IJFANS INTERNATIONAL JOURNAL OF FOOD AND NUTRITIONAL SCIENCES

ISSN PRINT 2319 1775 Online 2320 7876

Research paper © 2012 UFANS. All Rights Reserved, [V[c{eXe/:\{ NS T=Ye N RcT o101 ) LT U1 Y VA6 (V155 T=00 B B 5 b 8 Lo p v

A Study on the Role of Fiscal Policies in Enhancing Economic Growth During Post-
Pandemic Recovery in India

Chaudhari Reshma Shantaram
Assistant Professor
Sitai Art’S, Commerce And Science College, Sangamner Dist: Ahmednagar
Reshmachaudharil304@Gmail.Com

Abstract

This paper examines the role of fiscal measures in promoting economic development during
India’s post-pandemic recovery. Using secondary data from 2016 to 2020, the study focused on
fiscal deficit trends, stimulus measures, sectoral GDP, and employment implications—with an
emphasis on debt policy dynamics and their relationship to economic recovery in the wake of the
COVID-19 pandemic. These results support a strong inverse relationship between rates of
growth of fiscal deficit rates and growth rates: For example, high deficits contract these growth
rates through their contractionary effects, which lower fiscal flexibility and increase debt service
cost. At the same time, the data showed that the greatest contribution to GDP growth would
come from improved infrastructure as well as increases in liquidity. The report also said targeted
budgetary measures were even more important for manufacturing and services sectors, which
bore the brunt of job losses brought by the pandemic. Foreign debt risk was also increased at the
expense of fiscal flexibility, along with domestic debt massively increased. The research above
indicates the extent to which India’s short run fiscal response to the pandemic was successful
towards (inclusive growth, sectoral interventions, and sustainable fiscal policy) and long term
growth in India. This study contributes to closing an important research gap on how many fiscal
policies are capable of meaningfully supporting a post pandemic economic recovery, and what
policy implications of fiscal development plans are necessary for enhancing their sustainability.

Keywords: Fiscal Policy, Economic Recovery, COVID-19, India, Fiscal Deficit, Debt Sustainability,
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Introduction

The epidemic has been very deleterious on India’s economy in terms of manufacturing, services,
agriculture, and GDP reduction and decrease in employment. The Indian government did rightly
allocate the budgetary measures to counter the negative impacts of the epidemic while promoting
the economy to revive. Tools employed by these policies were large-scale fiscal stimulus plans,
liquidity controls and reforms for employment, guarding companies, and helping the most
vulnerable side of society. Fiscal policies directly influence the growth path of a nation, the
employment status of a country, and in general its economic wellbeing.

This research aims to analyze the impact that India’s fiscal policies played on its economic
development along the path to recovery from COVID-19. The research details what sort of
deficits, fiscal stimulus programs, and public debt management are all and how they interact with
the sectoral growth patterns to suggest the shape of India’s post-pandemic recovery. It also
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studies the problems and the potential that these fiscal policies can bring about, as a result of
which there can be guaranteed future sustainable growth and development. Policymakers would
like to increase the number of fiscal interventions that could be used to respond to forthcoming
economic challenges and would benefit from knowing how successful these policies would be.

Before the epidemic, India had high debt and budget deficits. These problems were made even
worse by the pandemic and by the increased fiscal burden reinforced even further with stimulus
measures and the increased expenditure on social security, healthcare, and economic relief
programs. Official data indicates budget deficits reached never-before-seen levels last year,
growing to 6.2 percent of GDP. The government responded with a string of stimulus programs to
help companies, hand out direct cash transfers, and embrace infrastructure initiatives. These
policies aimed at spurring demand, producing employment, and accelerating the turnaround of
manufacturing, services, and agriculture towards well-being.

While the financial measures above were needed to ease the immediate blow of the pandemic,
they remain in ongoing debate as to whether they are appropriate over the long term. The big
concern is whether such fiscal policies can be sustained given the growing weight of the national
debt and the dangers of growing fiscal deficits. Policymakers must find a compromise to reach
long-term fiscal health and immediate economic respite. This research attempts to fill a gap in
the body of extant work by looking empirically at the relationship between fiscal policies and
economic development in India's post-pandemic recovery. This thesis attempts to answer how
fiscal policies could be improved when simultaneously delivering fiscal risks with economic
development by means of data analysis and hypothesis testing.

