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Offshoring discussion and jobs: A
useful starting point

Mari Sako (2005) offers a useful starting point for
discussion.

“Offshoring happens when [organizations] decide to

import infermediate goods or services from overseas

that they had previously obtained domestically. Itis

therefore about sourcing decisions which involve:
Imports,

Displacement of domestic production and associated
jobs; and sometimes,

FDI outflows...”
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Offshoring discussion and jobs: What
are we really discussing?

Discussion of offshoring and jobs is
about some new and emerging issues
(particularly service offshoring).

However, underlying themes of debate
are quite old—in particular, concerns
about employment displacement.
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Offshoring and jobs raise traditional questions on
efficiency and equity and development

Developed

Developing

Efficiency Positive: !Jsual Positive: Creatior_l of
comparative new sectors and job
advantage story opportunities
Negative: Techno-
logic leapfrogging?

Equity Negative: Adverse Negative: Potential

employment /
earnings impacts on
concentrated groups

impact on income
distribution
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The debate on offshoring is often
conducted around unresolved theoretical
issues around some dimensions...

Developed Developing

Efficiency Positive: Usual
comparative

advantage story

Negative: Techno-
logic leapfrogging?

Negative: Potential
impact on income
distribution

Equity

© 2005 David Weil, Boston University / HCTAR



Yet the underlying policy concerns are driven by
immediate and apparent effects perceived by
policy-makers and the public

Developed Developing

Efficiency Positive: Creation of
new sectors and job
opportunities

Equity Negative: Adverse

employment /
earnings impacts on
concentrated groups
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This principle is well illustrated by policy
debates in a favorite sector...

Apparel industry and the end of quotas.

Enormous concern over the impact of China on the
global supply of apparel beginning in 1/1/05.

China is expected to become the “supplier of choice” for most
U.S. importers ... because of its ability to make almost any type
of textile and apparel product at any quality level at a
competitive price. (USITC, 2004)

Current debate over the end of quotas in the
international system of apparel production, where
concerns are about displacement of jobs in EU and US
and creation in China, India, Bangladesh, etc.
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The end of quotas has been marked by large

changes in patterns of US imports

Change in source of apparel products,

Q1 2004 vs. Q1 2005 ($ value of imports)

(60%) (40%) (20%)

Source: HCTAR analysis of OTEXA data.
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Acknowledging the primary bases of debate
allows for a more informed debate...

Patterns of post-quota shipments have much
more diversity in winners and losers than
anticipated by many.

Example: Who has “won™ as a result of quota
elimination--Jeans versus T-shirts?
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The end of quotas marked by shifts in sources

of US imports —Jeans winners

MEXICO ($2.45)

CHINA ($0.68,in;$0.88, coast)

GUATEMALA ($1.49)

COLOMBIA ($0.98)

DOM INICANREPUBLIC ($1.65)

LESOTHO (na)

TURKEY ($2.13(t))

JORDAN($0.81)

HONDURAS ($1.48)

MADAGASCAR($0.33)

Changes in apparel imports, jeans: Winners

Q12004 v. Q1 2005 ($s)

$60,000,000

$0 $10,000,000 $20,000,000 $30,000,000 $40,000,000 $50,000,000
i i i i

| | $51,452,999
| |$18,052,606
| [$13874.051 % of imports % of imports
| | $13.502.550 Country 2004 2005, Q1

| | $13.502, MEXICO (52.45) S1.1% 51.9%
[ ]s3955630 CHINA ($0.68, in; $0.88, coast) 1.5% 5.0%

| GUATEMALA ($1.49) 5.9% 6.2%
[ ]s2799208 COLOMBIA ($0.98) 3.7% 5.3%

| ' DOMINICAN REPUBLIC ($1.65) 3.4% 3.3%
Jsarzsose LESOTHO (na) 2.7% 1.8%

| TURKEY ($2.13(t)) 1.2% 1.7%
_—y JORDAN ($0.81) 0.3% 0.7%

| HONDURAS ($1.48) 2.4% 2.8%
Jszas0z0s MADAGASCAR ($0.33) 0.9% 1.0%
[ ]s20645680 ‘ ‘

Source: HCTAR analysis of OTEXA data.
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The end of quotas marked by shifts in sources

of US imports—Jeans losers

Changes in apparel imports, jeans: Losers

Q12004 v. Q1 2005 ($s)

