Global Sourcing of IT-based Services
and Developing Countries
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The Market

A Between 2004 and 2008,
the global sourcing market
grew three times to reach

$89 to $93 billion

A Addressable market likely
to increase from $500
billion in 2008, to $1.5 -
$1.6 trillion by 2020
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Selected occupations ranked by Princeton economist Alan
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Occupations

Computer programmers
Data entry keyers
Actuaries

Film and video editors
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Global distribution of offshore IT and ITES

markets

IT services market
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Exports of IT-based Services from India ($ billion)
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Industry Impact in India

A Economic
d Direct employment of 2.23 million, indirect ~8 million
0 5.8 percent of GDP

0d Has offset close to 65 percent

imports

A Social
0 Over 30 percent of employees are women

A Educational

0 Top 7 states that account for 90 percent of industry exports
have founded six to seven times more colleges than other
states

Source: (i) NASSCOM, Perspective 2020: Transform Business, Transform India, April 2009.
(ii) NASSCOM 6l ndustry Trendsdé available at

httop:
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The Future? Black Swans?

oBut i1 n al/l my experience,

accidenteof any sort worth sp:

one vessel in distress in all my years at sea. | never saw a
wreck and never have been wrecked nor was | ever in any
predicament that threatened to end in disaster of any

7

sort. o

E.J.Smith, 1907

Captain, RMS Titanic
Source: Nassim Nicholas Tal eb, 6The Bl ack Swan,

House, 2007
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The Crisis Resilience of Services Trade

U.S. Monthly Imports and Exports of Year-on-Year Growth Rates of U.S.
Goods and Services, Monthly Imports of Goods and Services,
January 20061 February 2009 January 20077 February 2009
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The Crisis Resilience of Services Trade

Year-on-Year Growth Rates of U.S. Quarterly
| mports of o0Other Private Ser
January 2006 december 2008
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India has about 30% of global supply of low-wage labor for IT/ITES
Likely to have a talent shortfall of 0.8 million to 1.2 million by 2012




Total Addressable Market for Global Sourcing and

Domestic Outsourcing, 2020 ($ billion)
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A location portfolio buffers the effects of structural volatility . . .

Potential IT services center locations, number of employees, and IT specialist annual wage?
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. . . which decreases overall risks while still enabling significant cost savings

Risk and wage development for IT services center, single location vs portfolio

Wage development’ Level of risk for portfiolio-
Paris (nome base) — $45,000 Offshore location only in Bangalore _ 3.77
Offshore In ¥ Decreased talent risk —0.47
Banplalore only - EiEEI.CIEIEI I.
Portfolio - £25,500 Less currency volafility -0.36 I |
b Improved business environment -N.23 I '
—56%---- . |
: Portfelio of offshore locations - !
A% {Bangalore, Cairo, lasi, Lill) . 2.76 !

1Rased on weighted average wage, 2008,
“ses weighted average risk values for portfolie, plus additional svnergistie effects of corrency volatility and talent risk.

Source: McKinsey on Business Technology, Number 16, Summer 2009



Gartner 0s
Outsourcing, 2009
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Skills Development Components

6 sigma
Mangmt
TSP/PSP Training
R&D bomain l
Training
Software Developer Foundational BPO
Certification/CERT Training

Universities

/ Knowledge Hub Skill assessments \
i
IT Services — —p |T Enabled Services
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Broadband

A Finland has become
the first country in
the world to make
broadband internet
access a legal right

Mogadishu

A South Korea will
provide access to ——
1Gbps bandwidth to D s
citizens by 2012 -

A New submarine cable

systems for Africa




New Parks

A 22@Barcelona
d 115 blocks at Poblenou
d 4000 housing units
d 145,000 square meters of facilities

A South Koreads Digital Media Ci
0 Located at Sangamdong(135 acres)
0 Experi mental video 406X2006

A Parque de Investigacion e Innovacion
Tecnoldgica (PIIT) Monterrey

d Multidisciplinary approach




