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1. Explanation

Everyone says Al will gut India's outsourcing industry. A contrarian analyst crunched the
numbers and found the opposite — and what he found could reshape the entire global economy.

What's Going On?

India's IT services, call centres, and 'Global Capability Centres' (offshore offices that multinationals run
inside India) employ millions and generate roughly $150-200 billion in wages each year. That's about 1%
of the $23-26 trillion the world pays its white-collar workers annually. The dominant Silicon Valley
narrative says Al will shrink this slice — that machines will replace Indian analysts, coders, and
back-office staff.

Anshu Govil's February 2026 analysis flips that argument upside down. He argues Al is actually the
biggest accelerant of offshoring since the internet itself, because the savings from replacing a $200,000
American worker with a $30,000 Indian worker plus Al tools are vastly larger than the savings from
automating the Indian worker away. The disruption, he says, lands on Western knowledge workers —
not Indian ones.

How To Think About It

Think of offshoring as a series of dams breaking. Each new technology removes a barrier that used to
keep work onshore in rich countries:

» Like Netflix's bet on dubbing and subtitles. For decades, Korean dramas and anime stayed mostly
inside their home countries because language was a wall — global viewers couldn't follow the
dialogue and global studios couldn't be bothered translating. Once Netflix industrialised translation
at scale, Squid Game became a worldwide hit and a Korean creative economy exploded. Al does the
same wall-flattening for Indian knowledge work: the previously-closed Japanese, German, and
French markets become reachable when language and cultural-nuance friction collapses.

 Like the rise of Korean dramas on Netflix: subtitles existed for decades, but streaming + algorithmic
recommendation removed cultural and discovery friction, suddenly opening huge non-English
content markets. Al does this for business communication.

o Like a CFO with a S100 budget cut to make: trimming a S5 expense by 100% saves less than
trimming a $95 expense by 20%. The math forces companies to cut where the money actually is —
and that's in high-wage countries.

Key Things To Know

e A US white-collar worker costs $150,000-250,000 fully loaded; an Indian equivalent costs about
$25,000-30,000 — an 8x gap.

e Al's real power isn't translation (Google Translate has existed since 2006) — it's 'context
preservation': preserving tone, formality, and cultural nuance so output reads as locally native.

» Govil identifies five 'waves' of offshoring: Y2K/internet (1990s), VoIP (2000s), video calls (2010s),
COVID work-from-home (2020), and now Al (2024+). Each was predicted to end India's run; each
instead expanded it.
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« The biggest prize isn't English-speaking work — it's previously closed markets like Japan ($3-4
trillion economy), Germany, France, and South Korea, where cultural nuance kept work locked
onshore.

 What most people miss: confusing the stock prices of Indian IT firms (TCS, Infosys) with the
prospects of Indian workers. Companies' margins can shrink even as Indian employment in global
knowledge work expands dramatically.

Why It Matters

If Govil is right, the people most at risk from Al aren't coders in Bangalore — they're junior lawyers in
Chicago, financial analysts in Frankfurt, and consultants in London. That has direct consequences for
any teen choosing a career path: the question isn't 'will Al take my job?' but 'will my job stay in my
country?' It also reframes how you should think about university majors, where you live after
graduation, and whether the traditional path of college corporate office in a developed economy still
offers the same security it did for your parents.

The Bigger Picture

If hundreds of billions of dollars in wages migrate from developed to developing economies over a
decade, the second-order effects are enormous: weaker consumer spending in the US and EU, potential
bad-loan crises as middle-class borrowers can't repay mortgages, deflation in commodities, and
political backlash that could fuel protectionism or new immigration battles. Watch for early signals —
rising unemployment among American white-collar workers, hiring booms in Indian GCCs, and
corporate earnings calls where 'Al transformation' suspiciously coincides with offshore headcount
jumps. The last comparable rebalancing was the China manufacturing shock of 2001-2015. This one
could be bigger, faster, and aimed at a class of workers who never thought it could happen to them.
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2. Key Terms Glossary

White-collar wage bill

The total amount of money paid worldwide to office-based knowledge workers (analysts, lawyers,
accountants, programmers, etc.) — as opposed to manual or 'blue-collar' labour.

BPO (Business Process Outsourcing)

When a company hires an outside firm — often in another country — to handle routine business tasks
like customer service, payroll, or data processing.

Global Capability Centre (GCC)
An offshore office that a multinational company operates itself (rather than outsourcing) to do
high-skill work like research, engineering, or finance from a lower-cost country.

Total Addressable Market (TAM)

The total possible revenue or demand available if a business or industry captured 100% of a given
market. Used to size opportunities.

