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Opinion: A low-hanging tariff opportunity is
being ignored
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President Donald Trump’s obsession with tariffs as a mechanism to reduce the nation’s trade\
imbalance is at best naive, and more likely, ill-conceived. As American consumers become|
more price-sensitive, they will notice when tariffs raise prices for goods, leading some to change\
some of their buying patterns. However, the time frame for building domestic production|
capacity to replace international import goods is measured in years, not days. The only thing\
that tariffs are certain to yield are frustrated consumers.

Yet there is one place that tariffs can have a quick impact that most US consumers would|
welcome; off-shore customer service centers (OCSCs).\

Many companies have resorted to OCSCs for the same reason that manufacturers of goods have\
moved their operations overseas: It costs less. OCSCs can be staffed with personnel that can be|
paid significantly less than employing Americans. What could cost companies as much as $30
per hour in the US, an OCSC can be staffed with people making one-third or less of this rate. \

From a company perspective, this represents an enormous saving. Many companies who use\
OCSCs are in service industries, including airlines and banks. The problem is that even with
significant investment in training, the people manning the phones at the OCSSs have not grown\
up in the US and are culturally not in tune with the people who they speak with. The net result
of using OCSCs may be frustrated consumers.\




There is also the issue of trust. Given that several financial institutions use OCSCs, sharing youﬁ
banking information, including your social security number and banking information, with al
person that may live thousands of miles away in another country can be disquieting.\

Then there is the issue of oral communication itself. Companies are wise to locate their OCSCS‘
in countries where English is widely spoken and used. This is why the Philippines is a popular\
choice, given that English is one of'its official languages. India is also used by several\
companies, given their widespread English proficiency. Yet language alone does not close the\
cultural abyss with OCSCs|

All these jobs located offshore could be filled domestically, albeit at a higher cost. If the]
president wants to level the playing field, creating a tariff system to penalize companies that use\
OCSCs would have multiple benefits, albeit a few costs.

The benefits are obvious. Domestic customer service centers would provide more job)
opportunities at for people with entry level skills. It would also be welcomed by consumers,
who would get to speak with people who live in the US. Of course, the question is whether there|
are sufficient personnel available in the US to fill all such positions. \

The downside is the higher costs to the companies. Recouping such costs would ultimately be\
paid for by consumers. |

Given that OCSCs employee several million people, a tariff based on the number of people|
companies employ at OCSCs or the number of call centers scaled by size would place headwinds\
on companies using them. |

Tariffs are a crude tool for pushing companies and consumers to focus on producing and buying|
American made goods. The same can be said with locating and staffing OCSCs. Yet\

many companies do operate domestic call centers, including several in the health insurance,
financial, and communication industries. How such costs impact their bottom line and the cost\
of their products to consumers is difficult to assess.\

What is certain is that given a choice, most American prefer to speak with customer service
representatives based in the US. Given that they also prefer live agents, rather than Al chatbots,
this means that American customer service agents are what people want.\

Anything that is taxed is discouraged, and tariffs are nothing more than a tax. Placing tariffs on\
OCSCs would likely have a quicker effect on changing company behavior than placing tariffs on|
manufactured goods. The one difference is that American consumers would welcome speaking\
to a live customer service agent in the US, given that they are calling a customer service call|
center to resolve a problem or place an order. Companies should welcome the opportunity to\
give consumers what they want, and domestic customer service call center falls into this\

category.
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