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The COVID-19 pandemic has had a significant influence on 
global trade and commerce, as well as economic indicators 
such as GDP, private consump�on, job crea�on and new 
investments. India, too, has suffered because of unforeseen 
economic disrup�ons caused by temporary limita�ons on 
public ac�vi�es and regional lockdowns.

According to sta�s�cs provided by the Na�onal Sta�s�cal 
Office under the Ministry of Sta�s�cs and Programme 
Implementa�on (MOSPI), India’s GDP 
increased by 4% in FY20; however, it 
contracted by 7.3% in FY21. With a 
poten�al of a revival in consump�on 
and investment in the third quarter 
of 2021, India's GDP growth rate for 
FY22 is projected to be 11% 
(Economic Survey 2020-21).
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The following table summarises the detailed impact assessment of the pandemic in India.

The Government of India proposed several fiscal 
and monetary relief to encourage growth and 
build a self-reliant India amid severe economic 
repercussions of COVID-19 and subsequent 
lockdown restric�ons. On June 28, 2021, Mrs. 
Nirmala Sitharaman, Union Finance & Corporate 
Affairs Minister, announced a series of measures 
to lend relief to various sectors hit by the 
pandemic's second wave. The Rs. 6.28 lakh 
crore (US$ 84.9 billion) relief and s�mulus 
package focuses on enhancing healthcare 
facili�es (especially for children), extending 
inexpensive credit loans to small firms in the 
agriculture, exports and tourism sectors, and 
temporarily waiving off visa fees to a�ract 
foreign tourists. 

This package is the fourth edi�on of relief 
measures extended to individuals and 
businesses in tandem with efforts to boost the 
economy amid COVID-19. The relief package 
comprises a total of 17 measures including 
addi�onal subsidy for DAP (Diammonium 
Phosphate) and P&K (Phospha�c and Potassic) 
fer�lisers, and extension of the Pradhan Mantri 
Garib Kalyan Anna Yojana (PMGKAY) un�l 
November 2021.

MAJOR SECTOR BENEFITTED

Healthcare
India witnessed a record number of >350,000 
daily new cases and reported >2,800 daily 
deaths during the second wave. The country's 
medical infrastructure collapsed because of the 
sudden and steep increase in the number of 
cases. Despite increased healthcare funding 
a�er the first wave, shortage of diagnos�c 
centres, oxygen facili�es, ven�lators and ICU 
beds were rampant across hospitals in 
India.India currently has 8 physicians per 10,000 
popula�on and 8.5 hospital beds per 10,000 
popula�on. 

On announcement of the relief 
package, PM Mr. Narendra Modi 

stated, “These measures announced 
will help small entrepreneurs and 

self-employed individuals withstand 
their business ac�vi�es and grow 
them further. The measures will 

further s�mulate economic ac�vi�es, 
drive produc�on & exports and 

create employment. The government 
is commi�ed to bringing in reforms 

such as result-linked Power 
Distribu�on Scheme and modernised 

processes for PPP (Public-Private 
Partnership) projects and Asset 
Mone�sa�on in the country”. 
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Loan guarantee scheme for the healthcare 
sector
The government (under the new relief package) 
introduced loan guarantee scheme for COVID-
affected sectors and allocated Rs. 1.10 lakh 
crore (US$ 14.76 billion). This package 
comprises Rs. 50,000 crore (US$ 6.71 billion) 
from the health sector and Rs. 60,000 crore 
(US$ 8.05 billion) for sectors such as tourism 
and others.

The loan guarantee scheme is intended towards 
scaling up medical infrastructure in 
underdeveloped regions for both expansion and 
new projects linked to health/medical 
infrastructure except in eight metropolitan 
ci�es. Guarantee cover will be 50% for 
expansion and 75% for new projects.  For 
aspira�onal districts, 75% guarantee cover will 
be provided for both expansion and new 
projects.  Banks can provide loan with a 
threshold limit of Rs. 100 crore (US$ 13.42 
million) at an interest rate capped at 7.95% and 
guarantee dura�on of up to three years by the 
Na�onal Credit Guarantee Trustee Company 
Limited (NCGTC). The NCGTC is an Indian 
government company set up by the Department 
of Financial Services, Ministry of Finance to 
func�on as a common trustee for several credit 
guarantee trust funds. 

