Outsourcing Jobs to Foreign Countries

Today people and businesses are looking for new ways to save money. Some businesses, especially large corporations, will do whatever it takes to increase their revenue by laying off workers or paying people in other countries to make a product at a cheap price. The United States government supports foreign outsourcing by offering tax incentives to companies who outsource overseas. Large corporations usually are out to satisfy their stock holders, so they do what is best financially, not what is ethically right or best for their community as a whole. Top executives of these corporations also will have an increase in salary if the company has a higher income. The top executives have a big influence in the company and they push for things that will increase their pay. Undoubtedly, this helps to show greed is at the center of outsourcing jobs to foreign countries.

Foreign outsourcing refers to a company that contracts with another company outside its country to provide services that might otherwise be performed by in-house employees. Outsourcing is not new in the US; it has been around in the manufacturing field for many years. It started with large corporations moving over seas seeking cheap labor, which cost Americans 2.7 million factory jobs between the years 2001 and 2005. Computer programmers, network engineers, telephone service representatives, radiologists, and accountants are a few of the major jobs being outsourced to India, Malaysia, Eastern Europe, and China. These jobs can be outsourced easily because the internet allows data to be transferred from the US to foreign countries with ease. Some say outsourcing is a threat to US employment and prosperity and laws should be imposed banning contracts with companies that would outsource jobs to other countries. It may be a bit drastic to say laws should be passed to prevent outsourcing but it should somehow be regulated.

Outsourcing as we know it today can be traced back to the 1960s when United States companies began outsourcing customer care, telemarketing, and payroll to other companies located in the US. In the 1970s American Express, Swissair, British Airways, and General Electric created business units in India, but this is not outsourcing because these units are entities of the company and not a third party. While this is not outsourcing it leads to foreign outsourcing in the future. US companies began sending work to Ireland, Israel, and Canada in the 1980s and Ireland was especially profitable for these companies because costs were low and it offered multiple languages. The outsourcing of data processing, billing, customer support, and other business processes began in the late 1990s. In 2000 third party outsourcing companies begin to show up in India and by 2005 over 300 had been created in India and other foreign countries. It is estimated that the outsourcing industry brings in 300 billion dollars annually.

Money can usually be saved by outsourcing because companies that specialize in outsourcing are able to do work for less because they do not have to provide benefits to their workers and have fewer overhead expenses. In the United States almost all people want benefits with their jobs but not all companies are able to afford or are willing to provide them. Specialized outsourcing companies are able to invest in new technology and have world class capabilities that an individual company could not buy on their own. By not having to worry about the jobs being outsourced it allows the company to focus on the more important issues of the company. It is also a helpful way to start building foundations in other countries. Alan Murray, in the Wall Street Journal, said, “Sure, in the short term, higher productivity may mean fewer jobs. But in the medium and long term, it doesn’t.” Murray goes on to say, “Any effort to stop outsourcing or block trade will slow productivity growth and threaten that rosy future.”

On the contrary, outsourcing takes money away from the United States government and economy. As stated earlier, outsourcing brings in 300 billion dollars annually. Much of this 300 billion dollars comes from U.S. companies and is being paid out to companies outside the U.S. Therefore, if these jobs were not being outsourced the money made would be in the U.S. and would be contributing to our economy. When jobs are outsourced to foreign countries there is money being made in those countries that cannot be taxed by the American government. By having workers and facilities in foreign countries, incomes and properties that could otherwise be in the United States cannot be taxed. Some say taking jobs from Americans and giving them to foreigners is unpatriotic. The money being made in other countries is contributing to their economy while it is taking away from America’s. The government will have to provide public assistance such as welfare and food stamps to help support people if they become unemployed.

When outsourcing jobs the quality of work being done can be effected. The American Consumer Satisfaction Index stated that outsourcing customer service jobs lead to the decrease in customer satisfaction. This is mostly due to the language barrier between them and the people who perform customer service jobs. Also, there is a distance barrier between foreign and U.S. supervisors. This can leave room for miscommunication and cause things to be done incorrectly overseas. Thus, the work being done will not satisfy the company and precious time and money will be lost.

One of the largest concerns of outsourcing is the loss of control within a company. The responsibility of a job is being passed to someone who may not be affiliated with the company at stake. Some risks involved are decrease in quality, delayed deliveries, poor production, theft of designs or property, and the creation of a competitor. A foreign company can steal designs from a U.S. company and make the same product for cheaper and thus creating an unwanted competitor. There is also the possibility of a company sabotaging a U.S. company by purposely not doing the job correctly or by ruining some aspect of the company that is in their control. This may not cause the company to fall but it will take a large toll on the business and perhaps take a while to recover.

Lastly, the unemployment rate will increase in the United States because companies will leave people jobless due to foreign outsourcing. Forrester Research estimates that 3.3 million service jobs will be lost to outsourcing between 2000 and 2015, roughly 220,000 jobs a year. The United States may never see these jobs again because they are being sent overseas. The University of California-Berkeley estimated that 14 million jobs are at risk of being outsourced overseas in the next few years. The Communications Workers of America stated that outsourcing of our best-paying global and domestic jobs has contributed to a general decline in worker living standards. Eighty percent of working families saw a drop in real wages even though there were healthy gains in worker productivity.

Save U.S. Jobs.biz is a non-profit group based in Los Gatos, California, whose actions are a prime example of the types of efforts needed to control outsourcing. The group is trying to buy stock in companies that are outsourcing jobs to foreign countries. By acquiring this stock they plan to use it to influence board meetings and shareholder decisions. In 2004 they targeted the large PC company Hewlett-Packard. Harold Hervey, CEO of Save U.S. Jobs.biz, said, “We’re going to the source of the problems, which is corporations and CEOs. We’re not afraid to take on the big guys.” Supporters of these types of efforts say that this will help keep the issue in the public eye. Research economist Tony Daley said, “An important way to address the issue is to bargain for good contracts that limit off shoring…but it’s hard to follow this because there’s a culture of secrecy.” Companies do not make the outsourcing of jobs a public affair therefore, it is hard to know how often this is truly occurring without looking deep into a company.

Outsourcing is threatening the jobs of U.S. citizens and putting their jobs in danger of being sent overseas. While foreign outsourcing has been around for a few decades, it claims more and more jobs as the years go on. Greedy CEOs and top executives of companies are the individuals who benefit most from this so they are pushing for outsourcing. These companies are taking money away from our economy and are contributing to the economies of other countries. A big concern is that other countries could ruin a large company by an outsourcing company purposely doing the work wrong. By hurting a few of the United States largest corporations the U.S. economy could be harmed and cause the prices of some of the largest stocks to plummet. The public needs to become more aware of the problem of outsourcing and keep it in the public eye so it does not escalate into an even worse problem for the United States.
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