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Abstract— the main effects of recession on IT industry in 

India are unemployment, decrease in salary, losses in tax and 

revenue of Government, profit of company and employee’s 

future life. Recession has direct impact on the profitability of 

IT companies. Due to global economic slowdown, Indian IT 

sector had slower growth, thereby decreasing profitability. At 

that time, there were no sufficient works towards software 

development. Companies did not achieve their profit target 

and were forced to go to a severe level of cost cutting for its 

survival.  Due to this, some companies laid-off software 

engineers. Hence, he/she becomes a defaulter of bank loan, 

insurance premium, credit cards and many more leading to 

depression and frustration in life. This resulted in many 

suicide cases. A slowdown in the US economy had directly 

impacted the Indian IT industry very badly. Indian companies 

have major sources of income from the US and since the US 

Government stopped outsourcing, it resulted in reduction in 

the revenues received from income tax. Banks faced shortage 

of liquidity and they started to withdraw their investment 

from the IT Industry in India. This resulted in the falling of 

share markets. All the above reasons clearly prove that 

recession is a disaster as it resulted in sociological, 

economical and psychological impacts. The background to 

the problem is the economic slowdown in US in 2008 caused 

by the burst of housing bubble which engulfed the entire 

world in its grip. Due to India’s rapid and growing integration 

into the global economy, it has been hit by the global 

meltdown in the form of recession. In an interconnected 

global economy, recession in one part of the world has the 

potential to disrupt the economies of other countries in a 

major way. 
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I. INTRODUCTION 

The global financial crisis that took place in 2007 has cast its 

long shadow on the economies of many countries, resulting 

in what has been called as the ‘Great Recession’. This started 

as a seemingly isolated turbulence in the sub-prime segment 

of the US housing market which mutated and was fully blown 

into recession by the end of 2007. There is a proverbial truth 

that when the US catches a cold the rest of the world sneezes 

and this appears to be vindicated as the systemically 

important economies of the European Union and Japan went 

collectively into recession by mid-2008. The year of 2009 

was the first year since World War II that the world was in 

recession, a calamitous turn around on the boom years of 

2002-2007. 

II. OBJECTIVES 

 To analyse the impact of recession on Indian IT Sector. 

 To understand the recession in the global perspective. 

III. HYPOTHESIS 

Economic Recession in IT sector in India from 2008-09 can 

be qualified as a disaster. 

IV. WHAT IS RECESSION? 

A recession is a decline in the growth of a country's gross 

domestic product (GDP) for two or more consecutive quarters 

of a year. This can be preceded by several quarters of slowing 

down. Therefore Recession is nothing but a slowdown or a 

massive contraction in economic activities of a country.. 

Generally a significant fall in spending leads to a recession. 

V. WHETHER RECESSION CAN BE CLASSIFIED AS A 

DISASTER? 

The definition of disaster according to the Oxford English 

Dictionary is “An event or fact that has unfortunate 

consequences”. Since the Great Recession 2007-09 was an 

event that upturned the whole world causing great losses to 

both the economies and the people this can be classified as a 

disaster. 

VI. INTERNATIONAL SCENARIO 

Starting in mid-2007, the global recession crisis quickly 

metamorphosed from the bursting of the housing bubble that 

took place in the USA to the worst recession the world has 

ever witnessed in the six decades. 

The widely-held perceptions during the boom years 

before the crisis was that the global economy was in no way 

as stable as suggested and at the same time the majority of the 

world’s poor had no sufficient benefits from stronger 

economic growth. The more complex and interlinked factors 

behind the global recession of 2007 are loose monetary 

policy, global imbalances, misperception of risk and lax 

financial regulation. 

The historical perspective on the years leading up to 

the financial crisis shows that the global economy was in no 

way stable as suggested by many observers. The crisis was 

largely unexpected and due to its complex roots, it continued 

to puzzle many policymakers, economists and other 

commentators as it unravelled and sucked in banks and 

companies at first, and then the economies across the globe. 

This collapse in the real economy has had devastating 

consequences in the households as a result of rising 

unemployment and surging poverty. Also, some countries 

have been affected more than the others due to differences in 

the initial conditions such as the state of economy, labour 

market, fiscal space, institutional framework and exposure to 

direct and indirect impact of the crisis via the credit and trade 

channels. 

