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


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

US "Software Employment and Unemployment”, 1983.
Q4 2008
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Mote: Annual data 1983-1999 quarterly data 2000-2009; "Software engineers” includes both applications and systems software engineers.
Employment Data do not include selfernployed workers. Source: NSF BLS CPS and OES Data
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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
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The US High-Skilled Immigration System —
Multiple Uses For the Same Visas

Top-25 Company Recipients of L-1 and H-1B Visas in F
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The Top 25 L-1 Employers Of 2006

The Top 25 H-1B Employers Of 2006

Rank Company Sector Home N?' of Rank Company Sector Home N?' of
Country| Visas Country| visas
1 Tata Consulting Systems|IT Services/Software | India | 5,408 1 INFOSYS TECHNOLOGIES LIMITED | IT Services/Software | India | 4,908
2 Cognizant Technology Solutions|IT Services/Software | India | 1,888 2 WIPRO LIMITED | IT Services/Software | India 4,002
3 Wipro Limited|IT Services/Software | India | 1,187 3 MICROSOFT CORPORATION(IT Services/Software us 3,117
4 IBM|IT Services/Software us 614 4 TATA CONSULTANCY SERVICES LIMITED|IT Services/Software | India 3,046
5 Hewlett-Packard IT Hardware us "7 5 SATYAM COMPUTER SERVICES LTD(IT Services/Software | India | 2,880
6 Satyam Computer Services| IT Services/'Software | India 336 6 COGNIZANT TECH SOLUTIONS U S CORP|IT Services/Software | India 2,226
7 Intel Corporation| Semiconductors us 314 7 PATNI COMPUTER SYSTEMS INC|IT Services/Software | India 1,391
8 Caritor, Inc.|IT Services/Software us 280 8 IBM CORPORATION|IT Services/Software us 1,130
9 Ernst & Young| Business Services us 249 = ORACLE USA INC(IT Services/Software us 1,022
10 HCL Technologies|IT Services/Software | India 244 10 LARSEN & TOUBRO INFOTECH LIMITED(IT Services/Software | India 947
11 Infosys Technologies, Inc|IT Services/Software | India 233 11 HCL AMERICA INC|IT Services/Software | India 410
12 Patni Computer Systems, Inc|IT Services/Software | India 221 12 DELCITTE & TOUCHE LLP Accounting us 890
13 Schlumberger Oil Services France | 198 13 CISCO SYSTEMS INC ICT Hardware us 828
14 Syntel[IT Services/Software us 197 14 INTEL CORP| Semiconductors us 828
15 M&E Group, Inc N/A N/A 194 15 I-FFLEX SOLUTIONS INC|IT Services/Software | India 817
16 Exxon-Mobil il us 187 16 ERNST & YOUNG LLP Accounting us 774
17 Kanbay, Inc.|IT Services/Software [ India 178 17 TECH MAHINDRA AMERICAS INC|IT Services/Software | India 770
18 Halliburton Oil Services us 157 18 MOTOROLA INC ICT Hardware us 760
19 PriceWaterhouseCoopers| Business Services us 152 19 MPHASIS CORPORATION|IT Services/Software | India 751
20 Oracle, Inc IT Hardware us 148 20 DELCITTE CONSULTING LLP Consulting us 665
21 Mokia| Mobile Telephony | Finland| 141 21 LANCESOFT INC|IT Services/Software us 645
22 Microsoft| IT Services/Software us 133 22 NEW YORK CITY PUBLIC SCHOOLS Education us 642
23 Perot Systems| IT Services/Software us 121 23 ACCENTURE LLP Consulting us 637
24 Deloitte| Business Services us 112 24 JPMORGAN CHASE & CO| Financial Services us 632
25 HSBC| Financial Services UK 103 23 POLARIS SOFTWARE LAE INDIA LTD|IT Services/Software | India 611

Source: Office of US Senator Chuck Grassley, as described in Kirkegaard {2007); Author

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

H-1B Petitions Granted By US Immigration FY2000-FY 2005, Initial
and Continuing Employment by Select Characteristics

