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The impact of the pandemic on the Indian economy
India has experienced substantial social, economic, and environmental challenges with the COVID-19
pandemic. In addition to mortality and morbidity, the pandemic has wreaked havoc on the Indian
economy. Both demand and supplies have been impacted, external supply and demand restrictions, as a
result of the global recession and disruption of global supply chains took place. According to the United
Nations Conference on Trade and Development (UNCTAD, 2021), the COVID-19 pandemic is expected to
cost India roughly USD 348 million in international trade. Additionally, there have been domestic supply
interruptions and a drop in domestic market demand. In 2020-21 the GDP of the country contracted by
7.3% (Choudhary, 2021). Growth rates in economic sectors like manufacturing, services, etc., declined in
the same financial year. As a result, the GDP growth projections were revised to a lesser rate for the
current financial year 2021-22.
Contraction and shutdown of businesses led to a fall in employment across sectors. As a result, the
economy's unemployment rate increased from 7.45% in 2019-20 to 8.75% in 2020-21 (CMIE, 2021).
Along with falling employment and loss of profits for small businesses, wages were also affected. The
rate of growth of wage rate in the agricultural sector declined to a rate lesser than the rate of inflation.
Other sectors were also affected. While these impacted both the formal and informal economy, the
intensity of impact was higher on the informal economy, representing a significant proportion of the
Indian economy. In India, almost 400 million informal workers are at risk of falling into severe poverty
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(CBGA 2020). In terms of loss of income, employment, and fulfillment of basic necessities of life, a larger
impact on marginalized and socially disadvantaged groups (Kesar et al., 2021) has also been identified.

Greening the economic recovery
In response to the widespread economic impact of the pandemic, the Government of India announced
approximately a Rs 20.97 Lakh Crore (US$266 billion) recovery package. This is one of the most
significant stimulus packages globally, approximating 10% of the country's GDP. The package included
measures for food system (e.g., public distribution system-related measures), income support through
direct benefit transfer, healthcare, social security, tax relief, economic stimulus for key sectors (e.g.,
micro, small and medium enterprises (MSME), real estate, transport, power sector, banking and finance,
corporates, etc.), urbanization and others. In an ongoing study being carried out by the Development
Alternatives supported by Green Economy Coalition, the sectoral shares of this COVID recovery package
allocation were calculated. It is found that in the recovery package:





agricultural and allied sectors have approximately 24% share,
MSMEs have 22%,
the social sector has 20%,
the power sector has 4%, and the mining sector has a 2% share approximately.

Five pillars of the 'AatmaNirbhar Bharat Abhiyaan', the national self-reliance policy adopted by the
Government of India, were economy, infrastructure, system, vibrant demography, and demand
(Ministry of Finance, 2020). In addition, several critical reforms and regulatory policies were also made
in this package.
The COVID recovery package aims to boost the economy immediately through income generation,
increase consumer demand, and secure community health. But the Indian economy also remains
dependenton natural capital. A recent study (WEF, 2020) has shown that around a third of the GDP of
India is generated by sectors that are highly dependent on natural capital. Those include, agricultural
and allied sectors, food processing industries, construction, energy, water supply, service industries like
tourism and hospitality, etc. Moreover, apart from GDP contribution, natural capital also plays a
significant role in generating rural livelihood in the country. For example, the contribution of forest
ecosystems in the GDP is very low (7%), while it generates while almost 57% (WEF, 2020) of the
livelihoods of the rural communities in India. Hence, the stock and flow of natural capital have a
substantial implication on both economic growth and development.
The planned creation of infrastructures, which was another objective of the recovery package, involves
large capital investments and has implications on natural capital. Hence, the impacts of the package on
natural capital (positive or negative) are critical factors in determining whether the economic recovery
will be holistic and inclusive or not, thus building social and economic resilience against future shocks. It
is also important to note that a number of Sustainable Development Goals (SDGs) also pertain to
greening or natural capital. For example, out of 17 SDGs defined by the United Nations (UNDP, 2015), 9
SDGs are directly associated with strengthening natural capital that enables greening. Those are SDG 2
Page 2 of 6

