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Black Holes or Fertile Fields?

The American Perspective on International Business Service Outsourcing.

First, it was the ship, followed by the telegraph, the airplane, and the internet. The concept 

of gradually shrinking world is one that societies have been grappling with for millennia. 

Accessing other parts of the globe has created endless opportunities for trade and mutual 

enrichment. At the same time, differences among different cultures subsist and may result in 

anxiety at home as global trade pushes forward. One of the latest moves in international business 

is the outsourcing of services, especially back-office business operations, to countries where these 

jobs can be done at a more competitive price. This practice has become a divisive issue in the 

United States and receives regular media attention. 

As an example of international outsourcing at work, David Galbenski owned a small 

Midwest legal contracting company that grew quickly between 1993 and 2003, then began to 

stagnate. Galbenski committed to increasing growth by reaching out to the East Coast market. 

His success in this more competitive arena rested upon maintaining the company’s low pricing, 

even as they grew to accommodate new clients. Galbenski began to investigate the possibility 

of outsourcing certain legal tasks to an Indian firm, where a fair wage is only a fraction of an 

American lawyer’s salary.  One year and $250,000 later, two Indian companies were maintaining 

his client database and performing document review (Dahl, 2006).

Low wage is the strongest incentive for U.S. companies to offshore work. Milton Ezrati 

offered the following figures in 2004:

According to IBM, a Chinese programmer with three to five years of experience earns 



the equivalent of around $12.50 an hour. His American equivalent makes closer to $56.00 

an hour. American firms operating in Bangalore, India, note that a software engineer there 

makes about $30,000 per year, less than one-sixth of his Silicon Valley equivalent. The 

average English-speaking telephone operator in India makes about $1.50 an hour, 

compared with $11.00 for a similar operator in the States.

Business arrangements that seek to cut costs by outsourcing have sprung up not only in 

the U.S., but all over the world. Amiti and Wei (as cited in Dunbar, 2006, p. 41) explain that a 

number of small, developing countries also outsource their business services. The United States 

has a net surplus in business services, being the recipient of much of this work (p. 42). Countries 

are not all alike in their attitudes toward international outsourcing, as their proposed and enacted 

legislation reveals. According to Morrison & Foerster LLP, the year 2004 saw a sharp rise in 

U.S. state and federal bills proposing to restrict outsourcing. In Europe, however, legislation and 

public research tends to support and encourage the practice (2005).  Why the disparity? Should 

international outsourcing in the service sectors be a source of concern to the American economy, 

or have the dangers been exaggerated?

The issue has come to the forefront at an interesting time in U.S. history. Manufacturing 

work has by now been outsourced for decades, namely to China. But the national mood never 

seemed to darken quite as much as it does now in the face of Indian call centers and Sri Lankan 

accounting firms. As Drezner notes, this is the first time we have seen the security of white-collar 

jobs being threatened by outsourcing (2004). This demographic has effectively registered their 

displeasure, thanks increased media access and social platforms.

The current pressure facing the economy leaves many people seeking a scapegoat. It is a 

seemingly simple matter to establish a link between American unemployment and the departure 

of well-paid positions overseas. In the words of Frank LaGrotta, who serves on the Pennsylvania 

state legislature, “outsourcing treats working Americans like waste products” (as cited in Dunbar, 

2006, p. 50). While some focus on the need for efficient, growing businesses to generate wealth 



for their stockholders, Harvard economics professor Stephen Marglin points to the fact that 

the U.S. suffers from a great economic divide. Most American workers do not own stock in the 

companies that employ them, and the practice of outsourcing, by eliminating their jobs, will likely 

abase them further (as cited in Dunbar, 2006, p. 60). And though productivity and profits in 

business are up, wages remain worryingly stagnant (p. 56). It is easy for the competitive practices 

of corporations to appear greedy and malevolent in a time when many struggle to make ends 

meet. At first glance, these arguments against outsourcing appear strong enough to outweigh 

possible benefits.