Peterson Institute

for International Economics

Fv2000 | FY2001 | FY2002 | F¥2003 | FY2004 | FY2005
Line|H-1B Cap Legislated by Congress 115,000 | 195,000 | 195,000 | 195,000 65,000 |[85,000 (1)
1 |Total number of H1B petitions granted by USCIS 257,640 331,206 | 197,537 | 217,340 | 287,418 | 267,131
2 | - of which: Number of H1B petitions granted for Continuing Employment 120,853 | 130,127 93,953 112,026 | 156,921 | 149,932
3 | - of which: Number of H1B petitions granted for initial employment 136,787 | 201,787 | 103,584 | 105,314 | 130,497 | 116,927
4 = of which: Alien were outside the US at the time of employer petition 75,785 115,759 36,494 471,895 G0 271 54,635
5 - of which: Alien were inside the LIS at the time of employer petition G1,002 85,320 ¥ 090 B3 419 F0 226 B2 292
6 - Of which were from India 60.757 90,668 21,066 29,269 60.062 57.349
Ba - Of which were not fram India 75,030 111,119 82518 75,045 70,435 59 578
[ - Of Which Started Working in Computer-related Occupations 74.551 110.713 25.637 28,879 56,559 52,353
¥a - Of Which did not Start Working in Computer-related Occupations G2 235 o1 074 FF a4y 7B 435 73935 B4 574
8 - Of which Started Working in IT Services Industry N/A 88,613 17,803 19,347 47,362 44,644
Ba - Of which did not Start Working in IT Sernices Industry [, 113,174 85,781 85 967 83,135 72,283
9 FY Average Unemployment Rate For Computer Programmers (2) 2.3 2.7 6.3 6.8 6.0 2.6

Maotes: 1) Includes 20,000 H-1BEs for foreign graduates from US universities. 2 Estimated as the average Q4 (previous year)-G3 (current year). Source: USCIS
Annual H-1B Data Feleases FY2000-2005

2008-? Recession (Virtually no data)

Employer Petitions Towards Next FY H-1B Quota

1-Aprd7 Apris Apri9
Employer Petitions For H-1B Visas ) ) »
Under the 65,000 Cap -106,000 -132,000 -42,000
Employer Petitions For H-1B Visas | _ _
Under the 20,000 Graduates Cap 13,000 (1) 31,000 20,000

1) 20,000 reached in early May 2007. Source: USCIS Press Releases
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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!
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Share of Population With Tertiary Education, By Age, 2005
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Mote: 2005 or latest avalizble frorm 200304, Source: UNESCOVOECD World Education Indicators, DECD Educahion at & Glance (2007),
Ching Statistica! Yearbook 2005 for China, and the 61st NS5 Round for Tndia.
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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
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° CrOSS'border US Mode | Trade in Computer_ and Information Services. By Corporate
Ownership 1992-2007, $USbn

trade (Mode 1)

16

in Com puter e Affiliated Exports & Affiliated Imports

14 1 @ Unaffiliated Exports m Unaffiliated Imports

and Information
Services have
risen rapidly In |
recent years

* US has run a
deficit since

2005 (which is ‘
extremely rare ' '

=

)
=
5
B

in SerViceS | v [wa || wa ] wafua wa [wa | waf walfa 1A

HiA

HiA

AT 14
?--12

3110

trade) 1986 1987 1988 1989 1990_1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source; BEA Trade In Services Tables

» 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)
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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)
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Cross border US Mode lll C&IS Exports - "Local Services Sales” By US Foreign
exports Went up Affiliates in Computer Services Industries 1999-2005, by Industry of
Affiliate, $USbn

 But local sales 100

by US MNCs o0

properly |

measured are 0

MUCH larger and =

rising even faster : =-

 Implication is Z: I I

that the “relative |

tradability” of US |

companies’ IT . | | | | | |
services Notes: el indutis are 5112, 5415 and amet s ormaton Semics, NAICS 1667200 sk s bewsen 2073 and 204, o NALCS

based data available before 1999, Sowrce: BEA Comprahensive Financial and Operating Data, Table [IF A2, Kirkegaard (2008)

products may
have declined,
rather than risen
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Local content has increased
More likely to deliver these services in the country – onsite, using local labor!
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* 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
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Revealed Comparative Advantage in US C&IS Trade
1986-2006
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Source: Kirkegaard (2008) based on BEA Data
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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
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* Most of what Recent Consumer Services Interaction Trends
can be digitized A:f:fﬂge Cost
o onsumer Implied
and traded cross- Type of CDI‘_ISUH‘IEI’ Services Per | cgost Developments Since
. Interaction | . -
border (i.e. nteraction, |savings 2004
2004 in 2004
outsourced/ Call to OECD Country Agent ~$6
OffShored) can Call to India-Based Agent ~4$3 ~50% Indian Wages Up ~15% p.a.
Global internet usage
a|SO be E-Mail Based Correspondence ~$2.50 ~60% continues to rise
automated for exponentially {1.4bn in feb 08)
Interactive Voice Response {IVR) ~$1.80 ~70% IVR/Automated Speech
even Iarger COSt- Response Reach 50% of US/EU
. Automated Speech Response ~$0.75-$1.50 ~T3-80% Companies in 2007
SaV|ngS Global internet usage
Web-Based Self-Service ~$0.60-$0.75 ~80-90% continues to rise
° What can not be exponentially {1.4bn in feb 08)

Source: |IBM, Farrester, Gartner, Avaya, Authar

digitized will be
delivered on-site
through the local
presence of
MNCs
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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
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» 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)
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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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