% of imports % of imports

Country

2004

2005, Q1

SOUTH AFRICA ($1.38)
MALAYSIA ($1.41)
TAIWAN ($7.15(t))
MAURITIUS ($1.25)
RUSSIA (na)

HONG KONG ($6.15(t))
EL SALVADOR ($1.58)
CANADA ($8.50)

1.0%
0.2%
0.2%
0.5%
0.4%
3.9%
1.0%
0.5%

0.7%
0.0%
0.0%
0.2%
0.0%
2.8%
0.0%
0.2%

$8,000,000 $7,000,000 $6,000,000 $5,000,000 $4,000,000

Source: HCTAR analysis of OTEXA data.
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The end of quotas marked by shifts in sources
of US imports: T-shirt winners

Changes in apparel imports, T-shirts: Winners
Q12004 v. Q1 2005 ($s)

$50,000,000

$0 $5,000,000 $10,000,000 $15,000,000 $20,000,000 $25,000,000 $30,000,000 $35,000,000 $40,000,000 $45,000,000
CHINA ($0.68,in;$0.88, coast) I I I I I I I I $43,149,362
| |
GUATEMALA ($1.49) <| | | |$16,724,662 ‘ ‘ ‘
PERU(S163(t) | | | $14212,033 % of imports % of imports
| ountry ,
| Count 2004 2005, Q1
INDIA (8.38) LN CHINA ($0.68, in; $0.88, coast) 1.4% 6.7%
CAM BODIA (na) /—I\$5,021 328 GUATEMALA ($1.49) 4.2% 6.6%
] PERU ($1.63(t)) 3.6% 4.9%
SOUTHKOREA ($573 (1)) || S INDIA (8.38) 1.6% 2.8%
] CAMBODIA (na) 0.5% 1.3%
INDONESIA ($0.27) | ]$3881815
] SOUTH KOREA ($5.73 (t)) 0.5% 1.1%
SRILANKA ($048) | 793,725,910 INDONESIA ($0.27) 0.3% 0.8%
1 SRI LANKA ($0.48) 0.7% 1.1%
PAKISTAN($0.41 $3,172,589
Rl s— PAKISTAN ($0.41) 1.9% 2.2%
NICARAGUA ($0.92) | ]$3,080,068 NICARAGUA ($0.92) 0.7% 1.0%
1 MACAU (na) 1.5% 1.8%
3,078,321
MACAU(na) [E 9 PHILIPPINES (50.76) 0.5% 1.0%
PHILIPPINES ($0.76) ||  $1813225 BANGLADESH ($0.39) 0.9% 1.1%
BANGLADESH($0.39) [ $932,917 ‘ ‘ ‘ ‘ ‘

Source: HCTAR analysis of OTEXA data.
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The end of quotas marked by shifts in sources
of US imports: T-shirt Losers

Changes in apparel imports, T-shirts: Losers
Q12004 v. Q1 2005 ($s)

$60,000,000 $50,000,000 $40,000,000 $30,000,000 $20,000,000 $10,000,000 $0

% of imports % of imports

Country 2004 2005, Q1
HAITI ($0.49) 1.7% 1.5%
COLOMBIA (50.98) 0.8% 0.4%
VIETNAM (na) 1.9% 1.9%
EL SALVADOR ($1.58) 10.5% 9.7%
TURKEY ($2.13(t)) 2.6% 2.0%
JAMAICA (na) 0.6% 0.2%
DOMINICAN REPUBLIC ($1.6! 4.4% 3.1%
CANADA ($8.50) 4.1% 2.3%
HONDURAS ($1.48) 18.4% 16.5%
MEXICO ($2.45) 22.7% 16.5%

Source: HCTAR analysis of OTEXA data.
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Acknowledging the primary bases of debate
allows for a search for more creative
policies

Creative policies that impact winners and losers
not only about tariffs and quotas

Examples:
Infrastructure development (Bangladesh)
Competitive readjustment and positioning (Mexico)
Creative policies regarding equity (Cambodia)
Unexpected policy synergies (Southern California)
Similar need to focus on aspects driving
concern in offshoring debate, yet doing so in a
systematic manner.

© 2005 David Weil, Boston University / HCTAR



