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Abstract  

The Indian economy looked to be relatively insulated from the global financial crisis that started 

in August 2007 when the sub-prime mortgage crisis first surfaced in the United States (US). In 

fact, the Reserve Bank of India (RBI) was raising interest rates until August 2008 with the 

explicit objective of cooling the economy and bringing down the gross domestic product (GDP) 

growth rate, which visibly had moved above the rate of potential output growth and was 

contributing to the buildup of inflationary pressures in the economy. This paper attempts an 

analysis of the origin and causes of global financial crisis and the impact of the crisis on the 

Indian economy 
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Introduction 

Begging of financial crises 

On 15 September 2008, Lehman Brothers [a Wall Street investment bank] filed for bankruptcy. 

This is generally considered to be the day the economic crisis began in earnest. The then-

president George W Bush announced that there would be no bail-out. “Lehman‟s, one of the 

oldest, richest, most powerful investment banks in the world, was not too big to fail,” 

India, is a largest economy, has been facing major challenges owing to the global financial crisis. 

The immediate effects were plummeting stock prices, a net outflow of foreign capital, a large 
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reduction in foreign reserves and a sharp tightening of domestic liquidity. These caused a rapid 

depreciation of the exchange rate and a surge in short-term interest rates. The second round 

effects emerged from a slowdown in domestic demand and exports. Demand effects have been 

particularly severe in housing, construction, consumer durables and the IT sector. As a result, 

manufacturing production has taken a hit and activities in the organized services sector (housing, 

construction, IT) are down sharply. Exports declined for two consecutive months in October and 

November 2008. A recent government study estimates job losses to the tune of five hundred 

thousand between October and December 2008. GDP growth rate is now estimated at around 7 

percent for 2008, down from 9 percent in 2007, and is projected to decline to around 5 percent in 

2009. The monetary and fiscal stimulus package is expected to contain the downward slide in 

demand in 2009 while providing a good basis for recovery in 2009. 

Globalization has ensured that the India economy and financial markets cannot stay insulated 

from the present financial crises in the developed economics as per seen financial crises has 

approached in Globe after some decades. 

 Obviously its insinuations on human resource firing, young management and IT graduates never 

expected such most horrible economic state o f affairs in the society, which led to firing and 

cutting their costs, blistering discussion in weekends it is exclusively meant for firing, and fining 

solution. How long it will persist. Which companies are best in retaining employees, paying 

more b benefits? 

Most trusted and tenable companies not able to sustain their promises what they have given at 

the onset. It would harmfully make bang on all other areas in society, paying muscle is coming 

down, the inflation is not reducing but the placard itself is changing to depletion it leads to 

societies “purchasing power will become downbeat or zero.” 

An average some thousands firing are captivating for one munute in the orb, including India 

predominantly Indian IT companies and banks indemnity and Telecommunication companies  

Impact of Global Financial Crisis on employment in India 

Pragotieditorial teams subhanil Chowdhury delves into the cause of the layoffs in the Indian 

economy amidst the slowdown and argues for public expenditure and investment that will put 

purchasing power in the hands of the people as the way out. An earlier article on the same issue 

by the author can be found here 

On November 3 the Prime Minister of India Dr. Manmohan Singh urged the Indian industries, 

not to cut jobs. He said “While every effort needs to be made to cut cost and raise productivity, I 

hope here will be no knee-jerk reaction such as large scale layoffs, which may lead to a negative 

spiral” 
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Job loss in the India Economy 

We have seen that the performance of the Indian corporate sector has been adversely affected. 

The results of the second quarter for this fiscal year show that the aggregate profit growth for the 

corporate section as a whole has come down. The main reasons for such decline in profits being 

rise in interest costs and raw materials prices. In the wake of such decline in Profits, the Indian 

corporate section had to cut down on cost. In this regard, retrenchment of workers was thought to 

be an effective way of cutting cost. The move by Jet Airways to retrench 800 employees was 

done primarily on the basis of the above thinking on part of the Jet management. Due to other 

reasons it was withdrawn by the Jet Airways` 

 TATa motors announced the shutdown of its Pune unit for 6 days in November which 

will follow a three day closure of its Jamshedpur plant 

 Ashok Leyland, the second largest producer of trucks, drove in tandem, slashing its 

weekly working day to three. 

 JSW steel opted for a 20% cut in output this month 

 DBS has decidedto cut 900 jobs 

 Cement manufacturers have reduced capacity utilization to about 85% because of a 

sharp fall in demand from the realty sector, which consumes about 55% of the total 

production 200 million tones. 

 150 or more pilots and hundreds of trained airhostesses have been rendered jobless as 

the economic turbulence is forcing airline companies to ground a significant part of 

their  

Top Most firing IT companies in India 

IBM right now is the most firing company for IT professionals, In the last 6 months this 

company  has fired 20% of their employees  because of BG check and performance 

issues, This is the most insecure company from an IT professionals point of view They 

don‟t have any strategic plans at HR polices regarding employees security 

TCS previously it was a Government  IT company Now a day‟s TCS also become firing 

IT company, recently they fired around 500 people TCS lost many projects recently ) 

especially British Telecom Projects) 

Accenture- This second top most firing company, the firing rate is around 10% this 

depends upon outsourced projects. They have a unique system where Accenture 

development centers on the world bid for the project coming into the company. Currently 

Philippines centre in taking the cake and the Indian centers are in a firing more. 

