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The Question

Will India's share of the global white-collar wage bill be higher or lower five years from now?

India's IT services, BPO, and Global Capability Centres currently account for roughly USD 150-200 billion in Indian wages —
somewhere around 1% of the approximately USD 23-26 trillion that the world pays its knowledge workers each year. The prevailing
narrative says Al is about to shrink that share. This note argues the opposite.

Disclosure: The author has spent the last six months reading breathless predictions about Al rendering India's knowledge economy obsolete
and found himself mildly depressed. This note was written partly as therapy. The fact that the data overwhelmingly supports the
therapeutic conclusion is either convenient or correct. The reader can decide.

A note on scope: This analysis is entirely about employment outcomes for India's middle class — not about IT services stock prices. Indian
IT stocks can underperform for reasons that have nothing to do with this thesis: margin compression, pricing pressure, valuation resets,
growth deceleration, or simply being expensive. The stock market and the labour market are different conversations. A company's margins
can shrink while India's share of global knowledge work expands. Do not confuse the P&L of TCS with the prospects of the Indian
knowledge worker.

Bottom Line Up Front

India's share of the global white-collar wage bill goes up — materially — over the next decade. Al is the most powerful offshoring
accelerant since the internet, not a threat to it. The disruption falls overwhelmingly on high-cost Western knowledge workers, not on
India's cost-advantaged, Al-augmented workforce. What dies in India — pure data-processing BPO, perhaps 500,000 roles — is small
relative to what expands: Al-augmented services, entirely new language markets in Japan and Europe, and a massive wave of
implementation demand as Al gets woven into every corporate system on earth. The global macro consequence of this rebalancing —
consumption collapse in developed economies, an NPA crisis, commodity deflation — is the part nobody is talking about.

I. The Five Waves — Al Is Chapter Five, Not Chapter One

The obituary writers treat Al as a rupture — a new force that will upend India's offshoring model. This misreads history. Al is the
fifth wave in a 25-year story of progressive friction reduction. Each wave was supposed to be the last. Each expanded the
addressable market for Indian talent. Each was met with predictions of India's demise. None delivered on that prediction.

THE FIVE WAVES OF OFFSHORING FRICTION REDUCTION

Wave Trigger Barrier Removed Effect Addressable Mkt

1990s Y2K + Internet / Email Physical document transfer; on-site  Opened IT maintenance, basic I -10%
knowledge gathering back-office processing

2000s VoIP Voice communication cost; long- Opened call centres, voice support, NN -15-20%
distance charges telemarketing

2010s Video + Broadband Real-time collaboration; Opened GCCs, complex project I -20-25%
"presence" simulation work, team delivery

2020 COVID / Work From Home Physical presence myth; "they Opened senior roles, judgment I s
need to be here" work, client-facing functions 30%

2024+ Al / LLMs Language & context barrier; Opens non-English markets (Japan, |
quality perception gap Germany, France, Korea) + higher- ~50%+

complexity work globally

The first four waves had a common limitation: they only reduced friction for English-language offshoring. India's addressable market
was essentially the Anglosphere — the United States, the United Kingdom, Australia, and English-speaking functions within
European and Japanese multinationals. That is perhaps 40-50% of the global white-collar wage pool. Japan alone is a USD 3-4
trillion economy. Germany, France, South Korea, the Nordics — these were largely inaccessible because the work required native-
level language competence and cultural fluency.

Al breaks this barrier for the first time — and the mechanism is not translation. It is context preservation.

Start with the market India already dominates: English. Indian knowledge workers were always functional in English. But there was
a persistent — and often justified — perception gap in contextual nuance. Understanding that "let's circle back" means "no." That a
British client's "quite good" means "mediocre." That an American executive's casual email still carries implicit expectations about
tone, structure, and what gets said versus what gets left unsaid. This gap was real, and it was the last credible argument for keeping
work onshore: "Sure, they're cheaper, but our clients notice the difference."

Al eliminates this. An Indian analyst drafting a client memo can now run it through a model that adjusts tone, register, and cultural
framing to read as natively Western as anything produced in New York or London. The perceived quality gap — the one that kept
senior, client-facing work onshore — collapses. This alone expands India's addressable share within the existing English-language
market.

