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THREE KEY QUESTIONS

Question

Response

@
What is the
rationale for the

initiative?

What is the
proposition?

3 What are the roles
of and benefits to
principal
sponsors?

* BPO&O represents a $110 billion opportunity globally by 2010

* The Philippines has a strong starting position (5% share in 2005), great
aspirations (“10% by 2010”) and genuine competitive advantages to build on

* Philippines has several serious constraints to overcome not only to achieve 10%
by 2010 but to maintain competitiveness and to hold current market share at 5%

* To implement two core initiatives to position the sector to capture its full potential:
— Develop “Roadmap 2010” (e.g., clear industry strategy and portfolio of
initiatives including talent, space, risk, etc.)
— Organize and resource a full-time “Team 2010” (e.g., governance, people,
funding model, value proposition)
* Broad-based, private sector-led, public sector-supported initiative
* Project governance initially through parallel team structure, transitioning over
time to become the “muscled-up” BPAP
* USD 3.4 million required to define and launch “Roadmap 2010"/"Team 2010” (5-
6 months) and to resource association (2 years)

* Provide financial support and play an ongoing advisory role to the initiative

* Direct benefits arising from improved industry dynamics (e.g., talent, space, risk)
and from having world-class association to drive industry agenda (e.g., protect
government incentives)

* Indirect benefits from reputation as key shaper of the industry — locally and
globally



@ Rationale

THE PHILIPPINES HAS AN ENORMOUS GROWTH OPPORTUNITY

IN BPO&O

@ Big opportunity in global BPO&O industry . ..

@ ..

. and Philippines has big aspirations . ..
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@ Rationale
THE PHILIPPINES HAS A GOOD STARTING POSITION BUT NEEDS
TO CAPITALIZE ON ITS STRENGTHS AND OVERCOME EMERGING

CONSTRAINTS TO CAPTURE BPO&O OPPORTUNITY [] Further details
provided
Positive factors to build on Constraining factors to overcome
@ Leading cost position among low- @ Insufficient quantity of “suitable” and
cost countries “willing” talent to fuel growth

to achieve “10% by 2010”

@ High-quality labor pool to draw on I @ Insufficient quantity of suitable space l

@ Emerging reputation for quality, I Persistent perception of Philippines l

especially in contact centers as a high-risk environment

business environment resourced, highly aspirational
competitors

@ Conducive “on-the-ground” I @ Existence of well-organized, well- l

@ Promising potential in emerging I @ Absence of a clear industry championl

higher-value segments (e.g., with resources to drive initiatives that
animation, F&A) benefit the industry collectively (e.g.,
strategy, talent, marketing)



@ Rationale

THE PHILIPPINES NEEDS A WELL-RESOURCED TEAM TO COORDINATE
STRATEGIC RESPONSES TO KEY CONSTRAINTS

Talent is key constraint to future growth . ..

Talent requirements
Thousands

550

420K
Gap

220

140

New talent “Grow with 10% by 2010
generated by market” by

2010 (current 2010

trajectory)

Selected actions

TALENT EXAMPLE

... butindividual actions not sufficient to close the gap

Hazards

BPAP

Office of
President

Private
sector

Universities/
schools

Head-
hunters

Source: CHED; NEDA: literature search

* Developing quality
standards

* Vouchers for
retraining

¢ Tailoring training in
partnership with
schools (e.g.,
Accenture)

¢ Considering
curriculum changes

* |dentifying sources
* Help with staff up

Are not binding on
industry

Does not augment
flow

Quality control on
training
Absorption

Small scale (e.qg.,
10-15 people)

Restricted by
CHED

Do not see value
proposition

Bidding up prices/
eroding
competitions
advantage



@ Proposition
IMPLEMENT TWO CORE INITIATIVES TO DELIVER
BPO&O POTENTIAL

Two-pronged initiative

@Develop
“Roadmap 2010”

to enable
breakthrough
growth

a) Industry’s shared aspirations for the future

b) Growth strategy — sub-segments to target; priority
source geographies; competitive landscape

c) Portfolio of initiatives across critical performance
areas -- talent, space, location, risk, Philippine brand

d) Accountabilities, metrics, timetables across initiatives
and stakeholders (e.g., top 20 actions for gov't)

@Assemble
“Team 2010” to
iImplement
“Roadmap 2010”
(ideally through
vehicle of BPAR)

Source:

McKinsey analysis

a) Define clear long-term value proposition to members

b) Design organization
— Key activity areas and operating structure
— Governance process and decision rules
— Ongoing funding model and audit process

c) Develop people resources
— Skill profiles and role descriptions for leadership
— Recruitment and coaching of core team

d) Pilot operations and launch critical initiatives on talent,
marketing, competitiveness




@ Proposition
PROJECT APPROACH: EMPHASIS ON INITIATIVES FOR DISCUSSION
AND BUILDING TEAM
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¢ Syndicate results with key
stakeholders

* Plan communication strategy
and tie into marketing
initiatives

* Develop final report for
release to public

« Develop/Redesign organization structure (as needed) and resource requirements

« Redesign governance model, decision rules

« Develop long-term tiered funding and revenue model

e Syndicate with existing associations/members/supporting stakeholders

« Develop roles and responsibilities

« Recruit critical leadership and support positions

« Develop “migration path” to Iintegrate “Team 2010 and existing prganization (TBD)
1

Oox



@

DELIVERABLES FOR “ROADMAP 2010”

