They made me do it

By Paul Herbig 

I research and write often about offshoring and the long term effects it potentially offers to the United States economy and on the American worker.  I have seen many of the corporate and economist responses to why they are offshoring.  One that I have often seen displayed and just as often wondered about is the:  “Competition is forcing us to go off-shore” (What I call the ‘They Made me do it’ school of thought).  That is since everybody else is going.offshore I have to too!  

 For American/Japanese/European based multinationals to make that statement reminds me of the “Keeping up with the Jones” brand of suburb building that we so often see in more exclusive neighborhoods (or for that matter anywhere, although the degree of expense might not be the same the rationale is).   You find this phenomena where  one neighbor builds a new swimming pool and all the others must do likewise ;  to save face, to keep up with his neighbors, to be the same as all the other houses on the block. The rationale is the same for executive compensation:  “I am only getting 3 million a year and my golfing buddy CEO of XYZ is getting 4 plus options.  How can I hold my head up high, let alone play a decent game of golf being so underpaid.  I know he is laughing at me.  For my good morale and for the good of the company, I need to be paid the same as he.  Our company is at least as good as his!!” (Don’t all you underpaid, underemployed, or unemployed workers out there feel sorry for the poor man.  Anyone want to start a collection to help his self-esteem be regained?)

The problem with that line of thought is that it is pure bunk.  No one has to do it and by saying everyone else is doing it, so must we, is giving away your own personal conduct of behavior in favor of the mob and following blindly the mob.  What is curious is the lack of investigation on whether or not it is a good thing, what the future repercussions could be, or what it might cost you in the long run, just the reasoning if they are doing it, it must be good and so must I. (If it sounds like your young child trying to justify why he/she ought to go to a party, be with their friends, do wild stunts, or jump off a climb, it is because it is the same line of thinking with about the same amount of thought behind the lemming thinking.)  The only good part about such justification is that it removes you from being held accountable and if no good comes from the decision, it is not your fault and can be blamed on the mob (likewise executive fads come and go).

So the question remains: is it really necessary in the first place?  Who gains from offshoring?  An examination of the facts indicate that prices are not fluctuating very much so where are the competitive effects if you are not being forced to meet another’s lower cost when all competitors are not lowering costs and in fact are actually raising them?  If cost savings from lower labor costs are not being passed through to the employees, nor to lower cost of goods sold, then where are these cost savings going?  It is obvious:  to higher profits of the firms.  These higher profits are being transferred to add to the wealth of the executives of the firm and to the investors in the form of higher stock prices.  How can they justify competitive reasons for doing so when the only competitive aspect is to see whose stock is higher?  

Remember, all is in the mind of the beholder.  For an executive or a board to say we must follow the competition because they are making us do it can be interpreted:  We don’t want them to make higher profits than we are so we must too offshore and cut our costs by laying off loyal employees.  Never mind the effects on thousands of workers, on whole communities, on the American economy, just so long as my excessive executive compensation is paid, my overwhelming bonus is delivered, and my stock portfolio is padded, I am happy.  If I am happy, so goes the CEO, so should be the world. (Of course if CEOs could also be offshored, perhaps he would not be so anxious to do so)

