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Abstract— This paper compares the trends in India’s export 

performance in the service sector pre and post the global 

financial crisis of 2008. The time period taken into consideration 

has been divided into two sub-periods 2006-08 (pre-financial 

crisis period) and 2009-11 (post-financial crisis period). The 

study shows that service sector industries exports performance 

improved during the post financial crisis period, while their 

profitability did not see a similar trend.   

Keywords: Global financial crisis, Service sector, India’s 

Exports. 

I.  INTRODUCTION  

The service sector has been an important contributor to the 
growth of Indian economy[1]. India’s services sector includes 
a wide variety of activities such as trade, restaurants and 
hotels, communication and storage, transport, financing, 
insurance, business services, real estate, community, social 
and personal services etc. [1]. One example is the Indian IT 
firms which play a critical role due to sustained competitive 
cost advantage and availability of highly skilled resources [2]. 

The collapse in the U.S. subprime mortgage markets 
resulted in the global financial crisis. Over time, the after 
effect of this collapse and global financial crisis has been 
witnessed in many economies of the world [3]. The effects of 
this crisis had been massive in firms that were highly exposed 
to international trade. This in turn led to a decline in the firms 
efficiency and performance[4]. Few companies had to  
withdraw themselves from international trade [5]. While most 
countries across the world were impacted by the global crisis, 
Indian exports as a whole was not largely impacted. For the 
year following the crisis, 2008-2009, the two-way trade 
volume of India as a percentage of GDP dropped by 0.7% 
from the previous year whereas the global decline was 12.1% 
during the financial crisis[6]. 

In terms of total exports from India figure 1 indicates the 
total exports in Rs. Billion.  

 

 

 

Figure 1: Export from India in Rs. Billion. Source [19]  

 

       The figure indicates that the exports from India showed a 

growth rate of 28% in 2008-09 as compared to the previous 

year, i.e. the year of financial crisis. Further this growth 

declined to about 0.6 % in 2009-10. This decline was short 

lived and the total exports rebounded back to over Rs. 11 

thousand billion in the following year, indicating a growth rate 

of over 35%. Though the overall exports from India did not 

see a large decline or impact of global financial crisis, some 

sectors like IT services showed a high impact. As pointed out 

in [6] IT service firms were severely affected with a drop of 

60% in their trade volume during this period. The present 

study focuses on the impact of the financial crises on the 

export performance of firms in the service sector of India 

during the post and pre period of the global financial crisis. 

The exports of various service sectors as in 2017 is given in 

figure 1 [4]. The literature related to financial crisis is 

reviewed next 

 

 
 

II. BACKGROUND LITERATURE 

 

The literature related to financial crisis is reviewed next. 
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The study [7] defines global financial crisis as the                            

reflection of the imbalance between growth of real and 

financial 

 

financial sectors. The paper found out that it was the easy 

availability of housing loans which led to high levels of debt. 

The level of debt was approximately three times that of the 

GDP of Europe and US. 

Further in their study [8] finds that the very rapid phase of 

changing financial innovations and globalization of financial 

markets and frequent government bailouts led to the crisis. 

The study also argues that the crisis was a result of several 

flaws that existed in the new financial architecture of the US 

economy. The main flaws in the architecture according to the 

study were weak theoretical foundation, financial products 

which were priced incorrectly, the alleged claim that all the 

risky assets were distributed among capital markets by 

commercial banks which in turn hedged all the risks and also 

the fact that regulators were often lenient with big banks. 

Reference [9] studies the global financial crisis as a model 

of global housing markets, risk premium of firms, households 

and international investors. The results of the study indicate 

that trade and production of durable and non–durable goods 

played a far more important role in explaining the larger 

contractions in trade rather than GDP. 

The study [10] shows how firms responded to the financial 

crisis of 2008 by analyzing the export market participation, 

firm growth and survival. The financial variables which were 

found to be important for the above were financial position of 

the firm and export decisions, firm growth and exporting and  

the hazard of failure and exporting. 

The reference [11] studies global financial crisis and its 

aftermath in global trade. The reference studies in detail the 

nature of global financial crisis and how it upsetted the global 

economy. The study concludes that the free market and free 

market technologies were not affected by financial crisis of 

2008 as compared to the great depression of 1929 

The study [12] does an empirical assessment to understand 

the extent to which the financial crisis of 2008 slows down the 

economy and thereby affect the trade relationships. The 

sample for the study is taken from the monthly data of 26 

countries over 1993–2013. A dynamic panel data approach 

was used to take the study forward. The results show that trade 

contributes more to demand shock than to  financial crisis . 