The loan guarantee scheme was formulated as a 
unique response to an unexpected scenario in 
the country (during the second wave) due to the 
lack of appropriate health infrastructure. The 
approved scheme will assist the country in 
bolstering its much-needed healthcare 
infrastructure while also increasing job 
possibili�es. The key goal of this scheme is to 
reduce credit risk (par�cularly, construc�on risk) 
and make the bank credit more accessible at 
reduced interest rates.

Public health strengthening
In 2020-21, the government under the 
Emergency Health Systems Project allocated Rs. 
15,000 crore (US$ 2 billion). This led to a 25x 
increase in COVID-dedicated hospitals—7,929 
COVID health centres and 9,954 COVID care 
centres were built—and a 7.5x rise in oxygen-
supported beds. Also, ICU and isola�on beds 
increased by 45x and 42x, respec�vely.

A new programme for improving public health 
infrastructure and human resources with a 
budget of Rs. 23,220 crore (US$ 3.11 billion) for 
FY22 was also announced in addi�on to the loan 
guarantee scheme. The new scheme would 
concentrate on short-term emergency 

preparedness, with focus on children and 
paediatric care/beds. It will also provide short-
term HR augmenta�on via medical students 
(residents, interns and final year) and nursing 
students, increase availability of ICU beds (along 
with supply of oxygen at central, district and 
sub-district levels), enhance availability of 
medicines and equipment, create awareness on 
tele-consulta�on, reinforce ambulance services, 
and strengthen surveillance and genome 
sequencing capability as well as tes�ng & 
suppor�ng diagnos�cs. 

 
Tourism
According to a study conducted by the ‘Na�onal 
Council of Applied Economic Research’ on the 
impact of COVID-19 on tourism reported that 
the pandemic caused ‘significant’ job losses in 
the sector a�er lockdowns were imposed. The 
report stated that 14.5 million jobs were lost 
(due to the imposed lockdown) in the first 
quarter, 5.2 million jobs in the second quarter 
and 1.8 million jobs in the third quarter of FY21. 
In 2020, foreign exchange earnings contracted 
by 76.3% over 2019 due to decline in foreign 

Mr. T. V. Somanathan, the Finance 
Secretary of India (Department of 

Expenditure) stated, “The scheme is 
part of this year’s budget spending 

available for the Ministry of Health as 
a centrally sponsored scheme to be 

disbursed to states under the Na�onal 
Health Mission. The funds are an 

addi�onal infusion for a new set of 
output available for immediate use. 

The rate of spending will be 
determined only by the states' ability 

to complete the tasks at hand. The 
government is ensuring that u�lisa�on 

of funding is not a constraint.”
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tourist arrivals (FTAs) in India. In 2020, FTAs 
decreased by 75.5% YoY to 2.68 million and 
arrivals through e-Tourist Visa (Jan-Nov) dipped 
by 67.2% YoY to 0.84 million. Between January 
2021 and April 2021, the number of FTAs was 
376,083, down from 2.35 million between 
January 2020 and April 2020, registering 
nega�ve growth of -84.0% YoY.

India's travel and tourism sector, which 
accounts for 2.5% of the country's GDP, has 
repeatedly appealed to the government for 
assistance as the industry has already spiralled 
downwards owing to the COVID-19 pandemic. 
Representa�ve bodies from the tourism sector, 
along with tour guides & operators and hotel 
owners, have submi�ed numerous pe��ons to 
the government, reitera�ng the devasta�ng 
financial impact caused by COVID-19 on the 
travel and hospitality sector in Fy21.

Loan guarantee scheme for the tourism sector
Under the new relief package, the govt. 
announced a few schemes to provide relief to 
people working in the tourism sector. Working 
capital/personal loans will be offered to people 
in the tourism sector under a new loan 
guarantee scheme for COVID-affected industries 
to se�le liabili�es and relaunch companies hit 

by the pandemic. The plan will encompass 
~1,000 travel and tourism stakeholders (TTS) 
cer�fied by the Ministry of Tourism, as well as 
10,700 regional-level tourist guides recognised 
by the Ministry of Tourism and tourist guides 
recognised by state governments. TTS will be 
eligible for a loan of up to Rs. 10 lakh (US$ 
13,426.42), while tourist guides will be eligible 
for a loan of up to Rs. 1 lakh (US$ 1,342.64). 
There will be no processing fees, 
foreclosure/prepayment fees will be waived off 
and no requirement for addi�onal collateral. 
The NCGTC will manage the scheme on behalf 
of the Ministry of Tourism.

