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Jobs – Where are they going?!

	By Karl H. Schultz
karlschult@aol.com
A new scenario we are hearing lately goes like this: “I’m a product designer for a winch manufacturing company in a group of 5 designers.  Been with them for 5 years since graduating from college.  Make $80,000.  We’ve done a pretty good job I understand – continue to come up with new and less expensive designs, usually make target cost and on-time product design schedules, etc.  However, last Friday our President met with us and told us that our whole design group is being laid off.  He has found a resource in Korea that will do the product design work for about a third of our cost.”
We’ve heard this story (sourcing jobs overseas) among manufacturing for decades.  (For an excellent read, go to www.nam.org/future for the “National Association of Manufacturers” white paper by the Joel Popkin & Co. titled, “Securing America’s Future: The Case for a Strong Manufacturing Base”).  But now this scenario is happening in the “knowledge worker” category.  And not just “customer call centers.”
So, what is going on?  In an August 5, 2003, article in the “USA Today,” it is estimated that nearly 500,000 non-manufacturing jobs will leave the USA from 2000 to 2005.  Why?  It is the typical story of companies saying they can reap enormous savings in costs.  As always, the focus is on cost.  Forget the customer.
What can we do to counter-act this “hollowing out?”  Aren’t we in business for our customers?  And what do customers want?  Understand customer requirements[1]:
Quality
Flexibility
Service
Costs
Response Times
Variability
 
 
 
Obviously our customers want lower costs, but note the other requirements most of which are difficult to achieve in an offshore sourcing (knowledge worker and/or manufacturing) location.  Hear what John A. McFarland, president and CEO of Baldor Electric, a very successful major US design and producer of electric motors has to say[2]; “I don’t want to sell Chinese motors to my customers.  When you go to China, India, or wherever, why are you going?  You’re going to achieve one thing  - a better cost.  However the customer does not make a decision to buy strictly on cost.  Customers are also interested in other product attributes.  These include quality, performance, availability plus a lot of other issues that don’t get resolved by outsourcing.”
What can be done to ensure that the offshore decisions are made to meet these customers’ needs?
Do we really understand our costs?  Are all the trips  to the offshore companies included in the product cost?  The communication cost?  Is the extra inventory cost for shipping on water included?  Is all the overhead activity for offshore sourcing captured in the product cost?  Do an activity based costing (ABC) analysis and compare US based cost with offshore cost.
And then there is the risk management issue.  What happened to those US companies that were heavily sourced off the West Coast when the dock strike occurred late last year?  Many flew parts and product to the US at considerable cost.  Some were shut down for a period of time.  Some tried to source back to old US suppliers without any luck because they had gone out of business or had downsized and didn’t have the capacity.  And some US companies have returned from sourcing in China because of violation of licensing agreements, etc.
Another activity is to study the US world-class companies.  They understand the major customer requirements as mentioned above.  They work toward being “lean” and continuous improvement is a major part of their culture and it is not just a buzzword but they live it every day.  Understand their “best practices” and “lessons learned.”  Take these and adapt them to your company and you will understand how to best meet customer needs and stay competitive in a world wide market.
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