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Introduction

e  The Philippines’ market share for the global offshoring and outsourcing (O&O) industry has grown
to 15% in 2008, making the Philippines the third largest O&O destination in the world.

Philippine Market Share in the Global IT Industry Competitiveness Index, 2008: Overall Scores and Ranks
Outsourcing & Offshoring Industry, 2008 of Asian Countries
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e The Philippines, whose offshore market has grown 1| Vvietnam 214 o1 61
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46 percent annually since 2004, is poised to emerge
as a leading destination for non-voice business
process outsourcing (BPO) work.

e It has emerged as a key destination for English-based work especially for the North American
market.

e Interms of IT industry competitiveness, the Philippines has maintained its 47" position in the world
in 2008 and 8" in Asia. The ranking is based on six indicators: overall business environment, IT
infrastructure, human capital, legal environment, R&D environment, and support to IT industry
development.

e The country’s improvement in IT infrastructure and human capital has helped sustain this global
position.

e Since 2003, more than 80% of the IT/BPO services catered the US market.

e Exports to Europe and Asia are also growing. Other markets include Japan, Canada, Australia, New
Zealand, the Middle East and Africa.

e The Philippine IT/BPO industry has a wide breadth of competencies in the following sectors:

- Contact/call centers;

- Business process outsourcing or BPO (finance & accounting, HR, payroll);

- Knowledge process outsourcing or KPO (marketing research, medical research, legal case
research & preparation, insurance, mortgage);

- Medical, legal and other data transcription;

- Film animation;

- Software development;

- Engineering and construction design; and

- Game development or content development.

Source of Date: The Economist Intelligence Unit, September 2008

Market Opportunity

Market size
e Global O&0O market exceeded US$55 Billion in 2008
- Annual growth rate estimated at 20% over the next 5 years
e Estimated global O&O market
- 2009 — US$66 Billion
- 2010 - US$79.2 Billion
e Philippines O&O forecast, 2010 — US$12 Billion revenue; 25% annual growth.
Presence of a demand-supply gap
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Philippine Advantage

Technology that supports the industry

e Expanding technologies on fiber and copper network, wireless technologies (CDMA, GSM,
WAP, GPRS, 3G, wireless broadband), radio and VSAT

Support infrastructure

o Digital fiber optic backbone network (FOBN)

e Nationwide radio microwave terrestrial network

o Next generation networks (NGN), characterized by the use of Internet Protocol (IP), Multi-
Protocol Label Switching (MPLS) and Wave Division Multiplexing (WDM).

Ideal locations
e Metro Manila, Metro Cebu and
the Next Wave Cities
e Around 165 ready-to-occupy IT

NEXT WAVE CITIES
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Cabanatuan
Cainta
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Dumaguete Baliuag/Marilao/Meycauayan Tarlac
H uman resources General Santos Cagayan de Oro Tuguegarao
Avai |ab|||ty La Union Malolos/Calumpit Urdaneta

Lipa
: (Sta. Rosa, Calamba, Los Barios, Cabuyao, San Pablo City)
2 (Bacoor, Dasmarifias, Imus, Cavite City)

e More than 490,000 college-
degree graduates in 2008,
66.6% of which have courses suitable for the IT/BPO or cyber-services sector.
e Annual growth rate of tertiary level graduates is estimated at 3.8%.
Quiality
e 3" Ilargest English-speaking country in the world
e 72% of the population fluent in American English
e English language as the basic communication medium used in business, government and
schools.
e Highly educated, flexible, productive, loyal, dedicated workforce with excellent work ethics
and attention to detail
e Strong affinity for western culture.
Costs advantage
e Average annual salary of IT professionals in the Philippines handling various types of IT job
functions is the most competitive in Asia.
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e Cost of bandwidth
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India 18,354 16,783 10,325 8,823 6,584 8,320 11,499
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Philippines 12,466 11,119 8,199 7,423 4,730 8,165 6,406
Singapore 65,785 51,158 34,010 36,130 29,562 37,033 50,499
Thailand 29,066 22,285 13,237 14,987 13,155 17,520 23,600

Source: ZDNet Asia Survey, Oct 2008 — May 2009

Industry Potentials

Growths -
Number of industry players
e From an estimated 300 companies in 2004 to 618 in 2008, or an increase of 106% in 5 years.
Investments (in terms of project cost)
e BOl-registered IT/BPO projects alone — Project cost increased to Php 26.20 Billion in 2009
(July) from Php 18.64 Billion in 2004, or an increase of 40.66%.
Employment
e Estimated 475,000 full-time employees (FTES) as of August 2009 from 371,965 FTEs in
December 2008, or an increase of 27.7% in a period of 8 months.
e Average annual increase of 40% in employment generation from 2004-2008.
Revenue
e US$6.061 Billion revenue generation in December 2008.
o Average annual increase of 43% in revenue generation from 2004-2008.

Breakdown of Employment, 2008 Breakdown of Revenue, 2008
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Contribution to the economy
Percent of GDP
e Total BPO: 3.6% share in GDP in 2008.
Percent to total exports
e |T/BPO accounts for 12.36% of total Philippine exports in 2008.

Government Support

Enabling laws/policies

e Medium-Term Philippine Development Plan 2004-2010
- Reduction of connectivity cost
- Development of ICT Human Resource

e Executive Order No. 561 dated 19 August 2006 creating the Philippine Cyber Corridor, an ICT
belt stretching 600 miles from Baguio City to Zamboanga designed to provide a variety of
cyberservices at par with global standards, and supported by a $10 Billion high bandwidth fiber
backbone digital network.

e 2009 Investment Priorities Plan providing fiscal and non-fiscal incentives to Business Process
Outsourcing or voice and non-voice IT-enabled services.

o Allocation of Php 350 million scholarship funds for the training of near-hires in IT/BPO.

. Data Privacy Bill proposed in Congress to ensure protection of personal information in the ICT
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