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Background and scope of the research

Background of the research

The last few years have witnessed an increase in interest for Business Process Service (BPS) delivery from onshore
locations in the United States. This has been guided by change in regulations, customer demands, as well as market
dynamics. As players think about location options to set up onshore delivery centers, they are faced with trade-offs on
cost, talent, and local market maturity. This report aims to help companies by highlighting the key factors to be
considered during location selection for onshore delivery center establishment.

In this research, we analyze locations within the United States for onshore BPS delivery, across various
dimensions:

Operating cost

Talent pool availability

Business process services landscape

Business environment

The scope of the analysis includes:
e Non-voice BPS delivery from in-house centers as well as third-party service providers from locations in the United
States
— Trends in industry verticals such as Banking, Financial Services, and Insurance (BFSI), healthcare, and pharma;
as well as horizontals such as contact center, finance & accounting, procurement, and human resource services
e Key location types and associated trade-offs
e Assessment of select cities in the United States for delivery center set-up
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Methodology - Everest Group’s extensive databases,
proprietary market intelligence, and inputs from market
participants formed the foundation for this report

e Proprietary intelligence

e Market thought leadership
e Actionable and insightful research

o Robust definitions and
frameworks — location

and scalability

assessment, sustainability,

e Proprietary databases
(global in-house centers,
service providers, market
activity, cost/labor, and

Diverse set of touch-points
with key global- services
stakeholders for on-the-
ground perspectives

e Fact-based research
adequately informed by

experience

deep domain expertise and

transaction intelligence)

Cost Database
" /E:"Elest Group

Everest Group
Information Template

Recruiters

A dedicated team for global sourcing research, comprehensively supporting all location-related requirements of clients (information,

strategy, tracking, etc.)
Comprehensive, year-round tracking of global sourcing activity across outsourcing transactions, locations, Global In-house Centers

(GICs), and service providers

e More than 20 years of advising clients on global sourcing decisions spanning strategy, optimization, and implementation

e Executive-level relationships with buyers, service providers, country/industry associations, and other industry stakeholders (recruiters,
real estate firms, and legal firms)
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Overview and abbreviated summary of key messages

This report provides an overview of leverage of delivery locations for non-voice Business Process Services (BPS) from the United States. In this report we
highlight the key factors to be considered during location selection for onshore delivery center establishment. It provides insights on key location types
available within the United States for onshore BPS delivery and the associated risk-reward trade-offs. The report also includes an in-depth analysis of select
tier-1, tier-2, and tier-3 cities within the United States, for onshore BPS delivery.

Key findings in this report

Overview of onshore e Onshore service delivery is an important component of location portfolio for both global enterprises as well as service

Business Process providers _ _ o _ _ _

Services (BPS) delivery e The I_ast f_ew years_have Wltnesse_d an increase in interest for Bu_smess Pr_ocess Service (BPS) delivery from onshore

in the United States locations in the United States. This has been guided by change in regulations, customer demands, as well as market
dynamics

e Processes witnessing increase in onshore presence are mostly those which require working on confidential financial or
health information, complex processes which need significant business context e.g., analytics and customer interaction-
intensive processes

Types of location e Several location choices are available within the United States for onshore delivery centers establishment. To simplify

options and location location analysis, cities can be classified into three categories (tier-1, tier-2, and tier-3) based on their socio-economic

selection framework status and maturity for delivery of business process services

e Selecting the best-fit location requires careful assessment of operating cost, talent pool availability, player landscape, and
business environment

Trade-offs associated e Tier-2 and tier-3 locations have lower operating cost primarily due to lower compensation and facilities cost

WHGNI I REICe[oJdi-l © \While tier-1 and tier-2 locations offer a large entry-level and experienced talent pool, availability of experienced talent pool
in tier-3 locations is limited due to low market activity

e Tier-2 cities are favored for large scale centers as they offer the twin advantage of low operating cost and high availability

of talent
Implications for buyers e Service providers need to have onshore delivery capabilities to meet buyers’ demands and regulatory requirements. As
and service providers the onshore service delivery increases, service providers will withess an increase in revenue but a decrease in profit

margin due to the higher cost associated with onshore operations
e While presence in tier-1 cities is important in order to attract talent for high complexity processes, tier-3 cities can be
leveraged for delivery of transactional services due to their lower operating cost
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This study provides insights on key location types available within the United
States for onshore BPS delivery and associated trade-offs on cost, talent, and local
market maturity; below are four charts to illustrate the depth of the report

Share of U.S. FTEs in total headcount for leading service Annual operating cost per annum per FTE
providers Transactional F&A example; 2014
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Source: Everest Group (2014)
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Additional research references

The following documents are recommended for additional insight on the topic covered in this report. The recommended
documents either provide additional details on the topic, or complementary content, that may be of interest:

1. Tier-2/3 Locations in India for Offshore IT Services Delivery — Does Reality Meet the Hype? (EGR-2014-2-R-1234); 2014. This
report provides an in-depth analysis of Indian tier-2/3 cities as destinations for offshore IT services delivery for global companies, across
various dimensions of market assessment, IT talent pool availability, and cost assessment with detailed analysis of seven key tier-2/3
cities. The report provides a perspective to buyers and service providers on multiple benefits and dimensions to be considered for
operationalizing a delivery center in tier-2/3 locations for offshore IT services delivery. It concludes with providing insights on challenges
associated with tier-2/3 city delivery

2. Is Philippines Stepping Up to Lead the Industry into the Next Horizon of Global Services? (EGR-2014-2-R-1251); 2014. The
Philippines has emerged as the second largest offshore location for global services, driven by cost arbitrage, abundant English-speaking
talent pool, strong cultural affinity with the United States, and the need for geographic risk diversification beyond India. In this report, we
take stock of the Philippines’ IT-BPS market — both the established and the emerging IT-BPS segments, tier-2/3 locations, and uncover
opportunities and potential risks for the Philippines, as it gears-up to lead the industry into next horizon of global services.

For more information on this and other researches published by Everest Group, please contact us:

Anurag Srivastava, Practice Director — Global Sourcing: anurag.srivastava@everestgrp.com
Prashray Kala, Senior Analyst — Global Sourcing: prashray.kala@everestgrp.com
Hrishi Raj Agarwalla, Analyst — Global Sourcing: hrishi.agarwalla@everestgrp.com

Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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