Free tourist visa for one month
The government also introduced another 
scheme to boost the tourism sector by 

providing one-month free tourist visa to 5 lakh 
tourists. The benefit will be available only once 
per tourist and will be applicable un�l March 
31, 2022 or un�l 5 lakh visas are issued 
(whichever is earlier). The government has 
es�mated a financial spending of Rs. 100 crore 
(US$ 13.42 million) for implementa�on of the 
scheme. 

Agriculture
The agriculture and allied sectors remained 
robust during the pandemic and recorded 3.5% 
growth in FY21 due to high resilience of farmers 
and the government’s farmer-friendly policies. 
India witnessed a record 305.4 million tonnes of 
food grain produc�on and 326.6 million tonnes 
of hor�cultural crops produc�on in FY21. Also, 
exports of agriculture & allied products 
increased by 34% YoY in FY21 to reach US$ 
41.25 billion. The government (through its 
suppor�ve ini�a�ves and support) is working 

Mr. Rajesh Gupta, Chairperson of the 
Tourism Federa�on in Jammu and 

Kashmir, added, “We welcome post-
COVID lockdown ini�a�ves by the 
government to propel the tourism 

industry. The government’s 
humanitarian ini�a�ve will give 
financial assistance to >11,000 

registered travellers, guides, and 
travel and tourism industry 

stakeholders. All we have to do now is 
make sure that the advantages of this 

scheme reach the people who need 
them the most. The schemes in the 
tourism sector will a�ract foreign 

tourists as well. The first 5 lakh 
interna�onal tourist visas would be 

granted free of charge whenever visa 
issuing is resumed by the government. 
It is a wonderful act of generosity. In 
the coming future, we expect to see 

more interna�onal tourists. We hope 
that the tourist would take advantage 

of the benefits.” 
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towards enhancing lives of people in rural areas 
and increasing farmer incomes. 

In the near future, climate change is expected to 
account for 30% reduced yields of staple crops 
because of poorer produc�vity and crop 
failures. Further, changes in diets and 
popula�on growth are likely to increase the 
demand for meat and dairy products in 
developing economies. This will further strain 
natural resources, increasing food produc�on 
needs and food insecurity. To cope with the 
climate change challenges, the government (in 
consulta�on with the farmers and scien�sts) 
needs to modify produc�on and farm 
management and plant more climate-resilient 
crop varie�es.

Launch of climate-resilient special varie�es
With a vision to improve farmer incomes and 
eradicate malnutri�on, the government 
announced development of bio-for�fied crop 
varie�es with high-nutrient content such as 
proteins, vitamin A, zinc and iron in 

collabora�on with the Indian Council of 
Agricultural Research (ICAR)—stepping away 
from its earlier focus on cul�va�ng higher yield 
crop varie�es, which did not factor in aspects 
such as nutri�onal values, climate resilience and 
other traits. Generally, in higher yield crop 
varie�es, the concentra�on of important 
nutrients is far below the required levels, which 
makes the crops suscep�ble to abio�c and 
bio�c stress, causing heavy losses to farmers.

The Indian Council of Agricultural Research 
(ICAR) is an autonomous organisa�on 
responsible for synchronising agricultural 
educa�on and research under the Department 
of Agricultural Research and Educa�on (DARE), 
Ministry of Agriculture and Farmers Welfare, 
Government of India. To help farmers and 
encourage them to choose sustainable 
agriculture, the ICAR is likely to produce 
climate-resilient special varie�es of crops 
(resistant to diseases, insects, pests, drought, 

salinity and flooding as well as early maturity). 
21 such varie�es of buckwheat, maize, millet, 
peas, pigeon pea, quinoa, rice, sorghum, 
soybean and winged bean will soon be 
produced for agricultural use.