VII. INDIAN SCENARIO 

The impact of the crisis is deeper than the actual estimation 

by our policy makers although it is less severe than in the 
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other emerging economic markets. Moreover the Indian 

banking system was one of the least affected in the whole 

world and this has been praised by many of the world 

economists and financial experts. Despite the following 

mitigating factors, India too had to face the negative impact 

of the crisis due to the rising two-way trade in goods and 

services and other financial integration with the rest of the 

world. 

VIII. IMPACT OF THE RECESSION ON INDIAN IT SECTOR 

The global economic slowdown has made it a roller coaster 

ride upturning the world economies. Asia Pacific had 

experienced a deferred impact of the global crisis. The 

expectations of a dull GDP growth and the consequent 

reduction of IT spending. Countries which have higher 

dependency on the export markets will be affected more than 

the other countries with a stronger domestic demand. India is 

one of the world’s fastest-growing tech markets, thriving 

mainly on its exports had also experienced the tremors of this 

global economic crisis. If the IT spending is to be calculated 

as a percentage of revenue it normally varies from 3.5 percent 

in manufacturing companies, 5-6 percent in global retail 

chains to about 9.5 percent in the banking industry. There was 

a marginal decline in these as the companies held spends on 

new IT deployments. 

IX. ANALYSIS OF THE IMPACT OF RECESSION ON THE IT 

SECTOR IN INDIA 

A. Survey Analysis 

The analysis of the survey based on the data collected from 

50 Senior IT professionals working in Hewlett-Packard, India 

is given below in the form of a pie-chart. 
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Fig. 1: Survey analysis 

X. FINDINGS 

A. Survey Results 

The key findings from the survey are as follows: 

1) Most of the companies had cut their discretionary 

spending to cut cost during recession. 

2) 84 percent of the respondents have confirmed that their 

Company’s turnover dropped down in the year 2008-09 

as compared to the previous year. This indicates that 

Recession did economically affect the IT sector. 

3) According to 30 percent of the respondents, the 

Government should discourage borrowing and increase 

exports of high priced commodities to offset the impact 

of recession. 

4) 20 percent of the respondents felt the Government should 

have taken steps to increase infrastructure spend, thereby 

creating alternate employment opportunities. 

5) Lastly, Recession largely resulted in Loss of jobs which 

lead to a rise in unemployment. In the current study, 40 

percent respondents have confirmed the same. 

XI. SUGGESTIONS 

India has a huge domestic demand which needs to be tapped. 

There should be a consistent policy making to transmit 

positive signals to the private sector for boosting the 

investment levels in the economy. Black money should be 

brought back and corruption should be curbed. The ethical 

and moral standards should be enhanced. In order to speed up 

the pace of economic development and also to attract foreign 

direct investment in our Indian economy, there is a significant 

need to ensure the protection of investors, their lives and 

money by maintaining proper law and order. 

Transparency is required in the process of setting up 

the bank rate, repo rate, reverse repo rate, CRR, SLR etc.so 

as to overcome similar crisis in future. The RBI must lower 

the policy rates inorder to cut down the costs of funds and 

also to boost the growth momentum. Both the monetary and 

fiscal policy should be co-ordinated so as to have an overall 

better performance of Indian economy. 

XII. CONCLUSION 

The researcher could infer that 2008 Recession led to a major 

workforce reduction in the IT/ITES sector leading to lot of 

unemployment in the country which had a cascading effect 

on the loan service by the persons who had lost their job. This 

led to a rise in MPA (Non-performing assets) of Banks 

leading to high inflation affecting the GDP of the country. Lot 

of projects were terminated midway greatly affecting the 

Company’s balance sheet. This led to a drop in the share 

prices eroding the network of shareholders. 

Thus, this clearly proves that the hypothesis is true. 

The recession in 2008 was a disaster as it impacted the 

sociological, economical and psychological factors of 

humans. This study mainly focusses on the economical and 

psychological factors. There are certain sources that claim 

that the suicide rates raised in the year 2008-09 among 

IT/ITES professionals due to recession in India. This clearly 

shows that the US Recession of 2008 was a disaster in the 

IT/ITES Sector of India. 
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