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Abstract: Among various indicators of economic growth, sound and sustained fiscal policy occupies a prime importance in 
maintaining economic growth a sustainable one. Occurrence of economic crises like present pandemic makes it incredibly 
destabilizing. Therefore, maintaining fiscal sustainability is a challenging task for any government. By maintaining fiscal 
sustainability and by affecting economic outcomes, the government can use fiscal policy instruments which have a direct bearing for 
sustaining fiscal health during the situation of crises. Likely, during the situation of deficit budget, the total expenditures of the 
government exceed its total revenues which act as a pump priming for boosting economic activity and vice-versa during surplus 
budget when all economic activities are slowed down. The outbreak of Covid-19 has affected almost all economies of the world. But 
the damage caused by it did not happen from the trajectory of the disease, but from the changing role of fiscal policy. The Indian 
government during the earlier phase of pandemic wave followed constricted lockdown to prevent the disease from its spreading. But it 
slowed down the Indian economy which later on compelled Indian government to infuse a stimulus of fiscal support so as to check 
fiscal deficit from taking alarming shape. The result was that fiscal deficit jumped from 3.5% to 9.5% of GDP owing to reduction in 
revenue flows. Economic growth and tax revenues remain uncertain in 2020-21 making it challenging for the government to reduce 
fiscal deficit. To cope up the wide spread economic disruptions, careful designated fiscal policy could help to ease the pain as well as 
nourish the economy to its full potential. The Indian policy makers through fiscal policy stimulus should not only check supply 
constraints but push up demand side as well. In this respect various policy measures have been adopted by RBI from time to time 
immediately after India entered into lockdown phase of Covid-19. It has been observed that pandemic shock affected badly to those 
households who were financial weak and small enterprises and for that reason government of India has started a comprehensive 
package in the form of ‘Atmanirbhar Bharat Abhiyaan’ for their overall upliftment of economic backwardness. An attempt is made in 
the present study to evaluate the fiscal role taken by the government to address economic crisis due to Covid-19 pandemic and 
suggested measures for fiscal sustainability in India. 
 
Keywords: Covid-19, Economic Crisis, Fiscal Sustainability, Fiscal Policy, Lockdown, Pandemic. 
 
Introduction 

Globally, an atmosphere of uncertainty has prevailed due to Covid-19 pandemic which is more dangerous than a war in many 
respects. It is for this reason that many economists and policy analysts have termed it World War III. The ongoing pandemic shock has 
ruined the structure of Indian economy to a large extent because the nation’s economy already witnessed a slow economic growth 
during pre-Covid period (Chakraborthy, 2020). Presently Indian economic system is dealing with foremost challenges. First is the 
health emergency whereby all efforts are put to save the human lives of the country from the Covid-19 pandemic. Second is the 
economic emergency where the central and state governments attempt to store the economic system from the unfolding monetary 
uncertainty because of the twin consequences of the Corona virus pandemic and the worldwide and countrywide lockdown (AIC 
Report, 2020). 

 
In response to the pandemic, various preventive steps from time to time have been initiated by the different state governments 

of India both at micro as well as at macro level to mitigate the rising trend of pandemic. Among the measures, initially, international 
travel has been slowed down and then completely banned for some time, identification of travel history of infected persons, 
establishment of quarantine and isolation centers, public awareness through mass and print media and measures pertaining to social 
distancing. After that Indian government went for nationwide lockdown on 24th of March, 2020 which lasted for two months and is 
currently in some form or the other throughout the country.  It is pertinent to mention here that during the lockdown period, rural areas 
started their economic activity earlier than urban areas (Mahendra and Sengupta, 2020). Overall, it has been observed that in order to 
control the spreading effect of covid-19 pandemic, the lockdown measures adopted by the different state governments severely 
affected the economic activates like employment, trade, manufacturing output, service activities etc. As per the official figures of 
Ministry of Finance, Government of India, the fiscal year of 2020-21 is going to witness a fall in GDP (in real terms) to the tune of 
7.7% against the level of 4.2% (2019-20). After that during coming fiscal of 2021-22 and keeping the strong fiscal and monetary 
measures into consideration, there is every possibility of revival in GDP figures. The present pandemic is not a new phenomenon 
because human history has witnessed it earlier in some form or the other. As per the study made by Ferguson et al, current pandemic is 
the most serious challenge since 1918 Spanish influenza pandemic (Ferguson et al, 2020).  Basically, two types of shocks are evident 
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during any economic crisis over the period of time - supply side shocks and demand side shocks. To come out of the crises and 
shocks, mostly two types of macroeconomic policy measures are needed namely Expansionary Monetary Policy and Expansionary 
Fiscal Policy. In the former case, RBI follows cheap money policy like slashing down of CRR, SLR, Bank Rate or money supply 
expansion. While as in latter, government either infuses additional public expenditure or there is reduction in taxes. 
  
