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ABSTRACT

With the propelling of the information technology revolution and services glo-
balization, more and more enterprises separate intermediary services business
from production process through outsourcing in the global scope, which gives
birth to the international service outsourcing. International services outsourcing
has become a new global revolution and transfered model of industry after the
global manufacturing relocating since the 20th century. As the result of interna-
tional deeply division of labor, in practice, international services outsourcing not
only provides for developed countries the channel of global resources configura-
tion, but also enables the developing countries to blend into the global production
and service system. In theory, many new research topics about the phenomenon
of international services outsourcing are put forward at the same time.

With more and more countries involving into international services outsourc-
ing, its economic effect draw people’s attention,and the employment effect is the
top priority. The involved jobs in international services outsourcing are considered
as high technology and valued “white-collar” jobs, such jobs are few affected in
past manufacturing international outsourcing, but now are transferred to the coun-
tries which undertake the services in the process of international services out-

sourcing. Therefore, international services outsourcing causes the worry of the
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employment loss in developed countries from all sectors of society and the discus-
sion about employment effect of international services outsourcing in the academic
circles. However, there is not consistent conclusion about whethere international
services outsourcing is the strong factor caused job losses and labor demand
change or not, but it is sure that international services outsourcing is a shock of
employment. At present, the discussions about employment effect of international
service outsourcing is mainly from the.perspective of the services buyers ( the
countries or enterprises awarding outsourcing contract) , while in global service
outsourcing market, the services buyers are mainly located in developed countries
and regions, and the services suppliers ( the countries or enterptises undertaking
the outsourcing contract) are mainly located in developing countries and regions.
International services outsourcing will also have an affect on the employment of
the countries supplying services (most suppliers are developing countries) , yet
discussion about the employment effect is scare. The employment effect of inter-
national services outsourcing on the suppling countries is not only a problem worth
pondering, but olso significant to help us fully understand the employment effect
of international services outsourcing. As the undertaking country, China acceler-
ates the pace of devoloping international services outsourcing in recent years, and
takes the development of international services outsourcing and services outsourc-
ing industry as the important way to solve employment problem. Although interna-
tional services outsourcing in China develops lately and the development level is
relatively low, in recent years, it develops fast, and there is vast potential space
in future development. Studying employment effect of the international services
outsourcing from undertaking perspective has the important practical significance
for China to choose correct path to jmprove services outsourcing industry.

As a result of deeply international labor division and an emerging phenome-
non in the field of international outsourcing, international services outsourcing
shows different features to the traditional globalization factors such as international
service trade, international investment and manufacturing outsourcing etc. Rel-
ying on information technology and dealing services business, international serv-
ices outsourcing will have a greater impact on the flow and demand of technology
and labor, which will affect the pattern of global employment and employment of

involved countries more profoundly. The article studies the basic characteristics of




international services outsourcing from the micro and macro level. On the micro-
scopic level, international services outsourcing is essentially a kind of enterprise
multinational operation activity and a part of strategic decision, which is based on
enterprise’s cost-benefit consideration, and the content is to separate intermediate
services business across the enterprise boundary. The services business separation
of outsourcing enterprises directly adds the external demand of undertaking enter-
prises , which forms the microeconomic foundation to affect the employment of un-
dertaking countries. On the macroscopic level , international services outsourcing
is essentially a kind of special international service trade which relys on the de-
velopment of information technology and includes the digitization and modular and
long-distance tradable service. When micro-activities of services outsourcing is
generalized, international services outsourcing will raise the level of macroscopic
industry and labor division between countries, thus it has a far-reaching impact
on employment.

Employment problem is the important problem to macroeconomic operation
and social stability. Employment problem includes three aspects of total employ-
ment, employment structure and employment quality. Employment level depends
on the balance of supply and demand in labor market, and international services
outsourcing affects the decision factors of employment amount, employment struc-
ture and employment quality of undertaking countries from macro and micro lev-
el. Therefore, international services outsourcing not only means jobs shifting and
employment increasing in undertaking countries, but also means profound shocks
to decision factors of employment in undertaking countries from micro and macro
level. The book constructs a basic framework of analysing the employment effect
of international services outsourcing on undertaking countries from the micro and
macro level.

From the microcosmic aspect, the enterprises sﬂpplying service are not only
the main bodies in international services outsourcing activities, but also the main-
demanders in the labor market. The book analyzes the shock of international serv-
ices outsourcing to the demand and supply of domestic labor and product market
in undertaking countries, and discusses the employment effect of international
services outsourcing based on the general equilibrium analysis. With increasing

external demand of undertaking enterprises derived by international services out-
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sourcing, the undertaking enterprise will expand the scale and range of operation,
which generates economies of scale and economy of scope. With the expansion of
operation scale and range of undertaking enterprises, the domestic equilibrium
output level will increase in undertaking countries, which will increase the supply
and demand level in the labour market, and promote employment in undertaking
countries. In the process of international services outsourcing, The labor wage
and productivity mechanism, causes increasing demand for highly-skilled labor
and decreasing demand of low-skill labor, which causes the substitution effect of
employment, the increasing labour wage will cause labour flow between firms , and
industries. On the microscopic level, international services outsourcing will lead
to net employment expension effect through affecting determinants of supply and
demand in labor marker and the mutual influence between the determinants in un-
dertaking countries.

