IT Roadmap: Globalisation of software, opportunities for Nigeria (1)

HIS write-up 15 an

adaptation from
Ashish Arora (Camegie
Mellon University, Pitts-
burgh) and Alfonso Gam-
bardela’s (Sant Anna
school of Advanced Stud-
ies, Pisa) Concept of the
Globalisation of the Soft-
ware Industry — Perspec-
tives and Opportunitics
for Developing Countries.
The study evaloated the
spectacular growth of the
software interest and con-
cern at the knowledge
society level.

Today, it is globally
acknowledged that the
skills to productively
transform knowledge and
information into innova-
tive products and services
will define successful
knowledge economies of
the very near future. This

.15 because knowledge and
information have become
the most important cur-
rency for productivity
compelitiveness, and
increased wealth and
prosperity, nations have
placed greater priority on
developing their human
capital. Governments
around the world are thus
focusing on strategies to
increase access to and
improve the quality of
education. Decision mak-
ers find themselves ask-
mg key questions: What
defines a quality educa-
tion in today's global
information-based and
knowledge-centric econo-
my? Has governance and
education kept pace with
a rapidly changing world?
What is the fate of a
developing nation like
Nigeria, with the complex
parametres of global
knowledge development
economics and politics?

In their joint paper,
Ashish Arora and Alfonso
Gambardella addressed
two sets of inter-related
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issues., First, they explored
the determinants of these
successful stories and les-
sons learnt, if any. From
the United States (U.S.)
perspective, they revealed
that the interesting debate
is not the current one on
the impact of outsourcing
on jobs, but instead on
whether offshoring of
software is a long-term
threat 10 American techno-
logical leadership. They
conclude that policymak-
ers in the U.S. should not
fear the growth of new
software producing
regions. Instead, the U.S.
economy will broadly
benefit from their growth,
The U.S. technological
leadership rests in part
upon the continued posi-
tion of the U.S. as the pri-
mary destination for high-
ly trained and skilled sci-
entists and engineers from
the world over. Though
this is likely to persist for
some time the increasing
attractiveness of foreign
emerging economy desti-
nations is a long-term con-
cern for continued U.S.
technological leadership.
One rather unexpected
henomenon of the 1990s
as been the spectacular
growth of the software
industry in some non-G7
economies. The first ele-
ment of surprise is that
these are not countries
where one would expect
to see the growth of what
is commonly thought of as
a high-tech. The second
clement is that what the
1990s have shown is not
just growth of the indus-
try, but a remarkable
growth. In India, for
example, software produc-
tion was virtually non-
existent in the carly
1980s. Today software
employs more than
450,000 employees, sus-
taining yearly growth rates

of 30-40 per cent in rev-
enues and employment
over more than 10 years.
In their paper under
evaluation, they dis-
cussed the growth of the
software industry in five
Newoomer I'l!gjﬂllri -
India, lreland, lsrael,
Brazil and China based
on the resulis of a two-
year international project
(as specified under Arora
and Gambardella, 2005).
The five comparisons
provide an interesting
basis for our discussion
at this state of our
national Information
Technology (IT) knowl-
edge adventure. From
their findings we under-
stand that while the
growth of India, Ireland
and lsrael has been
fuelled by exports, China
and Brazil have grown
largely thanks to their
domestic market. From
the evidence collected
for these countries, in
they examined some of
the reasons why such
countries have been suc-
cessful in software. They
also analysed some of
the implications of this
growing international
division of labour for the
U.S. economy. For exam-
ple, they took the Indian
point of view. There is
one effect in particular
that has to be assessed
more carefully, and this
is the large outflow of
human capital from
India. They alsd exam-
ined the pros and cons of
these flows for both
India and the U.S. The
study examined - in par-
ticular, whether the pat-
terns of growth of soft-
ware in our five coun-
tries can provide lessons
for other emerging
economies, in software
or in the IT industries
more generally. In sum-
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mary, the study looked at
some of the policy impli-
cations concluded by pro-
viding some broad con-
siderations on the subject
of global software devel-
opment dynamics.

The software industry
in Brazil, China, India,
Ireland, and Israel

During the 1990s India,
Ireland and lsrael have
emerged as significant
software exporters. In the
sume period, Brazil and
China have also devel-
oped an extensive soft-
ware sector relying large-
ly on the domestic mar-
ket, and are now attempt-
ing to move o exports. In
2002, for example, the
Indian and Chinese
industries were of com-
parable size (respectively
$12.5 and $13.3 billions),
while the 2001 sales of
Brazil and Israel were
$7.7 and $4.1 billions.
The Irish industry
reached $13.9 billion in
total sales in 2002, of
which $12.3 billion is
attributed to the multina-
tional companies and
$1.6 billion to the indige-
nous seclor.

Moreover while the 31s
stand somewhat separate-
ly because of a set of
peculiar features (e.g. the
“Diaspora”, English-
speaking human capital,
large export shares), the
patterns observed for
China and Brazil bear
greater similarities with
other non-G7 countries.
For example, in South
Korea too the software
industry has relied main-
ly on the domestic mar-
ket, and on spillovers
from leading industries
like hardware and elec-
tronics. The Irish MNC
sales are most likely
mnflated by accounting

devices guided by the
substantial tax conces-
sions offered by the coun:
try. Indeed, the MNCs
(Multi-National compa-
nies — henceforth) in Ire-
land have employment
levels comparable to that

of the indigenous firms
(15,300 and 12600
respectively in 2002),
while their sales are over
cight times as much,
Since they mostly
localise their products in
Ireland not design them;
this gap must arise main-
ly from accounting rea-
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