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I have rarely seen and issue stir more debate, or more emotion, in the IT industry than the current kerfuffle over offshoring. At the one extreme we have the protectionists, who want to make it illegal to give work to companies in other countries. At the other extreme are the libertarian free-traders, who believe in open borders and the unimpeded flow of goods and services around the globe.

Most of us agree that freedom is a Good Thing, and that we should be able to run our lives, and our businesses, as we see fit. Logically, that includes contracting work to whoever we want. But we also believe that it is a Good Thing to keep jobs in the country, and to keep skills and money close to home. What are we to believe?
The protectionists seem to be winning the war of words, but the free traders are winning on the ground. In the USA, the debate is second only to the administration’s duplicity over Iraq and terrorism as an election issue, and even the Republicans are arguing in favour of “saving American jobs”.

Their arguments are generally those of protectionists down the ages, based on the assumption that trade, and globalisation, is a zero sum game. They continue with this belief despite the lessons of history and mountains of evidence to the contrary.

In virtually every case, free trade has brought more benefits to more people than protectionism. But their arguments are superficially attractive, particularly if you have lost your job to a foreigner.

But it is difficult, or even impossible, to legislate against technology or business dynamics. While ever there are good reasons to hire people or companies in other countries, people will do it. No matter how loud the bleats of the protectionists, offshoring is here to stay.

But it is not a black and white debate. We are starting to hear from what we might call the intelligent middle, which realises that globalisation as inevitable, but which is looking for ways to use it to local advantage. In the Australian context, this means looking at this country’s competitive advantages and exploiting them.

The largest of the IT analyst groups, Gartner, has established a large practice advising users and vendors on the pros and cons of outsourcing in general, and offshoring in particular. “Whether you outsource locally or internationally, it is not something you should do for cost reasons,” says Gartner vice president Rolf Jester. “Outourcing should be about service, not price.

That is to Australia’s advantage, says Jester. “This country has a large range of competitive advantages that India and China and other popular offshoring destinations simply don’t have. These include our lifestyle, our legal system, our educational level and skills base, many relative cost efficiencies, and the linguistic diversity of Australia’s multicultural society.

“It’s not widely realised that a lot of multinational companies use Australia as an offshore destination for Asia and other countries,” Jester explains. “Oracle has a big support centre in Melbourne that services all of Asia. IBM has one on the Gold Coast that supports Japan, in Japanese. Australian IT innovators are in a unique position to tap into the global value chain, just as the Indians have done.”
The Kiwis have woken up to this, says Jester. “At Gartner’s next offshoring conference in London, the New Zealand government has taken a stand promoting NZ as an offshoring destination. Australia could do the same, if people would look beyond their immediate concerns to the larger opportunities out there.”

Someone who has done just that is Paul Matthews, a well-known Australian IT entrepreneur. Matthews has recently brokered a deal with a large US software house where Australian IT professionals will develop and maintain development projects for clients in the USA. The bottom line costs per hour are higher than in India, but lower than in North America.

“My client believes in Australia, and has had very good experiences with its staff in its Australian offices. They can solve many of their problems in Australia, but not in the rest of the world. They looked at Israel and India, but they had major concerns about political stability.”

Matthews believes that too many Australian companies are overlooking Australia’s skills base and the many other advantages to keeping IT skills onshore. “Often Australian software development companies aren’t even being given the opportunity of quoting for jobs, because so many people have these ideas that things are cheaper and easier offshore. When you factor in all the issues, they are not. The project management costs alone, if properly accounted for, can more than eat up any savings afforded by cheap offshore programmers.”

Industry bodies like the ACS and the AIIA are moving towards this view. Both want jobs to stay in Australia, but neither are in favour of a legislative approach, which will ultimately strangle innovation and entrepreneurship. The ACS is developing guidelines for “responsible” offshoring, and the AIIA’s Rob Durie has called for a response based on Australia’s advantages.

That is the way the debate should be headed. Protectionism ultimately helps nobody.
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