by Peng Shao
2. Both anecdocal evidence and economic theory indicate that offshoring between developed and developing countries can, as a whole, benefit both, but competition is intensifying.

This statement deserves more attention. I shall investigate several claims:

1. Offshoring can be beneficial for all the countries involved.

Given the globalization of free trade, leveraging “areas where [respective countries] have a comparative advantage” should be encouraged because it brings mutual benefit. Furthermore, this touches on item 6 (education) a little bit, offshoring could well shake the structure of educational policy in countries like India and China. In my experience, China has long been a stubborn nation with regards to political reform and capitalization, but given the significant increase in commercialization, free trade, and investment in research, the economic, political and educational landscape has gradually embraced the entrepreneur spirit.

2. Offshoring does not pervade every industry the same amount.

I used to work in the medical implantable devices industry, a maker of pacemakers, defibrillators and coronary stents – devices that the FDA considers to be at the most quality-critical levels. Because each country has their own version of the FDA – incidentally their own rules and regulations – our company was forced to reconfigure the devices for various OUS (outside the US) destinations – such countries included Japan, Germany, France, and several others. But they did not include China and India – my feeling is that the quality expectations of those countries for these implantable devices were significantly lower than that of the European Union and Japan. Thus in those countries, local companies could produce pacemakers for a far lower cost. Offshoring this quality sensitive labor poses a significant auditing issue for the FDA. Even something as minor as documenting training policies is closely inspected by the FDA. Given the varying standards of developed and developing nations, these and other industries like these are unlikely to be affected significantly by offshoring in the near future.
Additional reading from: http://www.aelera.com/pdf/overhere_vs_overthere.pdf
Several key observations:

· U.S. based companies expect to save a significant amount of money as a result of offshoring. The primary factor was lower wage rates. While not surprising, this motivation has been the root of debate in ethical circles.

· 40% of surveyed companies listed “Cultural Problems” as a major problem to offshoring. Nearly 70% listed this as at least a minor problem to offshoring.

· Nearly 50% of survey participants indicated they were at least somewhat likely to consider alternatives to offshoring, eg. leveraging resources in smaller U.S. metro areas.

· 90% of companies indicated that they would be at least somewhat likely to bring offshore projects back onshore if there were mounting problems.
