
5. Conclusion 

As mentioned at the beginning of this paper, important benefits and positive 

spillovers for society and economy arise from the reception service outsourcing 

projects. As this is not a secret, neither to politicians nor to economists, a fierce 

policy competition for these activities has already broken out and is unlikely to 

reduce its intensity in the years to come (Oman, Charles;, 2000). In this context, 

Latin America cannot afford to stand still but need to push its attractiveness, too. 

However, Latin American policy makers are well advised “to move beyond the idea 

of attracting (…) service offshore outsourcing with the lure of cheap labor and 

unsophisticated tax incentives” (Bartels, Frank; Lederer, Suman;, 2009, p. 27). As 

shown, the argument of cheap labor is not always the most important one and tax 

incentives tend to create some problems1, anyway. Much better and effective than 

recurring to such popular “all purpose tools” is to focus on its own problems and to 

make the correspondent region-specific adjustments. 

According to Latin America, an important adjustment needs to be made in the area 

of the region’s shared services centers. As previously described, Latin America 

obviously missed to jump on the bandwagon on time. Accordingly, most of 

Europe’s global shared services centers have already been implemented in India 

or other Asian countries. Nevertheless, the region can still benefit from this growing 

trend but definitely has to leave its comfort zone to do so. In other words, 

companies’ shared services centers have to open up to local and regional 

competition. This means that business units would not be obliged to buy their 

services from the company’s services center, but could also choose an external 

company for service provision.  This opening towards competition can end up in 

two possible situations: Either the company’s shared services center is beaten by 

its competition or it substantially gains in efficiency. In the first case, significant 

cost-savings would become possible through outsourcing. In the second case, the 

                                            
1
 Typical problems of tax incentives: They represent opportunity costs to host governments, they 

tend to lead to corruption as a lack of transparency regarding incentives and they often favor large 
investors to the detriment of small ones (Bartels, Frank; Lederer, Suman;, 2009). 



company’s shared services center could evolve to another important source of 

income, providing efficient services to outsourcers from all over the world. In any 

case, the company would benefit from giving up corporate protectionism. The 

described positive effects, for example an increased number of insourced activities, 

could already be reached in a short to medium term. 

Whereas this modification solely concerns companies or the economic sector, the 

following recommendation also comprehends the state and requires a particularly 

active role from it. What is meant is the construction of business clusters. In this 

geographic concentration of interconnected companies, governmental institutions 

and non-governmental organizations - such as universities, think tanks and 

standards-setting agencies – great opportunities can arise (Porter, 1998). 

Especially for companies, the construction of clusters seems to be particularly 

beneficial. As Michael Porter points out in Clusters and the new economics of 

competition (1998), a particularly concentrated competition within the cluster will 

automatically lead to an increased productivity of companies based in the area. 

Then, this naturally obtained productivity growth can be further strengthened 

trough the contracting of master students who, besides working in the company, 

still benefit from sophisticated educational programs. Moreover, the installation of 

clusters tends to accelerate the pace of companies’ innovation, which underpins 

the future perspectives of the companies. But more important as the fierce 

competition is the aspect of cooperation. Accordingly, clusters also represent an 

area where “insights, skills and technologies from various fields merge, sparking 

innovation and new businesses” (Porter, 1998, p. 85). Looking at Latin America, 

such an exchange and merge of know-how will soon become of paramount 

importance, especially to the region’s IT branch. As mentioned earlier, the 

upcoming trend of cloud computing is likely to significantly change IT services 

provision. In order to perform increasingly sophisticated business functions, the 

region’s companies need to constantly grow in technological capacity as well as in 

knowledge-based capability (Bartels, Frank; Lederer, Suman;, 2009). This is not 

only true for the IT branch and its respective cloud computing handling, but also for 

other service sectors, too. For this required development, clusters seem to be the 



perfect foundation. Consequently, governments of the region are well-advised to 

promote the creation of those clusters, now. In this context, it will not be enough to 

create the basic framework and to simply offer the right incentives to the respective 

service branch. Rather, governments of the region will need to initiate a public 

discourse where finally a consensus on the significance and necessity of clusters 

can be reached. This is of paramount importance as the creation of innovative and 

well-working clusters does not only depend on the establishment of businesses, 

but also on the attraction of leading intellectuals, academics and investors. Finally, 

this group of people has to be convinced by the project. However, despite the great 

initial investments and efforts the establishment of high-tech clusters might require, 

the hard work is likely to pay off in the medium to long term. In this context, an 

increased number of received outsourcing projects will surely be just one of the 

various significant benefits.  

Another aspect which demands special attention of Latin America’s governments is 

the number of high-skilled technical talent available in the region. As it has been 

described in chapter 3.10, developed countries are increasingly outsourcing 

innovation-oriented services as a consequence of local labor shortage.  

