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Located in south-central India, Bangalore, the medium-size capital city of

@ stete, is renowned for its beautiful gardens, ancient temples, fresh air and
nmers. For those like myself who have not visited Bangalore in the past five

X Eﬂﬂﬂ be difficult to imagine how this city has since come to be known around
@sas the "Silicon Valey of India" Time has already pointed out that Banga ore *
urrently ithe fastest growing city in al of Asia. (Stremlau 160). This sudden

rens formation was ushered in by a dramatic boom in India's export-oriented software
ustny Spurred by the central government's trade liberalization policy in 1991, which
hit te seduce its deficit through a new emphasis on exports and foreign direct
vedment, India's software sector marked a 53% increase in exports between 1990 and
%96 and generated $500 million in sales between 1994-5 done. (Stremlau 153).

" Eager to take advantage of the Indian government's sudden friendliness

towerds foreign business and anxious to place a foothold in one of the world's largest
rgn' markets, several multinational corporations raced to establish operations in
dia To many industry-watchers around the world, the Bangalore software boom is
ly indication that, after 40 years of bankrupt state planning, Indiamay well

N . : e a leader of the next century's global economy. Research done by the National
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Mengisteab, Kidane. 1995. "Devaluation: The Response of Exports and Imports,” in
Kidane Mengisteab and B. Ikulbolgjeh Logan (eds.) Beyond Economic
Liberalization in Africa: Structural Adjustment and the Alternatives, pp. ul
125. London: Zed Books.

Ministry of Finance and Economic Planning. 1993. Rehabilitation and Devel opment
Plan 1993/94-1995-96, vol. 1. Kampala: n.p.

Mosley, Paul. 1996. "The Failure of Aid and Adjustment Policies in Sub-Saharan
Africa: Counter-examples and Policy Proposals,” Journal of African
Economics 5 (3): 406-443.

Modey, Paul, Jane Harrigan, and John Toye. 1991. Aid and Power: The World Ba
and Policy-based Lending, vol. 1.

~ Unfortunately, this growth has not come without strings attached. Although
the boom has created thousands of well-paid jobs and has reduced the inertia

odling India's technically-skilled dlite to emigrate, it has also brought into the city

h o 8 inflows of job-seekers and has overburdened its already-crumbling infrastructure.
Rollution, overcrowding, and a widening gap between the rich and poor have become
e of acity that was once considered a "pensioner's paradise” (161). Still, thereis
tance to pressure tax-evading multinational s to pay their due for fear that they will
just as soon pack up and leave India.  In fact, there is little assurance that the growth,
hisllangely powered by foreign investment, can be sustained even into the near
e.Mdereover, the fact that the Bangal ore software sector is export-oriented and

gted by foreign multinational s has meant that the domestic market remains

y underdeveloped. The paradox of the "Bangalore boom™ is an ideal case-study to
_ how globalization, "free trade", and export-oriented production can generate high
Vihiand bbe antithetical to devel opment at the same time.
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EFFECTS OF GLOBALIZATION
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Oxford University Press, 1994, In the last two decades, the term "economic globalization™ has rapidly been