But the bigger prize is the market India has never been able to access: non-English economies. Translation was never the barrier —



Google Translate has existed for fifteen years. The barrier was that translation stripped context, tone, register, and cultural framing.
An Indian analyst could translate a financial report into Japanese, but it would read as foreign — wrong level of formality, missing
implicit meaning, culturally tone-deaf. That friction kept those markets closed.

Large language models do not translate. They re-render with context preserved. They understand that a Japanese business
communication requires specific levels of honorifics depending on the relationship hierarchy. That a German compliance report
carries different structural expectations than an American one. That a Korean client email conveys meaning in what is left unsaid as
much as what is written. The output reads as culturally native, not as translated.

This is a step-function expansion of India's addressable market, not an incremental improvement. Al deepens India's penetration of
English-language markets by closing the nuance gap, and simultaneously opens non-English markets — Japan, Germany, France,
South Korea, the Nordics — for the first time. The TAM for Indian offshoring roughly doubles.

II. The Arithmetic — Where the Savings Actually Sit

The global white-collar wage bill is approximately USD 23-26 trillion per year. India's IT services, BPO, and GCC wages account for
USD 150-200 billion of that — roughly 1%. The remaining 99% sits overwhelmingly in the United States, Europe, Japan, and other
developed economies, where a mid-tier knowledge worker costs USD 150,000-250,000 fully loaded.

A CEO looking to demonstrate "Al-driven efficiency" faces a simple optimisation problem:

Option A: Optimise Indian Operations
Indian worker cost: USD 25,000

Al replaces Indian worker: Save USD 25,000
Share of cost base: ~5%

Margin impact: ~20 bps

Board reaction: "That's it?"

Option B: Replace Onshore with Offshore + Al
Onshore worker cost: USD 200,000

Replace with Indian + AI: USD 30,000 + USD 5,000
Savings per head: USD 165,000

Margin impact: 200-400 bps

Board: "Al transformation delivering margin expansion"

No rational CFO optimises the 5%. The 95% is where the savings are. The economics are so asymmetric that the question answers
itself.

And the pressure to show these savings is unprecedented. Every Fortune 500 CEO is under board pressure to demonstrate Al-driven
cost gains. They simultaneously need to create budget to pay for Al infrastructure — tokens, licences, compute. The shortest path to
both objectives is the same: reduce high-cost onshore headcount, replace with Al-augmented offshore workers at a fraction of the
cost, and present the entire exercise as "Al transformation delivering margin expansion." The Al spend is a rounding error on the
labour arbitrage. The economics are real; the attribution is strategic.

This is not hypothetical. It is the dominant playbook that management consultancies are selling to Fortune 500 clients right now:
combine Al tooling with offshore talent to achieve cost reduction that neither could deliver alone. The consultants call it "Al-enabled
global delivery." The spreadsheet calls it offshoring with a language model on top.

So when someone argues that Al will devastate India's offshoring industry, ask them a simple question: why would a corporation
spend political capital and restructuring effort to save 20 basis points on its Indian cost base when it could save 200-400 basis points
on its Western cost base using the same tools? The math only works one way.

ITII. Quality Inversion — Not Just Cheaper, Better
The cost arbitrage is obvious and well understood. What is less appreciated is that India is not just cheaper — it is delivering
objectively better talent for mid-tier operational roles.

Consider the USD 60,000-100,000 salary band in the United States — accounting operations, financial reporting, reconciliations,
compliance, data analysis. This is work that requires competence but is not glamorous enough to attract ambitious Western
graduates.

THE QUALITY INVERSION AT MID-TIER

US Worker @ USD 80K Indian Worker @ INR 2M (~USD 25K)

Credential Polytechnic; partial CPA CA / CPA-equivalent — overqualified
Quantitative Skills Weak; basic Excel Strong; exam-hardened

View of Role Dead-end Aspirational

Work Ethic Quiet-quits within 6-12 months Sustained engagement

Work-Life Demands Rigid, non-negotiable Flexible

Response to Feedback Defensive Receptive

Retention 12-18 months 3-5 years

All-In Cost USD 100-120K USD 35-45K



This is not "good talent versus cheaper good talent." This is mediocre and entitled versus overqualified and motivated. At USD
80,000, American employers attract polytechnic graduates with weak quantitative skills and strong work-life expectations. At INR
1.5-2.5 million, Indian GCCs attract Chartered Accountants who are technically overqualified but view the role and compensation as
an excellent outcome. The cost advantage of 3-4x is a bonus. The quality advantage is the real story.