(no hunger), SDG 3 (Good Health and well-being), SDG 6 (Clean Water and Sanitation), SDG 7 (Affordable
and clean energy), SDG 11 (Sustainable cities and communities), SDG 12 (Responsible consumption and
production), SDG 13 (Climate Action), SDG 14 (Life below water) and SDG 15 (Life on land).
Hence, to enable the country to cope with the immediate impacts of the pandemic while meeting the
long-term economic and developmental goals, a greener economic recovery is fundamental. However,
experts (Kedia, Pandey, and Sinha, 2020); (Vivid Economics and CPI, 2021) have questioned the
importance given to natural capital, climate change adaptation, and biodiversity-related measures,
along with the lack of interventions to strengthen institutions and capacity to innovate to create
enabling ecosystems for green recovery. In the study (mentioned earlier) being carried out by
Development Alternatives, it has been estimated that the COVID recovery package of the government
has approximately 15% allocation in different schemes that have a potentially positive impact on natural
capital. Additionally, almost 57% of the allocations were found to have a potential impact (positive or
negative) on natural capital, but the net impact on natural capital was found to be ambiguous. Along
with that, around 8% of the allocations clearly indicated a detrimental impact on natural capital.
Given the multifaceted impacts of the COVID-19 pandemic, all countries need to develop robust longterm policy visions that ensure sustainability across the whole system. The government could identify
economic and societal dependencies upon natural capital and foster a discussion on natural capital
values and better valuation. At both the (sub)national and business levels, the insights gained from such
natural capital-based accounts can be utilized to detect and manage risks to achieve SDGs and other
policy targets. It is necessary to develop and implement a paradigm that uses the notion of quantified
and qualified “ecosystem services” to connect natural ecosystems and socio-economic systems. It is also
important to provide instructions on incorporating these services into decision-making (Capitals
Coalition, 2021). Procedures for including natural capital into socio-economic decisions should be
encouraged and coordinated support for research and innovation. To achieve a transformative change,
it is vital to make the value of natural capital, including biodiversity, evident in every business, financial,
and political decision-making, including as regards this massive investment of public money in long term
recovery
This calls for the development of a comprehensive roadmap for green recovery, prioritizing short-term
goals to cope with the crisis and a long-term economic, social, and environmental sustainability vision to
build national resilience. This requires broader domestic partnerships and ongoing dialogue between
central, state, and local governments and stakeholders across many sectors to mobilize public support
for a green, resilient, and inclusive economic recovery. Before initiating dialogues and efforts to cocreate such a roadmap, we first need to understand the economic recovery package of India and the
prospective avenues for making this more towards biodiversity and Natural and Social capital positive.
This entails understanding its composition and potential impact, analyzing the sectoral policy mapping,
identifying budgetary provisions, and analyzing its positive and negative effects on natural capital.
Before developing the road map, we need to also compare and analyze other such recovery packages
worldwide, including the EU green deal.
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About the event
Development Alternative and the Green Economy Coalition, along with EU Delegation to India, propose
to convene a webinar event to engage key science and policy experts from the Government of India,
bilateral and multilateral organizations, EUD experts, academia, and civil society. We aim to discuss and
share insights on the future road map of the recovery package and focus on recovery package policy
gaps that compromise economic, social, and environmental sustainability to value and conserve
India’s stock of natural capital and biodiversity. In addition, the webinar will highlight good experiences
and practices around the world to offer implementable solutions, policy strategies, and effective
communication approaches for policymakers.

Key challenges identified and proposed solutions:
Challenge
The majority of the monetary policy interventions
in the recovery package does not take natural
capital into consideration, and so green
businesses or practices are not incentivized
through financial instruments
There are gaps in fiscal instruments (e.g., taxes
and subsidies) for the adoption of green practices
and production of green goods and services by
MSMEs

Solutions
Development of financial instruments to
incentivize green businesses and practices and
disincentivize activities with negative influence
on natural capital

Across all the sectors there is a gap in
green R&D subsidies/ grants, green skill
development, investment in nature-based
solutions, and green infrastructure

The long term strategy of the government for a
green economic recovery need to incorporate
interventions for green research and innovation,
capacity building for the adoption of green
practices along with investment and
infrastructural support for greening
The green recovery plan needs to be
strengthened further to prioritize policy
interventions towards greening and making a
consistent allocation of the budget over the years

For certain schemes with potentially positive
natural capital impact, there is a lack of
consistent allocation of budget for revenue and
capital expenditures

MSMEs need to be supported with subsidies or
tax reductions for using green inputs, producing
green products and services. Furthermore,
stringent environmental regulations andthe
removal of subsidies for polluters are required to
limit pollution.Also, creating an enabling
ecosystem for better waste management and
adopting sustainable and green practices to limit
the detrimental impact on the ecosystem and
biodiversity is required. Hence one of the keys
focuses should be to make the adoption of green
practices economically viable.
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Key questions for the panel discussion
 How green is the post-COVID government policy of India?
o Short term and long term greening targets of the government
o Key sectors prioritized by the government for greening
o Major achievements towards green recovery in India
o Room for improvements
 What are the challenges (fiscal and monetary policy, technological, human capital, governance
and coordination, M&E) and gaps to drive a green economic recovery in India?
 Ten good practices around the globe for green recovery that India can adopt, especially from the
EU Green deal, to offer implementable solutions, policy strategies, and effective communication
approaches for policymakers or conversely, what can the Indian experience on a recovery plan
share with the rest of the world? Which of the major achievements discussed previously could
be part of a global green recovery?
 What are the low hanging fruits and need to be considered for further policy interventions for
green recovery of Indian economy/ what are the “policy priorities,” which could include in the
discussion:
Needs and gaps as identified by the audience
-

Key sectors/topics whose transformation will have a strong impact on sustainability as a
whole

-

“Easy to implement” measures (low hanging fruits) that would provide results with minimal
financial/human/capacity needs

 How to integrate Nature-Based Solutions and circular economies in the MSME sectors for
making the economic recovery more green and inclusive?
 How could the EU and India help each other in this context?
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