ning currency as a convenient buzzword for politicians, business executives, and
organizers alike. The concept of globalization, which describes the growing
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and virtually boundless transnational markets, has been blamed for the loss of jebs Ation of comparative advantage that empowers less-developed countries to pursue
home to overseas contractors while being triumphed by neo-liberal thinkers who cUs =frog strategies of development. In contrast to traditional comparative advantage
that it isinevitable and in the interests of the aggregate good of nations. However & _' "7 °h a country's capabilities are pre-determined by its physical
leaving ethics aside, there is no doubt that economic globalization and the free trad dovvments, he identifies a new form of comparative advantage that isbased on
policiesit motivates are in the best interests of large, profit-maximizing corporations’ uired skills. According to Evans, traditional comparative advantage theory is
Likewise, the rise of free-market capitalism around the world goes to shows *oming increasingly irrelevant "in a world where international trade [no longer]
that, as the trend of globalization continues, it is becoming increasingly difficult for ISists of unprocessed raw materials... and where manufacturers dominate global
countries to develop under economic isolation. As different countries exhibit differe e and even services are...considered tradeables’ (Evans 8). On the other hand, a
location costs and benefits for production of various goods and services, large ore broadly-defined comparative advantage that allows for the creation of skill-based
corporations diffuse themselves throughout the world in search of the most efficient: iIitiestransf orms the "global division of labor [into] an opportunity for ' agency,
sites from which to conduct their business. As tasks within one corporation are d|v St @ exogenous constraint” (9).
between various sites around the world, a "new international division of labor" aris ~ Out of this new perception of the global division of labor emerges what Evans
and corporations come to resemble virtually autonomous entities known as : S thetie@mmodity chain." In this model, it becomes apparent that those countries
multinational or transnational corporations. L oceupy the leading sectors are the developed set. The pressing desire to become—
The information technology industry, which encompasses both wire and Jneminally—part of the developed set, or the "core" partially explainswhy
satellite telecommunications and computer networks such as the Internet, has an grel" countries undertake risky attempts to develop their own high-tech sectors
especially complementary relationship to economic globalization. For, as corporatioy mve even successfully achieved general industrialization, as in the case of
become decentralized and markets become diffuse, there is a more fundamental neé ﬂwvar e industry.
for a strong communications network between production sites and overseas ] There are several more obvious inducements for developing countries to try
management. As this trend continues, there is a more urgent need for computer I luek i the information technology arena. Most importantly, information
components and software to be compatible with each other in order to ensure hnelegy (IT), has been singled out as the "master industry of the |ate 20th century,”
maximum efficiency and so that various networks can communicate with each other. i le growing proportion of total output in all developed countries (Evans
Just as the information technology industry aids globalization, globalization has aide pfeemation technology industry also happens to be the largest, high-paying
the growth of the information technology industry. As Asian markets gradually bega ple with technical training. Consequently, the development of a local
to open their doors to foreign direct investment in recent decades, many industry i es the size of "brain drain,” with its creation of well-paid jobs for those
heavyweights, motivated by rising production costs and a dearth of software experts™ jsite skillsin their own country (97).
developed countries, began to extend their production sites into Asia ' In fact, the recent spread of the software industry into the developing world
drates that the assumption that jobs created through out-sourced labor
- gements are always low-skilled and low-paid is no longer universally valid
s dls 19). This contrasts with conventional formulations of the international
S dH)or theory, WhICh assumes that out-sourcing of labor is fundamentally
e wesulting in "upper level functions of high technology industries
n the core while unskilled manufacturing would proliferate in a new
dizing, dependent periphery" (17).
For the most part, this has been the case with American-based electronics
--. panies in Asia, where low-skilled tasks such as operations and assembly are carried
g ma and Singapore while higher-skilled jobs such as those within research
el pMent remain in the US or Japan. On the other hand, in Bangalorein
. |cula t e high-level of skill of Indian computer programmers as well astheir
eneyii i the English language has made it an attractive site for corporate functions
“Ove routine programming or assembly. Although Indian computer programmers
tly iake only one-fourth of the salary that their American peers receive for the
% the industry average of $10,000 a year is impressive by Indian standards
454). In spite of the fact that India produces 20,000 new computer science
iF- ates annually, demand for software engineers is so great that industry wages
el rise at the rate of 20% per year (Economist 3/23/96 67).
Some proponents of software industry expansion in India argue that the
elopment of an IT sector also leads directly to the expansion of a "modern, middle
<" asocid objective that no doubt carries a lot of weight in the minds of Indian
2 cy-makers. However, as Stremlau observes, the software sector in Bangalore has
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COMPARATIVE ADVANTAGES

India, a country which has more people than it knows what to do with, sams
perfectly-suited to the software industry, which, unlike most high-tech industries,
involves work which is labor-intensive rather than capital-intensive (Correa 172).
Apparently, "amongst the Asian locations— Hong Kong, Singapore, Taiwan, Thailand
and the Philippines— India is at the forefront because of its low production costs aff
large reservoir of competent scientific and technical personnel" (Lakha 382). More |
specificaly, Bangalore, with its "3 universities, 14 engineering colleges, 47 polytechnig
schools, and a plethora of research institutions devoted to science," is the most
promising location for multinationals wishing to tap into the Indian labor market
(Stremlau 157).

