Todd Mytkowicz

Assignment 6

Globalization and Offshoring of Software

“Both anecdotal evidence and economic theory indicate that offshoring between

developed and developing countries can, as a whole, benefit both, but

competition is intensifying.”

I do not profess to be a scholar of economic theory, however, I do take issue with this claim.  Any report that is worth its salt, should subscribe to the scientific method in some way.   Come on ACM - you are comprised of scientists!  "Anecdotal evidence" is not data from which one should draw conclusions.  However, it seems that is the basis for a good portion of their conclusions.  

Given off-shoring between two countries, I fail to see how it is possible to "benefit" both sides.  This is a zero sum game.  By that, if one country looses capital (be it tangible or not), the other country must increase its own capital.  Alternatively, and something that is not really talked about in this report, someone must loose if both countries benefit.  This is usually a third party, such as an undeveloped and unaccounted for country, or the poor and underprivileged of the two respective countries.  

The solution provided by the paper is for the respective countries to provide aid and programs to those that said off-shoring hurt.  However, what economic benefit will the company see to do this?  A company does not care who / what it hurts, so long as its shareholders benefit.  Being a US citizen, and given our political environment (campaign funding / lobbying), we cannot rely on government to force these programs upon the companies that benefit from off-shoring.  

Economic theory, as I understand it, says that off-shoring will benefit the US in the long run, because the labor market will adjust and produce more skilled jobs here, locally.  The idea is that lower skilled tech jobs (tech support and business processes, for example) are offshore d to a country that can provide these services at a much lower cost.  The resulting boon to the US companies revenue (they have, in theory, cut their costs drastically) will provide more higher skilled, and better paying jobs here in the US.  What about those who come here from other countries, however.  The US population just reached 300 million.  We are still a nation of immigrants, mostly poor.  How do they cope with the comparatively high cost of living and few low skilled jobs?  This article would have you believe it is it up to the company that outsourced tech labor to provide educational benefits or aid to these people.  However, why would a company do that?  It does not increase their bottom line - and I highly doubt a government program would force this upon a company.  After all, most republicans are traditionally not interested in forcing government upon business.  

I am not saying that I agree or disagree with the policies put forth in this article.  I just think this one point was made poorly and does not take into account those that truly suffer from outsourcing.  Instead, it only focuses on those that can benefit.

2) http://faculty.haas.berkeley.edu/jaffee/Papers/JaffeeSynthesisF1.pdf

This PDF details exactly the points I was trying to make above.  It looks at what are the true costs of globalization - both abroad and at home.  This is a very complex question, and in fact most of the paper is actually about how do you even ask the right questions to begin to answer something so complex.  I do not expect answers right away -globalization is something  that is relatively new to our societies, and we need time to grapple with it.  Unfortunately, by the time we actually are capable in asking who benefits and who is hurt by it, it might be too late.  Economics move faster than research!