Reference [13] studies why trade in services did not suffer 

during the financial crisis of 2008. The sample for the study 

was taken from three different data sets taken from National 

Bank of Belgium (NBB) concerning trade in services, trade in 

goods and firm-level accounts. The paper concludes that 

exports of services did not suffer from the crisis because 

service sectors are more immune to short-term negative 

income shocks than goods exports. 

The reference [15] studies the impact of the onset of 

financial crisis in US and European Union system on Asia. 

The reference also studies the impact of global financial crisis 

on the trade potentials in Asian countries which includes 

China, Malaysia, Singapore, Indonesia, Philippines and South 

Korea with India in the post crisis era. The sample for the 

study covers the period from 1985 to 2010 and deals with the 

annual data for bilateral trade flows and economic sizes of the 

countries taken in pairs. The study makes use of the gravity 

model equation to study the bilateral trade potential of Asian 

economies. This study points out serious concerns relating to 

protectionism, transport cost and liberalization policy 

associated with the Asian economies. 

The present study [14] studies in depth the impact of 

financial crisis on Indian service sector which includes sectors 

such as Computer programming, consultancy and related 

activities, Information Service Activities and wholesale trade.  

The crisis impacted trade, net outflow and resulted in a 

slowdown of exports. The paper concludes that there was just 

a slowdown in the exports as a result of the 2008 financial 

crisis. 

Next section describes the data and methodology used for 

the analysis. 

 

  

 

III. DATA SOURCE AND RESEARCH 

METHODOLOGY 

A. Data Description 

The data has been obtained from ProwessIQ data hosted by 
CMIE. The study takes into account all the firms under service 
industry for the period 2006 to 2011. The period chosen for 
the study accounts for three years prior to the financial crisis 
of 2008 and three years after the financial crisis. The raw data 
from Prowess consisted of more than 100,000 data points. 
Thus, tools like Microsoft Excel and STATA 13.0 were used 
to extract and clean the data. 

National Industrial Classification (NIC) code was used for 
the classification of industry groups. The industries for which 
no data was available for important variables like exports, 
sales, foreign earnings and expenditures were dropped from 
the analysis. A balanced panel of data was chosen, where only 
firms which had data for all the six years were chosen, thus 
reducing the panel data to 2400 observations across 3 industry 
groups from a total of 28 industry groups in service industry. 
Those industry groups that had less than 30 observations were 
also dropped as t-test can be done only if the number of 
observations is greater than 30. The industry groups and the 
number of observations in each firms is listed in Table 1. 
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Table 1: Sample size analyzed in each industry group 

 

B. Methodology 

      The study analyzes the impact of financial crisis on the 

export performance of firms across the industry groups. The 

study estimates the impact by using paired t- test. The ROA 

(Return of Assets) and ROS (Return of Sales) were calculated 

to study the financial performance of service firms. Return on 

assets can be defined as the percentage of profit with respect 

to its overall resources [7]. Return on sales is also known as 

operating profit margin and is used to evaluate the company’s 

operational efficiency. Similar indicators have been used in 

the following literatures [10] [18]. 
 Paired t-test was used to study the impact of financial 
crisis on the export performance of industry groups. For the 
study, it was hypothesized that there is no significant 
difference between average exports of firms prior to the 
financial crisis as compared to the average exports after the 
financial crisis. 

 For the paired t-test the average across the three years prior 
to the financial crisis for each firm was calculated. Similarly 
the average was calculated for the three years post financial 
crisis also. The average for these two periods was then 
calculated and compared. 

Hypothesis:           

H0 :  mean ( 0- 1) = 0                           (1) 

Where, 0 represents the mean of exports for pre-crisis period 
and 1 represents the mean of exports for the post-crisis 
period. Similar hypothesis was set up for ROA and ROS. 

 
 

IV. ESTIMATION AND RESULTS 

      For paired sample t-test, the average was calculated across 

the three years prior to and three years after the financial 

crisis. Paired sample t-test was estimated using STATA 13.0.  

       The mean descriptives for pre and post financial crisis 

period are given in Table 2. 

 

  

Table 2: Mean descriptives for exports 

 

      As seen from the Table 2, the average export of firms 

across the three industry groups shows an increase in the post 

crisis period as compared to the pre-crisis period. Among the 

industry groups, exports are seen to be higher for computer 

programming consultancy and related activities at an average 

of over Rs.3,695.14 million, followed by wholesale trade with 

an average of Rs.1,112.76 million and information service 

activities with an average exports of Rs.787.28 million during 

the pre-crisis period. The average aggregate export is seen to 

be lowest for information service industry in the pre-crisis 

period. 

