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THE PANDEMIC ECONOMICS 
 

S.S. Sanjay Krishnan & K.P. Manish*  
  

ABSTRACT 
 

The Global Pandemic of 2020 has an impact on each and every individual in the world. It also continues to affect 
everyone not only in a personal manner but nation as a whole. The effect of such a pandemic has caused the world to run in a 
different space and in different pace possible. This article is a humble work of the author on how the pandemic continues to 
have its effects in the Indian economy and in the everyday legal system of the country. This article tries to put forward the 
authors view on how to make way for the same to become more effective and efficient without making chaos in the amongst 
the people. 
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I. INTRODUCTION 
 

The outbreak of the Coronavirus (COVID-19) has created a global health crisis and has 
had a major impact on the way we perceive the world and our lifestyle. The Government of 
India announced a nationwide lockdown with effect from 25th March 20201, which further 
disrupted business activities across all sectors of the economy in the country.This pandemic has 
not only affected the lives of people but also continues to harm the nation’s financial stability, 

                                                             
* IVTH B.COM; LLB (Hons.) & IVTH BBA; LLB (Hons.) SASTRA UNIVERSITY 
1https://www.businesstoday.in/current/economy-politics/coronavirus-in-india-21-day-lockdown-begins-

key-highlights-of-pm-modi-speech/story/399154.html 

https://www.businesstoday.in/current/economy-politics/coronavirus-in-india-21-day-lockdown-begins-key-highlights-of-pm-modi-speech/story/399154.html
https://www.businesstoday.in/current/economy-politics/coronavirus-in-india-21-day-lockdown-begins-key-highlights-of-pm-modi-speech/story/399154.html
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which eventually led to change in the everyday legal hearing system of our country from face to 
face hearing to virtual hearing, which is yet to change. 

This outbreak has been declared as an epidemic and pandemic in many states and union 
territories, where the provisions of the Epidemic Diseases Act, 18972 have been invoked, 
because of which educational institutions and many commercial establishments have shut down 
and started running virtually like courts. The Epidemic Diseases Act, 1897 was designed to put 
government machinery into action, once there is a considerable threat of dangerous epidemic 
disease, and not as a code for establishing general public health systems. Such is the condition of 
the Indian economy and various legislations in the country which are briefly explained as 
follows. 

II. JURIDICAL EFFECTS 
 

The effect of COVID-19 on contractual obligations between parties to the contract will 
be delayed or cancelled. Citing this as a reason, the parties would excuse from extricating 
themselves from an unfavourable deal and some would renegotiate the conditions. Furthermore, 
with this outbreak, the parties to the contract would take the stance of “Force Majeure” in their 
contract which further puts on hold the performance of contractual obligations. 

The Central Government has been taking various measures in furtherance of the 
COVID-19 pandemic, in January, an application of the provisions of the Disaster Management 
Act, 2005 was put forth to enhance the preparedness and quarantining of patients affected by 
COVID- 19 at hospitals and aided the states by letting them use the funds from State Disaster 
Response Fund for this situation.  Furthermore, few states like Uttar Pradesh, Madhya Pradesh3, 
Gujarat, and Rajasthan have passed an ordinance for the exemption of Labour laws. This 
ordinance on one hand provides cover for the employers and on the other hand, it can also be 
used as a tool to cut down the wages. Nevertheless, labour laws relating to the timely payment of 
wages, bonded labour, deployment of women, and children are unchanged. Some of the 
important changes made through amendments are, Industrial units will be exempted from the 
majority of the provisions of the Industrial Disputes Act, 1947, and also overtime shall be 
allowed subject to the will of employees. This ordinance gives a complete license for the 
employers to exploit the employees with over-time work, improper pays, etc in the name of 
improving the industries. The cover that employers get by sacrificing the employee’s livelihood 
and affecting the economy shall not be considered as s reasonable decision. It would be a great 

                                                             
2http://legislative.gov.in/sites/default/files/A1897-03.pdf 
3https://prsindia.org/files/bills_acts/bills_states/madhya-

pradesh/2020/The%20Madhya%20Pradesh%20Labour%20Laws%20(Amendment)%20Ordinance,%202020.PDF 

http://legislative.gov.in/sites/default/files/A1897-03.pdf
https://prsindia.org/files/bills_acts/bills_states/madhya-pradesh/2020/The%20Madhya%20Pradesh%20Labour%20Laws%20(Amendment)%20Ordinance,%202020.PDF
https://prsindia.org/files/bills_acts/bills_states/madhya-pradesh/2020/The%20Madhya%20Pradesh%20Labour%20Laws%20(Amendment)%20Ordinance,%202020.PDF
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initiative if the ordinance gets amended in a way that provides cover not only to the employer 
but also to the employees by way of providing some remuneration for their survival and the 
income that is accrued shall be accounted and shall be given to the employers with some bonus 
when the industry becomes financially stable. This would provide the employers and the 
employees a win-win situation by reducing unemployment and ensuring an increase in the 
financial stability of the industry. 