Objectives 

1. To study the Impact of Covid -19 on macroeconomic aspects of Indian Economy. 
2. To evaluate the fiscal measures taken by government to address economic crisis due to Covid-19 pandemic and suggested 

measures for fiscal sustainability in India. 
 

Research Methodology and Data Source 
The present study is based on secondary data collected mainly from National Account Statistics, Ministry of Statistics and 

Programme Implementation (MOSPI); Handbook of Statistics on Indian Economy and Monthly Bulletin, Reserve Bank of India; 
Export–Import Database, Centre for Monitoring of Indian Economy (CMIE). Ministry of Commerce, Government of India; and 
annual reports (various issues), Ministry of Micro Small and Medium Enterprises and government websites.  The time period used is 
from April 2019 to January 2021. The study focused on descriptive research design. 

 
Literature Review 

In the present paper, an attempt has been made to review relevant literate pertaining to economic impact of Covid-19 in order 
to assess the methods and techniques for the measurement of economic loss that India faced during the last two years of pandemic. 

 
(Dev and Sengupta, 2020) conducted a study with the purpose to monitor the situation of Indian economy during pre-Covid -

19 in order to assess the impact of pandemic on various sectors of Indian economy. As per the study, the position of Indian economy 
before 2019 was already in a distress condition and the current pandemic shock disrupted the supply and demand chains due to the 
prolonged slowdown. The study observed that Indian economy faced the tough challenge to lessen the health shock in order to save 
the population from the pandemic crisis. Secondly the prolonged lockdown which blocked all economic activities and finally how to 
resume the economic activities in order to revive the crisis ridden economy. The study further suggested strong and changing role of 
fiscal and monetary policies to ameliorate the economic shock and put forward a set of policy recommendations for specific sectors. 

 
(Barbate et al., 2021) in a study takes stock of the short term and long-term impacts of pandemic on the Indian economy. By 

using decision tree approach, the study found present crisis more dangerous than 1930’s depression because economic pessimism 
loomed all over the world. Two periods namely March –April 2020 and 2020-21 have been taken where the economic impact 
assessment have been witnessed. The study projected GDP growth rate from 5% to 0.55% (2020-21). Similarly, unemployment rate is 
going to increase from 8.76% - 20.13%. The short-term inflation is going to rise from 2.99 % to 6 % and base lending rate is likely to 
come down from 8.15% to 6.65% which is a direct signal to financial institutions to infuse more liquidity in the market. The industrial 
output is planned to take a strong beating at least in the year 2020–2021 (from 0% to -3.96%). As for as the long-term impact of 
pandemic is concerned, it depends up the mode of recovery phase that Indian economy is gaining slowly and steadily after Covid- 19 
crisis. 

 
(Chaudhary et al.,2020) made a study by assessing the impact of Covid-19 on most affected sectors of Indian economy such 