Correspondingly, product development has already risen to the type of service 

which is outsourced the most. In view of European demographic prospects, this 

trend is likely to gain in intensity in the years to come. If Latin America wants to 

benefit to a greater extent from this tendency, then it has to do some important 

modifications concerning its labor pool. In other words, it has to significantly 

expand its existing talent pool of scientists and engineers as they are the 

demanded professionals for the execution of product development services. In 

order to reach this specific objective, the region needs, first of all, to increase the 

attractiveness of scientific and engineering careers. This cannot only be done by 

awarding a growing number of scholarships to students of these careers but also 

by generally reforming the teaching of mathematics and science in the region. Of 

course, these are just two examples of how an increased number of students in 

these careers can be achieved. However, important about governmental incentives 

is that they are offered long enough, enabling high-potentials to also get a 



doctorate degree. Moreover, Latin America needs to get its almost inherent 

problem of brain drain under control. Like in many other regions, the best educated 

students tend to leave their home country in order to work or to go on studying 

abroad, preferably in the United States. In parallel to the reforms suggested above, 

governments have to launch programs targeted at retaining the most brilliant 

university graduates, especially in the critical careers of science and engineering. 

In addition to this, Latin American countries have to make greater efforts to attract 

more talent from abroad. Whereas this might sound to many politicians as very 

tough mission, it does at least become much more feasible in the face of new and 

sophisticated high-tech clusters in the region.  After all, clusters have always had a 

great appeal not only to creative geniuses or garage inventors, but also to excellent 

scientists and exceptional engineers. However, the suggested labor market and 

educational reforms cannot be done over night and benefits are unlikely to 

materialize before the medium or long term.  

In view of the great potential that constitutes the increasing number of product 

development outsourcing, Latin America is well-advised to tackle, as soon as 

possible, two other of its major problems, namely the region’s English deficiency 

and the often missing security in terms of intellectual property rights. Concerning 

the first problem, some efforts are already been done in the region, in Colombia for 

instance. Here, several English-improvement programs have led to today’s 

pleasant situation that all Colombian school children receive English classes. 

Moreover, a public program in Colombia’s capital, Bogota, is targeted to help 

companies upgrading their employees’ English capabilities (Peterson, Erik; Gott, 

Johan; King, Samantha;, 2011). However the respective English programs will 

finally look like in the different countries of the region, action needs to be taken now 

if the region wants to look higher in the value chain of advanced services. 

Especially in the product development sector, advanced English skills will be 

indispensable for any kind of business deal. Quick response by Latin American 

governments is also required in terms of intellectual property rights. As shown 

before, this area is still a work in process in Latin America. But policies need to 

strengthen intellectual property rights protection immediately, as “service offshore 



outsourcing represents the processing of intellectual capital” (Bartels, Frank; 

Lederer, Suman;, 2009, p. 35). It is hard to imagine that Latin America will become 

a major destination for knowledge process outsourcing if not the protection of any 

transferred know-how is guaranteed by a correspondent legal framework and 

reliable executive organs. Estimating the time it might take until significant 

improvements become visible is a particularly tough job as this mainly depends on 

the respective country-specific action being taken. However, significant 

improvements can theoretically even materialize in the medium term.  

Finally, all Latin American governments have to bundle their efforts in order to 

market their region as an attractive destination for international service 

outsourcing. In this context, very little has been done so far. Mexico with its 

campaign Mexico IT, promoting the country as a nearshore outsourcing location for 

US companies, is just one of a few isolated marketing initiatives (Peterson, Erik; 

Gott, Johan; King, Samantha;, 2011). Besides political reasons already mentioned, 

governments might simply not give enough importance to the topic in order to 

foster it on a regional basis. However, this has to change radically. Instead of 

leaving every country alone with its marketing efforts, Latin America has to 

overcome its missing unity and start promoting the region as a whole.  In other 

words, Latin American countries have to get away from their national perspective 

and finally move to a supranational one, following Musketeer’s popular motto “all 

for one, one for all”. In such a regionally coordinated marketing campaign, no 

country would need to fear to be missed out, as the region’s extraordinary 

kaleidoscope of services would always be in the focus of every promotion initiative. 

Moreover, all types of strengths and opportunities, such as the closeness to the US 

or the multilingual capabilities would be presented on this occasion. However, if 

Latin America’s leaders agree on making joint efforts now, positive effects would 

even be possible in the short term, thereby enhancing the region’s chance to 

become a bigger player in the upcoming outsourcing wave already. 

All in all, Latin America is well-advised to contemplate not only those reforms which 

appear the easiest to realize, but rather to implement the entirety of suggested 



modifications and adjustments. If it does so in a timely manner, it will be well-

prepared for the upcoming outsourcing trends and might soon gain significantly in 

importance. This increased importance will not only be reflected in higher ranks of 

attractiveness but also and more importantly in a growing number of received 

service outsourcing implementations in the entire region. 

However, the presented recommendations are only valid for a specific moment in 

time. But as the world turns, new circumstances arise, circumstances that will then 

necessitate new modifications.   

 

 

  

     

.  

 

 

 

 

 

 

 

 

 

 

 

 


