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ABSTRACT

Globalization has leveled the playing field for businesses and governments, entrepreneurs and employees. Countries embracing open trade and investment policies have experienced significant growth in Gross Domestic Product, yet globalization retains its detractors. Global services outsourcing has exploded with advances in information and communication technologies.  Technological changes and freer trade have placed traditionally safe “white collar” service jobs in accounting, computer programming, and research occupations at-risk to workers in lower-wage countries. Some view the trend in services offshoring as more harmful to national economies than manufacturing offshoring, because of the “high-value” jobs involved. This fear has led to debate over protectionist policies in developed nations.

This paper examines the impact of offshoring of business, professional and technical services and the corresponding implications for government and business. A proxy for offshoring in services (service exports) is used to explore the relationship between the level of service exports from 28 countries to three countries:  Canada, the United Kingdom and the United States.  The results show the level of correlation between labor costs, average country educational level, technological infrastructure, distance and the official language of the exporting county with its level of service exports.  This permits an examination of the importance of linguistic differences and geographic distance in the provision of the high value services, many of which can be provided electronically theoretically reducing the influence of geographic distance.  Evidence is found for linguistic similarity and distance as determinants of service outsourcing levels.  Also interesting is the lack of clear evidence that wage differences are driving this phenomenon.
Key words:  Offshoring, outsourcing, trade in services