as tourism, aviation and retail, MSME, capital market etc. The study observed that factors of production has been made immobile 
during the outbreak of Covid-19 both nationally and internationally which badly affected the revenue generation among all the vibrant 
sectors of Indian economy. The travel and tourism sector which contributed 9.2% of GDP is going to take a major toll on GDP growth 
rate. As for as the Aviation sector is concerned, its revenues will come down by USD 1.56 billion. There is a great fall in Oil 
production during the last 22 years which came down from $22 per barrel in March, 2020 and there is a huge drain of amount 
(Approx. USD 571.4 million) drawn by Foreign Portfolio Investors from India. Although lower oil prices lead to reduction in current 
account deficit but reverse capital flows will expand it. Similarly, pandemic depreciated Indian currency continuously and fall in 
output level and cash crunch in case of MSME’s.  During the lockdown, middle class and BPL population witness harsh condition in 
the form of lack of ration, lack of social security, loss of livelihood and jobs and migrant mass population float by foot for amid the 
severe financial position of Covid-19. As per the study, government of India should follow the development path which should be a 
dynamic one inclusive one. India has the great chance to win global supply chain because of the loss of faith of MNC’s in China and 
make ‘Make in India’ initiative a more reformative one particularly of labour reforms. 
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(Patnaik and Sengupta, 2020) observed that the outbreak of current pandemic resulted supply side and demand side shocks to 
the economy. To overcome the shocks, expansionary monetary and fiscal policies are the policy instruments which can save the 
economy from the rising crisis. As per the study, the Indian government during current pandemic witnessed huge fiscal deficit of 4.6% 
of GDP during 2019-20 which is highest since 2012-13. The driving agents of economic growth and increase in fiscal revenues 
remained uncertain during 020-21. This calls for a heavy fiscal stimulus dose which can uplift the economy. The authors suggest that 
spending on welfare measures should be increased significantly by 5% of GDP or more. 

 
(Siddiqui et al., 2020) conducted a study with objective to investigate the impact of Covid – 19 and the consequences 

implicated by the pandemic on the health system, social, political and economic sectors of India. The study is based on screening and 
surveillance approaches based on the data collected between 30 January 2020 till 12 June, 2020. The study found initial containment 
measures like point of entry screenings and testing protocols insufficient which later on was gradually expanded after the 
commencement of a nation – wide lockdown. The rising trend of infectious cases put the country into the risk economic plunge by 
losing approximately 4% of its GDP mainly due to containment measures and reduction in import of goods and services. The 
challenges faced by the Indian economy are in the form of lack of infrastructure combined with weak public health expenditure viz- a- 
viz low fiscal response. These challenges failed to flatten the curve i.e., reduce the number of new cases which as per the study needs 
emergency preparedness and response plan to integrate into the health system of India.  

 
Impact of Covid -19 on Macroeconomic aspects of Indian Economy 
Gross Domestic Product Growth Rate 

As we are aware, the disease of Corona virus started in China in late 2019. However, in early 2021, it spread its roots 
globally within a short span of time (F.Wu et al, 2020). The outbreak of pandemic hit hard the Indian economy because prior to that 
the growth of Indian economy continued to reel under precarious state of environment. The pace of Indian economy slowed down 
owing to nationwide lockdown, weak global spread effects associated with weak channels of demand and supply. The pandemic 
severity which affected Indian economy negatively is judged by the human loss, prolonged lockdown and the manner in which the 
situation unfolds once the lockdown is lifted. 

 
                   The recovery signs of covid-19 are slow owing to its huge economic damage over the past year or so. As per the United 
Nations economic and social survey, the pandemic is going to affect severely all sectors of global economy particularly of GDP 
growth of India which is going to decline to 4.8%. As reported by ESCAP (2020), Covid – 19 is going to create havoc by preventing 
most of the social and economic activities particularly the nations who derive maximum income from the activities of tourism, trade or 
having forward financial linkages (ESCAP,2020). The National Statistic Office of India (2020) in its report estimated the growth of 
Gross Value Added and GDP at constant prices (2011-12) at 5% during the 1st advance estimates of 2019-20 against the provisional 
estimates of 6.8% during 2018-19. But in absolute figures, there is a growth of ₹14300 billion in GDP at market price during 2019-20 
over 2018-19 (Economic Survry, 2020). During the middle period of wave of Covid-19, quarter wise no improvement in GDP has 
been witnessed in India. As per the data released by national Statistical Office on Feb 28, 2020, during the 1st quarter, there is a 
decline in growth of GDP from 8% to 7.1%, from 7% to 6.8% (second quarter) and from 6.6% to 5.6% in the third quarter. The 
lockdown period of 21 days as reported by Goldman Sachs resulted a slow and stagnant growth of only 1.6% which is a reduction of 
400 basis points (Sachs, 2020). During the month of May, 2020 when Covid-19 wave slowly ceased to take its upturn globally, 
KPMG reported the estimated GDP growth rate between 5.3% to 5.7%. The reports warns that if the pandemic virus could not be 
stopped from its present speed, then GDP growth rate of India would be in the range of 4% to 4.5% and later on may decline to 3% 
(KPMG, 2020). The effect of one day complete lockdown has proved to decline nations annual GDP growth of 14-19 basis points or 
4% of GDP (Oswal, 2020). The estimation of Former Finance Minister Yashwant Sinha pertaining to lockdown period of 21 days 
reduced Indian GDP growth rate of 1%. He further added that recession made the future of businesses pessimistic with a decline in 
production and squeeze on all economic activities which during the financial yearv2020-21 might reduce the GDP growth rate of 2%. 
 

