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CHANGES IN ECONOMIC BEHAVIOUR OF
PEOPLE DURING COVID-19 PANDEMIC
SITUATION IN MUMBAI WITH RELATION TO
HOUSEHOLD EXPENDITURE

Dr. Rajesh Bombe

ABSTRACT

In the contemporary world, the life of people is moving very fast in achieving their goals.
In this process of development, the environment is being degraded in a very bad manner:
However, none of the nation has come up with special laws and provisions to protect the
environment. In the whole set up, it was found that due to killing of animals and bird
species and consuming these raw creatures, the Corona Virus have spread among citizens
in China and later on from China in the whole world. This contagious disease has killed
many people and has affected the life of human beings adversely. Now to control this
situation, the Government of many of the nations has called out for ‘lockdown’, where
there was closure of all the organizations and institutions (only the necessary ones were
kept open). Due to this situation, the lives of people have come to a halt. They had
experienced different situations staying at home, both personally and professionally. The
present paper aims to understand the changes in economic behaviour of people during
COVID-19 pandemic situation in Mumbai with relation to household expenditure

Keywords: Covid -19, Lockdown, Physical impact, Psychological Impact

1. INTRODUCTION

The corona virus has affected on the economy, financial market and vulnerable industries like
manufacturing, tour and travel and hotels. The travel and tourism industry shares 10% of global
GDP and due to corona virus, around 50 million personnel jobs are at risk in the overall world.
This is effect on global tourism as well as smalls, micro enterprise unit has been closed down
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also much big travel, and hospitality companies are shutting down. This has affected today people
who are self employed or working informally in this environment or in part time. Many countries
government has announced some economic measures and relief for the people who have lost their
job or to safeguard their jobs, support for self employed, guaranteed wages, but not a proper
clarification is given in many countries about implementation of this measures and how exactly
people will manage those loss of income. Therefore, in like this environment, people have to go
back to base level and make again sound financial plan. The outbreak of corona virus and impact
on the economy is continuously dominating the news reports. Key concern for many people is
the way to manage the finances in this global pandemic. People are facing many questions like
payment of their EMI, Credit cards and other bill payment, loans and debt as well as day-to-day
expenses. The savings of people are getting exhaust.

2. LITERATURE REVIEW

Covid-19 has affected the whole world and even it has a huge effect on the savings of people.
It has even affected our spending habits, now people first think- how, when and where to spend.
From the beginning of our career, my parents used to insist on saving money. In the initial years,
saving is a little difficult as we have just started to earn money and we want to buy each and
everything that we like. Covid-19 has taught us to save more and spend less. Nowadays, people
are not spending more due to lockdown (www.timesofindia.indiatimes.com). They are not shopping,
not spending on leisure, not travelling and neither are they eating outside food. We always say
the future is uncertain and Covid-19 is the most uncertain situation. Now our lifestyle has
changed and also our spending habits. People are getting pay cuts, losing jobs, etc. So now,
people are spending only on necessities like grocery, vegetables, etc., rent, education, insurance,
EMIs, etc. There is change in the behaviour of Indian consumers now there is no impulse buying
and discretionary expenses have reduced (Chakraborty, 2020). The situation has made us realize
that financial planning is very important. One must create an emergency fund, which should be
at least 6 months of the expenses (Bopche, 2020). One should start investing in liquid instruments
or recurring deposits or SIPs because as of now, it is essential to hold cash. By investing in liquid
assets, one gets a minimum return, as idle cash earns no return. One should increase the savings
with the increase in income. People are concerned that their savings will finish soon. It is found
that few people are saving more, as now they do not have access to spend due to lockdown
situations. On the other hand, it is also observed that few people are not able to save due to pay
cuts. It is also discovered that due to COVID-19, few people have withdrawn their savings like
fixed deposits, recurring deposits, etc. This is not the time to borrow so you must delay your
expenses like buying a car or home, etc. As per RBI report, now the people are hesitant to take
loans, education loan reduced by 0.8%, personal loan by 2.9%, vehicle loan by 2.7% and home
loan by 0.7% (www.financialexpress.com). A survey revealed that nowadays people are more
concerned about job security. According to a survey conducted by BankBazaar, it was revealed
that 52% respondents are giving more importance to savings, investment and repayment of debt
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(Chakraborty, 2020). According to a survey done in March 2020 from 769 respondents belonging
to Delhi-NCR, Uttar Pradesh, Madhya Pradesh, Jharkhand and Bihar revealed that they do not
have any sort of savings to compensate for the business or occupation misfortune that they will
endure as a result of the Covid-19 in India (Mishra, 2020). People are not ready to invest in this
situation. Individuals do not have cash to spare. If the current situation continues for another few
months, at that point individuals will be compelled to take their reserve funds to purchase
essential products for their existence. The pandemic has caused tremendous ramifications on
common Indian lives and on their savings and investment pattern. All the markets and malls are
opening but we have to be cautious on where to spend. Let us hope that the saving habit of young
people may continue even after this pandemic is over.

