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South America overview

DIGITAL RECESSION
UNCERTAINTY

SCANDAL AUSTERITY CORRUPTION

TRANSFORMATION

ECONOMY AUTOMATION CUSTOMER SERVICE

The South America consulting market grew 4.7% in 2018 to reach
a total value of US$2,688m. How any given consultant feels about
those numbers will depend greatly on the lens through which they
are viewing them.

A consultant who considers that 4.7% growth in the context of the
traditional expectations for emerging markets will likely find it
disappointing. It’s often the possibility of skyrocketing growth that
lures big, international firms to developing economies—which can be
challenging places to do business—and anything short of blockbuster
numbers can seem like a let-down. After all, as recently as 2012,

we clocked consulting market growth in Brazil at a whopping 8%: In
hindsight, it may seem foolish to have thought this might last, but
there were plenty of consultants who were optimistic that this was
the start of something big rather than the high point of the decade.

On the other hand, consultants who consider South America’s market
inits own right—and in the context of its trying recent history, replete
with slowing economies and snowballing scandals—may very well

be elated. 2018’s growth is, after all, a solid improvement on 2017’s
3.6% growth rate, and with growth of 5%, the dominant Brazil market
put in one of its best performances since the highs of 2012. Even
better, the fact that consulting growth persists even in the context
of comparatively modest GDP growth (and, in the case of Argentina,
rather significant negative growth) across parts of the region further
suggests the increasing entrenchment of consulting here: South
America’s consultants are winning a hard-won battle to be a “must-
have” rather than a “nice-to-have”’—establishing consulting as a vital
resource that clients will turn to in both good times and bad.

In 2019, this growth story is continuing, with consultants reporting
that clients are feeling a bit more confident as economies appear
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on the upswing and stability gradually improves. While we expect
that anyone looking to South America for blockbuster numbers will
continue to be frustrated for some time to come, we're confident that
those taking the longer view will continue to enjoy a quieter kind of
satisfaction as consulting continues to become a bigger and more
critical part of the South American landscape.

The Latin America consulting market grew slowly in line with
GDP growth in 2018.

Antonio Bernardo, Roland Berger

One of the challenges with South America is that there are different
challenges in each market. Every country has different things

that influence the market, which means every market has its own
personality and its own needs from consultants. | wouldn’t say there
was a single challenge that cuts across all the region. Instead, you
have to dig down to the country and sector to understand what is
going on. It can make it very challenging to be active across different
countries and different markets.

Hugo Ribeiro Almeida, Integration Consulting
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Explore the data

All of the market size data in this report is available to explore online
through our global data model portal. You are able to interact with
the data in more detail and create custom views of the market to suit
your needs.

You can access the data via our reports page, as seen below:
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Our global data model is the biggest and most sophisticated model
of the professional services industry available. It provides data on
market size, growth rates, and forecasts across 29 industries, six
service lines, 84 countries, and five firm types. It’s the platform on
which a growing number of professional services firms are basing
their understanding of the market and their performance within it.
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Consultin g firms Segmentation classification of

consulting firms

Our analysis focuses on Types S, A, T, and P. The detailed RS MEREERITE L Sl I @iy

analysis of Type M is not included in this report because the Type S: Consulting on strategic
decisions and operations alongside

number of firms within this segment is too great, and it is M&A-related work

therefore difficult to provide analysis that can be applied to
Type A: Consulting alongside audit,

this segment as a whole. . )
tax, and corporate finance services

Type P: Consulting on people-
related issues, but also investment
advice, risk management, and in
some cases, HR outsourcing and HR
package implementation

Type T: Firms that either specialise in
technology or combine technology,
outsourcing, and consulting

Figure 8

Breakdown of the South America consulting market in 2018, 2019 (projection), and
2020 (forecast), by firm type

Note: If you're reading this report as a PDF, clicking on a firm type in the table below will take you directly to the relevant page.
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The competitive landscape

After several difficult years for South America’s consultants, the
turnaround in market conditions that started in 2017 continued
through 2018. While there were still plenty of issues affecting
business confidence, including recession, political upheaval, and
ongoing corruption scandals, consultants were certainly seeing more
opportunities and talking about the market with a greater sense of
optimism than in previous years.