Different research institutions, working global organization, investment organizations, financial institutions and experts 
forecasted Indian GDP growth rate for year 2020-21 which are listed below in table 1. 

 
Table 1:  India’s GDP Growth Rate Forecast by Some Leading Agencies during the pandemic 

S.No. Agency Date of Report 
Indian GDP Growth Rate 
Forecast for 2020-21 

1 ICRA (Noronha, 2020a) 7 April 2020 2% 
2 Fitch (PTI, 2020a) 10 April 2020 2% 
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3 ADB (Noronha, 2020b) 3 April 2020 4% 
4 S&P (Business Line, 2020) 23 March 2020 5.2% 
5 The UN Economic and Social 

Survey of Asia and Pacific 
(ESCAP) 2020, (PTI,2020c) 

9 April 2020 
4.8% 

6 Goldman Sachs (The Economic 
Times, 2020b) 

8 April 2020 
1.6% 

7 India Ratings (Sinha, 2020) 31 March 2020 3.6% 
8 Moodys (ET Bureau, 2020) 27 March 2020 2.5% 
9 CRISIL (PTI, 2020b) 20 March 2020 5.2% 
10 Economic Research (NCAER) 

(The Economic Times, 2020c) 
21 February 2020 

5.6% 

Source: Compiled by Author 
 

Inflation Rate: The inflation rate in India showed an improvement from 2014-15 to 2018-19. During this period inflation 
moderated from 5.9% to 3.4%. But the Covid-19 generated supply constraints which escalated inflation rate from 4.8% during 2019-
20 to 6.6% during 2020-21. So, for as the food inflation is concerned, it declined from 6.4% (2014-15) to 0.1% (2018-19).  After that 
in 2019-20 it increased its volume beyond tolerance level from 6.7% (2019-20) to 9.5% (2020-21).  Not only this, wholesale price 
index-based inflation declined from 4.3% (2018-19) to 1.7% (2019-20). Figure 1 shows the inflation rate spiral from April, 2019 to 
March, 2020. 

 
Figure 1: Inflation rate in India during the Pandemic Crisis 

 
Source: Compiled by author 
 
Unemployment Rate: Although there is a huge variation in different states in terms of number of unemployed persons. Some states 
like Jammu and Kashmir figures in the top in terms of unemployment rate (21.59%) and states like Meghalaya witness lowest (8.8). 
During lockdown period of Covid-19, all states of Indian union witness an increasing trend in terms of unemployment rate. It was as 
high as 24% (April, 2020). It is because of decrease in labour demand and the associated disruption which all types of labours (hired 
plus casual) witnessed in business units /companies/factories. With the result, Indian economy observed a loss in Gross Value Added 
to the tune of around 10%. Figure 2 presents the monthly unemployment rate as provided by Centre for Monitoring of Indian 



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2022/11.01.28 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2022); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:11, ISSUE:1(2), January: 2022 

Online Copy of Article Publication Available (2022 Issues): www.ijmer.in 
Digital Certificate of Publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 2nd January 2022   

 Publication Date:10th February 2022 
Publisher: Sucharitha Publication, India 

 

 
55 

 

Economy (CMIE) shows a huge fluctuation from January 2020 to January 2021. According to CMIE, the unemployment rate was on 
rise prior to pandemic. Figure 2 shows that unemployment rate steadily increased from 7.2% in January to 8.7% in March, 2020 and 
then quite expectedly jumped to 23.5% in April and 21.73% in May when the entire country was under lockdown and there were 
disruptions in all economic activities. It is further mentioned here that if the number of underemployed and discouraged workers are 
added to the number of total unemployed, the labour market situation would show even discouraging position. 
 
