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Off-Shore Qutsourcing Rising Rapidly Up The Income and Skill Ladder

Nike CEO Phil Knight famously argued that the decline of U.S. manufacturing is a result of
“Americans simply not wanting to make shoes for a living.”! But job loss and wage stagnation are
increasingly affecting workers in those sectors where the United States is understood to have a
comparative advantage, such as professional services and high technology. The future economic
security of middle class families is being undermined by out current trade policy. This is not only the
public’s view — as news about opinion polls are showing — but also a finding of job projection studies
by those with a political interest in advancing the trend.

Not just around the corner, off-shoring is already here

e Studies commissioned and then buried by the U.S. government show that as many as 48,417 U.S.
jobs — including many in high-tech — were off-shored in the first three months of 2004 alone.?

e Economy.com estimates that nearly 1 million U.S. jobs have been lost to off-shoring since early
2001, with 1 in 6 of those in IT, financial services and other business services.’

e Goldman Sachs estimates that about half a million U.S. service jobs were off-shored from 2002 to
2005. The firm reports that 15,000 to 30,000 jobs monthly (manufacturing-services combined) are
subject to off-shoring going forward.*

Without trade policy changes, tech and service workers doomed to low-salary future and

unemployment

e The average worker displaced from a manufacturing job goes from having annual wages of
$40,154 before being laid off to $32,123 after being laid off and then re-employed. For the service
sector, the comparable figure is $45,479 to $39,567. For those workers employed in the service
sectors most targeted for off-shore outsourcing, the figures are from $60,535 to $52,060.
Government data shows that such workers on average lose up to 24 percent of their earnings in
such shifts.°

e Average U.S. salaries for application developers, database engineers and system administrators —
positions identified by Business Week as vulnerable to off-shoring — fell by 17.5 percent, 14.7
percent and 5.4 percent between 2002 and 2004.” The engineering sector (also generally identified
as at risk for increased off-shoring) faces unusually high levels of unemployment, with electrical
engineers facing 7 percent and software engineers facing 7.5 percent unemployment in 2003° —
over 30 percent higher than the national average.

Even corporate think-tanks and PR groups project sharp increases in future off-shoring

e McKinsey: 11 percent of U.S. jobs (14 million) could be off-shored in the medium-term.’

e The Progressive Policy Institute, a think-tank associated with the pro-WTO/pro-NAFTA faction of
the Democratic Party: 12 million information-based U.S. jobs — 54 percent paying better than the
median wage — are highly susceptible to off-shoring in the foreseeable future.'”

e The Gartner Group, an IT consultancy: 10 percent of U.S. technology jobs were moved offshore by
2005. Up to 25 percent of traditional IT jobs will be relocated to developing nations by 2010."!
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e Forrester Research: 3.3 million high-end service sector jobs — including physicians, computer
programmers, engineers, accountants and architects — could be off-shored in just the next eight
years.'? They recently updated the projections to 3.4 million such jobs by 2015."

e Deloitte Research: A survey of 100 of the largest financial services firms found that they expected
to shift $356 billion of operations and about 2 million jobs to developing nations by 2008."*

e AT Kearney: 500,000 financial services jobs (8 percent of all U.S. jobs in banking, brokerage and
insurance) will be shipped overseas by 2008."

Independent academic studies find huge number of quality, U.S. jobs susceptible to off-shoring
e Alan S. Blinder, a former Federal Reserve vice-chairman and Princeton economics professor, says
that 28 to 42 million service sector jobs (or about 2 to 3 times the total number of current U.S.

manufacturing jobs) could be off-shored in the foreseeable future.'®
e A widely-cited 2003 University of California-Berkeley study concluded that 14 million jobs with
an average annual salary of almost $40,000 are vulnerable to being sent overseas.'’

Polls show voters demand a trade policy change on off-shoring

e University of Maryland’s Project on International Policy Attitudes (PIPA), 2004: Nearly three-
quarters of Americans making more than $100,000 a year thought that that the trade status quo was
a net negative. The result was in sharp contrast to the findings of the group’s survey in 1999
(before the effects of the model were being fully felt), which found that the majority of wealthy
Americans supported NAFTA-style trade deals.'®

e Greenberg Quinlan Rosner Research, 2006: Off-shoring of jobs was the top concern of Americans
— even above the Iraq War."

e Public Agenda, 2006: 87 percent of voters are concerned about off-shoring and 81 percent gave the
government a C, D, or F in its handling of the issue.”

e Campaign for America’s Future, 2006: Tested voter responses to two generic candidates: one that
espoused a “free trade” position and another that spoke critically about trade deficits, off-shoring
and creating jobs in the United States. 71 percent of those polled would be more likely to vote for
the latter candidate.”’
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For more information, please visit Public Citizen’s Global Trade Watch at www.tradewatch.org.