Revival of the North Eastern Regional 
Agricultural Marke�ng Corpora�on 
(NERAMAC)
Under the agriculture marke�ng revival 
package, the Ministry of Finance announced   
Rs. 77.45 crore (US$ 10.39 million) to the North 
Eastern Regional Agricultural Marke�ng 
Corpora�on (NERAMAC). NERMAC was 
established in 1982 to assist farmers in 
obtaining fair pricing for their agricultural and 
hor�cultural products in the Northeast. The 
revival package will facilitate improved 
agricultural, procurement, processing and 
marke�ng infrastructure in the Northeastern 
states. Currently, NERAMAC has 75 Farmer-
producer Organisa�ons/Farmer-producer 
Companies registered with 
13 Geographical Indicator (GI) 
crops in the Northeast. 
NERAMAC has outlined a 
business strategy to generate 
10-15% more incomes for farmers by bypassing 
intermediaries and agents. It also proposes to 
form a Northeastern Centre for Organic 
Cul�va�on, which will help entrepreneurs 
obtain equity financing.

Extra subsidy for DAP & P&K fer�lisers
Under the s�mulus package, the government 
provided an addi�onal subsidy of Rs. 9,125 
crore (US$ 1.22 billion) for DAP fer�lizer and Rs. 
5,650 crore (US$ 758.59 million) has been 
earmarked for NPK (Nitrogen, Phosphorus and 
Potassium) based complex fer�liser. The 
addi�onal alloca�on would raise the total 
nutrient-based subsidy (NBS) from Rs. 27,500 
crore (US$ 3.69 billion) to Rs. 42,275 crore (U$ 
5.67 billion) in 2021-22. This addi�onal 
incen�ve is to keep the price of crop nutrients 
low in the market, despite surge in global prices, 
and will help in providing farmers relief amid 
the pandemic. Apart from the subsidy, the 
government had already allocated ~Rs. 79,600 
crore (US$ 10.92 billion) as fer�liser subsidies 
under the Union Budget 2021-22.
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MAJOR GOVERNMENT SCHEMES 
BENEFITTED

Atmanirbhar Bharat Abhiyaan
On May 12, 2020, Mr. Narendra Modi 
announced the special economic and 
comprehensive package of Rs. 20 lakh crore 
(US$ 283.73 billion)—equivalent to 10% of 
India’s GDP—to fight the COVID-19 pandemic in 
India. While launching the package, the PM 
gave a clarion call for Atmanirbhar Bharat or 
Self-reliant India Movement. Five core pillars 
were outlined under the Atmanirbhar Bharat 
Abhiyaan—Economy, Infrastructure, System, 
Vibrant Demography and Demand. 

The scheme's goal is to enable the poor, 
labourers and migrants who have been severely 
affected by the COVID-19 pandemic and 
become more self-reliant in the face of tough 
compe��on in the global supply chain. The 
government also announced several reforms 
and enablers across seven major sectors in line 
with the scheme.

Emergency Credit Line Guarantee Scheme 
(ECLGS)
The government's Atmanirbhar Bharat Abhiyaan 
included an emergency credit line guarantee 
scheme for medium and small enterprises, 
which were established in May 2020 to alleviate 
economic distress caused by the COVID-19 
outbreak and related lockdowns.

Ini�ally, the government aimed to guarantee 
loans totaling Rs. 3 lakh crore (US$ 39.97 billion) 
to stressed small enterprises and borrowers 
were authorised to take on loan up to 20% more 
than their credit limit under the scheme.

Un�l June 2021, Rs. 2.73 lakh crore (US$ 36.65 
billion) were approved in loans, with a disbursal 
of Rs. 2.10 lakh crore (US$ 28.19 billion), leaving 
li�le room for businesses (affected by the 
second wave) to get assistance. 

Over the last year, the scheme has been 
expanded to incorporate various sectors. 
Hospitals, nursing homes, clinics and oxygen-
genera�on plants were recently added to the 
list of eligible sectors. The scheme now allows 
the civil avia�on sector to take on loans and 
restric�ons for the hospitality, travel & tourism, 
leisure, and spor�ng sectors have also been 
relaxed.

As part of the recent relief package, the govt. 
announced expansion of the emergency credit 
line guarantee scheme by Rs. 1.5 lakh crore 
(US$ 20.13 billion). This will allow borrowers to 
get >20% of their outstanding dues. This 
assistance package is likely to benefit major 
sectors affected throughout the COVID-19 
pandemic second wave in the country.

