Outsourcing paragraphs:

But a larger part of the change came with for a finer division of labor. Producers discovered could lower their costs by concentrating on what they did best, and contracting to buy the rest from those with a firm-specific advantage in productivity or a nation-specific factor cost-based comparative advantage. Outsourcing, cross-national production networks, and the emergence of contract manufacturing have been at the heart of the solution of the production dilemma.

Better communications have been at the heart of firms' ability to implement this "outsourcing" strategy. The ability to use modern data communications networks to transmit information allows client firms to specify in great detail what, exactly, they want their contractors to do. In a previous generation, with information flow limited to telephones, mail, and the occasional courier, a lot of tacit knowledge about how the client branch of the organization would use the output and what the client organization's default operating procedures were was necessary in order for work to be distributed. Such tacit knowledge could best be gained through long experience. Hence large multidivisional enterprises that allowed the building within the enterprise of this tacit knowledge were an attractive organizational form.

But the increase in bandwidth--so that now information travels in cartridges via FedEx, or over the wires--has allowed explicit directions and thick presentation of the overall project to substitute for tacit experience. And so it has allowed for a much finer division of labor and the creation of what we now call contract manufacturing. But one thing is clear: no information processing and data communications revolution, no contract manufacturing--the contractor simply could not have the tacit knowledge to make sense of the limited-bandwidth expressions of client requirements that were all that was possible in the middle of the twentieth century.

Because the world's nations are so highly differentiated in terms of labor skills and labor costs, the greatest benefits to producers from the finer division of labor may well come from the possibility of extending one's division of labor across nations: cross-national production systems.

Memo: Can we change "cross-national production networks" to "cross-national production systems" and "CPNs" to "CPSs" everywhere they appear? For this paper I want the "network" to mean the data network only…