One of the consequences of this rise in opportunities, however,

is that it also generated its own set of challenges for consultants

in South America. As we noted in last year’s report, the slump in
demand in previous years resulted in many small and medium-sized
firms shuttering some of their operations, or in some cases shutting
up shop altogether, with larger firms taking a bigger chunk of the
market. That changed in 2018, with larger firms of all types seeing
arise in competition from local small and medium-sized firms and
from companies from other markets moving into the consulting space.
And while smaller firms may not have the scale or the scope to target
the largest transformation projects, access to scalable technologies,
an ability to undercut on price, and a willingness to emphasise local
expertise meant small and medium-sized players were once again
making waves—and gaining market share—in South America.

In the last few years, because of the crisis, there have been few new
entrants, but that has changed recently, and we are seeing new
competitors such as investment banks and private equity houses keen
to take advantage of privatisation initiatives.

Federico A. Servideo, PwC

| think we'll see more competition in the future from smaller firms that
are able to scale up technologies to compete with larger firms.
Fernando Fleider, ICTS

In addition to the resurgence of local small and medium-sized

firms, the ongoing convergence of the consulting market also
increased competition in South America. In a trend we see across
most major markets, as digitisation takes hold and clients become
more demanding of the consultants they work with, firms are under
pressure to expand their capabilities to offer a wide-ranging and
holistic suite of services. As a result, firms are increasingly stepping
outside their traditional service areas and encroaching on areas they
would have previously ceded to firms of other types.
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There is no longer room for generalist firms. Specialist expertise is very
important, so large firms must be able to assemble the pieces of the
puzzle and serve clients through their ecosystems.

Mauricio Saad, EY

Whether it is strategy firms investing in their technology services,
technology firms bolstering their strategic offerings, or Type A

firms expanding their capabilities into both areas, firms are finding
themselves butting heads on a much more regular basis than in
previous years. And with little sign of this trend reversing any time
soon, the competitive landscape in South America is likely to become
even tougher through to the end of 2020 as convergence continues
and local small and medium-sized firms become even more adept at
catching clients’ eyes.

Many of our competitors are converging on technology services and
doing things they didn't do before. | think this change is caused by
client demand, as they want to be shown the solution rather than told.
Proofs of concepts are becoming much more important. PowerPoints
are now just entertainment and are not enough.

Senior management consultant, South America

I think we'll see increased competition from technology companies
providing more and more consulting services. Some companies will
develop tools that automate aspects of the consulting process.

Fernando Fleider, ICTS
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About this report

Methodology

Sources

Our report is based on quantitative and qualitative research of consulting
firms in South America. This includes the following:

Megamodel: our global data model

The quantitative data contained in this report focuses on consulting done by
mid- and large-sized consulting firms (those with more than 50 consultants)
and typically includes work they have carried out for mid- and large-sized

|ll

clients—what we at Source call “big consulting”. It therefore reflects the
“addressable” market for the majority of mid- and large-sized consulting
firms; we don’t try to track the long, thin tail of work done by very small
firms for very small clients, nor the contractor market, as most readers

of this report would not seek or be able to compete with this part of the
market. Our analysts work out the addressable size of the market through
desk research, identifying the number of firms that meet our criteria, and

extrapolating from that to reach a figure for the market as a whole.

Using this definition, we’ve built a bottom-up model of the global consulting
market from the information we get from consulting firms and our own
research, and we use it to size the industry and its growth rates. This is
based on our global model which contains detailed data about almost 1,600
firms, plus higher-level estimates about a further 400,000 firms, all with
more than 50 consultants apiece, in addition to comprehensive primary
research carried out by Source analysts.