Wipro – Firing people with very  frequent back ground checks and firing them without 

even knowledge letters and relieving letters ( will mention as terminated from services) 
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but  will promise the employees that they will retain them. After the project ct is over 

they will fire away. Will threaten of criminal cases against such employees if they 

combat the move and also fired against some 

Where did the crisis start? 

“The crash first struck the banking and financial system of the United States, with spill-over‟s 

into Europe,” Danton explains. “Here, another crisis – one of sovereign debt – arose from the 

flawed design of the eurozone; this allowed countries such as Greece to borrow on similar terms 

to Germany in the confidence that the eurozone would bail out the debtors. 

“When the crisis hit, the European Central Bank refused to reschedule or mutualism debt and 

instead offered a rescue package – on the condition that the stricken nations pursued policies of 

austerity.” 

What were the consequences of the 2008 financial crisis? 

In the short term, an enormous bail-out – governments pumping billions into stricken banks – 

averted a complete collapse of the financial system. In the long term, the impact of the crash has 

been enormous: depressed wages, austerity and deep political instability. Ten years on, we‟re 

still living with the consequences. 

s the 2008 financial crisis unusual in being so sudden and so unexpected? 

“There was a complacent assumption that crises were a thing of the past, and that there was a 

„great moderation‟ – the idea that, over the previous 20 or so years, macroeconomic volatility 

had declined,” says Daunton. 

“The variability in inflation and output had declined to half of the level of the 1980s, so that the 

economic uncertainty of households and firms was reduced and employment was more stable. 

How did politicians and policymakers try to ‘solve’ the 2008 financial crisis? 

Initially, policymakers reacted quite successfully, says Newton. “Following the ideas of, 

governments didn‟t use public spending cuts as a means of reducing debt. Instead, there were 

modest national re-flations, designed to sustain economic activity and employment, and 

replenish bank and corporate balance sheets via growth. 

“These packages were supplemented by a major expansion of the IMF‟s resources, to assist 

nations in severe deficit and offset pressures on them to cut back which could set off a downward 

spiral of trade. Together, these steps prevented the onset of a major global slump in output and 

employment. 
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“By 2010, outside the USA, these measures had been generally suspended in favour of 

„austerity‟, meaning severe economies in public spending. Austerity led to national and 

international slowdowns, notably in the UK and the eurozone. It did not, however, provoke a 

slump – largely thanks to massive spending on the part of China, which, for example, consumed 

45 per cent more cement between 2011 and 2013 than the US had used in the whole of the 20th 

century.” 

Daunton adds: “Quantitative easing worked in stopping the crisis becoming as intense as in the 

Great Depression. The international institutions of the World Trade Organisation also played 

their part, preventing a trade war. But historians might look back and point to grievances that 

arose from the decision to bail out the financial sector, and the impact of austerity on citizens‟ 

quality of life.” 

Impacts of the US Financial Crisis on India 

 Though in the beginning Indian official denied the impact of US meltdown affecting the Indian 

economy but later the government had to acknowledge the fact that US financial crisis will have 

some impact on the Indian economy. The US meltdown which shook the world had little impact 

on India, because of India‟s strong fundamental and less exposure of Indian financial sector with 

the global financial market. Perhaps this has saved Indian economy from being swayed over 

instantly. Unlike in US where capitalism rules, in India, market is closely regulated by the 

government. 

When the financial crises erupted in a comprehensive manner on Wall Street there was some 

premature triumphalism among Indian policymakers and media persons. It was argued that the 

crises would not affect, because of the strong fundamentals of the economy and the supposedly 

well regulated banking system. 

 Indian banks in general have very little publicity to the deadly or distressed assets market of the 

world and have taken less risk than their peers abroad.  

Therefore, the direct impact on India is expected to minimal. The less risk you take, the more 

well be safer you are. This however, begs the question, “Why the Indian did banks take less risk” 

The answer lies in the wise regulation and meticulous supervision by the Reserve Bank of India. 