There is another side to the story, however. Those who champion international outsourcing 

often begin with a discussion of macroeconomics. Jeffrey A. Singer (as cited in Dunbar, 2006) 

sums up classical economist David Ricardo’s comparative advantage theory thus: “If the French 

make better wines for less money than the English, and the English make better sweaters for less 

money than the French, then they both would be better off if they drank French wine and wore 

English sweaters” (p. 65).  Kane, Schaefer, and Fraser point to the strong correlation between free 

trade policies and strong GDP growth, and explain that more efficient businesses can offer lower 

prices to benefit all consumers (as cited in Dunbar, 2006, pp. 26–27). And there is little argument 

against the fact that outsourcing increases business productivity while saving money.

The debate over outsourcing also involves discussion of foreign trade policy. The economic 

opposite of free trade is known as protectionism, that is, the imposing of restrictions on foreign 

trade in favor of domestic producers. Morrison & Foerster LLP propose that protectionist 

measures could substantially frustrate foreign investment, “further aggravating U.S. trade 

imbalances” (2005). James Flanigan (2005) also recognizes the potential of U.S. investment in 

the economies of heavily populated, developing countries. As “billions of formerly poor people” 

acquire purchasing power thanks to wages paid by U.S. companies, they stand to bring an 

enormous boost to global trade, innovation, and demand for products (as cited in Dunbar, 2006, 

p. 56). There is an economic incentive to leveling the global playing field through international 



exchange, of which outsourcing is a small but growing part. 

Outsourcing may even be miscast as a leading culprit in U.S. unemployment. The sluggish 

job growth in the U.S. of late seems like grounds for indictment, but according to Kane, Schaefer, 

and Fraser, outsourcing is behind a mere 0.71 percent of total U.S. job losses each quarter (as 

cited in Dunbar, 2006, pp. 25–26). Many believe that the departure of menial jobs to foreign 

nations will free up capital to create more cutting-edge jobs domestically. Steven Pearlstein 

reports on a success story that illustrates just such an outcome: Information Management 

Consultants is a Virginia based company that sought to meet the demand for software to aid and 

incorporate human genome research. The cost of creating this software was prohibitive without 

tapping the talents and wage discrepancies of Indian engineers and coders. IMC did so, and 

produced the software for a marketable price. Their bioinformatics business grew, employing 

“six-figure PhDs” and “six [engineers] for every one in India” (2004). Though not all businesses 

are willing to invest in their employees to the extent that IMC did, this example proves that the 

possibility exists when outsourcing is an option.

Historical precedent also may assuage some of the concern surrounding outsourcing. 

Offshore business strategies certainly aren’t new, and neither are major shifts in industries that 

bring unknowns. There was a time when the advent of computers appeared to threaten the jobs 

of millions. This seems ridiculous in retrospect, but people did not know what kinds of jobs 

computers would create (Flanigan, 2005, as cited in Dunbar, 2006, p. 53). Milton Ezrati presents 

two precedents related more directly to outsourcing in his 2004 article, showing that the U.S. has 

a history of adapting to change with innovation.

He explains that the 1950s and 60s saw a demand for cheap German labor in the 

manufacturing sectors that would undermine the American steel industry. But the rise of the 

American telecommunications industry began shortly after. The next scare, in the 1970s and 

80s, was in reaction to Japanese competition in various technological industries and in auto 

manufacturing, but a contemporary “revolution in finance” soon employed millions in newly 



created positions. Our nervous attention then shifted to Mexico, and now to China and India 

today (Ezrati, 2004). This pattern will likely continue as other nations, with something to offer, 

seek a piece of the pie.

Ezrati shows that at each of these points in history, leaders made dire predictions about 

the widespread unemployment and poverty ahead. Yet both periods were succeeded by economic 

booms from new technological developments, and creation of many higher-paying jobs balanced 

out the big picture of the American job market. There are always winners and losers in various 

industries, but no one can predict the next discovery that will set off a new era of economic 

growth (2004). The American economy has clearly grown since the 1950s, despite the constant 

rise of foreign competition. 

Anecdotes alone cannot justify or condemn outsourcing. For every success story that 

supports the practice of international outsourcing, there is another of unemployment and loss. 