Aatmanirbhar Bharat Rozgar Yojana (ABRY)
Launched on October 1, 2020, the 
Aatmanirbhar Bharat Rozgar Yojana incen�vises 
employers to create new jobs as well as provide 
social security benefits and restore lost jobs 
through the EPFO (Employees' Provident Fund 
Organisa�on). For new employees drawing 
monthly wages <Rs. 15,000 (US$ 203.90), the 
scheme provides a two-year subsidy for both 
employer's and employee's share of 
contribu�on (24% of wages) for establishments 
with up to 1,000 employees and only the 
employee's share (12% of wages) for 
establishments with >1,000 employees.

The government stated that a benefit 
amoun�ng to Rs. 902 crore (US$ 121.98 million) 
has been given to 21.42 lakh beneficiaries 
through 79,577 establishments under ANBRY 
un�l June 18, 2021. Ini�ally, the scheme was 
supposed to end on June 30, 2021; however, it 
has now been extended un�l March 31, 2022, 
to minimise the impact of job losses and 
ameliorate hardships faced by low-paid workers 
during the second wave in the country (April-
May 2021). Es�mated expenditure of the 
scheme including expenditure for the proposed 
extended period of registra�on will be Rs. 
22,098 crore. The scheme's es�mated 
expenditure, including cost of the proposed 
extended registra�on period, is an�cipated to 
be Rs. 22,810 crore (US$ 3.06 billion). The 
ANBRY extension is an�cipated to create 71.8 
lakh jobs in the formal sector as against the 
previous es�mates of 58.5 lakh.

Digital India: Bharat Net public-private 
partnership model
BharatNet is the world's largest op�cal fibre-

6



based rural broadband connec�vity scheme, 
undertaken as part of Bharat Broadband 
Network Ltd.’s (BBNL) flagship objec�ve. It is a 
highly scalable network infrastructure that is 
accessible on a non-discriminatory basis to 
provide on-demand, affordable broadband 
connec�vity of 2-20 Mbps to all households and 
on-demand capacity to all ins�tu�ons, in 
collabora�on with state governments and the 
private sector, to realise the vision of Digital 
India.

Under the programme, as of May 31, 2021, 
156,223 Gram Panchayats (of the total 250,000) 
have been made service ready. In his 2020 
Independence Day speech, Mr. Narendra Modi 
announced that all 6.3 lakh villages in the 
country will be covered under the programme 
by 2023. The project's intended goal was to 
install op�cal fibre in 2.5 lakh gram panchayats 
across the country by August 2021. That 
deadline, however, was missed. The 
government then claimed that the project's 
development had been hampered by the 
COVID-19 lockdowns and movement 
restric�ons.

The Union Cabinet authorised a revised 
BharatNet implementa�on plan through the 
PPP model in 16 states (bundled into 9 
packages) on June 30, 2021, in response to the 
Prime Minister's declara�on last August as well 
as the project's expansion beyond Gram 
Panchayats to all inhabited villages (6.3 lakh) in 
the abovemen�oned states. A total of Rs. 
19,041 crore (2.55 billion) was also authorised 
for the maximum viability gap funding in the 
PPP model. As a result, the overall outlay of the 
BharatNet project will be Rs. 61,109 crore (US$ 
8.20 billion).

According to the government, the PPP model 
will leverage private sector efficiency for 
opera�ons, maintenance, u�lisa�on and 
revenue genera�on, resul�ng in a faster 
BharatNet rollout. The government also claims 
that expanding BharatNet's reach to all 
inhabited villages with reliable, high-speed 
broadband will improve access to e-services 
offered by various central and state government 
agencies. Broadband penetra�on and 
prolifera�on are also expected to boost 
employment and income genera�on (directly 
and indirectly). 

Reform-based, result-linked power distribu�on 
scheme
The Union Budget 2021-22 established a 
reform-based, result-linked power distribu�on 
plan that would be in effect un�l 2025-26. The 
funds will be granted to DISCOMS if they 
achieve reform-related milestones, with the 
state-run Power Finance Corpora�on (PFC) and 
the Rural Electrifica�on Corpora�on (REC) 
serving as the scheme's nodal agency.