And the structural reason this cannot self-correct in the West is the aspiration mismatch. Smart Western workers do not want mid-
tier operational jobs regardless of compensation. An accounting graduate aspires to be a hedge fund analyst, an investment banker,
a founder — anything but "back office." Raising wages to USD 120,000 does not solve this. It attracts candidates with higher
aspirations who feel even more underemployed and disengage faster. Wage increases do not fix aspiration mismatches. They worsen
them.

Meanwhile, 59 million Americans are freelancing — 36% of the workforce. The gig economy provides an alternative: "I can drive
Uber with flexibility and trade stocks on the side, or grind in a cubicle doing reconciliations." Gallup data shows two-thirds of the
Western workforce is not fully engaged: 50% are quiet quitting, 16% are actively disengaged. Gen Z's commitment to "giving their
best" dropped from 54% in 2020 to 36% in 2022. These cultural dynamics have no near-term reversal.

Al compounds the quality inversion. It eliminates India's one traditional weakness — language, nuance, and "executive presence"
in communication — while preserving India's strengths, which are precisely the areas where Al still struggles: quantitative
judgment, technical accounting, process discipline, and the motivation to actually do the work.

Al plus a motivated worker beats Al plus a disengaged worker. Multipliers favour the side with more to multiply.

Add demographics: India's median age is 28. America's is 38. The Indian knowledge worker sees Al as a career accelerator, adopts
eagerly, uses it to eliminate communication friction and expand their capabilities. The American knowledge worker sees Al as an
existential threat, resists adoption, and when forced to use it, uses it to do less work rather than better work.

The parallel to manufacturing and China is instructive. The same dynamic — better quality at lower cost, an aspiration mismatch in
the West, policy attempts to reverse the trend — played out over three decades and proved irreversible. Manufacturing employment
in the US fell from 22% of total employment in 1979 to 8% by 2024. Approximately 3.7 million jobs migrated to China between 2001
and 2018. Despite a decade of reshoring rhetoric, 400,000+ manufacturing jobs remain unfilled because American workers would
rather work at Amazon for USD 22/hour. The white-collar version of this story is just beginning.

IV. What Actually Dies — Being Honest About the Blast Zone

Intellectual honesty requires acknowledging what AI does destroy in India. The thesis is not that India is immune. It is that what dies
is small relative to what expands.

The 93/7/2 framework. Non-voice BPO processing breaks down roughly as follows:

THE 93/7/2 FRAMEWORK — NON-VOICE BPO PROCESSING

93% — Straight-through processing. Already automated by rules engines & traditional software.

- 7% — Exceptions: the "unstructured—structured" conversion layer. AI automates ~5pp ($0.04/task vs $2.00 human).

. ~2% — Genuine edge cases requiring judgment, escalation, or regulatory sign-off. Remains human.

For decades, humans have been the conversion layer between unstructured real-world documents and clean database entries. Every
email chain in a trade break queue, every police report attached to an insurance claim, every doctor's note waiting to be coded into a
billing system, every bill of lading in a customs broker's inbox. The non-voice BPO industry exists because this task was too messy for
traditional software but too voluminous for expensive onshore labour. India and the Philippines built multi-billion dollar industries on
being the biological OCR-plus layer.

That era is ending. A Haiku-class model — the cheapest, fastest tier — can read a trade break email chain, extract counterparty
details, identify the break type, and output structured JSON in under a second, for USD 0.04. The human cost for the same task, fully
loaded in India, is approximately USD 2.00. The Al cost curve goes in one direction: down. Distillation pushes capability to smaller,
faster models. The cost per task drops from USD 0.04 to USD 0.01 to USD 0.002, while volume grows as adoption spreads.

The roughly 500,000 or more people in India doing pure data processing and exception handling — their roles do not survive. This is
real and should not be minimised.