3. OBJECTIVES OF THE STUDY

With the spread of pandemic Covid 19, there is a lot of change experienced by the people across
the globe in terms of changes in houschold expenditures. The main objectives of the present study
are:-

3.1 To find out whether there is any change of economic behaviour of people in terms of their
household expenditure in Mumbai

3.2 To understand the management options undertaken by the people of Mumbai to handle the
financial crisis.

4. HYPOTHESIS OF THE STUDY

4.1 Hypothesis 1
HO - There is no significant difference between the average monthly family income during the
pre and post COVID period among the people from Mumbai city.

HI1 - There is no significant difference between the average monthly family income during the
pre and post COVID period among the people from Mumbai city.

4.2 Hypothesis 2
HO - There is no association between economic burden in the pre and post COVID situation.
H1 - There is association between economic burden in the pre and post COVID situation.

4.3 Hypothesis 3
HO - People have not purchased expensive and luxurious products during COVID-19 phase.
H1 - People have purchased expensive and luxurious products during COVID-19 phase.
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5. DATA AND METHODOLOGY

The present study is based on the both primary and secondary data. The primary data is collected
with the help of a questionnaire, where the data was gathered with the help of Google forms as
well as telephonic interviews of 40 respondents. At the same time, the secondary data was
collected from the newspapers, magazines and daily reports on Covid — 19 situation from Television
news.

6. RESEARCH FINDINGS

The COVID-19 pandemic had its economic as well as financial impact on businesses, jobs and
incomes across socio-economic sections, forcing everyone to take stock and reconsider their
financial plans. Recent surveys done by BankBazaar.com and Indialends.comshowed that Indians
are worried about their future relating to finance and are focusing more and more on the savings.
Now another survey titled PayNearby India Savings Behaviour, conducted with 10,000 respondents
of people group of low-level income, has shown that 55% of population is also keen to save more
and more so that they are able to manage situations like COVID-19 further in the future. Also
as per PayNearby, report lower-income groups are at an added disadvantage because of their
financial illiteracy.

The survey revealed that people have now become more conservative for their financial priorities,
with discretionary spending falling and saving, investing and loan repayment rising to the top of
the list. When people were questioned about their topmost financial priority post pandemic, 52%
respondent said saving the money, making investment and repayment of their debt, 24% respondent
said household expenses, utilities and education; and 13% respondent said healthcare and insurance.
The India Lends survey corroborated a, showing that 82% of Indians are suffering from the
financial brunt of COVID-19. Of the total 5,000 people who were taken in the survey, 94% of
them said they should be extra careful about their spending money in the upcoming months; 84%
respondent said they are cutting their spending, and 90% respondent expressed concerns about
their savings and financial future.

While all sections have taken a hit, but the worst affected was the low-income bracket. As per
recent report by CreditVidya revealed that the income of the mid-market segment was hit by 17%,
and the affluent segment’s income suffered the least staying 10% below the pre-covid levels,
incomes of mass-market or low-income segment (income below ' 20,000) were strongly hit,
remaining 37% below the pre-covid levels.

A survey of Generali, an insurance and asset management company in Italy, showed that around
80% of the working class in India has experienced income loss and more than 90% of them are
getting prepared for even more hardship in the upcoming future.
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Along with the more significant impact on lower income group finances, they are also at further
disadvantage because of low financial inclusion and unawareness, which means they are not
being able to use as many resources when it comes to saving and investing. Financial literacy and
inclusiveness can help combat the devastating effects the pandemic has had on the earnings and
savings on the better part of the population. However, the process of spreading awareness itself
can be a challenge right now given the covid-19-related circumstances.
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Have you tried any cost cutting to manage the household expenses?

AL reaponER

If yes, in which items cost cutting was applied?

A0 responsos

Groceties o 7 (17.5%

Clothes MRS

Jwalieey

Electricity Consumption
Outsite Food/ tovroation

Fransportalan
Madicines] f--3 {7 5%}

Vegetablesiaik B4 (10%5
Not Applicabio - § 25%;
NANE -1 (2 5%

o

10 {2%)

@ Yes
@ Ne

......... B 25 {657}
ZA ST 5%}

24 (BU%)

PR PR 20 (5%}

28 et

The necessary items were purchased by you during the normat situation from?

A FREPONRER

W Ontine Channets
M Ratast Marker
% Wholesals Maiket

The necossary items were purctiased by you during the COVID-19 situation from?