From the macroscopic aspect, international services outsourcing affects em-
ployment amount, employment structure and employment quality through affecting
the macroscopic determinants of employment in undertaking countries. The book
analyzes the ways and effects which international services outsourcing affects em-
ployment amount, employment structure and employment quality of undertaking
countries, and draws some conclusions as flowing: First, international services
outsourcing will cause distensible effect of employment amount. International
services outsourcing boosts the services outsourcing industry and the development
of service trade, increases national income and effective demand, improves tech-
nological advancement, etc, which contributes to economic growth, and econom-
ic growth is the important determinant of total employment growth. Secondly, in-
ternational services outsourcing can optimize the employment industrial structure.
International services outsourcing mainly concentrates on modern service indus-
try, so it plays an importan't role in promoting the development of modern service
industry and other related industries. Theoretical analysis shows that international
services outsourcing has a direct influence on the upgrading of industrial structure
in undertaking countries, which facilitates optimization of employment structure of
industry. Thirdly, international services outsourcing will enlarge the gap between
regional employment distribution in undertaking countries, and so there is disten-

sible effect in regional employment difference. International services outsourcing




mainly relys on information technology, and so it has higher requirements for
service industry development level and environment and resources of human and
talents. International services outsourcing tends to cluster in the area which eco-
nomic development level is higher. The effect of cluster of international services
outsourcing will promote regional economic development and make the regional e-
conomic difference further expansion, which will widen the gap of regional em-
ployment in undertaking countries. Fourthly, international services outsourcing
has positive effect on the labor skill and is good for employment structure optimi-
zation in undertaking countries. Because there is technological spillover effect
based on learning mechanism, the international services outsourcing is beneficial
to enhance labor skill in undertaking countries, and thus increases demand and
supply of high skill labor. Fifthly, international services outsourcing has positive
effect on employment quality in undertaking countries. International services out-
sourcing has expension effect on total employment, which means more new jobs
are created in undertaking countries. International services outsourcing may lead
to increase nominal wage, for labourers, higher wage means higher labor reward.
The international services outsourcing will provide for laborers international plat-
form of vocational training, thus it has an important significance for laborers to
improve skills and supplies them opportunities to look for a better job. It will also
promote the overall human resources level in undertaking countries. In the
process of international services outsourcing, the outsourcing enterprises are usu-
ally the multinational companies that have higher internationalization level, and
they have developed advanced experience and systems improving the working en-
vironment in order to motivate employees, thus they play an exemplary role for
enterprises in undertaking countries. Through the above approaches, international
services outsourcing can produce beneficial effect to improve the quality of em-
ployment in undertaking countries.

Currently, the empirical analysis about employment effect of “international
services outsourcing in undertaking countries is relative scant. In order to validate
the theoretical analysis, the book takes China and India,the two typical services
undertaking countries as examples. Based on the reality of services outsourcing
and services outsourcing industry development in China and India, the paper ana-

- lyses the employment of international services outsourcing empirically. The results
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show that international service outsourcing has expanding effect to total employ-
ment both in China and India, but it has smaller direct impact on total employ-
ment in China, and larger direct impact on total employment in India. As for em-
ployment structure, international services outsourcing has positive impact on the
change of employment structure both in China and India, but at the present it
mainly benefit the second industry growth for the two countries. From the per-
spective of industry growth role in employment growth, the impact is not obvious
to optimize industrial employment structure. International services outsoﬁrcing has
notable different effect to different regional employment in China. International
services outsourcing has larger impact on employment increasing of eastern region
in China than that of central and western regions in China, which means that it
may further led to widen regional employment disparity in China. International
services outsourcing has a positive effect on total employment and wage in China
and India, which means more jobs and higer labor reward, then explains the up-
grading effect on employment quality of international service outsourcing.

To sum up, the theory and empirical analysis all show that international
services outsourcing has an impact on employment in undertaking countries, but
whether the effect is large or small depends on the impact of international services
outsourcing on employment decision factors and the mutual restrictive effect be-
tween the factors. As undertaking country, it should know about the omni-direc-
tional employment effect and ways of international services outsourcing. On one
hand, it should grasp the opportunity to develop vigorously international services
outsourcing and develop services outsourcing industry in order to expand employ-
ment amount, optimize employment structure, promote employment quality, on
the other hand, in the process of developing services outsourcing industry, in or-
der to unleash the full positive effect in promoting employment , it should increase
education inputs to improve human resource level, coordinate industry develop-
ment in order to improve services and services outsourcing industry development
level, coordinate regional economic development level, support services enter-

prise development and improve the labor mobility mechanism etc.

Key words: International Services Outsourcing; Employment Effect; Serv-

ices Undertaking Country
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