      A similar trend can be seen in the post crisis period with 

average exports for computer programming consultancy and 

wholesale trade  being the highest with average exports of 

Rs.6543.03 million and Rs.1121.56 million followed by 

information service activities with an average exports of 

Rs.1331.61 million respectively. Our results are in 

confirmation with results indicated in [18] where exports in 

IT-ITeS industry is one of the significant contributors in the 

total service exports of India.   

      For all industries the differences in average performance is 

seen to be positive, indicating that post-crisis average export 

value for the industry was higher than the pre-crisis aggregate 

export values. This may be because post the global financial 

crisis firms all over the world were looking for cheaper work 

force which was available abundantly in India. 

      The study futhur makes use of ROA or ROS to study the 

performance of the firms. This is done to further understand if 

the increase in the aggregate average export performance has 

resulted in an increase in the average profitability of the firms, 

across industry groups. The differences in the ROA and ROS 

performance at the industry level is shown in Table 3. From 

the table we can see that in all the three industry groups there 

has been a decline in the performance indicators.  

 

 

 

 

 

NIC Code 

 

Industry Name 

 

Number of firms 

 

46 

 

Wholesale trade 

 

240 

 

 

62 

 

Computer 

programming, 

consultancy and 

related activities 

 

162 

 

63 

 

Information Service 

Activities 

 

31 

 

  

Industry name 

 

Units 

 

Average 

(pre) 

 

Average 

(post) 

 

Difference 

 

Wholesale trade 

 

Exports 

 

1112.76 

 

1121.56 

 

-98.81 

Computer 

programming, 

consultancy and 

related activities 

 

Exports 

 

3965.14 

 

6543.03 

 

-2577.89 

Information 

Service 

Activities 

 

Exports 

 

787.28 

 

1331.63 

 

-544.36 
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Table 3: Mean descriptives for ROA and ROS 

Industry 

name 
Units 

Average 

(pre) 

Average 

(post) 
Difference 

Wholesale 

trade 

ROA 0.13 0.12 0.009 

ROS 48.89 0.11 48.78 

Computer 

programming, 

consultancy 

and related 

activities 

ROA 0.16 0.14 0.23 

ROS 0.08 -0.17 0.26 

Information 

Service 

Activities 

ROA 0.19 0.18 0.1 

ROS 0.09 0.15 -0.06 

        

       Thus, it can be concluded that while the aggregate average 

export performance have shown a positive trend in the post 

crisis period, this increase in trend in not converted to the 

profitability performance of the firms which  indicates that an 

increase in exports could not be converted into an increase in 

profitability. 

        Paired sample t-test was done to check whether these 

differences were significant for exports and profitability of the 

firms across various industry groups. Results are given in 

Table 4. 

 

Table 4: Results of paired T-Test 

 

Industry Name Export ROA ROS 

 

 

Wholesale trade 

  

 

* 

 

Computer programming, 

consultancy and related 

activities 

 

*** 

 

* 

 

*** 

Information Service 

Activities 

 

*** 

  

Note: *, **, *** imply significance at 10%, 5% and 1% level 

  

   Table IV includes the result for the firm’s financial 

performance and export performance for the period of study. 

From the table, it can be observed that the industry groups 

Computer programming, consultancy and related activities and 

Information Service Activities has a significant difference in 

the average export performance at 1% significance while the 

industry group Wholesale trade,  was found to be insignificant. 

With respect to the financial performance of the 

firms, the results indicate that the average ROA was found 

significant at 10% for Wholesale trade and Computer 

programming, consultancy and related activities and 

insignificant for Information Service Activities. 

The average ROS was found to be at 1% significance 

for Computer programming, consultancy and related 

activities industry group and insignificant for the other 

groups. 

 

V. CONCLUSION 

Thus results indicate that there has been a significant 

increase in exports in Computer programming, consultancy 

and related activities and Information Service Activities. 

This positive result was not seen in profitability. Though 

total exports increased, profitability showed a significant 

decline in Computer programming, consultancy and 

related activities in terms of both ROA and ROS. The 

financial performance indicators ROA and ROS showed a 

negative impact significantly for Computer programming, 

consultancy and related activities. 

 

VI.  LIMITATIONS 

       The study focuses entirely on the exports and financial 

performance of service industry in India. The study could 

have also included the manufacturing industry. 
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