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Ever Hear of “Insourcing?” 

Benefits of Insourcing Lost in Outsourcing Debate  

Washington, DC — October 19, 2004 — Despite the hype, outsourcing is not the whole story in the debate over globalization.  A new study released today details the increasing importance of “insourcing” jobs – jobs supported by U.S. subsidiaries of foreign companies.  The study, titled “Insourcing Jobs: Making the Global Economy Work for America,” by Professor Matthew Slaughter of the Tuck School of Business at Dartmouth, also makes several essential policy recommendations to ensure the United States remains successful in the international competition to attract and retain insourcing jobs.  

“What has been almost entirely absent from this discussion about outsourcing is the converse dimension of globalization,” said Professor Slaughter.  “This process is called “insourcing,” i.e., the expansion into the United States by foreign-headquartered multinational firms.”  The report provides the latest government statistics and trends on insourcing jobs at the national level.  State-specific statistics are also available.

In addition, the study includes numerous case studies offering real life examples of how insourcing companies benefit the U.S. economy and workers.  One such example is Michelin Group – headquartered in France – with 18,000 American employees.  “My company long ago recognized the quality, skill level, and work ethic of U.S. workers.  But our competitive U.S. workforce is only the beginning: we’ve also made significant capital investments in the United States, including $2 billion alone in U.S. research and development over the last 20 years,” according to Michael Fanning, Vice President, Corporate Affairs, at Michelin North America.  “Innovative production techniques, manufacturing efficiencies and hard working employees have all contributed to enabling Michelin North America to be competitive on a global basis – such as manufacturing state-of-the-art earthmover tires in South Carolina that are shipped to the Chinese market,” Fanning stated.
While insourcing companies have been strong and steady employers in the United States over the last decade, the international competition for investment is becoming more intense.  Over the last year, the United States lost its place as the top destination for international investment.  “The challenge for policymakers is to ensure the United States remains a competitive location for investment,” Slaughter concluded.

Some of the report’s highlights include:

Jobs.  Insourcing companies employ over 5.4 million U.S. workers, representing about 5 percent of total private sector employment – up from just 3 percent in 1987.
Payroll.  Insourcing companies paid their American workers over $307 billion in compensation, accounting for over 6 percent of all U.S. private-sector labor compensation.
Higher Compensation.  The average annual compensation at insourcing companies was $56,667 – over 31 percent above the annual compensation in the rest of the U.S. private sector.  

Domestic Suppliers.  Insourcing companies purchased $1.26 trillion of their intermediate inputs from domestic suppliers, accounting for 80 cents of every dollar spent on inputs.
Labor Unions.  Insourcing companies have more than a 50 percent greater collective-bargaining coverage than does the overall U.S. private sector.
Top Ten States by “Insourcing”  
·   Insourcing in California supports over 616,000 jobs;
·   Insourced jobs in New York total nearly 400,000 and in Texas more than        

  

  350,000;
·   Illinois, Florida, Pennsylvania, New Jersey, Ohio, North Carolina, and Michigan   
  
     
  complete the list of the top 10 states by insourced jobs.

For a copy of the full report, more information on “insourcing” and the overall economic impact of U.S. subsidiaries of foreign companies, visit www.ofii.org.  
About the Organization for International Investment (OFII)

OFII is a Washington-based business association representing U.S. subsidiaries of foreign companies.  These companies are some of the largest employers in the United States.  OFII is dedicated to ensuring that U.S. subsidiaries receive nondiscriminatory treatment under U.S. federal and state law. 
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