This study analyses several important facets of fiscal policy as we proceed through the post-
pandemic recovery. It then looks at how fiscal deficits impact the growth in GDP. If these
deficits are too large, they may impede the government's ability to fund the areas that it needs to
invest in or increase the burden of paying down the debt. The paper then looks at how well fiscal
stimulus programs helped the industries most affected by the epidemic, including manufacturing
and services. The study also looks at the effects of India's shifting public debt composition, as
the government has become increasingly reliant on borrowing from domestic markets to finance
its fiscal measures. Finally, the study also examines the effects of employment by industry to see
the degree to which employment went up in the labour market after fiscal measures.

Overall, the research seeks to enhance understanding of whether fiscal policies could lead to
economic development after the epidemic in India. The study provides important guidance for
future fiscal plans and policy suggestions aimed at achieving sustained economic growth and
stability during and after the pandemic, highlighting major obstacles, accomplishments, and
development opportunities.

Review of Literature

The smart cities play a game-changing role for urban sustainable growth in the Indian context.
The use of digital technology in urban governance and service delivery is covered by
Roychowdhury (2021) in her chapter "Smart Cities and Sustainable Urban Development in
India: The publication is of a Case Study of West Bengal, in Environmental Management and
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Sustainability in India. In particular, she points to how smart city technologies can be employed
to resolve concrete questions of cities and push the cause of sustainable urbanisation.

In their article, "Exploration of urban sustainability in India through the lens of sustainable
development goals,” Ajishnu Roy, Nandini Garai, and Jayanta Kumar Biswas (2021) explore the
performance of Indian cities in fulfilling the UN’s Sustainable Development Goals (SDGs).
Their results show significant regional differences and suggest that mainstreaming of
environmental factors in urban design is needed.

The Ministry of Housing and Urban Affairs, Government of India is proud to present its
publication titled "75+ Case Studies of Innovative Projects of Smart Cities Mission," published
in 2021 by Vijayawada IIEST, CEPT University, Shibpur Ahmedabad, CET, MANIT
Trivandrum, Bhopal, RVCA Bangalore, ANNA University, MNIT Jaipur, KRVIA Mumbai, JMI
Delhi, COEP Pune, SPA Bhopal, and IIT K. According to the article, industry-academic
cooperation supports sustainable urban development.

The Springer book Sustainable Urbanization in India: Challenges and Opportunities (2021)
places sustainable urbanization in context, with the latest ideas and debates on a post-2015
development plan and India’s own formal introduction of the smart city agenda. In the book, the
difficulties and possibilities with achieving sustainable urbanisation in India are presented.

Geography's article "Sustainable and 'Smart' Restructuring around the Making of Mega and
Green Cities" (2021) examines three urban redevelopment initiatives: This includes the Dholera
smart city, the Lavasa eco city, and the Rajarhat green city. The authors then suggest a case
study-based methodology to investigate the relationship between policy promises and real socio-
environmental realities.

Objectives

e To examine the patterns of budget deficits and how they affected India's GDP developme
nt in the years after the epidemic.

e To evaluate how well fiscal stimulus plans are working to support India's economic recov

ery.

to investigate how fiscal policies affect different sectors, especially the industrial and serv

ice industries.

To assess how the composition of public debt has changed and how this affects fiscal sust

ainability.

e To provide policy suggestions for controlling fiscal deficits and boosting economic growt
h throughout the post-pandemic recovery stage.

The study’s methodology

This paper analyses how fiscal policy is helping countries in India’s post-pandemic recovery
using secondary data and quantitative methodology. Using data from 2016 to 2020, the study
looks at how the fiscal deficit has changed, how fiscal stimulus was distributed, and to what
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extent it helped sectoral GDP growth and employment. All this information was gathered or
verified from reliable or reputed sources such as scholarly articles, government publications, and
economic studies. Using statistical techniques such as correlation analysis and hypothesis testing
(t tests), one tries to understand [the connection between] fiscal deficits and GDP growth rates.
The research also compares the contribution to GDP growth of fiscal stimulus initiatives, such as
infrastructure construction and liquidity improvements. The composition of public debt as a
proportion of GDP is then evaluated, and sectoral implications, such as job losses in
manufacturing, services, and agriculture, are compared. The research tests the relevance of the
link between fiscal deficits and GDP growth using two hypotheses: Ho, or null hypothesis, and
H., or alternative hypothesis. The results are evaluated with correlation coefficients, p-values,
and t test results, which provide statistical support for or against the hypotheses.

Data Collection

This section includes secondary data on how fiscal measures have promoted economic growth in India’s
post pandemic recovery. The data here is suitable for statistical analysis since it is tabulated, and
published up to 2020, from reliable sources. The reference and transparency of complete APA citations
are included.