The Philippines is hit harder. Its BPO sector generates approximately USD 38 billion in revenue, employs 1.82 million people
directly, and accounts for 8-9% of GDP. The entire value proposition — English fluency, accent neutrality, American cultural affinity
— was purpose-built for voice. Voice Al platforms are already eroding that advantage. Non-voice was supposed to be the fallback. It
will not be.

Coding efficiency gains are also real. Al-augmented developers produce more output per head. Large-cap Indian IT services firms
will face margin compression before they face headcount cuts — enterprise contracts are 3-5 year terms, and the immediate impact
is pricing pressure at renewal (clients demanding 20-40% rate reductions citing Al capability). Headcount cuts follow when
contracts roll off in 2027-28.

These are genuine losses. The question is whether they are larger or smaller than what Al simultaneously creates.

V. What Expands — And Why It More Than Compensates

Every major enterprise technology wave was supposed to reduce IT headcount. Every single one created more implementation
demand than it destroyed.

ERP and SAP in the 1990s were sold as "automate your back office, reduce headcount." Instead, they spawned a multi-billion dollar
services industry — implementation, customisation, integration, training, support — that India's IT firms captured at scale. Cloud
migration in the 2010s was the same story. Digital transformation, the same. The technology changes. The pattern does not.



Al will follow the same arc. It needs to be woven into every corporate system, every workflow, every decision process. Someone has
to build the connectors, handle the edge cases, manage the compliance layer, train the models on proprietary data, monitor outputs,
and maintain the systems as models evolve. That is a services industry measured in the hundreds of billions — and it flows to the
cheapest qualified labour.

The micro-SaaS displacement makes this even clearer. SaaS stocks are falling because Al enables corporates to replace
bloated USD 500K/year vendor contracts with custom-built lightweight tools that do exactly what they need and nothing more. This
is a transfer from licence revenue to services and implementation revenue. Someone has to build those micro-SaaS replacements.
Someone has to integrate them with existing systems. Someone has to maintain them as requirements evolve. It is not the CEO doing
this work. It is Al-augmented Indian developers at a fraction of the cost of onshore teams.

SaaS destruction becomes services creation. And the services flow downhill to the lowest-cost, highest-quality labour pool on earth.

Simultaneously, the addressable market for Indian knowledge workers expands from the traditional IT services and BPO segments
into domains that were previously inaccessible: legal process outsourcing, financial analysis, medical coding and imaging,
engineering simulation, creative production, and analytical work that was considered "too complex" or "too judgment-intensive" to
offshore. Al does not replace the offshore worker in these domains — it makes the offshore worker capable of handling work that
previously required a USD 200,000 onshore specialist, because the Al handles the complex reasoning while the human handles
execution, monitoring, and exception management.

The net employment effect for India is strongly positive. What dies — pure processing BPO, perhaps 500,000 roles — is a fraction of
what the expanding addressable market creates. India adds approximately 5 million graduates per year. The challenge has always
been demand, not supply. Al-driven offshoring expansion creates that demand.

VI. Every Scenario Ends the Same Way

Consider the possible futures for a mid-tier onshore knowledge worker earning USD 150,000-200,000 in a developed economy:

Scenario 1: Al proves moderately capable (handles 60-70% of work)

Remaining tasks are monitoring and exception handling — commodity labour that gets offshored at USD 25-30K.
- Onshore worker: DISPLACED

Scenario 2: Al proves highly capable (handles 90%+ of work)

Minimal human oversight needed. Both onshore and offshore roles cut — but onshore was already displaced at the earlier stage.
- Onshore worker: DISPLACED

Scenario 3: Al creates new categories of work

New tasks also performed by Al-augmented offshore workers, because the same labour arbitrage applies to new work as to existing work.
- Onshore worker: DISPLACED

Scenario 4: Political / regulatory barriers slow offshoring

Implicit admission that onshore workers cannot compete on merit. A subsidy, not a sustainable position.
- Onshore worker: PROTECTED (temporarily, at taxpayer cost)

In every branch: the high-cost onshore worker is the first casualty. The only variable is whether the role goes to a
cheaper human or a machine. It does not return to them.