At a press conference on the “World Economic Outlook” in Washington earlier second week of 

October, 2008 IMFs Economic Counselor and Director (Research and Development) Oliver 

Blanchard noted that Indian economy continue to do well despite the impact o f global liquidity 

crunch “We do not see (a) major tow from this impact on the country-overall we see the Indian 

economy continuing to perform well 

On the contrary to the above view, the US financial crises has hand its reverberation on both 

developed and developing world, It is not possible to insulate Indian economy completely from 
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what is happening in the financial system of the world. This crisis has shown that an increasingly 

inter-connected world means there are always know-on effects and as a result, India has had 

more exposure to problems stemming from the West and the indirect impact will be through 

trade and capital flows. Our Prime minister, Dr. Manmohan Sing, in the 7
th

 Asia-Europe meeting 

( ASEM) in Beijing, has expressed confidence in the ability of the Indian economy to grow at 7 

to 7.5 percent in 2008 but however, he said the  country “ cannot remain totally unaffected when 

the global economy and financial system are in deep trouble” Noting that the stock market and 

rupee were under pressure due to capital outflows caused by panicky foreign  institutional 

investors, he warned “ Sooner or later the real economy is bound to experience the pain 

After a long spell of growth, the Indian economy is experiencing a downturn Industrial growth is 

faltering the current account deficit is widening foreign exchange reserves are depleting the 

rupee is depreciating and the Sensex has crashed and risk of job losses and associated problems 

such as social unrest. All of these deployments are not unrelated to the financial crisis in the 

markets of developed countries, which affects India in much way 

India and China are the among the world‟s fastest growing nations and after Japan, are the 

largest economies in Asia, from 2007 to 2008 India‟s economy grew by whopping 9%. Much of 

its is fuelled by its domestic market, However, that has not been enough to shield it from the 

effect of the global financial c rises, and it is expected that in date will show that by March 2009 

that India growth will lhave slowed quickly to 7.1 % Although this is a very impressive growth 

figure even in good times the speed at which it has dropped the sharp slowdown is that is 

concerning. 

Indirect Effect 

The indirect impact will be through trade and capital flows. With the fall of international 

commodity prices such as crude oil, the import bill will come down sharply from earlier 

estimates. 

On the other hand export growth will be adversely affected by the recession in the developed 

world. It will have an impact both on merchandise exports and imports together  
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Foreign change reserve 

Table 1 shows Foreign Exchange Reserve 

Year  US  Billion  

31
st
 March 2006 151,622 

30 sep 2006 165305 

31
st
 March 2007 199179 

March 2008 247761 

31
st
 March 2008 309723 

30 sep 2008 286336 

31
st
 March 2009 251985 

  

  The Chat shows Foreign exchange reserve from 2006 to 2009 

 

 

Source: RBI 

The above table shows a steady increase in foreign exchange reserve of India. But in the wake of 

global financial crises its sharply decreased from US 286336 billion on 30
th

 sep 2008 to 251985 

billion on 31
st
 march 2009 owing to current account deficit and coupled  with dry up in capital 

inflows. Foreign Institutional Investors have already disinvested and taken out close to US dollar 

10 billion. This has had most serious impact on the stock market Stock prices have fallen by 60 

percent from the peak they had reached in Jan 2008 
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Exports  

Gross Domestic Production has increased significantly in the recent past, indicating a better 

performance of the export sector. However as a result of the economic recession in the US A the 

export of India has been adversely affected. Several export industries such as textiles have been 

hit by the recession and the subsequent slowdown in demand I n the United States. For instance 

for textile and Garment exporters in India, drop in demand from the US in this winter season is 

estimated to be of the order of 25 percent. Many export oriented industries including auto, 

pharmaceuticals and textiles are facing the risk of defaults or delayed payments by firms that 

have turned bankrupt in the US For the first time in five year India‟s export growth has turned 

negative.  Export for October 2008 contracted by 15 percent on year on year basis. This shows 

that the external demand route for the Indian corporate sector also drying out in the wake of the 

global economic crisis. Today, with a 20 percent per annum growth rate. India‟s exports have 

passed USS 169 billion (2008-9) while imports have increased to US 288 billion, having grown 

at about 25 percent per annum since 200-01 

Employment 

In India too job losses are now finding some mention. When covered in the media, it‟s mostly 

about jobs in the IT sector, or those lost in related fields in the organized sector. There is clear 

evidence that job losses have worsened in the many sectors in the recent past, posing a threat to 

the over all inclusive growth prospects. 

Table 2 shows progression of employment in financial crises period  
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The above table and graph shows the trend of job losers during crises period but drastically 

improved from the year started financial crises  

 

CONCLUSION 

To increase the global growth the Government initial policies aimed at raising aggregate demand 

focused on Major infrastructure expenditure, Roads, mass transit, raise the level of Government 

outlays on health care and education the slowdown will not affect where there is a talent and 

skilled human and physical resources. In this connection in G 20 the policy makers find a limit of 

maximum profit on any investment or business and agree for a suitable monitoring system in 

their respective countries them all short of non ethical practices will not happen again and 

definitely not such catastrophe again International Monetary Fund IMF is trying hard to recover 

the economies of the world there is need to Whiteland watch the effort and performance to 

improve the situation of the world economy 

Financial flare up abrupt effect on wealth market next is only on employees firing, which dur to 

termination of projects by the world bank many top companies are giving pink slips to their 

employees, I can muscularly advocate that the Government must take corrective measures to 

cope financial flare-up [, policies and decision, packages are to be announced by the Government 

to overcome the financial crises and avoiding employees sacking  
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