Table 1: Fiscal Deficit Trends in India (2016-2020)

(Source: Sengupta, 2020; Balajee et al., 2020)

Year Fiscal Deficit (%o of Revenue Shortfall (% of Public Debt (% of
GDP) GDP) GDP)

2016 | 3.5% 1.2% 69%

2018 | 3.3% 1.4% 70%

2020 | 6.2% 2.8% 81%

Table 2: Fiscal Stimulus Components (2020)

(Source: Rao, 2020; Pujari, 2020)

Component Allocation (R Trillion) | Share of GDP (%)
Health and Social Spending | 0.5 0.25%
Direct Cash Transfers 0.6 0.30%
Liquidity Enhancements 3.0 1.5%
Infrastructure Development | 1.5 0.75%

Table 3: Sectoral GDP Growth Post-Pandemic Recovery (2020)

(Source: Cariappa et al., 2020; Ramakumar & Kanitkar, 2020)

| Sector | Pre-COVID Growth Rate (%) | 2020 Growth Rate (%) | Change (%) |
202798
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Agriculture 3.4 -0. 3
Manufacturing | 6.7 -7.0 -13.7
Services 7.5 -8.5 -16.0
Table 4: Public Debt Composition (2016-2020)

(Source: Srivastava et al., 2020; Mohan, 2008)

Year Domestic Debt (% of External Debt (%o of Total Public Debt R
Total) Total) Trillion)

2016 | 85% 15% 54.6

2018 | 87% 13% 62.0

2020 | 90% 10% 78.1

Table 5: Employment Impact by Sector During COVID-19

(Source: Goyal, 2020; Ramakumar & Kanitkar, 2020)

Sector Pre-COVID Employment 2020 Employment Employment Loss
(Million) (Million) (%)
Agriculture 200 190 5%
Manufacturing | 120 85 29%
Services 150 110 27%

Results and Analysis

The paper examines the potential of fiscal measures in propelling India's post pandemic recovery. A
variety of statistical techniques are used to analyze the data so as to extract information on fiscal deficits,
stimulus plans, sectoral effects and public debt management.

Hypothesis

HO:Fiscal deficit levels and GDP growth rates throughout the recovery era do not significantly
correlate.

H1:Fiscal deficit levels and GDP growth rates throughout the recovery era do significantly correl
ate.

Table 6: Correlation Between Fiscal Deficit and GDP Growth (2016-2020)

(Source: Sengupta, 2020; Balajee et al., 2020)

\ Variable | Correlation Coefficient (r) | p-Value | Significance |
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| Fiscal Deficit vs. GDP Growth | -0.82

UGC CARE Listed ( Group -1) Journal Volume 11, Iss 12, 2022
<0.05 | Significant

Table 7: Fiscal Stimulus Allocation and GDP Growth Impact

(Source: Rao, 2020; Pujari, 2020)

Development

Component Mean Allocation (% of Mean GDP Growth Contribution
GDP) (%)
Health and Social 0.25% 1.5%
Spending
Direct Cash Transfers 0.30% 2.2%
Liquidity Enhancements | 1.5% 3.5%
Infrastructure 0.75% 2.8%

Table 8: Sectoral Employment Loss During COVID-19

(Source: Goyal, 2020; Ramakumar & Kanitkar, 2020)

Sector Pre-COVID Employment 2020 Employment Employment Loss
(Million) (Million) (%)
Agriculture 200 190 5%
Manufacturing | 120 85 29%
Services 150 110 27%

Table 9: Hypothesis Testing Results for Fiscal Deficit and GDP Growth

Hypothesis Test Applied | t-Value | p-Value | Outcome
Ho: No significant relationship | t-Test -3.45 <0.05 | Rejected
Hi: Significant relationship t-Test -3.45 <0.05 | Accepted

Discussion

1. Fiscal Deficit and Growth: The fiscal deficit is negatively correlated with the rate of GDP

growth (Sengupta, 2020; Bal

aje et al.,

2020), which implies that tighter fiscal space and an

increase in debt servicing obligations restricted third-period economic growth.

2. Fiscal Stimulus Effect: Infrastructure expenditures and policies that expanded liquidity were
the largest drivers for GDP growth. This builds on research by Rao (2020), who emphasized the
importance of liquidity in the private sector's market stimulation.
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3. Sectoral Disparities: The number of workers lost during the pandemic was highest in
manufacturing (29%) and services (27%), and in line with the centrality of these industries to
global patterns of job losses during the pandemic (Goyal, 2020; Ramakumar & Kanitkar, 2020).