The ambi�ous scheme seeks to reduce India's 
average aggregate technical and commercial 
loss from 21.4% to 12-15% by 2024-25 and 
gradually narrow the gap between the cost of 
power and price at which it is supplied to 'zero'. 
The reforms also seek to improve the electricity 
supply's reliability and quality. The programme 
entails a mandatory smart metering ecosystem 
throughout the distribu�on sector, from power 
feeders to consumer level, with par�cipa�on 
from about 250 million households. Loss-
reduc�on techniques, such as separate feeders 
for agricultural and rural family usage, will also 
be implemented.

Under the relief package, the government 
announced an outlay for the scheme—Rs. 
3,03,058 crore (US$ 40.68 billion)—of which the 
central government’s stake will be Rs. 97,631 
crore (US$ 13.10 billion) (32.2%). The fund 
available under the scheme is in addendum to 
the permi�ed addi�onal borrowing of 0.5% of 
Gross State Domes�c Product—Rs. 105,864 
crore (US$ 14.21 billion) for 2021-22—which 
will be available to states annually for four 
consecu�ve years, if certain power sector 
reforms are implemented. The scheme will 
enhance opera�onal efficiency and financial 
sustainability of all DISCOMs/Power 
Departments, except private sector DISCOMs, 
by providing condi�onal financial support for 
upgrading supply infrastructure. The aid will be 
granted if a DISCOM meets the pre-qualifying 
requirements and basic minimum standards, as 
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determined by an agreed-upon evalua�on 
system (for financial improvements).

Extension of the PLI scheme tenure for large-
scale electronics manufacturing
The produc�on-linked incen�ve (PLI) scheme 
was established by the central government in 
March 2020 to make India competent in global 
markets and s�mulate domes�c manufacturing 
& exports. The PLI plan intends to reward 
businesses with 4-6% on incremental sales of 
products made in domes�c facili�es for a period 
of five years. Under the PLI scheme for large-
scale electronics manufacturing, the 
government is providing an incen�ve to eligible 
companies involved in mobile phone 
manufacturing and manufacturing of specified 
electronic components including assembly, 
tes�ng, marking and packaging (ATMP) units. 
Under the PLI scheme, 16 companies have 
pledged a total investment of Rs. 11,000 crore 
(US$ 1.50 billion) over the next five years to 
produce mobile phones worth Rs. 10.5 lakh 
crore (143.44 billion).

However, due to produc�on disrup�ons caused 
by pandemic-related lockdowns, limita�ons on 
personnel movement, delays in installing 
relocated equipment and machinery and 
disrup�ons in component supply chains, firms 
have been unable to achieve incremental sales 
condi�ons. As a result, it was decided to extend 
the scheme dura�on (which begun in 2020-21) 
by another one year to 2025-26. Under the 
scheme, par�cipa�ng firms would have the 
op�on of choosing any five years to fulfil their 
output objec�ves. Investments made in 2020-21 
will s�ll be considered eligible. All par�cipa�ng 
companies have welcomed this extended PLI 
scheme ini�a�ve, as it provides them flexibility 
in func�oning and a�aining their produc�on 
targets accordingly.

New streamlined approval process for PPP 
projects and asset mone�sa�on
The government stated that a new streamlined 
approval process for PPP projects and 
mone�sa�on of key infra assets will be created. 
This will enable Central Public-Sector 

Enterprises (CPSEs) to accelerate asset 
mone�sa�on. The former procedure for PPP 
project approvals was long and included many 
layers of clearances; hence, this substan�al 
change was undertaken.

The new policy for evalua�ng and approving 
PPP proposals and mone�sing key infrastructure 
assets, notably through Infrastructure 
Investment Trusts (InvITs), aims to ensure that 
projects are cleared quickly to help the private 
sector save money on infrastructure 
development and administra�on.

