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Thank CFR and Jim Dougherty for inviting me to speak



Outline

1. The US IT Labor Market Until Q1 2009

2. The High-Skilled Immigration System in the 
Recessions of 2001 and 2008-?

3. Is Distance Really Dead In IT Services Supply?

• Preferred WTO Modes of Supply 

• Revealed Comparative Advantage in US IT 
Services Trade

• Trade vs. Automation

4. Concluding Remarks



This Is NOT a Normal 
Recession in the Labor Market

Presenter
Presentation Notes
Important to note how this is NOT a normal one – extraordinary times
Especially as IT data doesn’t go back far
But we are comparing gross data in terms of the job market... No point of deflating a job
80 percent of job losses among men – who are of course also overrep in IT



This Is NOT a Normal 
Recession in the Labor Market

Presenter
Presentation Notes
Scale Factor – 1953 44mn employed, 2007 116mn
Adjusted to 1953 levels – it is still the worst



This Is Not The 2001 Tech-Bust 
(....Yet?)

Presenter
Presentation Notes
Rapid increase in unemployment, as the economy has slowed, but especially among computer programmers
Software engineers less hard hit (yet), but unlike in 2001, where they were simultaneous
Software programmers - $65,000
Software engineers – $85-90,000
½ - ½ to 1/3 – 2/3!!
Employment data is establishment data (CES)
Contrary to belief – never many self-employed software workers <2% and hardly none among engineers
Unemployed Self-employed IT workers are HIGHLY over-represented in the bloggos-sphere



The US High-Skilled Immigration System –
Multiple Uses For the Same Visas

There’s the Top-10 companies (which gets all the press and 
Congressional attention), and then the rest of the country

Presenter
Presentation Notes
Lack of data – special release by senator Grassley
L-1 and H-1B serve similar purpose for similar companies
But crucial to distinguish between top-10 (political problem)
And the 25-30thousand other companies
Clear that these visa programs are a crucial part of the on-site delivery model



The US High-Skilled Immigration  
System In The Last Two Recessions

2001 Recession (A little bit of data)

2008-? Recession (Virtually no data)

Presenter
Presentation Notes
First of all – the cap in raw numbers is a meaningless Congressional fad
Action among those outside (i.e. new folks being brought in)
Indians, computer occupations, IT services industries
That segment was HIGHLY sensitive to the Biz cycle
The other segment was not
Rudimentary data for 2007 suggests the same pattern


Effect of TARP Restrictions Minimal!



High-Skilled Workforces Around 
the World; What Has Been Happening?

Presenter
Presentation Notes
But a look around the world shows the hollowness of such a claim
This chart shows is the last 30 years of educational attainment across the world
Each vertical line is a timeseries and the length indicates the scale of the educational improvement over the last 30y
Note that these OECD data in line with ISCED includes associate degrees in “tertiary education”
Again the stagnation in the US stands out – only Germany is really worse, cuz stagnation is at a much lower level!
More importantly, however, this illustrates that while American babyboomers were the best educated of their time in the global market place (ignore Russia here), this is no longer the case and today America’s labor market entrants barely make the global top-10
While this is today’s topic, it seems to me that this is one of those underlying trends that have been feeding increasing hostility towards globalization in America in recent years




Is Distance Really Dead?

• Cross-border 
trade (Mode 1) 
in Computer 
and Information 
Services have 
risen rapidly In 
recent years

• US has run a 
deficit since 
2005 (which is 
extremely rare 
in services 
trade)

• Adding intra-firm trade has a different impact on US X and M

• Traditional HQ Services Effect Inverted in IT services

• (Note the magnitudes! NASSCOM = GAAP Revenues ≠ trade data)

Presenter
Presentation Notes
How big is the effect of digitalization?
True that IT services has grown fast... Although note the inclusion of intra-firm trade
US is a deficit country now
US X at arms length, M intra-firm
US MNCs HQ has deficit with affiliates, US affiliates has deficit with their HQ
NASSCOM data is NOT trade data (IMF BOP)



Is Distance Really Dead?

• Cross-border 
exports went up

• But local sales 
by US MNCs 
properly 
measured are 
MUCH larger and 
rising even faster

• Implication is 
that the “relative 
tradability” of US 
companies’ IT 
services 
products may 
have declined, 
rather than risen

Presenter
Presentation Notes
Local content has increased
More likely to deliver these services in the country – onsite, using local labor!



Is Distance Really Dead?

• RCA (a measure 
of relative export 
performance by a 
given country in a 
given commodity) 
in cross-border 
supply has been 
declining steadily

• Meanwhile limited 
data suggests that 
RCA for supply via 
mode 3 is stable 

• Hopes for IT 
services as a future 
traditional US 
“export success” 
not high

Presenter
Presentation Notes
Computing RCA = declining US competitiveness in cross-border
Stable in FDI deliveries
Implication is that superior US corporate performance in these services might not yield many export jobs



Is Distance Really Dead?

• Most of what 
can be digitized 
and traded cross-
border (i.e. 
outsourced/ 
offshored) can 
also be 
automated for 
even larger cost-
savings

• What cannot be 
digitized will be 
delivered on-site 
through the local 
presence of 
MNCs

Presenter
Presentation Notes
Go further into the automation vs. trade argument
High-end services that cannot be digitized won’t be traded
But will be delivered onsite



Concluding Remarks

• The outsourcing/offshoring scare will not return in this recession –
there are far more credible “economic losers” than IT workers this 
time

• The very large decline in global trade in this recession is a “natural 
result” of outsourcing/offshoring and international production 
networks – final demand disappears, whole network stops (gross 
trade flows vs. value-added)

• US high-skilled immigration laws are evermore outdated (while 
other OECD are rapidly liberalizing), but remain hostage to the 
general “immigration policy stalemate”

• Digitalization’s impact on trade is overrated - computer and 
information services (as well as other high-skilled services) are 
unlikely to provide many traditional “export oriented jobs” anywhere 

• “Trade in services” and associated job generation will be 
concentrated in other modes of supply (mode 3 and 4)

Presenter
Presentation Notes
We are not going back to 2004 – Lou Dobbs will pick on others this time
Don’t be overly alarmed with the HUGe decline in trade – it is related to many of the same issues we have talked about here – the chopping up of the supply-chain – it’s natural and indeed healthy! No Ipod stops the entire SEA chain
High-skilled hostage – not even a proposal to give STEM PhDs an optional greencard outside the regular national quotas could be attached to an Iraq supplemental
Digitalization’s impact on trade is overrated, distance matters and export jobs will be few!
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