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TDe cline in in come and em ploy ment will in crease hard ship he loss of life and liveli hood con -
tin ues to mount re lent lessly. Health in fra struc ture, which any way had very lim ited ca pac ity,
has been com pletely over whelmed in di� er ent parts of the coun try. Con se quently, state after
state is im pos ing re stric tions and lock downs. Re stric tions on pub lic mo bil ity are again a� ect -
ing de mand, sup ply, and in comes. The lat est monthly eco nomic re view of the � nance min -
istry notes the higher Covid caseload, deaths, and pos i tiv ity rates present a chal lenge for the
on go ing re cov ery. But it ar gues that the im pact on eco nomic ac tiv ity is likely to re main muted
com pared to the �rst wave. The ex pe ri ence from other coun tries also shows a lower cor re la -
tion be tween the de cline in mo bil ity and eco nomic ac tiv ity.
It is cor rect that In dia is not wit ness ing a de cline in eco nomic ac tiv ity at a scale like last year
but there are two points worth high light ing here. First, the cur rent de cline in eco nomic ac tiv -
ity is on an ex tremely weak base. A sig ni�  cant de lay in full re cov ery will have wider eco nomic
im pli ca tions, in clud ing for house holds. Sec ond, a higher caseload and deaths be yond a point
might be gin to hurt eco nomic ac tiv ity more sig ni�  cantly. As things stand to day, while some
of the high-fre quency in di ca tors are show ing a big year-on-year in crease, it is rea son able to
as sume that out put in the cur rent quar ter would be lower than in the last two quar ters se -
quen tially. This would have also re versed the re cov ery in in di vid ual in comes.
While it would take years to gauge di� er ent di men sions of the cost im posed by the pan demic
once it’s over, a new re port by Azim Premji Univer sity gives early in sights into how the �rst
wave a� ected in come and em ploy ment, among other things. About 100 mil lion peo ple lost
jobs in the April-may 2020 lock down. While most were back and found jobs, about 15 mil lion
peo ple re mained job less even by the end of 2020. Be sides, it’s worth not ing that though most
work ers were back at work, in for mal ity went up sharply. About half of salar ied work ers took
in for mal work. As a re sult, monthly in come on av er age fell by 17 per cent. Loss of em ploy -
ment and in come a� ected women dis pro por tion ately. The study fur ther notes that the num -
ber of in di vid u als earn ing be low the na tional min i mum wage thresh old went up by 230 mil -
lion. This has led to a sig ni�  cant in crease in poverty. Un sur pris ingly, house holds re sponded
by cutting food in take, sell ing as sets, and bor row ing from di� er ent sources.
It is likely that the con di tion would have wors ened again with the rise in Covid cases and de -
cline in eco nomic ac tiv ity. In this con text, the gov ern ment has done well by restart ing the
free food grain dis tri bu tion pro gramme. It would help re duce the pain to some ex tent. But a
sig ni�  cant loss of in come for a large num ber of house holds and an in crease in poverty lev els
will add to pol icy chal lenges. In fact, it could end up un der min ing the eco nomic re cov ery. To
be sure, the state of the labour mar ket and most vul ner a ble house holds will re quire both a
short- and medium-term pol icy re sponse. The fo cus, how ever, at the mo ment needs to be on
con tain ing the pan demic. In dia lost two ma jor ad van tages in its bat tle against the coron -
avirus — early de cline in in fec tions and hav ing a large vac cine-man u fac tur ing base. Fur ther
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pol icy over sights will only in crease the pain in terms of lives and liveli hoods lost — some -
thing that the head line num bers may not be able to ad e quately cap ture.