Please note that our 2017 baseline figures have changed a little since last
year, as we have refined and implemented improvements to our research
methods. We are happy to provide subscribers who bought last year’s report
with a restated set of 2017 baseline figures should this be of interest.

We should emphasise that there are no standard sources of definitions

of data within geographies let alone between them. We are, however,
confident that the richness of our qualitative data, combined with Source’s
unparalleled industry expertise, means that our analysis fairly and
accurately reflects the state of the market.

Please note that we have refined and implemented improvements to our
research methods for digital data, taking a bottom-up approach to firm-level
data this year.

All figures given in this report are in US dollars. For reference, Source is
using the following exchange rates in its reports this year:

US dollar to British pound US$1 = £0.75

US dollar to euro US$1 = €0.85
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Client view

We interview senior end-users of consulting in South America to help
us to build up a rich picture of how trends in the consulting market
are playing out within clients’ organisations. Our conversations focus
on the following areas:

- What’s driving change in their organisation
- How they are using consultants
- Factors that affect the way clients work with consulting firms

- What they value the most—and least—about working with
consultants

We also carry out client surveys. We surveyed 48 senior clients of
consulting firms across South America. The majority (83%) work for
private sector organisations, many of which are multinationals. The
remaining 17% work in various public sector organisations. All work
in organisations with over 250 employees.

Our survey asks clients similar questions about how they buy
consulting services. In particular, this report draws on how they
expect their expenditure on consulting services to change over
2019 and into 2020, what initiatives they’ll be working on, and how
likely it is that those initiatives will drive consulting work. Their
responses are just one of the factors that we take into account when
forecasting future growth rates.
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Figure 19

Respondents by sector
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Figure 20

Respondents by organisation size
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Figure 21

Respondents by function
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Interviews with senior consultants

In addition to our quantitative research, we interviewed 11 very
senior consultants (typically the most senior person in their country)
from most of the leading consulting firms in the region and many
smaller local specialists to understand more about how the consulting
market is performing and what the major trends, changes, and
challenges are. Throughout the year, Source analysts remain plugged
into the global consulting market through our bespoke research and
consulting projects, adding further depth to our understanding of the
consulting industry.

In-depth desk research

We also conducted a thorough PEST analysis in South America
that drills down into finer macroeconomic details on a holistic and
sector-by-sector basis and allows us to fit our research into a wider

macroeconomic picture.

Definitions of sectors and services

Our definition of management consulting includes a broad range of
business advisory services, but excludes:

- tax advisory

- audit

- the implementation of IT systems

- the delivery of outsourced/offshored services

- HR compensation/benefits administration and technology

Where mergers and acquisitions work is concerned, consulting on
deals is included (under strategy), but corporate finance fees on
deals themselves are generally not included, although it is not always
straightforward to separate the two.

For more information about how we classify consulting services and
sectors, please see “Definitions of sectors and services”.
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Contributors

We are extremely grateful to all the people we spoke to for making this report possible. Below is

a list of the individuals who have contributed from consulting firms (some consultants choose to

remain anonymous).
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Our custom work

We provide advice and custom research
services to the world’s most successful
professional services firms, helping
them to identify, and develop strategic
responses to, their most pressing
opportunities and challenges.

Among other things, our work includes:

- Deep market and competitor analysis
- Acquisition strategy

- Proposition strategy and development
- Brand and client sentiment analysis

- Thought leadership strategy, development, and review

For more information about any of these, please visit our website

or get in touch.
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About us

Source Global Research is a leading
provider of information about the
market for professional services.

Set up in 2007, Source serves the professional services industry
with expert analysis, research, and reporting. We draw not only on
our extensive in-house experience but also on the breadth of our
relationships with both suppliers and buyers. All of our work is
underpinned by our core values of intelligence, integrity,

efficiency, and transparency.

Source Information Services Ltd

20 Little Britain | London | EC1A 7DH
UK +44 (0)20 3478 1207

US +1 800 767 8058
info@sourceglobalresearch.com

www.sourceglobalresearch.com
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