NHAI-operated toll roads, Power Grid 
Corpora�on of India’s transmission assets, Gas 
Authority of India Limited’s (GAIL) oil & gas 
pipelines, Indian Oil Corpora�on (IOCL), 
Hindustan Petroleum Corpora�on Limited 
(HPCL), and Airports Authority of India (AAI) 
airports in Tier II and III ci�es are among the 
core infrastructure assets that would be covered 
under the asset mone�sa�on scheme. Railway 
infrastructure assets, warehousing assets of 
Central Public Sector Enterprises (CPSEs) such as 
the Central Warehousing Corpora�on, Na�onal 
Agricultural Coopera�ve Marke�ng Federa�on 
of India (NAFED) and sports stadiums will also 
be included in this ini�a�ve. 

Credit guarantee scheme for micro finance 
ins�tu�ons
Under the relief package, a new scheme was 
formed with the goal of benefi�ng the smallest 
borrowers covered by the network of micro 
finance ins�tu�ons. The scheme will provide 
guarantee to scheduled commercial banks for 
loans to new or exis�ng NBFC-MFIs (Non-
banking Financial Company-Microfinance 
Ins�tu�ons) or MFIs (Microfinance Ins�tu�ons) 
for lending up to Rs. 1.25 lakh (US$ 1,678.30) to 
~25 lakh small borrowers. Bank loans will be 
capped at the MCLR (Marginal Cost of Funds-
based Landing Rate) of +2%. The maximum loan 
term will be three years, with the MFI using 80% 
support for incremental lending. Interest rates 
will be at least 2% lower than the RBI's 
maximum rate.

The scheme's focus would be on new ac�vity 
lending rather than debt repayment. Borrower 
loans must comply with the exis�ng RBI 
standards such as the number of lenders, 
borrowers’ membership in the Joint Liability 
Group (JLG) and ceiling on household income 
and debt. Another aspect of the scheme is that 
it will be open to all borrowers (even those who 
have been in default for up to 89 days). 
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Guarantees for funds granted by MLIs (Member 
Lending Ins�tu�ons) to MFIs/NBFC-MFIs will be 
accessible un�l March 31, 2022 or un�l 
guarantees for a sum of Rs. 7,500 crore (US$ 
1.00 billion) are issued, whichever is achieved 
first. Through the Na�onal Credit Guarantee 
Trustee Company (NCGTC), a guarantee of up to 
75% of the default amount will be offered for up 
to three years. 

Small and midsized MFIs/NBFC-MFIs have 
difficulty in obtaining financing from banks. 
Credit guarantees will provide comfort to banks 
when financing to microfinance ins�tu�ons. The 
allocated funds would be used to s�mulate 
lending, following the post-lockdown phase. 
Disbursement of funds from microfinance 
organisa�ons is expected in the second quarter 
of 2021. The scheme is likely to encourage new 
lending from banks to MFIs/NBFC-MFIs, 
addressing the industry's short-term funding 
need. MFIs/NBFC-MFIs could reach out to the 
country's most remote rural areas, ensuring that 
the credit line reaches the bo�om of the 
pyramid. It will provide the rural economy a 
much-needed impetus in credit growth and 
enable recovery from the repercussions of 
COVID-19.

Free food grains under Pradhan Mantri Garib 
Kalyan Anna Yojana (PMGKAY) extended un�l 
November 2021
On March 26, 2016, the Indian government 
announced the Pradhan Mantri Garib Kalyan 
Anna Yojana (PMGKAY) under the Pradhan 
Mantri Garib Kalyan Yojana (PMGKY) to help the 
poor who are suffering due to COVID-induced 
economic disrup�ons. The goal of the 
programme was to reach out to the poor with 
food and money so that they get help in buying 
essen�al supplies and fulfilling basic needs. This 
scheme would cover ~80 crore people or about 
two-thirds of the Indian popula�on. The scheme 
was first introduced for the period of April 2020 
to June 2020. The scheme was, however, 
extended un�l November 2020, to lend 
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con�nued support to the poor and needy a�er 
the COVID-19 first wave. The total cost of the 
scheme was Rs. 133,972 crore (US$ 18.30 
billion) in FY21.

Following the second wave, the ini�a�ve was 
reintroduced in May 2021 to ensure food 
security for the underprivileged. Ini�ally, the 
scheme was valid un�l June 2021; however, on 
June 7, 2021, the Prime Minister decided to 
extend the scheme for another five 
months—from July 2021 to November 2021. In 
this period, the NFSA (Na�onal Food Security 
Act) recipients will get 5 kgs of food grains 
(wheat or rice) at no cost. The scheme's 
es�mated financial implica�on is Rs. 93,869 
crore (US$ 12.60 billion), increasing Pradhan 
Mantri Garib Kalyan Yojana’s (PMGKAY) overall 
cost to Rs. 227,841 crore (30.59 billion). 