Figure 2: The monthly unemployment rate in India during the Pandemic: January, 2020 – January 2021. 

 
Source: Source: Compiled by author using MOSPI (2020) 
 
Tourism Sector: The tourism industry of India is regarded as best in the world whose importance is known from its cultural 
development and national integration. India being a developing nation has an idiosyncratic tradition, culture and unequaled 
hospitability and is an important destination for many domestic and international tourists (Barclays, 2020). Tourism sector of India 
generates government revenues in addition to provision of employment to billions of jobless youths. Arrival of international tourists 
bestowed the entrepreneurship culture, expertise and generated foreign direct investment in India (Ahmed and Krohn, 1992). The 
tourism industry of India has registered 12.75% job creation to different educated, skilled and unskilled youth by creating ₹875 Lakh 
jobs with a GDP contribution of ₹1940000 Lakhs (WTTC Report, 2018). The recorded inflow of foreign tourists in 2018 has been 
estimated at ₹108 lakhs with 3.2% tourist growth rate which later on in 2019 generated USD 29.9 billion. Keeping the inflow and 
revenue contribution of foreign tourism in view, India has gained its position on world tourist map and is now ranked at 8th position 
(FICCI Report, 2020). But due to Covid-19 lockdown, India in 2020 witnessed a drop of 66% foreign tourists as compared to 2019. It 
has been observed that if the present crisis continues in 2020-21, more than 40 million youths of India will suffer job loss in different 
sectors directly and indirectly which decreases USD 17 billion revenue to the state exchequer (Scroll, 2020). During initial months of 
financial year 2020, Indian economy observed fall in overseas tourists to the tune of 68% and resulted 66% fall in forex earnings. So, 
the need of our is to measure possible losses so that appropriate policies could be designed to revive the sector.  
 
 Migratory Labour: As per the latest report published by International Labour Organization (ILO), due to Covid -19 lockdown, about 
76.2% working population (approximately 400 million people) working in the informal economy in India are going to find their place 
in deep poverty.  Taking the figure at international level, it is estimated that there is a job loss of 195 million (full time jobs) or 6.7% 
of working hours globally (ILO Report, 2020). In India, seasonal migration provided livelihood to millions of jobless from rural to 
urban areas. The areas or sectors where these people are engaged include construction works, domestic work, textiles, brick kiln, 
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transportation, mining and agriculture. During pandemic lockdown, almost 95.5% workers have lost their 1 to 4 weeks of work. 
Although Covid-19 impacted adversely on all types of labours, but the severe jolt born by migrant workers is really well worth to 
focus on here. As per the ILO Reports 2020, in India, during the lockdown period, 83% of labours could not get any job. These 
labours were working for below the minimum wage rate i.e., 96% of them were getting work for Rs. 200 – 400 per day and only 4% 
above Rs. 400 per day.  Another 80 % labours could not feed their family and were left out of ration which impacted adversely on 
their physical and mental health. In the same period, 47% workers suffered severe financial constraints and for that reason they could 
not reach their villages. Almost 15% labours lost their total health and were living a harsh life devoid of all basic requirements and 
were hiding under the shelter of debt (Figure 3). 
 
Figure 3:  Impact of Covid-19 on Migrant Population 

 
Source: Compiled by author  
 
Fiscal policy response during Pandemic in India: There are two types of shocks which an economy faces namely supply-side shock 
and demand side shock. To save the economy from these shocks, two types of policy measures are needed – (I) Expansionary 
Monetary Policy which includes reduction in various policy rates, reserve ratios or money supply expansion and (II) Expansionary 
Fiscal Policy which involves an increase in government expenditure or a reduction in taxes. 
 