Large Language Model (LLM)

An Al system trained on enormous amounts of text (like ChatGPT or Claude) that can generate, edit,
and reason about human language.

Margin expansion

An increase in a company's profit margin — the percentage of revenue kept as profit. CEOs love it
because it signals efficiency to investors.

Basis points (bps)
A unit equal to 1/100th of a percentage point. A 200 bps margin gain means profits rose by 2
percentage points (e.g. from 10% to 12%).

NPA (Non-Performing Asset) crisis

A situation where many borrowers stop repaying their loans, causing banks to take huge losses. Often
triggered by mass unemployment or recession.

Fully loaded cost

The total cost of employing someone — salary plus benefits, office space, taxes, and overheads — not
just the headline pay.
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3. Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage primarily argues that:

QA
QB8
Qo
oD

Al will significantly reduce employment for Indian knowledge workers over the next decade.
Al will accelerate offshoring and expand India's share of global knowledge work.

Indian IT services stocks will outperform Western technology stocks going forward.

Al translation tools have finally made global business communication seamless.

Q2. According to the passage, the main reason CFOs will not use Al primarily to replace Indian workers
is that:

oL

o®)

Qo)

Op)

Indian workers have specialised skills that Al cannot easily replicate yet.

Cultural and political pressures make offshore layoffs more difficult to execute.

The cost savings are too small relative to replacing higher-paid onshore workers.
Boards generally prefer cutting costs in domestic markets before international ones.

Q3. Which choice best states the central distinction the author draws between Al translation and large
language models?

oL

o®)
Qo)

Op)

Q4. As

LLMs translate faster and more cheaply than older translation systems.

LLMs preserve cultural context and tone rather than merely converting words.
LLMs work for spoken language while older translation tools handled only text.
LLMs eliminate the need for human review of business communications entirely.

used in the passage, the word 'render' (in 're-render with context preserved') most nearly

means:

QA
oL
Qo
OPD)

to surrender or hand over

to melt down into basic components
to reproduce in a different form

to provide a service to someone

Q5. As used in the passage, the word 'friction' most nearly means:

om

Q8
Qo)

Op)

physical resistance between two surfaces
obstacles or barriers that slow a process
interpersonal conflict between colleagues
static electricity generated by motion

Q6. Which statement about Indian IT services companies' stock prices can most reasonably be inferred

from the passage?

oL
o®)
Qo)
ol

They are guaranteed to rise as India's share of global knowledge work expands.
They will collapse as Al eliminates demand for traditional IT services.

They may underperform even if Indian knowledge employment grows substantially.
They are the best proxy for tracking India's white-collar workforce health.
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Q7. The passage suggests that the previous four 'waves' of offshoring share which characteristic?

oL

o®)

Qo)

Op)

They all primarily benefited English-speaking labour markets.

They were each predicted to expand India's economic role significantly.
They each took roughly a decade longer than experts initially forecast.
They all originated from technological innovations developed in India.

Q8. The author's tone throughout the passage is best described as:

QA
QB8
Qo
OPD)

alarmed and urgent about looming economic catastrophe
neutral and detached, presenting all viewpoints equally

confident and contrarian, challenging a popular narrative
nostalgic and reflective about earlier eras of globalisation

Q9. Which of the following can most reasonably be inferred about the global economic consequences
the author anticipates?

om

Qe

Qo)

Oo)

Developed economies may face reduced consumer spending and financial stress.
Developing economies will experience inflation as wages rise too quickly.
Commodity prices will rise sharply due to increased global demand.

Stock markets in India and the West will move in tight correlation.

Q10.Which choice provides the best evidence for the answer to the previous question?

oL

o®)

o
ol

'India's IT services, BPO, and Global Capability Centres currently account for roughly USD 150-200
billion in Indian wages.'

'Al is the most powerful offshoring accelerant since the internet, not a threat to it.'

'The global macro consequence of this rebalancing — consumption collapse in developed economies, an
NPA crisis, commodity deflation.’

'Indian IT stocks can underperform for reasons that have nothing to do with this thesis.'

My Score: /10
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4. Answer Key with Explanations

Q1. The passage primarily argues that:

Answer: B

The author's central thests, stated in the '‘Bottom Line Up Front' section, is that India's share of global white-collar
wages 'goes up — materially' because Al is an 'offshoring accelerant.' Choice A is the opposite (Trap A: right scope,
wrong direction). SAT Tip: When a passage explicitly contrasts itself with a 'prevailing narrative,' the author's
thesis is almost always the opposite of that narrative — find the pivot phrase (‘this note arques the opposite') and
anchor your answer there.

