 
ILO (International Labour Organization) estimate reveals that a huge number of jobs will be severely 
impacted across the globe. According to the ILO, the COVID-19 pandemic is the most horrible 
disaster since the Second World War. The International Monetary Fund (IMF), on the other hand, 
treats the pandemic as the most terrible economic catastrophe since the Great Depression (1930). 
The crisis resulted in a demand-supply mismatch because of the dismantling of the nationwide 
transport system. On the one hand, farmers are unable to take their produce to the market, leading to 
a huge shortfall in supply and consequent inflation. On the other hand, there is a huge fall in income-
generating from non-marketing of products in the agricultural sector and joblessness in the industrial 
and service sectors also. This fall in income is again creating a fall in demand circularly. In this way, the 
domestic slowdown coupled with the international recession put India on the back foot. Economic 
activities have come to a total standstill, which has badly hit the informal sector and casual workers in 
India. Governments across the world are announcing stimulus packages, and Central Banks are 
lowering interest rates. The Government of India has also come up with many relief initiatives. Against 
this backdrop, this exploratory research paper endeavors to analyse the possible effects of the 
COVID-19 pandemic on various sectors of the Indian economy.
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INTRODUCTION

The world has witnessed deadly diseases like Ebola, Swine flu, and SARS in the past, which took the 
shape of an epidemic and resulted in a huge crisis for the global economy. But the novel coronavirus 
(COVID-19) pandemic has not only killed people worldwide but also affected the world economy 
negatively. The Indian economy also suffered a huge setback as a result of this pandemic. The 
outcome is that the projected growth rate of the Indian economy, as per the opinions and estimates of 
different agencies and organizations, will likely decline.

The disease has already triggered a worldwide recession. All businesses, irrespective of size, are 
facing grave challenges. The ILO (International Labour Organization) estimate reveals that a huge 
number of jobs will be severely impacted across the globe. According to the ILO, the COVID-19 
pandemic is the most horrible disaster since the Second World War. The International Monetary Fund 
(IMF), on the other hand, treats the pandemic as the most terrible economic catastrophe since the 
Great Depression (1930).

Objective of the study and data source

The main objective of this exploratory research paper is to analyse the possible effect of COVID-19 on 
different sectors of the Indian economy. The study uses secondary data from various sources like 
articles, reports, web materials etc.
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Organization/Agency  Growth (in %) 

ADB  4 

Fitch Ratings  0.8 

ICRA  2 

IMF  1.9 

S&P Global Ratings  3.5 

World Bank  1.5-2.8 

 

Projected GDP

The growth rate (GDP) projection of India during FY-21 by various agencies is presented in Table 1.

Table 1: GDP projection of India during FY-21

Source: Gupta (May 2020a)

LITERATURE  REVIEW 

'Work from Home' culture has become the new-normal norm. Accordingly, the coming years may 
witness huge investments in tools that cater to 'Work from Home' effectively and efficiently (Datta, 
2020). The pandemic is expected to transform the landscape of all the sectors of the economy. As a 
result, the business will witness a change in the patterns of consumption, investments and flow of 
trades. As such, business firms need to have recovery plans ready in advance to combat the 
challenging scenario (Suri, 2020). A huge number of workers of the informal sector (around 93 million) 
was mostly affected. These workers belong to five sectors of the economy. These sectors are (i) 
manufacturing; (ii) trade, hotel and restaurant; (iii) construction; (iv) transport, storage and 
communications; and (v) finance, business and real estate (Mehta &Arjun, 2020). With uncertain 
domestic and global demand outlook and weak crude oil prices, petrochemical prices are likely to 
remain low. This will lead to the accumulation of huge inventories for the producers (KPMG, 2020a). 
There are two challenges in the real estate sector: payment of a higher rate of interest and reduced 
sales. The pandemic will also pose challenges to the global shipping industry (Rastogi, 2020). 
Uncertainty, subdued demand, crash in the stock market, pay cuts and lay-offs will result in lower GDP 
for India and make the economy more vulnerable (Gupta, 2020b).

