Global Meltdown – Lessons to be Learnt
Operations Perspective

The World faced a major global meltdown in 2008 that deleteriously affected both, the manufacturing companies and the services sector, resulting in losses of gargantuan proportions and worst moments in the World’s economic history. The effects of the global meltdown continued in the first half of the year 2009 and although the last quarter of 2009 is witnessing recovery World over, the impact and reminiscence of this meltdown is likely to last forever. The MMS, Operations specialisation students analysed the effects of the global meltdown, explored the manufacturing strategies during meltdown and further attempted to develop learning from this extraordinary occurrence. The students’ presentation focused particularly on the automotive sector and the IT & BPO services.
The reason for selecting the automotive sector as a key area for studying the impact of global meltdown was that the growth of auto industry in India is expected to reach 11% of GDP, thereby promising lucrative opportunities and as the General Manager of Larsen & Toubro (L&T) expressed at the Bombay Chamber of Commerce and Industries (BCCI) seminar on 13 November 2009, “India is going to be an automotive hub – a dream destination for engineering industries.” The global meltdown saw a dip in performance for commercial vehicles as well as passenger vehicles during FY 2008-2009. The alternatives available to companies were to continue with frequent partial shutdowns or entirely shutdown and divest. The slowdown in automotive industry affected the entire supply chain and the manufacturing strategies needed to take into account several relevant factors viz. evolving planning system that addressed the frequent changes, identification of inefficient processes, inventory issues and converting stock to cash, utilization of ERP systems, changes in scale of production, production for new markets, et al. Moreover, the significance of improved data collection about customer trends, forecasting and technology enhancement is underscored.    
The global meltdown effects on the IT services sector was indeed concerning since a number of projects were delayed or abandoned and several thousand employees were benched or eliminated. The presentation provided the example of IT major Infosys by quoting the Chairman of Infosys, Mr. Narayana Murthy: “Many of our clients are reducing their IT budgets and it will result in slow growth for several months.” The important realisation for services sector is that organizations have to be flexible enough to reallocate resources from one project to another. Also, the stress has to be on maintenance projects during the slow growth period, with sustained budgets for research and innovation.
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