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INTRODUCTION

Overview of Nearshoring

In an increasingly interconnected global economy,
the strategic alignment of outsourced operations
within close geographic proximity, commonly
referred to as nearshoring, has become a crucial
approach. This strategy involves not only partnering
with local firms but also encompasses the
establishment or expansion of company-owned
subsidiaries to enhance operational efficiencies.

Nearshoring entails relocating business processes to
nearby countries to capitalize on geographical, time-
related, and cultural closeness that boosts
operational efficiencies. This model contrasts with
offshoring, where business activities are transferred
to distant regions, focusing on proximity to leverage
benefits such as shared time zones, cultural
similarities, and easier logistics.

This strategic shift toward nearshoring has been fueled by the need for businesses to remain agile and
responsive in a rapidly changing environment. This trend is driven by the requirement to swiftly adapt to client
needs and technological advancements. Industry analyses reveal a significant inclination toward nearshoring in
hubs like North America and Europe, where companies seek to improve their service delivery and client
engagement through faster response times and enhanced collaboration capabilities. The adoption of
nearshoring is increasingly viewed as a strategic measure that substantially boosts operational effectiveness
and client satisfaction.

Purpose of the White Paper

» Analyzes the strategic benefits of nearshoring in the global economy, focusing on relocating business
processes to nearby countries.

e Contrasts nearshoring with offshoring, highlighting the advantages of proximity such as shared time zones,
cultural similarities, and logistical efficiencies.

e lllustrates how nearshoring enhances operational effectiveness, agility, and client satisfaction.

e Details Aeries' role as a preferred nearshoring partner, leveraging its deep expertise and innovative
solutions.
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Macroeconomic Trends Influencing Nearshoring

Globalization and Economic Integration: Deepening globalization has led companies
to adopt nearshoring, especially in regions supported by economic treaties like the
United States-Mexico-Canada Agreement (USMCA) and the European Union (EU), to
leverage global talent pools and ensure operational and regulatory synergy.

Trade Policies and Global Dynamics: Recent trade tensions, particularly between the
US and China, have pushed companies to realign geographically, opting for nearshoring
to countries with stable trade agreements to circumvent tariffs and minimize operational
disruptions.

Technological Advancements: Technological advancements such as Al and machine
learning are pivotal in enhancing data management, boosting cyber security, and
increasing operational flexibility, thereby empowering nearshoring strategies to optimize
and secure operations effectively across proximate markets.

Opportunities: Nearshoring provides sectors requiring fast technological adaptability
access to skilled talent and tech hubs in strategically advantageous locations like Mexico
and Canada, enabling quick scaling of operations without significant overheads.

Future Trends in Nearshoring: The focus of nearshoring is shifting towards
sustainable and responsible business practices, aiming not just for cost efficiency but for
building resilient, ethical, and sustainable operational frameworks that consider
environmental impacts and local community benefits.
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WHEN DOES NEARSHORING
MAKE SENSE?

Nearshoring offers strategic advantages that significantly enhance business operations. Alongside substantial
cost savings on travel and communication, and government incentives that boost economic feasibility, this

section examines other scenarios where nearshoring proves most beneficial.

Proximity Advantages: Nearshoring is ideal when businesses require close collaboration
across teams in different locations. The geographical closeness improves project
management, speeds up decision-making, and supports real-time communication -
essential for dynamic business environments.
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Cultural Compatibility: This approach is particularly beneficial in scenarios where cultural
alignment impacts service delivery. For businesses like call centers and customer support
services, having teams that share similar cultural values and communication styles,
including similar accents and linguistic styles, can drastically improve service perception
and effectiveness.

.