The Union Cabinet has suspended the initiation of fresh insolvency proceedings for one 
year as a shield to companies who have suffered from the outbreak. The intention was to 
provide an economic relief package to the companies. The Finance Minister had recently 
announced the measures taken to provide relief to companies such as; the provisions of the 
Insolvency and Bankruptcy Code, 2016 (IBC) for filing an application for insolvency 
proceedings (Section 7, 9, and 10) being suspended for a year, the definition of “default” shall be 
amended to exclude the debts relating to COVID-19 and previously, on 24th March 2020, the 
threshold of default for triggering insolvency proceedings has been increased from INR 1 Lakh 
to INR 1 Crore.  

The suspension of proceedings does have an impact and effect on other aspects, even 
though no new CIRP proceedings can be initiated under Section 7, 9, and 10 of the code, there 
isn’t any suspension of the insolvency process against personal guarantors to a company, thus if 
the directors or promoters of a company have provided personal guarantees to its lenders, they 
may still be taken to the insolvency court under Part III of the code. Any company that had 
defaulted before the pandemic outbreak will also be prevented by this umbrella.  

One more interesting fact is that if any lender holds a mortgage of immovable property 
of any debtor, he can initiate a sale process of such properties with minimal court intervention 
and also take over the management of the debtor under the Securitisation and Reconstruction of 
Financial Assets and Enforcement Securities Interest Act, 2002 as there is no indication of the 
government on suspending the operation of the SARFAESI Act and other civil suits. This gives 
the creditor an alternative way to recover the money from the Corporate Debtor by not initiating 
Corporate Insolvency under the IBC.  

Whereas the concept of suspending the code is to stop companies from getting bankrupt 
and going through the insolvency process because of this outbreak and not to stop recovery. 
During this pandemic period, it will also be tough on the part of companies to repay their 
creditor. Therefore recovering money by way of civil suits and other Debt Recovery mechanisms 
will still lead to the bankruptcy of the company. The courts, while taking these issues into 
consideration, must give an order by hearing in a two-fold manner, taking into account the 
financial stability of the company. First, if the company is in a profitable state, the court shall 
order to repay the debt. Secondly, if the situation is adverse it can ask the creditor to prove that 
his/her livelihood or its going concern is based on the money that is to be recovered. If so, the 
court can grant an interim order to recover an ample amount from the debt to utilize the same 
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for his/her/its livelihood and further, grant the company time to get over the financial 
irregularity caused by the outbreak, to repay the same. 

Keeping in mind the global outbreak of this virus and the growing number of cases in 
India, our judicial system has taken a few remarkable steps to control the spread of this virus 
within India. Several Courts and Tribunals in India have partially shut down and only urgent 
hearings are being carried out to avoid and stop the spread. Many courts have also issued 
direction for closing down filing counters and advocates’ chambers. Lately, the Supreme Court 
in Suo Moto Writ Petition (Civil) No. 3/20204, has also decided to promote visual court 
proceedings, e-filing to prevent lawyers from coming to courts and also extended the period of 
limitation for filing appeals, petitions, suits and all other proceedings in Courts and Tribunals as 
measures to decrease the piling up of cases. Hence, the Indian judiciary system is effectively 
using technological advancement. 

III. EFFECT ON BREAD AND BUTTER 
 

The aforementioned lockdown that was declared to reduce the infection of COVID-19 
not only had a positive impact on reducing the infection rate but had a negative impact as well by 
reducing the Gross Domestic Product of the country. The economy arising out of Business 
Transactions in the country was driven down to null during the first two lockdowns. The 
Reserve Bank of India (RBI) expects the Inflation Index to fall by 4% in the upcoming half of 
the fiscal year.5 The International Monetary Fund (IMF) states this as the steepest slowdown of 
the global economy since the Great Depression in the 1930s and has put the country in 
recession. Further, the measures of the Central and State Governments to start the Business in 
the country with 50% of employees are taken to improve the economy by meeting the demands 
of the consumer as they purchase urgently to meet short time demands. The Inflation economy 
of the country is that the demand of the consumer keeps increasing with an increase in the price 
of the commodities and fall in the purchasing value of money. 