Q2. According to the passage, the main reason CFOs will not use Al primarily to replace Indian workers
is that:
Answer: C

The Option A vs Option B comparison shows replacing a $25,000 Indian worker saves far less than replacing a
$200,000 onshore worker — 'No rational CFO optimises the 5%.' Choice A is unsupported (Trap C: plausible
real-world claim, not in passage). SAT Tip: When a passage walks through an explicit numerical comparison, the
correct answer almost always paraphrases the math, not outside knowledge about the topic.

Q3. Which choice best states the central distinction the author draws between Al translation and large
language models?
Answer: B

The passage explicitly states 'Large language models do not translate. They re-render with context preserved' —
covering honorifics, formality, and unspoken meaning. Choice A focuses on speed/cost, which the passage does not
emphasise (Trap B: passage vocabulary in wrong combination). SAT Tip: When a passage uses a mot X but Y’
structure, the correct answer mirrors that exact contrast — find the sentence with 'not' and the right answer is
hiding right after it.

Q4. As used in the passage, the word 'render' (in 're-render with context preserved’) most nearly
means:

Answer: C

In context, 're-render' describes how LLMs reproduce a message in another language while preserving meaning —
closest to 'reproduce in a different form." Choice D ("provide a service, as in 'render assistance') is the most common
everyday meaning and the trap (Trap B: real meaning of the word, but wrong for this context). SAT Tip: On
vocab-in-context, substitute each option into the sentence and re-read — the correct one keeps the sentence's logic
intact; the common dictionary meaning is usually the trap.

Q5. As used in the passage, the word 'friction' most nearly means:

Answer: B

The passage describes 'friction reduction' across waves of technology — meaning barriers (language, distance,
presence) that historically prevented offshoring. Choice A is the literal physics meaning and the obvious trap (Trap
B). SAT Tip: Economics and business writing borrow physics words (‘friction," 'momentum,' 'velocity') as metaphors
— when you see them, the answer is almost never the literal scientific definition.

Page 7 | GenAware



GenAware | Why Al Might Be India's Biggest Economic Tailwind, Not Its T

Q6. Which statement about Indian IT services companies' stock prices can most reasonably be inferred
from the passage?

Answer: C

The author explicitly warns readers 'Do not confuse the P&L of TCS with the prospects of the Indian knowledge
worker' and notes stocks can fall due to margin pressure or valuation resets independent of employment trends.
Choice A contradicts this by treating stocks and employment as identical (Trap A: wrong direction). SAT Tip: When
a passage includes an explicit caveat or 'do not confuse X with Y' warning, expect a question that tests whether you
can keep the two ideas separate.

Q7. The passage suggests that the previous four 'waves' of offshoring share which characteristic?

Answer: A

The passage states the first four waves had 'a common limitation: they only reduced friction for English-language
offshoring,’ limiting India's market to the Anglosphere. Choice B reverses the actual claim — each wave was
predicted to END India's run, not expand it (Trap A: wrong direction). SAT Tip: When a passage lists a sequence
(waves, stages, phases), expect a question about what they share or what changes between them — annotate the
common thread as you read.

Q8. The author's tone throughout the passage is best described as:

Answer: C

The author opens by noting he found the prevailing narrative ‘mildly depressing' and explicitly sets out to argue
'the opposite,’ using assertive phrases like ‘the question answers itself' and no rational CFO." Choice B is wrong
because the author is clearly taking a side (Trap C: sounds like good analytical writing should be neutral, but this
one isn't). SAT Tip: Tone questions reward you for reading the author's adjectives and rhetorical moves, not the
topic — a confident author writing about a scary topic still has a confident tone.

Q9. Which of the following can most reasonably be inferred about the global economic consequences
the author anticipates?

Answer: A

The 'Bottom Line Up Front' section warns of ‘consumption collapse in developed economies, an NPA crisis,
commodity deflation' — all signs of economic stress in rich countries. Choice C contradicts this directly (the passage
predicts deflation, not rising prices) (Trap A: wrong direction). SAT Tip: Inference questions are still grounded in
the text — eliminate any choice that contradicts an explicit passage claim before considering plausibility.

Q10.Which choice provides the best evidence for the answer to the previous question?

Answer: C

Choice C directly names the stresses on developed economies (consumption collapse, NPA crisis) that support the
previous answer about reduced spending and financial stress. Choice B states the thesis but says nothing about
consequences for developed economies (Trap B: relevant passage vocabulary, wrong question). SAT Tip: On
evidence-pairing questions, first locate the exact passage line you used to answer the previous question, then
match it to the option containing that line — never re-evaluate your previous answer based on the evidence
options.
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