5

AN

Quality and Talent Access: \When access to a skilled and educated workforce is crucial,
nearshoring to regions with a rich pool of talent can offer a competitive edge. It ensures

not only quality but also compliance with high standards due to easier oversight.
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Strategic Flexibility: Nearshoring allows businesses to remain agile - quickly scaling
operations or adjusting to market changes is simpler when operations are close by. This is
crucial for industries where market responsiveness is a key competitive factor.
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Risk Mitigation: For companies looking to diversify their location strategy to mitigate
risks, such as political instability or economic fluctuations, nearshoring provides a viable
solution by spreading operations across nearby countries which share similar legal
frameworks and economic conditions.
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Regulatory Standards: The alignment of regulatory standards between neighboring
countries significantly enhances the feasibility of nearshoring. This regulatory congruence
simplifies compliance, reducing legal complexities and aligning operational protocols to
benefit cross-border business operations.
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Checklist: Nearshoring vs.
Offshoring Performance Metrics

Offshoring is a strategic approach where businesses move operations to a country different from where they
are headquartered, often seeking benefits like reduced labor costs and more favorable economic conditions.
Understanding this alongside nearshoring - which focuses on proximity to enhance operational efficiencies -
can help you make informed decisions. Below, we've prepared a checklist to guide you in determining whether
nearshoring or offshoring aligns best with your business needs.

Decision Factors for Nearshoring vs. Offshoring

Sl. No. Criteria Nearshoring Offshoring

1 Does geographic proximity to major markets enhance your m
operational and communication efficiency? m

5 s cultural compatibility with business practices critical for m

your operations? m
3 Is compliance with local and US regulations critical for your m

operations? m
4 Do you need to rapidly adapt to market changes and m

consumer demands? m
c Do local market instabilities or the need for global access m

significantly influence your operational strategy? m
6 Are cost savings from lower labor costs in distant locations m

justifiable for offshoring? m

Is your primary goal to access a larger pool of substantial m m
7 .

talent, regardless of location?

Source: Aeries internal strategies and insights, with additional data from other sources.!

1. Other sources:
e Forsyth Advisors. (2024, May 16). Challenges and considerations for nearshoring to Mexico.
https://forsythadvisors.com/insights/challenges-and-considerations-for-nearshoring-to-mexico/
e Zaga, D, & Ortiz, A. (2023, July 13). Advantages of nearshoring to Mexico. Deloitte Insights.
https://www?2.deloitte.com/us/en/insights/economy/issues-by-the-numbers/advantages-of-nearshoring-mexico.html
e |VEMSA. (2020, August 27). Strategies for nearshoring operations in Mexico. https://www.ivemsa.com/strategies-nearshoring-

operations-mexico/
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KEY CONSIDERATIONS FOR EFFECTIVE
NEARSHORING DECISIONS

Organizations contemplating nearshoring should thoroughly assess several vital aspects to ensure that this
strategic shift aligns with their operational goals and enhances business efficiency:

Cost Benefits: Examine the financial
advantages of nearshoring, optimizing
workforce expenses and reducing operational

costs through strategic geographical proximity.

Workforce Skill Set: Evaluate the skill levels
and expertise available in the nearshoring
destination to ensure it meets your business
requirements.

Cultural and Linguistic Alignment: Consider
cultural and language similarities to facilitate
effective communication and collaboration,
enhancing operational efficiency.

Time Zone Compatibility: Prefer locations
within similar or compatible time zones to
facilitate real-time communication and faster
problem resolution.

|

Stability: Confirm that the nearshoring location
is economically and politically stable to mitigate
risks of operational disruptions.

Regulatory Compliance: Understand the legal
and regulatory framework of the destination
country, particularly regarding labor laws,
taxation, and intellectual property rights.

Market Proximity: Analyze the geographical
closeness to key markets, which can reduce lead
times and enhance market responsiveness.

Choosing the Right Partner: Select a
nearshoring partner with a solid track record,
focusing on their reliability and the quality of
services they provide.
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Strategic Advantages of Aeries

Aeries Technology capitalizes on its strategic location in Mexico to enhance operational efficiencies and
synchronize with clients' needs, making it a leader in nearshoring solutions. By aligning with local talent and
leveraging geographical proximity, Aeries optimizes costs while maintaining high communication standards
and cultural compatibility. This setup ensures robust compliance with both local and US regulations, crucial for
seamless cross-border operations.

