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The debate over the so-called IT skills shortage continues. The government claims there is a shortage of IT professionals in this country, and it continues to encourage their immigration. Meanwhile figures from the Australian Computer Society and elsewhere show an oversupply of IT professionals, and massive unemployment in the industry.

Obviously both views cannot be right. I strongly believe the evidence points to there being many more IT professionals than there are jobs, but the debate continues. I believe that the main reason there is so much disagreement and over the state of IT employment is because there is a fundamental structural change occurring in the industry, which many people are not aware of. That is the shift of IT jobs from inside user organisations to outside.

This is sometimes called “outsourcing”, and it has been going on for some time. All manner of organisations are outsourcing all manner of activity, including all manner of IT. But there is much more to it than most people realise.
By far the majority of IT costs are internal – salaries, data centre management, consumables, etc. But this proportion is dropping. The whole history of the computer industry has been about more and more activity moving from internal (do-it-yourself) to external (product).
People used to write their own applications – now they buy packages. People used to build their own networks – now they plug into the Net. Training, programming, help desks, and a whole range of activities now occur outside of the organisation, with the expenditure transferred from internal to external. The external service providers have economies of scale and greater efficiencies, and so employ fewer people to do the same amount of work.
Vendors are increasingly aware of this trend. IBM has totally reinvented itself over the last ten years as a service company. Oracle, itself now a major service company, is pushing to run its client’s applications for them. Compaq bought DEC, and HP bought Compaq, largely for their consultancy capabilities. Web services, the hottest trend of the new millennium, is all about facilitating the outsourcing of business functions.
The trend is being greatly accelerated by the increased globalisation of the IT industry. Much of the debate over IT skills worldwide has centred around the immigration of cheap labour, but the real action is in the wholesale export of IT jobs to low cost countries. The chief beneficiary of this has been India, because of its sheer size. With over a billion people, and a much higher birthrate, India will overtake China in population this decade, and it has over half a million IT graduates, with over 50,000 more entering the workforce each year. And they all speak English.
Data communication and voice telephony costs are now so low, and bandwidth so broad, and the Internet so ubiquitous, that it is a simple matter to run an applications development centre offshore. An increasing number of the world’s call centres are now in India, or the Philippines, or southern Africa. Business process outsourcing (BPO) is the fastest growing sector of the Indian economy, and is expected to grow tenfold, to $US70 billion, by the end of the decade.

We are now witnessing, on a global scale, the kind of disruption that occurred in the English countryside in the industrial revolution 200 years ago. We have long witnessed the movement of blue-collar jobs to low-cost countries, now we are seeing white-collar jobs move offshore, at an even faster rate. The dark satanic mills of the information millennium are in the suburbs of Bangalore, Shenzhen and St Petersburg.

International Business Week ran its cover story on this phenomenon a month or so ago (“The New Global Job Shift”, 3 February 2003). And it is not just IT jobs – it is architects, accountants, engineers, indeed any type of knowledge worker. If the work can be digitised, it can be exported. Microsoft’s second largest development centre is in Beijing, and Oracle plans to have 4000 software designers in India by the end of next year. Large and small IT shops are moving software development and other functions to India and elsewhere in the world at an increasing rate.
All this is good news if you are an Indian software engineering graduate, a Chinese chip designer or a Filipino accountant. It is bad news if you work in any of these professions in Australia, the USA, the UK or most other countries of the first world. And what can be done about it? Absolutely nothing.

This change is as inevitable as the sunrise – and the sunset. We cannot turn off the bandwidth, nor the desire and the ability of talented individuals and companies in China, India and the rest of the developing world to better themselves. Nor can we eliminate, or even reduce, the desire of people and organisations in the Western world to minimise their costs and maximise their profits.

The genie is out of the bottle. The current squeeze on jobs in the Australian IT industry is but a small symptom of a much larger and irreversible trend. There is a fundamental force at work here. Resistance, ultimately, is futile.
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