The human-in-the-loop role that AI optimists tout as the saviour of Western knowledge work is, in practice, a monitoring function.
The AI performs the analysis, generates the output, and makes the recommendation. The human checks for obvious errors, clicks
approve, and escalates anomalies. This is commodity labour. The precedent is established: content moderation, SOC monitoring,
KYC/AML review, and quality assurance are all monitoring functions that have been successfully offshored at USD 8,000-20,000 per
worker. The Al "human-in-the-loop" role is structurally identical.

Enterprises need a human not merely to check AI outputs, but to serve as an accountability layer — someone who can be held
responsible when things go wrong, who absorbs managerial pressure, who provides the emotional labour of ownership that an Al
system cannot. This role is essential. It is not expensive. It does not require a USD 180,000 onshore professional. It requires a
competent, diligent worker at a fraction of that cost.

VII. The Global Consequences Nobody Wants to Discuss

If this thesis is correct — if AI accelerates the migration of knowledge work from developed economies to India and other low-cost
centres — the second-order effects are severe.

Developed-world knowledge workers earning USD 100,000-250,000 are the backbone of consumer demand in the United States,
Europe, and Japan. They service mortgages, auto loans, and credit card balances underwritten against those salaries. They populate
the restaurants, retail stores, and service businesses of major metropolitan areas. They pay the taxes that fund government services.

If a meaningful share of these workers lose their jobs or see their incomes compressed — and the argument of this note is that this is
the most likely outcome across every scenario — the consequences cascade:

Consumption contracts. The USD 200,000 household that becomes a USD 80,000 household (or a USD 0 household during a
transition period) cuts discretionary spending dramatically. Housing demand weakens. Auto purchases defer. Travel collapses.

An NPA crisis emerges. Banks holding mortgages and consumer loans underwritten against salaries that no longer exist face a
wave of non-performing assets. This is not a subprime story — these are prime borrowers whose income base erodes structurally,
not cyclically. The recovery playbook from 2008 (wait for the economy to recover and borrowers to get new jobs at similar salaries)
does not apply when the jobs have permanently migrated.



Commodity demand collapses. Developed-world consumption is the single largest driver of global commodity demand. If the
consumption engine stalls, oil, metals, and agricultural commodities face sustained price pressure. This is globally deflationary.

India is relatively insulated because its knowledge workers are gaining share — domestic consumption grows as Indian wages rise.
But India is not immune to the second-order effects. If the global economy enters a deflationary spiral driven by developed-world
income destruction, Indian export demand eventually suffers. The tailwind is real. The headwind from global demand destruction is
also real. The net effect for India remains positive, but the world it operates in becomes materially more volatile.

This is the uncomfortable endpoint that makes the analysis important rather than merely interesting. The people writing obituaries
for Indian offshoring are focused on the wrong funeral.

Conclusion

Return to the question: will India's share of the global white-collar wage bill be higher or lower five years from now?
Higher. Meaningfully higher.

Not because India is immune to Al disruption — it is not. Pure data-processing BPO will shed hundreds of thousands of roles. Coding
efficiency will compress margins at IT services firms. The biological OCR-plus layer is finished.

But these losses are overwhelmed by the expansion of India's addressable market. Al breaks the language-and-context barrier that
kept half the world's white-collar wage pool inaccessible. It eliminates the perceived quality gap that limited offshoring to routine
tasks. It creates a massive implementation and integration demand that flows to the cheapest qualified labour. And it hands every
CFO on earth a spreadsheet that says: "Cut your USD 200,000 onshore headcount, replace with Al-augmented Indian workers at
USD 35,000, and present it as Al transformation."

The disruption is real. It is just geographically concentrated — on the highest-cost labour, which is overwhelmingly Western. India is
the beneficiary of this rebalancing, not the victim.

The people writing India's knowledge-economy obituary are not engaging with the arithmetic. They are confusing the blast radius.
And — to be uncharitable about it — some of them may simply not be able to process the possibility that the disruption falls on
people who look like them rather than people who do not.

9 HY STUIT — but India's knowledge economy will not be among the dead.

This document reflects the author's analytical framework and is intended for discussion purposes. It does not constitute investment advice.



