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Tlie Period Of Post Global Financial
Crisis (Restricted To 80 Global It
Firms)

The IT service industry has been
able to maintain growth throughout most
of 2008 with demands for IT and Business
Process Outsourcmg_(lTO/BPOi) holding
as executives continue to focus on
reducing costs via (offshore& outsourcing.
In the™ beginning  of 2009, however,
quarterly revenues of the top-10 services
firms started to fall, partly due to small and
short-term  IT _projects  (with ~ short
amortisation penods)] being favoured over
high-value and long-term "IT investments
and Total Contract Value (TCV)I falling
in 2009 compared to 2008 (OECD
2009d). Total employment by top-10 [T
services firms has slightly decreased in the
first half of 2009 compared with 2008, but
definitely not as stron%ly as in 2002, where
employment drogped v up_to 13%. In the
first half of 2009, top-"10 IT services firm
employed more than 638 (000 peoRIe,
which’is almost .4 000 employees less than
in 2008" (-1% _of total” workforce).
Compared to 2007, however, employmem
figure still show a 4% %rowm. Accenture.
Cap Gemini, and Atos Origin, who
together account for more than half of total
employment in 2008 among top-10 1
service companies, have “significantly
reduced the number of their empl%yees in
the first half of 2009 (Accenture; -9 000. -
5%;,Ca{l) Gemini: -2 000. -2%: Atos
Origin: -1, 500, -3%). Meanwhile, some IT
services firms such as Affiliated Computer
Services  and ~ Computer  Sciences
Corporation continued hiring in the first
half of 2009, preventing a deeper decrease
in - employment  (Affiliated”  Computer
Services: “+4 000 _employees. +6%:
Computer Sciences Corporation: +3 000.
+3%). Until now, no additional big layoffs
have' been announced by top-10 1
services  firms, su?gestln% that
employment will stay at almost the current
level until the end “of 2009. While not
laying off employees. If serxices firms

such as Cap Gemini have announeci.l
slow'er hmnq tor 2009. This is also the
case_for top Indian IT services firms such
as Tata Consultancy. Services (TC3) and
Infosys, which despite  the crisis still
expect to grow, albeit in single digit.

1 The Total Contract Value (TCV)n is the
potential revenue associated with the
outsourcing contract and estimated at the
start of the contract.

Offshore
Employment
As is the case for all costs, the
economic crisis has put IT services costs
under  pressure. Tliis ma¥ benefit
outsourcing due to increased internal co.si-
cutt!n? and perceived benefits from more
flexible external sourcing of IT and
Busingss Process (BP) services. In terms
of toiai IT budgets, forward looking
surveys undertaken in 2008 for the year
2009 “showed that many IT executives
Blanned to increase their IT budget in 2009
ut some were already planning to -cut
budgets as they had done in 2008. Recent
quarterly data’on the outsourci::g market
howev'er indicate that, despite the number
of outsourcing transactions still mcreasmgp
revenue . growth through IT and |
outsourcing xvill probably decline in 2009.
due to falling Total "Contract Vtilues
(TCV) (OECD. 2009d). Contrary to the
general trend, the Asia Pacific region is
Rerformln very well with TCV in the first
alf of 2009, " increasing by more than
1500% over the first half of 2008. although
from a low base. Against this background.
Indian ~ firms ~ providing = outsourcing
services. have  remaired relatively
optimistic _as they change their service
product mix to adapt to changing market
demands. They are still mcreasm(l; their
number  of  employees,  although
recruitment_is_slowing, Tata Consultancx’
Ser\ ices Z{TCS&, for “instance, - employed
almost 142 00U people in the first quarter
of 2009. This is a year-on-year increase of
21%. Recruitments already started to slovx
in the beginning of 2008, When new hiring

Outsourcing ~ And et



Software sector - output multiplier and
employment multiplier

State Out.pu-t Emplo.ym-ent
Multiplier Multiplier

Delhi 141 2.35
Chandi.”arh 1.92 1.49
Maharashtra 3.22 0.32
Andhra 1.15 3.87
Karnataka 1.45- 0.23
Kerala 1.64 2.56.
Tamil 1.46 0.67
Punjab .11 2.27
Haryana 1.62 2
Rajasthan 1.42 5.4
Uttar 131 1.43
West 1.4 2.18
Orissa 1.38 4.34
Madhya 1.84 5.45
Gujarat 2.25 13

The OQutput Multiplier for the
software sector varies from 111 lo 322
including the_unitary impact of the software
sector. The Enaployment Multiplier for tho
software industry' i$ in the range of 0.23 to
5.45 man-years per lakh of output at 2001-02

R/rllces. In_developing States like Orissa.
adhya Pradesh, . Rajasthan, etc, the
Fmnlovment ~ Multiplier is ~high  thus

indicating the existence of low ~technical
applications_and hI%h involvement of skilled
labour in ITES. The “horizontal " diffusion
level of ICT in these developing States
wwould be far higher than the developed
States where the Output Multiplier is hl%h
indicating higher “vertical ’ diffusion and the
Employment” Multiplier is low. In developed
States “like Maharashtra, Gujarat, etc., the
vertical Im_kage,s are hlﬁher due to the use of
hl?h technical input. Thus. IT plays a unique
role in hoth technically advanced as well as
developing States.

lo arrive at the ICI seclurs
Composite ~ Output . and ~ Employnieni
Multipliers, the ~W-gighted average of the
Output Multiplier of~ the hardware and
software sectors in key States was
calculated. The weights being the ratio of
national output of "the hardware and ihe
software sectors. For ICT as a whole, the
Output Multiplier is 2.3. \iz Rs 23 lakh

Stale Oi 'put Employ menl

M ulliplier Multiplier
Delhi ' 3.17 0.1
Maharashtra 2.71 0.36
Andhra 2.16 0.57
Karnataka 2.52 0.09
Kerala 2.67 1.46
Tamil Nadu 2.12 4.1
Harvana 2.84 0.24
Rajasthan 2./7 0.23
U'ttar Pradesh 2.19 0.06
West Bengal 2.4 0.39
Gujarat 2.42 0.31

TABLE-3

Hardware Sector-Output Multiplier and
Employfment Multiplier

increase in output of the econo.m¥ for every
Rs one lakh increase in output of the sector
under consideration including the unitary
impact of this sector. Similarly, IC'f crciilgs
emﬁ)lory]/ment of 0.36 man-years for every Rs
1 lakh of output of thé sector. For™ the
software sector alone, the Output Multiplier
s 22 and the Employment Mitdtiplier is
0.38. For the hardware séctor, the Output and
Employment Multipliers are 25 and 0.18
respecti\-ely. In other words. iivereas.d
output of ‘one lakh in the software sector
creates an additional employment ol‘ 0 38
man years. Similarly, an incréase of one lakh
of output of the harow'are sector creates an
emPonm_ent of 0.18 man years, The sectors
that exhibit stronﬁ backward-linktiges \viih
other sectors of the economy are presumed
to have a higher Output Multiplier. Sectors
hal mg an Odtput Multiplier of two or more
may De treated as key sectors for economic
growth, fhe softwaré and hardware sectors
which have higher than average Output
Multiplier ~ (contrary to the Poptllar
perception that these sectors don't htive
strong backward, Imkaq_es) may be e?/e-
openérs for India’s policy planners, fhe
increase in software and “hardware sector
outputs does have a S|qn|f|cant Output
Multiplier effect and should, therefore, he
encouraged.

hus, it shows that ICT can make
leap-frogging possible. It does not accentuate
differences ~ but encouraues  economic
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