Positioned close to significant markets, Aeries responds agilely to market changes, enhancing its
service delivery through quick adaptability. The stability of Mexico's political and economic landscape
further secures Aeries' operations, allowing the company to focus on advancing its technological
prowess. Utilizing state-of-the-art technologies like LLM and cognitive RPA, Aeries not only drives
efficiency but also fosters innovation.

Mario Jimenez, Director - LATAM Operations at Aeries,

highlights the comprehensive strategy: “Our nearshoring initiative
goes beyond mere geographic considerations - it blends cutting-edge
technology with local insights to develop distinguished solutions. This
approach is redefining our service delivery, enhancing efficiency, and

meeting our clients' changing needs.”
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Case Study: Nearshoring in Mexico - A Strategic Approach
for Cost Optimization by Aeries

This case study delves into Aeries’ strategic adoption of nearshoring in Mexico, focusing on cost optimization
and operational enhancement for a major digital marketing firm, showcasing significant improvements.

Background Solutions

The client, a prominent player in the digital e Aeries selected Guadalajara, Mexico for its cost-
marketing automation industry, wanted to manage effectiveness and strategic geographic
operational costs while maintaining high service positioning.

quality. The need for a cost-effective yet efficient e -The establishment of a Global Capability Center
solution led them to consider nearshoring as a (GCQ) in Guadalajara was integral to optimizing
strategic option. operations and aligning with the client's specific

time zone requirements.
e -To support operational efficiency, robust IT

Challenges

) ) ) ) systems were set up as part of the infrastructure
» Reducing operational expenses while ensuring
enhancement.

the quality of services remained high. . )
¢ Flexible HR processes were implemented to

e -Seamless communication aligned with the ) )
improve talent recruitment and manage costs

Pacific time zone to improve coordination and ) o )
effectively, contributing to overall operational

response times.

. . o excellence.
» Developing a robust business continuity plan to
maintain operations and manage risks
effectively. Lessons Learned and Strategic
Insights
Outcomes » Proactive Planning: Early identification of
. o strategic locations and thorough planning in
Reduced operational costs /O setting up the GCC were crucial for the project’s
by over 50%. CUCCess.
¢ Technology as an Enabler: Investing in the
Achieved superior employee right technology was vital for overcoming
retention with a 7% annual Q geographical and operational barriers.
attrition rate, well below the « Continuous Improvement: Ongoing analysis
local 15% average. and adjustments in HR and IT systems have
been key to maintaining operational excellence
Ramped up new hire @ and adapting to changing market conditions.
onboarding time to 4 weeks.
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Conclusion

As businesses navigate an increasingly interconnected global economy, nearshoring emerges as a strategic
asset, blending cost-efficiency with operational agility. This approach enables organizations to align closely
with proximate markets, leverage cultural and regulatory similarities, and access skilled local talent. These
advantages ensure rapid responsiveness to market shifts, enhance communication efficiency, and promote
robust growth. By integrating nearshoring into their strategic planning, companies can not only boost client

satisfaction but also sustain competitive advantages in a fast-evolving economic environment.

About Aeries

Aeries Technology (Nasdag: AERT) is a global leader in Global Capability Center (GCC) solutions. We
establish GCCs for Private Equity’s Portfolio Companies and deliver a comprehensive suite of Advisory &

Value Creation solutions. Leveraging advanced technologies like Al and automation, Aeries offers
tailored engagement models designed to deliver flexible, impact-driven solutions with measurable
outcomes.

Founded in 2012, Aeries Technology has grown to over 1,800 professionals, and its commitment to
workforce development has earned it the Great Place to Work Certification for two consecutive years.
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