
 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.12.118 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:12(6), December: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 2nd December   

 Publication Date:31st December 2021 

 

 
93 

 

A STUDY OF COVID-19 HIT ON MSME SERVICE SECTOR AND ITS GROWTH POST RESTRICTION 
 

Ikoto Yeptho 
Ph.D Research Scholar 

Department of Commerce, Mahatma Gandhi University 
Meghalaya, India 

 
ABSTRACT 

The outbreak of Covid-19 is a disruption of Indian economy and has affected Indian service sector. The pandemic has 
marked its imprint on service sector. With government imposition strict lockdown, the severity of economic shocks varies from job 
losses, logistics block and fall in demand of good and service. The study exhaustively focuses upon the challenges faced by the service 
sector that are badly hit by the outbreak and to stay afloat, innovate and adapted creative ways to change their operating models to 
drive growth. 
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INTRODUCTION 

The entire world has witnessed an unprecedented economic shock arising out of covid-19 pandemic outbreak. For the last 
one and half year, India is one of the countries in the world who suffers greatly as the Government of India declared the lockdown in 
late March, 2020 to curb the spread of virus vis-à-vis closure of school, colleges, universities, restrictions on international and national 
travel, closure of market, obstruction of transport and restrictions of social gathering and so on. Covid-19 had marked its imprint on 
MSME sector and had halted most of the economic activities leading to loss of millions of people job and revenue. Thus, majority of 
service enterprises foretell that they have no option but to shut down if current restrictions continue for a longer period. Furthermore, 
fall in demand and non-availability of raw material due to border sealing and slowdown of supply chain disturbed the cash flow of 
MSMEs which caused financial distress and indeed need to look for alternative strategies to sustain in the business by adopting the 
new challenges to regain its prominence in the economic development of the country. However, the pandemic shifts some key service 
sector to online mode to fight against the unprecedented economic disaster. To live with pandemic Standard Operating Procedure 
(SOP) set by the government, MSME of service sector are more willing to focus or expand their business in online mode so as to be 
beneficial, if not profitable. But going digital suddenly for sustainability is not an easy especially for MSMEs of India as there are 
many challenges ahead to adopt digitalization i.e lack of expertise, lack of resources, lack of affordability and lack of security etc. 
Towards appeasing the covid-19 pandemic associated impact, the Government of India has relentlessly worked and initiated 
Aatmanirbhar Bharat Abhiyan for MSMEs. 

 
The study objective was emphasizing on the worst hit industry of service sector; tourism and hospitality industry, food 

industry, transportation industry, retail and educational institute. It also added the Government of India interventions in times of 
pandemic.  

 
Objectives of the study 

1. To study the hard-hit industry during pandemic on tourism and hospitality, food, transportation, retail and educational institute. 
2. To study government initiatives in times of covid-19 

 
Research Methodology 

The study is undertaken during covid-19 restriction as well as post-restriction and secondary data were taken from journal, 
government report, newspaper report, newspaper articles and publications relating to the badly affected service sector. 

 
Tourism and hospitability Industry 

Tourism is the largest service sector with key revenue contributor in Indian economy.  [1] According to the World Travel and 
Tourism council, India is the world 7th largest tourism economy in terms of GDP.  Tourism sector has value chain supporting system 
i.e transportation, accommodation, food and beverages etc. Each segment of the value chain is directly impacted by the footfalls in 
that particular segment. With the World Health Organization (WHO) declared covid-19 outbreak a global pandemic which had 
impacted globally on social, political and economic sectors. In the year 2020, number of covid-19 infected cases rises globally, every 
nation imposed a strict enforcement of lockdown and measures on their citizens like community lockdown, social distancing, travel 
bans, mandatory quarantine, closure of business operation and physical offices etc. leads to catastrophe in tourism and allied services.  
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Unlike other service sector, tourism sector poised a technology adoption challenge. [2] As per the World Travel and Tourism 
council annual research 2021, travel and tourism sector suffered a loss of approximately US$ 4.5 trillion and 62 million jobs in 2020 
globally. [3] The Confederation of Indian Industry (CII) and hospitality consulting firm Hotelivate report submitted to the Ministry of 
tourism, state that Indian travel and tourism industry may suffer a loss of Rs 5 lakh crore, or $65.6 billion in 2020. [4] An estimated of 
21.5 million people working in Indian Tourism sector lost their jobs between April 2020- December 2020.  
 