Booster package for project exports through 
the Na�onal Export Insurance Account (NEIA) 
and Export Insurance Cover
For the security of Indian exporters, the 
Government of India has established a scheme 
known as the Na�onal Export Insurance 
Account (NEIA) in 2011. By extending risk 
covers, the NEIA Trust encourages exports 
under the Medium and Long-term (MLT) 
projects. It protects EXIM Bank's buyer credit 
extended to less creditworthy borrowers and 
supports project exporters. Un�l March 31, 
2021, the NEIA Trust has sponsored 211 projects 
worth Rs. 52,860 crore (US$ 7.22 billion) from 
63 dis�nct Indian Project Exporters in 52 
countries.

Mrs. Nirmala Sitharaman, the Finance Minister, 
announced a Rs. 33,000 crore (US$ 4.43 billion) 
boost for project exports under the Na�onal 
Export Insurance Account (NEIA) on June 28, 
2021. She also announced an increase in export 
insurance coverage to Rs. 88,000 crore (US$ 
11.81 billion) for the commerce sector. Both 
fund infusions are scheduled to take place 
between FY21 and FY26.

Project exports are important to not only earn 
foreign exchange, but also serve as a diploma�c 
tool for India. It is crucial for portraying India's 
economic power and competence of its 
engineering and construc�on sector worldwide. 
The latest booster package for MLT projects is 
expected to enhance project exports in Africa, 
where India is presently compe�ng with China 
for influence.

The domes�c business has repeatedly urged the 



government to increase adequate insurance 
coverage to enhance total trade. Export Credit 
Guarantee Corpora�on (ECGC) is a credit 
insurance company that encourages exports. 
According to the most recent government 
figures, its products contribute ~30% to India's 
merchandise exports. Under the extended 
export insurance coverage, exporters can 
safeguard their interna�onal receivables against 
several threats that may lead to non-payment 
by foreign customers.

IMPACT ASSESSMENT  
The world economy has been in turmoil since 
outbreak of the pandemic and India is no 
excep�on. While the economy showed signs of 
improvement in early 2021, the second quarter 
was hit by massive economic and social 
disturbances during the second wave. On the 
other hand, there was some respite by June-July 
2021, as India began to ease restric�ons and 
vaccina�on campaigns ramped up.

While concerns over the new delta version 
gather trac�on, the government has offered a 
COVID-19 relief package worth Rs. 6.28 lakh 
crore (US$ 84.9 billion). According to es�mates, 
the current credit push for pandemic-affected 

sectors, together with other relief aids, will add 
60 basis points (bps) to the fiscal deficit, as well 
as provide banks with an addi�onal liquidity 
window of >Rs. 70,000 crore (US$ 9.39 billion).

Various industry leaders have embraced the 
relief package open-heartedly owing to the 
government’s growing impetus to pull the 
economy from the current crises. However, 
many economists are emphasising the 
importance of direct s�mula�on, such as 
financial handouts to poorer households 
affected by the pandemic. Due to the increased 
prices of necessary commodi�es and fuel, low-
income people are spending more than they 
earn. Experts pointed out that all s�mulus 
packages announced by the government have so 
far been centred on making credit more 
accessible through lower interest rates and 
credit guarantee loans. Further, it was pointed 
out that a scheme allowing small firms to 
borrow money would be useless, if consumer 
sen�ments and demand remained low for an 
extended dura�on. As a result, it is cri�cal to 
announce immediate steps targeted at restoring 
consumer confidence and resolving the demand 
problem.

According to Mr. Soumya Kan� 
Ghosh, Group Chief Economic 
Advisor, State Bank of India, 

“Because a large component of the 
package includes con�ngent 

liabili�es, the fiscal impact of recent 
announcements and prior ones is 

not linear. If these factors are 
ignored, the immediate impact will 
be >Rs. 1.23 lakh crore (US$ 16.51 

billion) or ~0.6% of the GDP.”
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