DISCUSSION

Estimate of impact on the economy as a whole:

The crisis resulted in a demand-supply mismatch because of the dismantling of the nationwide 
transport system. On the one side, farmers are unable to take their produce to the market, leading to a 
huge shortfall of supply and consequent inflation. On the other hand, there is a huge fall in income-
generating from non-marketing of products in the agricultural sector and the joblessness in the 
industrial and service sector also. This fall in income is again creating a fall in demand in a circular way. 
In this way, the domestic slowdown coupled with the international recession put India on the back foot. 
Economic activities come to a total standstill which has badly hit the informal sector and casual workers 
of India.

Considerable decreases in jobs and an increasing rate of unemployment were observed in March 2020 
in the CMIE report. The workers, irrespective of their locality (urban or rural), were adversely impacted. 

Estimate of impact on different sectors of the economy:

Auto sector

For auto components, India heavily depends on China. Such components are imported from China and 
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the auto manufacturers and auto-ancillary industries use such components. However, the pandemic 
created a situation where auto components could not be imported due to shut down in China 
(Nifty50Stocks, 2020).

The pandemic may affect the decisions of a large number of buyers so far as purchasing vehicles is 
concerned. Many prospective vehicle buyers may prefer to defer their decisions on vehicle purchase 
for some time due to financial compulsions and low sentiment. Production is also adversely affected in 
the auto sector because the country heavily depends on Germany and South Korea apart from China. 
And, the pandemic hurts the auto sector of these countries as well (Suri, 2020). It will be difficult for the 
automobile sector to return to normalcy in the near term.

Aviation, tourism and entertainment sector

The tourism and hospitality sector of India is one of the worst affected sectors during the pandemic. The 
tourism sector witnessed a huge job loss and is bleeding. It requires heavy investment from the 
Government and the private sector to get the sector back on track. The aviation and tourism industry 
faced severe cash flow issues. 

The shooting of films and release of films have been put on hold. Indian cinema industry has been 
seriously affected because multiplexes and cinema halls are closed for a long time. The industry is 
going to suffer a huge monetary loss which may be more than Rs. 200 crores at least in the next quarter. 
The recovery path of the Indian entertainment sector is very difficult in the short run since people will 
avoid gathering and travelling to maintain social distancing. The rising rate of unemployment and a 
simultaneous decrease in the level of income will add salt to the wounds.

Real estate sector

There will be subdued demand in the real estate sector in general and the housing sector in particular 
over a period of time which may extend several quarters. As a result, the launching of new projects will 
get reduced. The real estate sector employs a large section of the population either directly or indirectly. 
But the pandemic has changed the scenario and there will be a huge job loss or job curtailment in the 
sector. Reduced sales and payment of high interest will make the situation more challenging for the real 
estate sector in India. Nevertheless, it is expected that the situation will gradually improve after a few 
quarters.

Chemical and petrochemical sector

The petroleum sector is under tremendous pressure even before the pandemic because the demand 
has slowed down throughout the world. It results in excess capacity. The coronavirus outbreak has 
further aggravated the sector (KPMG, 2020a). 

The Indian chemical sector also heavily depends on China for its raw materials. The pandemic created 
bottlenecks for the sector because it has become difficult to obtain raw materials from China. It leads to 
escalation in the price of raw materials and it badly affects the sector (Nifty50Stocks, 2020).

Electronics and consumer durable sector

Just like many other sectors, the electronics and consumer durables sector are also facing stiff 
challenges due to a sudden drop in demand. The prospective consumers prefer to defer their buying 
decisions because the disposable income in the hands of individuals has been reduced substantially 
and the prospect of growth looks gloomy for the sector. In this sector also, dependence on China for 
products and components will negatively impact the sector because the shutdown in China makes 
these sectors vulnerable. The sectors are not getting the products and components which results in an 
increase in price.

Pandemic-related restrictions compelled the logistic providers across the globe to withhold their 
services which act as a deterrent to the uninterrupted supply of products.  Shipment delay will result in 
logistic cost enhancement. Subdued demand and labour shortfall led to underutilised capacity in the 
plants. To survive, many businesses in the sector weighed carefully the idea of diversification to new 
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