In post covid-19 restriction in India, tourism industry is struggling hard to strategize for its recovery to avoid the verge of 
collapse. The travel and tourism sector are at halt due to its fragility to the whims of the variant virus. Tourism sector cannot hold its 
ground without the mobility of tourist. Domestic travellers have permitted so as to domestic tourist benefits economy, people preferred 
to travel locally within their own country during pandemic and restarted job creation and business operation. However, the real 
economic growth trends only when international tourism resume so on. Considering the evolving nature of the pandemic, estimation 
on the impact of covid-19 on Indian tourism and allied services is at hindrance. Tourism is at crossroads and the measures put in place 
today will shape the tourism of tomorrow. On June 2021, the government of India introduced a scheme to boost the tourism sector by 
offering free tourist visa to 5 lakh tourists till 31 March 2022.This crisis is an opportunity to introspect tourism for the future 
sustainable and more resilient tourism economy.  

 
Food Industry 
             [5] In India, food industry plays a pivotal role in economic growth due to the variety of food products that the country harvests 
and further process for consumption. India is a major contributor in the global food value chain and one of the largest producers of 
milk, pulses, rice, wheat, vegetable, fruit, spice and livestock across the globe. [6] India food sector attracted US$ 4.18 billion in 
foreign direct investment between April 2014 and March 2020 and [7] engages approximately 1.93 million people in around 39,748 
registered units with fixed capital of $ 32.75 billion and aggregate output of around $ 158.69 billion. 
 
             As covid-19 nationwide lockdown announced, consumer started panic buying of essentials items such as rice, wheat, dal, salt 
and spices. The demand for stable food increased higher and the demand for non-stable food decreased frantically for the reason of 
consumer decline necessity. On limited available of essential commodities, price has become sky rocketing. The logistics disruption 
because of pandemic has hampered the supply of food products from processor to consumers. The migration of labourer has become a 
major issue at different stages in value chain. [8] The National Restaurant Association of India (NRAI) report state that decline in food 
industry has led to the permanent closure of over 25 per cent in food business operations, which resulted in job losses of nearly 2.4 
million in India. [9] The Federation of Hotel and Restaurant Association of India mention that the Indian Hotel industry has taken a hit 
of over Rs 1.3 trillion in revenue for the fiscal year 2020-2021 in food sector. 
 
          Despite the hardship faced by food industry like other industry, there is little productivity in post covi-19 restriction to stay 
afloat with shift to online sale. As a result of batting on reduced cases, better consumer sentiment, higher pace of vaccination and with 
consumers switching to digital platforms order, share of delivery and takeaways for food players lead to a [10] revenue growth of 33 
percent. 
 
Transportation Industry 
          Transport industry is a supply chain value where March 2020, was the toughest starter for Indian transport sector because of 
covid-19 closure and uncertainty. Indian covid-19 cases rise daily so do the transport service been hit badly with fall of demand and 
halt of movement. As a result, transportation revenue dropped drastically, hence leading to tremendous job losses and workers’ pay-
cuts. With shop being shutter down except in the case dealing with essential commodities, hampered the transport sector demand, 
therefore, [11] face a loss of about Rs 315 crores per day. The daily movement of trucks has collapsed to less than 10 per cent of 
normal levels, as stated by the All-India Motor Transport Congress. 90 per cent of businesses have been hit hard on pandemic effect 
though vast MSMEs sector is relying on transport sector for operational. Transport logistics is known to be the lifeline of the country 
as it helps to link various markets, suppliers and customers across the nation. However, logistics operational employees have also been 
faced hard times with their residential landlords to vacate their house in fear of infecting Covid-19. [12] According to the Indian 
Chamber of Commerce (ICC), the transport sector suffers a cumulative loss of Rs 50,000 crores with aviation sector hit the hardest, 
followed by roadways. 
 
         During this pandemic, halt of transport industry played a huge rehabilitation in our environment, however, the transport industry 
has to be resumed for recovery of economy, since it cannot be depreciated as it efficiently supported other sector that were immensely 
impacted by covid-19 restriction. As a response to the pandemic relaxation set by the government, transport operator had followed all 
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standard precautions to sustain people mobility and to avoid the risk of bankruptcy. Economic fallout should be converted to an 
opportunity for the transport sector to reassess and device an appropriate revival strategy.  
 
Retail and E-Commerce industry 
          The retail sector is an economic heavyweight. The retail sectors bring together not just consumer, distributors and manufactures 
but also a host of transportation, logistics and cold chain. Whereas E-commerce is a business that provide variety of products and 
service available for purchasing option for consumers. Nowadays, E-commerce is booming and is trying to replace the traditional form 
of buying and selling in the retail market. The corona virus related disruptions have dealt a major blow to most of the segment of retail 
sector and e-commerce player. The nationwide lockdown not only forced majority of Indian retailers dealing with non-essentials items 
to shut their shops but also affect the sales of e-commerce. In covid-19 restrictions, the consumers have postponed their purchase on 
non-essential items as they are grappling with the fear of job losses and pay cuts because businesses were hit hard. As a result, apparel, 
footwear and lifestyle, consumer durables and electronic etc retailers have been hit hard. Food and grocery segment has relatively 
performed better as consumers have been focusing on meeting essential needs. 
 
