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FIGURE 1.1: Average Hourly Compensation Costs for Manufacturing Employees in 
25 Countries, 2012 (in U.S. dollars)

* 2010 data.
** 2009 data.
*** 2008 data.

SOURCE: Adapted from the U.S. Bureau of Labor Statistics, International Comparisons of Hourly Compensation in Manufacturing, August 9, 2013.

company may or may not be a foreign company. India has now become the hotspot for outsourcing 
many business processes, such as accounting, data entry, customer service, and research and develop-
ment. GE Transportation (Chicago, IL) is one of the many U.S. companies that have outsourced some 
of their business processes to India. This company has outsourced all of its design work on locomo-
tives to Bangalore, India. A company usually outsources work to take advantage of specialized skills, 
cost efficiencies, or operational flexibility that they may lack. Risks of outsourcing include conflicting 
interests of the company and the third-party provider, excessive reliance on third parties, and lack of 
in-house knowledge of critical business operations.

Because of the continuing offshoring and outsourcing, manufacturing in United States has declined 
from nearly 30% of the gross domestic product (GDP) after World War II to just 10% by 2008. 
Despite this decline, Western manufacturers remain competitive because of their higher productivity. 
Globally, productivity rates continue to remain the highest in North America.

Globalization, Supply Chains, and Operations Management
Offshoring and outsourcing have had a huge impact not only on trade but also on supply chains and 
operations management—which is, of course, the subject of this book. A supply chain is a sequence 
of interconnected organizations that help develop, produce, distribute, and sell a product to the final 
consumer. The supply chain also includes organizations that help consumers return products as well 
as dispose of them. Each organization adds value in some way to the product as it moves along the 
supply chain toward its destination to the final consumer and beyond. For this reason, a supply chain 
is often called a value chain. Global supply chains are a global network of organizations involved in 
these activities. Operations management (OM) is the process of managing the system of designing, 

Supply chain: 
a sequence of 
interconnected 
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Operations 
management (OM): 
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