4. Debt Composition: As public debt hit 81% of GDP, domestic borrowing rose in proportion,
Srivastava et al. (2020) note. It doesn’t enhance fiscal flexibility but does provide a new
direction for domestic finance to cut down on currency rate concerns.

Related Research

The findings are consistent with international research on fiscal policy during an economic
recovery. For instance, Blanchard et al. (2015) find that well-targeted fiscal measures can
cushion the impact of recession but that if they must be used, they need to be carefully managed
to avoid problems of long-term debt sustainability. In terms of liquidity measures, India is on
similar lines to those adopted by the United States in the 2008 financial crisis (Mohan, 2008).
Implications

* Policy Prioritisation: Policymakers should therefore top infrastructure development and
liquidity measures to optimise the effects of GDP growth. « Debt Management: To effectively
deal with public debt management, we need techniques that will ensure boosting atrevenue for
mobilisation and minimising its dependence on external borrowing.

* Sectoral Focus: Employment levels and equitable development should be focused interventions
in manufacturing and service sectors.

Gap in Research

Although there are many works discussing India's fiscal policies, studies that go into detail about
the actual role of fiscal policies during the post-pandemic recovery stage aren’t available. In
many ways, a lot of research on fiscal policy has either disregarded the short-term consequences
of the crisis or, in contrast to the latter, has focused on longer-term recovery patterns. More
specifically, there is much less research on the integration of a study of sectoral recovery, fiscal
stimulus policies, and the study of effects of the fiscal deficit on India’s post-pandemic economic
breakthrough. Research now available does not cover how sector-specific fiscal interventions can
be designed to enhance development in the manufacturing and services sectors, two hardest hit
by the pandemic. In addition, there is little understanding of the changing composition of public
debt and what its implications for long-term sustainability and fiscal flexibility might be. While
there have been a lot of papers on the fiscal deficit, which was a major worry during the
pandemic, there is not much work on yet analysing how the levels of the deficit affected the
recovery of GDP growth post-pandemic. This research closes the gap by looking at these
important factors and offering empirically based policy solutions.

Suggestions for the Future

Results of the study can be used to make several recommendations for future fiscal policies in
India. First and foremost, the authorities need to work hard to ensure that they adhere to
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budgetary restraint in doing their work while simultaneously looking for means of earnings,
which does not hugely tax the economy. From that, it may mean, regarding the informal sector,
reducing tax evasion and improving tax compliance. Targeted fiscal stimulus in terms of such
things as infrastructure building and additional supply of liquidity to sectors that show the
greatest potential to create jobs and encourage economic growth are the manufacturing and
service-orientated sectors. These industries should be given specific attention to develop by
floating the government with supporting initiatives and financial incentives for creating jobs in
such institutions. The report also says that the government must cut its dependence on foreign
debt and that it should prioritise local borrowing because it’s less risky from exchange rate
fluctuations. Future fiscal policies should be based on long-term structural efforts that would
diversify the economy and mitigate its vulnerability to future global shocks. In the end, last but
not least, and finally, on the economic development front, the targeting of social welfare
programs must also be improved in order to ensure that government financial resources are best
disbursed to most disadvantaged groups of people to promote inclusive development.

Conclusion

This paper measures the contribution of fiscal measures to economic development during India’s
post-pandemic recovery. The results demonstrate that fiscal deficits and real GDP growth rates
become dramatically less correlated, an indication of the challenge that bigger fiscal deficits
create for economic recovery. However, fiscal stimulus measures that affected GDP growth most
significantly were measures related to infrastructure investments and liquidity improvements;
this need to be immediate and targeted. In fact, the data reveals that the pandemic caused a
disproportionately adverse impact on jobs in the manufacturing and services sectors, with a
corresponding loss of jobs. This suggests the necessity for sector-specific actions supporting a
broader recovery. Meanwhile, the restructuring of the public debt composition happened too,
relying more heavily on domestic debt, which may reduce fiscal flexibility but less so foreign
fears. Despite difficulties, economic recovery has depended on fiscal stimulus plans. But only
sustainable budget deficits and public debt management are key factors for long-term
development and stability. The end results are in line with models of global recovery and suggest
that fiscal policies should involve short-run stimulation and long-term restraint of budget. To
ensure sustained economic development in the coming years, India’s post-pandemic recovery
needs to focus on sectoral reforms, debt management, and an inclusive growth plan.
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