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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

Robust definitions and Proprietary databases Diverse set of touch-points Fact-based research
frameworks — location (global in-house centers, with key global services adequately aided by deep
assessment, sustainability, service providers, market stakeholders for on-the- domain expertise and
and scalability activity, cost/labor, and ground perspectives experience

transaction intelligence)

Cost Database

o exoners - e /E\verest Group

Everest Group
GIC Database 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

More than 20 years’ experience of advising clients on global sourcing decisions spanning strategy, optimization, and implementation
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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Background and scope of the research

Background of the research

The IT service delivery market in the Latin American countries has seen a high growth in the past two years.
Geographical proximity to the United States, time zone similarities, close cultural ties, availability of highly-qualified IT
talent, and favorable business environment are some of the key factors driving the delivery of global services from
Latin American destinations.

Growth of the IT services delivery market is being driven by both new entrants as well as the business expansion of
existing players, although achieving high scale is a challenge in some of the smaller locations

In this research, we analyze Latin America as a destination for delivery of IT services for global service
providers and buyers, across various dimensions:

Market characteristics

Labor pool across entry-level and employed talent

Operating cost

Risk assessment

Implications for stakeholders

The scope of the analysis includes:

e Latin American IT services?! delivery

e Services sector across Global In-house Centers (GICs) and third-party service providers

e Analysis of the key cities in Latin America: Santiago, San Jose, Monterrey, Guadalajara , Montevideo, Bogota,
Buenos Aires, Sao Paulo, Belo Horizonte, and Curitiba

1 IT services include services such as application development & maintenance, infrastructure support services, testing, R&D, and IT consulting services
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Overview and abbreviated summary of key messages

As IT service delivery market in the Latin American countries has been growing at a fast pace, it becomes crucial to assess the multiple location options in
the geography and identify opportunities and challenges that these locations have to offer.

This report assesses the current state of the Latin American IT services market on the basis of relevant talent pool, operating cost, and risk environment.
It also provides a framework via which the reward-risk proposition of setting up delivery centers within the various location options can be compared

Some of the findings of the report

Emerging as alternati\_/e tQ _ e As most of the locations in Asia and Europe are facing high competitive intensity due to the presence of
offshore delivery destinations in multiple high-scale players, Latin America is perceived as a risk-diversification location for companies already
Asia and Europe present in Asia and Europe

Geographical proximity and e U.S. companies are attracted to Latin America owing to geographical proximity and cultural affinity. Companies
cultural _aff|n|ty IS attracting leverage time zone overlap to support high-end processes that are business-critical and/or require intimacy
companies to Latin America and real-time collaboration with lines of businesses

Mo_st of the IocaFiqns in_the e Most locations in Latin America have significant supply of IT and engineering graduates suitable for IT services
region offer sufficient high delivery. Sao Paulo, Buenos Aires, and Santiago offer a large entry-level talent pool
quality talent pool e San Jose, Guadalajara, and Monterrey are primarily leveraged for application development work

Locations offer significant cost e The region offers significant cost arbitrage over onshore United States (varying between 50% to 75%) which is
savings compared to onshore expected to marginally decline in the next five years
locations and favorable e Locations such as Buenos Aires and Bogota provide the least operating cost per FTE and are attractive
business environment locations for players for whom extent of cost saving is the primary criteria
e While taking location selection decisions, players should evaluate the trade-off between savings potential and
risk profiles; for instance, some of the lowest cost locations have higher operating risk
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This study offers four distinct chapters providing a deep dive
into the current state of the IT services delivery industry in
Latin America

IT services delivery market size Assessment of talent pool
Country-wise distribution of IT global services market in Annual employable graduate pool for IT services
LATAM 2016; Percentage share of FTEs 2016; ‘000s
Others City 1
Country 7 City 2
Country 6 i City 3
Country 1
Country 5 City 4
City 5
0 = -
100% = 150-175 City 6
Country 4 ‘ City 7
City 8
Country 2 City 9
Country 3 City 10
Value proposition Locations of interest
Operating cost per FTE Risk-reward assessment
2016; US$ in '000s per annum . )
Risk profile
City 1 B Salaries and benefits @8 Highly favorable
City 2 B Infrastructure . I Favorable, some concerns
City 3 _ . @ Least favorable
City 4 Il Other operating costs ,‘,' City 2 ;.// . |
City 5 City 1% ® City 8 ;
City 6 --"/City 5
& City 7
City 7 P A I City 9
City 8 / e e W
City 9 \ City 4/ City 10
City 10 S

Source: Everest Group (2015)
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"Next-wave" location profiles: Puerto Rico
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"Next-wave" location profiles: Tunisia

Will Robots Eat Locations Strategy for Breakfast?

Global Locations Annual Report
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Global Delivery Network Models (GDNMSs): Separating Fact from Fiction
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Global Hotspots For Digital Services
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Release date
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Additional research references

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

1. Global Locations Annual Report 2015: Resurgence of Activity Amidst Evolving Propositions (EGR-2015-2-R-1619); 2015.
This report is a unique and comprehensive guide to understanding the nuances of the global services locations landscape and
interpreting locations-related developments and trends in order to frame locations strategy. It presents insights into the size and growth of
the global services market, global services exports by regions & country, update of locations activity by region & country, and trends
affecting global locations (changes in investment environment and exposure to various risks). It also provides industry-leading

comparison and analysis of key movements in maturity, arbitrage, and potential of global delivery locations (cities) through our unique
MAP Matrix™ analysis

2. "Next-wave" location profiles: Curitiba, Brazil (EGR-2015-2-LP-1567); 2015. This report offers perspectives on global sourcing profile
of Curitiba, key opportunities, drivers, and challenges, along with an overview of talent availability, operating costs, and environment risks

3. Nearshore Europe Is IT! IT Services Riding The Nearshore Advantage (EGR-2015-2-R-1432); 2015. Nearshore Europe has globally
emerged as a leading Information Technology (IT) services delivery location. In this report, we analyze the relative attractiveness of key
cities in this geography for IT services delivery, and provide insights across dimensions such as talent availability, cost of operations, and
risk profiles. We describe how the amalgamation of these variables results in unique set of opportunities and challenges for each of
these locations

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

Anurag Srivastava, Practice Director — Global Sourcing: anurag.srivastava@everestgrp.com
Prashray Kala, Practice Director — Global Sourcing: prashray.kala@everestgrp.com
Ankit Pandey, Analyst — Global Sourcing: ankit.pandey@everestgrp.com

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

About Everest Group

Everest Group is a consulting and research firm focused on strategic IT, business
services, and sourcing. We are trusted advisors to senior executives of leading
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and financial performance through a hands-on process that supports them in
making well-informed decisions that deliver high-impact results and achieve
sustained value. Our insight and guidance empowers clients to improve
organizational efficiency, effectiveness, agility, and responsiveness. What sets
Everest Group apart is the integration of deep sourcing knowledge, problem-
solving skills and original research. Details and in-depth content are available at
www.everestgrp.com and research.everestgrp.com.
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