Although both policies work judiciously with each other but in India the focus of most of these policies has been to ease the 
supply shocks with the purpose to increase movement and production of goods and services particularly of essential ones. With the 
passage of time after April, 2020, attempts have been made to push up demand whereby the RBI announced cheap monetary policy in 
the form of cut in repo rates, cut in CRR, freeing up liquidity in the banking sector since the imposition of lockdown (Sengupta and 
Felman, 2020). The Ministery of Finance, government of India on May 12, 2020 announced a package “Aatmanirbhar Bharat 
Abhiyaan” (ANBP). The package is meant for the up liftment of low-income households and a support for micro, small and medium 
enterprises which are mostly affected during the lockdown period. The total amount of the package has been announced to be Rs 20 
trillion also is aimed to encourage the business, attract investments and strengthen the ‘Make in India’ initiative. The measures 
undertaken by the Government of India under ANBP are listed below: 

 The government announced a food scheme in the name of Pradhan Mantri Garib Kalyan Anna Yojana to assist and compensate 
financially weak income households to be provided free ration and cooking gas through Public Distribution Scheme of 
government of India; 
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 Immediate release of income support for farmers covered under PM- Kisan Scheme which is going to benefit 86.9 million 
farmers; 

 To compensate daily wagers during harsh pandemic situation, Government hiked wages for MNREGA workers from Rs. 182 
to Rs. 2020 to benefit 50 million households; 

 Announcement of one time ex-gratia amount of Rs. 1000 for senior citizens, widows and disabled and Rs. 500 per month for 
200 million women holding Jan Dhan account. The scheme is going to support financially dependent families; 

 Below Poverty Line families who are covered under Ujwala Scheme be distributed free LPG cylinders for cooking and other 
purposes’ 

 In India it has been estimated that 70 million households get benefited from 6300 Self- Help groups and for that purpose 
government of India has doubled free loans to Self -Help Groups up to Rs. 200,000. 

 The welfare fund lying with state exchequer of different state governments have utilized funds for public welfare purposes 
especially for workers engaged in construction purposes, 

 The health insurance services have been expanded whereby the insurance cover of Rs. 5 million per health care workers have 
been initiated. The scheme is going to benefit 2 million health service workers. 

 In order to meet out emergency expenditures associated with national lockdown; employees of different state governments 
have been given relaxation to withdraw an amount up to 75% out of provident fund. 

 During lockdown, Employee Provident Fund Organization has eased the penalty associated with delayed payments of different 
establishments covered under EPF Act. 

 NSP employees have been allowed to withdraw partial amount to meet out financial emergencies. 
 In order to infuse liquidity on account of pandemic crisis, RBI has slashed down Repo rate by 75 basis points, reduction in 

reserve ration by 100 basis points to 3% and also a reduction of liquidity ratio from 100% to 80%. 
 The disruption caused by Covid-19 crisis affected 20-50% on earnings of Micro, Small and Medium Enterprises (MSME’s). 

Mostly Micro and Small enterprises received a set-back due to liquidity crunch. In this respect, Government provides collateral 
free automatic loans of up to three lack Crore rupees to all businesses including MSME’s. It has been observed that expansion 
of their business needs cheap credit facility and for that purpose MSME’s have been given facility of borrowing extra credit (up 
to 20%) from different financial institutions. 

 A new corpus of Rs. 10,000 will be provided for those businesses that showed positive business growth potentialities. 
 The government provided a liquidity relief of Rs. 2500 crore to businesses and workers in the form of 12% contribution to 

employees out of Employee provident fund for six months (March – August, 2020). 
 Government announced subordinate debt amounting to Rs. 20,000 crores (any type of loan that is paid after all corporate debts 

and loans are repaid in case of defaulter borrowers) for those corporations and enterprises who witnessed financial stress during 
pandemic crisis due to burden of Non-performing Assets. The small and micro enterprises will be provided debt from banks 
which latter on will be infused in the form of equity. 

 The enterprises which have been covered under GST and failed to file return during pandemic will be given extra time for the 
same. Similarly, government reduced penalty charges on account of GST filling. 

 Certain structural changes have been introduced which have liberated the different economic sector from the clutches of 
economic shut down. The agriculture sector has been deregulated, new changes have been added in the definition of MSMEs, 
PSU policy has been changed, coal mining has been commercialized, FDI limit has been increased in defense and space sector, 
land development banks providing long term loans has been reformed and privatization of power sector. 
 