          In post restrictions, online shopping is becoming more common. Retailer tried to induce customers to use electronic commerce 
(EC) by placing orders online for in-store pick-up with the aim was to disperse in-store customer visits, but the capacity of pre-order 
systems was too small to achieve the anticipated outcome. However, E-commerce has grown faster than before the pandemic. During 
pandemic, e-commerce delivery jobs at a faster rate. The retail sector is anticipated to adopt different ways to sustain and flourish. The 
e-commerce retail domain is bound to grow with the number of online shoppers increasing by the day. This will empower the retail 
market and give it a fresh new start, leading to better results and increased efficacy and profitability. 
 
Educational Institute Industry 
          The spread of covid-19 has jeopardized the education sector in India. Offline mode of education was put on restriction to 
prevent the spread of virus. Since then, covid-19 is a very challenging to Indian education as many people live in areas without 
internet as well as the institute run are poorly equipped. Yet educational group have made concerted attempt to continue learning 
throughout the pandemic restriction in all possible manner with online mode, in spite of that learning could not be made accessible to 
all learner. Student had to rely more on their own resources to continue learning remotely through the internet, television or radio. 
Many educational institutes have quickly moved towards online mode of learning for the remainder of the school year. At the same 
time, many teachers did not pay a salary or partially paid or losses job and also shut down of education institute was mostly impacted 
on private set up. E-learning and E-library became a common phenomenon of learning at present. The pandemic has had a severe 
consequence in education sector and that it is still not enough for their survival and growth. 
 
Government of India initiatives in covid-19 times 
          The covid-19 pandemic has greatly disrupted the Indian economy to become a USD 5 trillion economy by 2024-25 and USD 10 
trillion by 2030. To boost economy, the Government of India has taken several initiatives as follows 

1. The Central Government has announced a [13] package of Rs 20 lakh crore under Aatmanirbhar Bharat Abhiyan (ABA) in 
May 2020 on MSMEs. ABA has been made available of Rs 3 lakh crore collateral-free automatic loan for MSME; Rs 20,000 
crore to subordinate Debt for stressed MSMEs, but to implement this scheme, the government will extent support of Rs 4,000 
crore to Credit Guarantee Funds Trust for Micro and Small Enterprises (CGTMSE), Rs 50,000 crore equity infusion for 
MSMEs through fund of funds, global tenders to be disallowed upto Rs 200 crores. 
 

Now, under the ABA, the government revised the MSME classification by inserting composite criteria of both investment 
and annual turnover. Also, the distinction between the manufacturing and the service sectors under the MSME definition has been 
removed. In the revised MSME classification, the investment and annual turnover, both are to be considered for deciding an MSME. 

 
    Revised MSME Classification 

Classification Criteria Micro Small Medium 
Investment and 
Annual Turnover 

Manufacturing and 
Services 

Investment < Rs 1 
Crore and Turnover 
< Rs 5 Crore 

Investment < Rs 10 
Crore and Turnover 
< Rs 50 Crore 

Investment < Rs 
20Crore and 
Turnover < Rs 100 
Crore 

    Source: https://msme.gov.in 
2. In September 2021, the Government of India has launched National Integrated Database of Hospitality industry, which will 

have more inclusivity, by not only including accommodation units, but also travel agents, tour operators and others.  
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3. With effect from November 15, 2021, Government permitted fully vaccinated foreign tourists to visit India inorder to revive the 
Indian travel and hospitality sector. 

4. Production Linked Incentive (PLI) scheme for the food processing industry has been approved with a sum of Rs 10,900 crore by 
the Central Government to rein in farm wastage, ramp up farmer incomes, boost employment and establish India’s own brands of 
food products in international markets. 

5. The Minister of MSME announced inclusion of retail and wholesale trades as MSMEs. Retail and wholesale trade will now get 
the benefit of priority sector lending under the RBI guidelines. 

6. Central Government has allowed 100 per cent Foreign Direct Investment in online retail of goods and services through automatic 
route, thereby providing clarity on the existing businesses of E-Commerce companies operating in India. 

7. Under the union Budget 2021-22, government of India had placed major emphasis on strengthening the country’s digital 
infrastructure for education by setting up the National Digital Educational Architecture (NDEAR). 

 
Conclusion 

Covid-19 has put numerous obstacles at service sector; tourism industry, food industry, transport industry, education sector, 
retail and e-commerce. Pandemic restrictions have made offline business hit the hardest. The tremor of the loss of job and revenue is 
felt more in service sector. The government had taken initiatives for MSME service sector and online mode play a role of afloat during 
the time of Covid-19.  
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