China being the world’s largest importer and exporter in terms of trade will now have a 
significant decrease in imports as well as exports due to the outbreak of the Coronavirus in the 
country. The world-famous producer of smartphones Apple Inc. seems to change its production 
house from China. Further, India depends on China’s imports and exports as it has a significant 
percentage of its trade volume. As mentioned earlier, the Industries in the country have opened 
to increase the production rate and improve the Gross Domestic Product (GDP) of the country. 

                                                             
4https://ibbi.gov.in//uploads/order/ba13679c3c9779782c75ad2dbd7c65ca.pdf 
5https://www.bloombergquint.com/economy-finance/rbi-sees-indias-inflation-rate-falling-below-4-as-

lockdown-threatens-demand 

about:blank
https://ibbi.gov.in/uploads/order/ba13679c3c9779782c75ad2dbd7c65ca.pdf
https://www.bloombergquint.com/economy-finance/rbi-sees-indias-inflation-rate-falling-below-4-as-lockdown-threatens-demand
https://www.bloombergquint.com/economy-finance/rbi-sees-indias-inflation-rate-falling-below-4-as-lockdown-threatens-demand
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The Central Government also have announced the 20 lakh crore project for the country which 
gives many players in the industries to avail the loan without any security or collateral would 
increase the rate of production and making country as the next major exporter of trade after 
China to neutralize the decrease in imports of other countries from China and to drive the 
economy to attain financial stability.     

The Credit Rating Information Services of India Limited (CRISIL) had said that the 
Indian Economy may shrink by 5% in the fiscal year 2021 and thus creating the fourth recession 
in the country. Noted Indian Economist and former Governor of RBI Mr. Duvvuri Subbarao 
said that this recession would bring enormous hardship by decreasing the financial stability for 
millions of the people in the country. Further, he added that after the lifting of the lockdown the 
economy of the country will improve and reach a 5% growth rate.6 The stock markets in the 
country fell and posted unprecedented losses which eventually led to a decrease in the market 
capitalisation of many companies. This finally led to the stage of a lay-off of the employees in 
certain companies and suspension of operations in manufacturing units of the country. 

As said earlier, the Indian economy is currently in recession. Before the outbreak of 
COVID – 19 in India the Central Bank has stated that the Gross Domestic Product (GDP) of 
the country would see a growth during the fourth quarter of 2020 – 2021. This outbreak proves 
to be the collateral damage to the country’s economy. The Reserve Bank of India besides 
maintaining a liquidity regime in this financial position can further make a rate cut as monetary 
policy to provide for an increase in demand as well as an increase in price. This situation of the 
country shall be used by the financial sectors to promote Digital money and Digital payments by 
educating the people the risk of using paper money during this pandemic. For supporting the 
people during this pandemic, the Centre has announced Rs 1.7 lakh crore relief package and 
other relief packages as a fiscal measure to increase the financial position of the people and the 
economy of the country.7  Further, as there is a deep fall in the prices of crude oil in the market 
that would eventually lead to lowering down in the prices of petrol and diesel. The Centre can 
increase the excise duty of such products and the revenue earned out of such duty shall be used 
as a fiscal policy measure to the people living in the lower strata.   

The COVID-19 pandemic and its associated impacts on various fields and sectors of the 
country put the government and the people against facing one of the toughest challenges in 
history. This shall be overturned if the policy changes are put forth to the public in a rapid 
manner so that it increases the financial stability of the country to rise from huge losses created 
by the outbreak. The only way to boost up the economy from the current financial position 

                                                             
6https://economictimes.indiatimes.com/news/economy/policy/indias-gdp-growth-may-rebound-to-5-pc-

in-fy22-says-duvvuri-subbarao/articleshow/76040370.cms?from=mdr. 
7https://www.bloombergquint.com/coronavirus-outbreak/what-india-has-released-from-its-rs-17-lakh-

crore-relief-package-for-the-poor. 

https://economictimes.indiatimes.com/news/economy/policy/indias-gdp-growth-may-rebound-to-5-pc-in-fy22-says-duvvuri-subbarao/articleshow/76040370.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/policy/indias-gdp-growth-may-rebound-to-5-pc-in-fy22-says-duvvuri-subbarao/articleshow/76040370.cms?from=mdr
https://www.bloombergquint.com/coronavirus-outbreak/what-india-has-released-from-its-rs-17-lakh-crore-relief-package-for-the-poor
https://www.bloombergquint.com/coronavirus-outbreak/what-india-has-released-from-its-rs-17-lakh-crore-relief-package-for-the-poor
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effectively and efficiently is to coordinate and control all the monetary policies as suggested 
earlier with its fiscal strength. 
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