Although India's comparative advantage in human resources is clear enough!
what makes the Bangalore software boom so remarkable is that it occurred in spite of
the fact that India apparently has the "lowest concentration of computers and som®*1
the poorest telephone networksin theworld" (158). In fact, this rapid rise to succes
is quite unprecedented in the arena of high-technology. As Stremlau observes, .
"Bangalore has challenged the established economic principle that in order to succee
internationally in a sector of advanced technology, there must be a strong domestic
market in that sector” (158).

Peter Evans has argued that the Indian software boom is illustrative of a n®
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eontext of the imbalance of power between developing countries and foreign

nultimational s (whose interests coincide to the extent of generating profits but diverge
ﬂbhleof the channeling of those profits) the case of the Indian software industry
emenstretes how devel oping countries relying on foreign investment come to

Inctien mainly as "enclaves of TNCs'.

adready overshot this goal and has had the adverse effect of worsening present income:
disparities within the city. .

A conspicuous class of software entrepreneurs has [aready] emerged
in Bangalore, running firms that have made them multimillionaires.
Ironicdly, the intensifying competition in information technology
may narrow certain income gaps between nations while deepening
disparities within them, producing a new transnational elite of
well-paid 'infocrats’ (Stremlau 155).

CONCLUSION

In a country like India, which cannot yet claim the status of an industrialized
vetion, even the slimmest prospect of its becoming a leader in the high-tech industry of
predicted the "'collapse’ of Bangalore if growth continues at current rates and no mgor L g‘gm tzqgglgxgggr?ﬁfggﬁaegggg aliléls Isg?tlv?/rz;r goggtyogréﬁetﬁgg tt?s
infrastructure improvements are made" (Stremlau 162). As observations such as these 888 e 11 't adidress the long term costs and constraints of this pattern of growth in the
demonstrate, to acknowledge the tremendous growth potential of the Indian software Gty aswell asin Indiaasawhole. Fundamentally, ownership within the Indian
industry or to point out that it will continue to raise Indias total output istoo simple. "Sftware industry will largely determine how muc'h value will be added to the Indian
In the case of the Bangalore boom, growth continues to expand but development has 5 “ omy. It is already apparent that current industry powerhouses would much rather
yet to follow suit. Rantain India as a low-cost production center and cling to the prospect of exploiting a
‘Auge emerging market in India than assist the development of new competitorsin their

On top of this problem, the Karnataka State Chamber of Commerce has already

POPULAR PERCEPTIONS

For now, the fact remains that India is still a small fish in the big pond of
ae development, an industry which is currently dominated by whales. At this
, the prospect of a sdf-sufficient Indian software industry is difficult to imagine. In

Mogt troubling is the fact that this state of affairs seems unlikely to improve
given the outward-oriented structure of the Bangalore industry. Thisview is not

uncoriroversial: ‘many Indian economists in favor of liberalization desperately weakly ion to India's poor information technol infrastructure and its domination b
believe that growth in the Indian software industry translates directly into grea_te'r foragn multi naIiongIs, the industry suffers f(r)(% alack of venture capital, which COL)J/|d
economic autonomy.  To this effect, Sdlim Lahka hasargued that, although Indias Jencourage indigenous start-ups and innovation. Unless the Indian government
_exgort-orlented sofbtwa_re h:s promotedd its inclusion ml the g:cotr)]al %'\‘I’(':S'%“ of Iabor, the: Menages to remedy this problem, it is difficult at this stage to envision the Indian
industry must not be viewed as "merely an export enclave of the shut is e ; P i
articulated with [dc] the local economy” (Lakha 382). Interestingly, the evidence upor gilete sector having a positive impact on the country’s overall development.
which Lakha bases this confident assertion is conspicuously missing from his article. g
Richard Heeks and others have made a more convincing argument to the
contrary, one which tends to paint a picture of the Indian software industry that isin
fact "an enclave of the TNCs, [not] articulated within the local economy,” by pointing
out that, thus far, the industry in Bangalore has yet to bestow any positive externdities

on the rest of the economy. As Heeks observes:
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