AL renproases

@ Ontioe Channels
% Retod Marknt
i Woolesule Ratke)

e R R

———————— e, P e



s P i

CHANGES IN ECONOMIC BEHAVIOUR OF PEOPLE DURING COVID-19
PANDEMIC SITUATION IN MUMBAI WITH RELATION TO HOUSEHOLD
EXPENDITURE

123

Have you purchased any expensive /7 luxurious commadity during COVID-19 period?
41 résponses

& ves
@ ho

P BEA%

Have you made any new investments in health, life, property, gold, ets durign COVID 19 period?
A responses

& vos
& No
o Maybe

Do you Prore saving hakit?
AF rasnpronse s

- You
o Ne

Are you able 1o save at the sane rate, dhuring the COVID-IP paritd. 1o what you were saving
earkior?
A FRBPONRES




124 CHANGES IN ECONOMIC BEHAVIOUR OF PEOPLE DURING COVID-19

PANDEMIC SITUATION IN MUMBAI WITH RELATION TO HOUSEHOLD
EXPENDITURE

Were you able to manage the household expenditure during the COVID-19 situation?
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Interpretation

From the above graphs, it can be seen that the survey was conducted by questionnaire method
via online Google form. Links were sent to record responses. 40 responses were recorded. The
first thing was found out is that average income during both normal and COVID-19 situations.
It was seen that 30% were having more than Rs.80000 monthly and the same income group were
17.5% during COVID-19 situation. Before COVID-19 only 7.5%, people were having less than
20000 income, but at covid-19 pandemic more than 25% were less than Rs.20000 monthly, that
of Rs.20000 to Rs.40000 were 30% during pandemics, and before pandemic, it was 20%. Around
20% were having income from Rs.40000 to Rs.60000 in both normal situation and COVID-19
situation. Along with this 72.5% people agreed that their average family income has changed
during COVID-19 period and out of that, 52.5% people agreed that their change was negative
that means decrease in average income, only 25% said positive results balance said had no effect.
Also 57.5% said that their total family’s member’s irnicome sources had been reduced due to
COVID-19 and 12.5% said there were reductions only to some extent, while 30% respondent said
they had no effect on their family income source.

Out of 40 responses 65% said that there is an economic burden to manage their day-to-day
expenses in this pandemic period and balance the burden free. 72.5% person people said that they
: tried cost-cutting to manage their day-to-day business and mainly cost cutting was made on
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purchase of clothes and reducing the expenses on traveling by visiting different places both the
things were 65% i.e 26 respondent each, followed by outside food (60% i.e. 24 respondents),
jeweler (57.5% i.e. 23 respondent), transportation (45%, i.e. 18 respondent), electricity consumption
(25% i.e. 10 respondent), grocery (17.5% i.e. 7 respondent). People were also asked from where
they purchased the necessary items during both normal situations and in COVID-19 situations.
In the normal situation, nearly 67.5% said they purchase from the retail market and in
COVID-19, situation 50% respondents said the same. The percentage of purchase of items online
increased to 37.5% from 12.5% and the same for the wholesale market decreased from 20% to
12.5%. Around 33 respondents agreed that they were having saving habits but 24 respondents
said that they were unable to save during this pandemic. 16 people said that they were unable
to manage their day to day household expenses and other 16 people said they manage somehow
and balance 8 were able to manage.

Out of the total respondent Only 8 respondent’s family members were tested positive for
COVID-19 out of which 5 were hospitalized mainly in government hospitals or else they were
having mediclaim and others were taken treatment at home.

So overall 45% agreed that their savings has decreased by great extent and nearly 27.5% said by
some extent and others said no. Nearly 22.5% said they manage the situation by doing cost
cutting and 15% said they manage the situation by taking loans from banks or other ways.

Therefore, from overall study we get to know almost many people’s and family income has been
reduced or suffered. To control that they have either broken their savings or started doing cost
cutting or both. People reduced their extra spending like on travels, jewelry, Non-necessary
goods, etc. during covid-19 pandemic. This pandemic has also affected the saving habits of the
people badly. People are unable to manage their day-to-day expenses. In addition, to manage that
some have taken loans from banks, financial institutions, friends, relatives, etc.

7. CONCLUSION

It was found out from the study that the recent COVID-19 pandemic has seriously affected the
life of people. Their financial expenditure was increasing in terms of medication on one hand and
income was reducing due to the lockdown phase. From the above discussion, it is clear that the
average monthly family income has reduced during COVID-19 period. This was particularly due
to lockdown, loss of jobs and irregularities in the business. Thus, the first hypothesis of the study,
“There is no significant difference between the average monthly family income during the pre and
post covid period among the people from Mumbai city’, has to be rejected, accepting the alternative
hypothesis.

At the same time, it was seen that due to less source of income, financial burden was experienced
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by the people, particularly in meeting their daily household expenses. From the data collected,
it was found that this burden was felt only during the covid period. This helps the researchers
to come to the fact that the second hypothesis of the study- ‘There is no association between the
economic burden in pre and post covid situation’ has to be accepted.

Finally after the survey it was found that people have tried to minimize their expenses on
luxurious products and services, particularly during the COVID-19 phase, accepting the third
hypothesis of the study- ‘people have not purchased expensive and luxurious products during
COVID-19 phase’.

Overall, it was concluded from the study that, COVID-19 had created an additional pressure on
the people in managing their household’s expenses. The savings of the people have reduced. At
the same time due to reduction in the monthly family income, cost cutting had to be implemented.
No luxurious products) services were purchased during the pandemic situation.
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