However, although the government announced the package for the revival of shaken economy, the ground realities of its 

implementation show somewhat different figures. After making a careful analysis, the findings showed a gap in terms of utilization of 
resources. The actual government expenditure in the form of fiscal stimulus does not exceed 3% of GDP (Sengupta et al, 2020) and 
for that reason different economic sector crave for government attention to come out of the pandemic crisis (Sen et al, 2020). Hence, 
the focus of the present government should take steps to increase expenditure on welfare-oriented measures by 5% of GDP or more. 

 
The revival phase of Indian economy requires economy reshaping by following tight and safety rules and strategies or to lower 

down the growing demand coming from manufacturing and household sector in order to receive less economic support or to demand 
huge fiscal stimulus consisting of income support, unemployment allowances, sickness benefits, business subsidies etc. The 
implementation of either strategy requires that we should first estimate the fiscal deficit of Indian economy arising mainly on account 
of short fall of revenue receipts. As per the reports of Controller General of Accounts (CGA) (2019-20), India witnessed 4.59% fiscal 
deficit during the financial year 2019-20 which is largest deficit India witnessed since 2012-13. The slow revival speed during 2020-
21 on account of slow revenue generation from direct and indirect taxes as well as from other receipts decreases the speed of fiscal 
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deficit from coming down. Tackling of Covid – 19 crisis compled the government to increase the market borrowing to the tune of 4.2 
lakh Crore. By following it, analysts at Bank of America estimated the Union government’s fiscal deficit to be 5.8% of the GDP in 
2020-21. As per the reports from firms Fitch Solutions Analysts, fiscal deficit may rise to 6.2% of GDP owing to short fall in revenues 
on the one hand and increased government expenditure on the other during the pandemic situation. Another expectation is from Credit 
Rating Agency which reported that fiscal deficit may touch 7.9% of GDP during 2020-21 mostly on account of fall in revenue 
receipts. As per the professional forecasters of RBI’s monetary policy, fiscal deficit (gross) of the central government rests at 3.6% of 
GDP during 2020-21 and the combined centre and state deficit to be 6.5% of GDP. The report of World Bank forecast it to be 9% of 
GDP in 2020-21 whereas global rating agency Standard and Poor has projected the same to be 11% of GDP. Moody’s Investors 
Service has estimated that weaker revenue and disinvestment receipts will drive the central government fiscal deficit to 5.5% of GDP. 
To conclude, it is pertinent to mention here that the various forecasts of central government’s fiscal deficit as percentage of GDP of 
India fall within the range of 3.6% to 7.6%. 

 
Keeping in view the actual and forecasted fiscal deficits in view, it the high time that the government of India should not focus 

on seeing rising graph of debts and deficits, but identifying policy space is of urgent need during the prevailing pandemic. The 
immediate need of the government is to reduce fiscal deficit to the level as recommended by Fiscal Responsibility and Budget 
Management (FRBM) Act, 2003 i.e., 3% or below it. This is the only policy option which saves the economy from pandemic crises 
and revises revenue – GDP graph upwards. The financing patterns of fiscal deficit besides APNB initiative requires the constant 
efforts and monitoring of public expenditure in terms of its gross root implementation.  

 
Conclusion: By way of conclusion, we can say that keeping the persistent gravity of Covid-19 in to consideration, this is the time for 
the government to forget about the magnitude of debts and deficits and instead identifying fiscal space is of paramount importance. It 
has been observed that fiscal policy can play an effective role than monetary policy as for as its compensating and bridging role during 
the pandemic is concerned. With the widespread disruption in economic activity, careful designated fiscal policy could help ease the 
present pain as well as nourish the economy back to its potential. The role of the government in terms of undertaking expenditure on 
social and economic activities is of paramount importance. Besides providing direct cash benefits to those who have been most hit 
hard during the pandemic, an addition fiscal spending is the need of ours. But one thing is important is that India should take the 
current crisis as an opportunity for preparing a road map for fiscal prudence in order to achieve fiscal sustainability. 
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