Indeed, the consequences and rewards of cost-cutting business practices depend largely on the 

character and value systems of top management.  Doing outsourcing “right” is not a simple 

matter. As previously mentioned, much “anti-outsourcing” legislation has been proposed that 

would directly affect U.S. businesses. Morrison & Foerster LLP, in their 2005 article, provide a 

road map of where these issues lie.

 While only the federal government has the constitutional power to regulate international 

commerce, states may (and do) enact legislation that limits how government funds are to be used. 

There are many state bills that impose a preference for in-state or domestic contracts, some of 

them specifically targeting call centers and data entry work that might otherwise be outsourced 

(Morrison & Foerster, 2005). 

Another key theme in outsourcing legislation is privacy. There has already been at least one 

incident where a foreign worker used the threat of publishing patient records in order to have her 

demands met (Lazarus, 2003, as cited in Dunbar, 2006, p. 66). Morrison & Foerster LLP describe 

different measures that have been proposed to protect personally identifiable information when 



it leaves the country, particularly in the health and finance sectors. In some states, businesses may 

be required to provide their clients with an opt-in mechanism before releasing their information 

to overseas offices (2005). The idea is that consumers should be made aware of any risk that could 

arise from their records being processed in a location where U.S. privacy laws cannot be entirely 

enforced.

Along the same lines, there is legislation that seeks to inform consumers of the location of 

call centers. The Florida Senate Bill 614, for example,  proposes that the location be divulged in 

the first thirty seconds of the call, or before any personally identifiable information is collected. 

The complications arise when call centers that service numerous states have to write different call 

scripts to comply with these kinds of laws (Morrison & Foerster, 2005).

And finally, U.S. businesses in some states may be required to notify their employees several 

month before they plan to engage in outsourcing. The New York Senate Bill 1597 “requires 180 

days’ prior notice of offshoring (or any plan to engage in offshoring) to be given to employees 

in New York whose jobs are affected by offshoring, and to the relevant state agency” (Morrison 

& Foerster, 2005). Morrison & Foerster LLP recommend that businesses engaged or looking 

to engage in outsourcing make room in their contracts for future, more stringent regulation of 

business activities (2005). And of course, American companies must also educate themselves in 

the foreign laws that will affect their business operations.

Issues that involve global economics are certainly extremely complex, and no one can 

predict every repercussion of outsourcing. But in order for an intelligent conversation to be had, 

certain attitudes that ought to be discarded. This is where the black holes and fertile fields come 

into play. In hearing some people talk, one couldn’t be faulted for thinking that U.S. sees other 

countries as voids into which their jobs and capital disappear, never to be seen again. Though 

grossly oversimplified, this metaphor serves to highlight the short-sightedness to which large, 

(formerly) self-sufficient nations are prone. 

Individuals caught in a cycle of poverty live in “crisis mode”   — they struggle to understand 



the value of investing in long-term affairs. The American zeitgeist, likewise, is desperate and 

sometimes appears to be looking for the simplest, cheapest solution to its problems. But rather 

than applying a band-aid fix, the U.S. (and every other nation) must push through these growing 

pains of globalization until it achieves healthy international exchange based on trust and respect. 

It may take time, but to simply stop growing is not a viable option. 

For the most part, the benefits of outsourcing, the opportunities found in the rest of the 

world have not been disseminated to most Americans. Anything less than “Buy American” 

smacks of unpatriotic dissent. The most blasphemous idea is certainly that the U.S. may not 

always be the world’s leader. Why must this be the goal? For those who care to look, there are 

wonderful places to live on this globe that have never been considered a top world power. The 

secret to their success and contentment is that they have considered themselves part of the global 

community in ways the U.S. has perhaps yet to experience.

The growing reality of a global economy should bring Americans to regard other nations 

as fertile soil. The world is weary of injustice and poverty, and now finds itself in an age of 

investment, where nations (especially those most developed) can sow, for a very small price, into 

other nations. As well-placed economic seeds mature into new industries and international trade 

relationships, the sowers will reap a harvest.
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