Proposition

(a)

N
./

Deliverables

Common
aspirations

(b) |

Growth strategy

C

Portfolio of
initiatives

d

Timetables and
accountability

* |dentify current industry status
* Size industry growth potential
* Define common industry aspirations for 2010 and beyond

* Develop growth priorities for the Philippines
— Identify priorities across verticals/horizontals, voice v. non-voice
— Priority source geographies
—Niche plays within IT services

* Assess basis for and sustainability of Philippine competitive
advantages relative to key competitors

* |dentify constraints on growth and diagnose root causes

* Design and market-test initiatives to leverage strengths and address
growth constraints

* Create high-level implementation plan for initiatives

* Support rollout of critical initiatives and communication program

* Determine key milestones and timetable

* Set strict KPIs and performance targets

* Allocate implementation responsibility to various key players (i.e.,
government, industry association, industry players)



@ Proposition

THE PHILIPPINES MUST ARTICULATE ITS OWN VISION AND O support
STRATEGY, AND SET OUT CLEAR PORTFOLIO OF INITIATIVES @ Lead

Strategy

Focus Areas

Role of stakeholders

Government Industry Association

Strategic issues

Portfolio of Initiatives

Skill develop-
ment/ recruitment

Space planning/
location
development

Strategic
marketing/build
the brand

Regulatory
environment

Build consensus around broad aspiration

Set priority areas for development, in alignment with
sector strengths

Establish source country priorities for marketing
Promote initiatives to help sustain, extend Philippines
competition advantage (e.g., productivity
benchmarking)

Revise priority initiations over time

Pilot certifications

Develop career paths

Develop tailored programs with Universities
Develop curriculums with CHED

Identify and “make ready” tier 1, tier 2 cities with
prospective talent sources

Align local governments and national real estate firms
to offer “plug and play” packages

Identify 6-8 high profile “hot leads” and aggressively
market Philippines

Develop strategy to build Philippine’s brand

Plan events, communications

Coordinate across stakeholders

Design regulations to enable fluid labor markets
Address critical issues (e.g., IP protection)
Design incentives to promote dispersed growth

. i, i i i

O O ®

O
O
@

O
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@ Proposition

DELIVERABLES FOR “TEAM 2010”

a

BN
Deliverables -

Association
value
proposition

b
Design
organization

C
Develop people
resources

d
Pilot operations

* Articulate association’s value-added services and unique proposition
* Agree on core member benefits

* Determine key activity areas and design operating structure
* Design governance process and decision rules

* Determine people model

* Develop long-term funding model

* |dentify skills profile and role description for major leadership roles
* Recruit and coach leadership team

* Pilot operations of industry association

* Launch critical initiatives

* Validate changes with existing members (Target: October general
membership meeting)



@ Proposition
DEVELOP “LIGHT AND LEAN" TEAM TO DESIGN AND

IMPLEMENT PROGRAM

Key operating principles

Small, motivated team (12-16)

Focus on critical implementation
tasks

Strict KPIs

Leverage support from creative
source (CITEM, university students,
secondment)

Driven by full time professionals with
“business orientation”

ILLUSTRATION ONLY

* Could also handle Investor Relations

| , Elected from e
: Chairman : T |
: Executive counCII:—r Board of Trustees
Part-time L i
-------------------------------------------------- ' 1 12-18 members i
i elected !
i by members !
Eull time | every 2 years i
. ullt t ' :
President Day-to-day i- All sectors i
1+1  Operations and | represented |
decision-making i o
1 ® Quarterly meeting |
“Face to the :___(_3________y_________g_;
world”
| | | | |
Strategic Regulation/ Member Talent Research
. govt services/ and
marketing , development | |. .
relations events information
1+2 1+1 1+2 1+1 1+1




@ Proposition

EXAMPLE OF “TEAM 2010" ACTIVITY: COORDINATE SIMULTANEOUS
COMMITMENTS NEEDED TO DEVELOP TIER 2 CITIES

(@Telelech. Industry players
oL Commitment: To
CONVERGYS_ locate/build site,

Outthinking Outdoing

. develop manpower
relecare

=2 Universities/schools

o Commitment: To
partner in efforts to
develop talent pool
over time

Local government

®
Association HM

Commitment: To
provide accurate

information (i.e., wages, ;f?ﬂ‘ljj";
.\-'h.l‘- '.

S

talent), contacts to

decision makers 4

L L

Real estate
developers

Commitment: To
provide adequate

Commitment: To make
land available and offer
attractive incentives; to
ensure key
infrastructure is in place

Philippines space and deliver on
time
lloilo ®
@
Bacolod  @®Cebu Infrastructure
@®Dumaguete Commitment: To
provide connectivity,
energy and other o PLDT
utilities
National government @
Commitment: To d - MERALCO
enforce IP and tl

contractual obligations,
and offer attractive
incentives

@|FPHILIPPINE

11



@ Proposition

PROJECT GOVERNANCE INITIALLY THROUGH TEAM

STRUCTURE PARALLEL TO BPAP

Ve

* 15-17 members
* Meets every ~8 weeks

.

~

—

— Shareholders’ Council

g
* 6-7 members

* Selected by SC Council

* Meets every 3-4 weeks,
regularly accessible

\

(¢ McKinsey leadership

* Future association leader
* Industry support

.®* BPAP representative

/

(e McKinsey (3-5 full time
consultants)

* BPAP

* Seconded industry
members

* Other members of future

L BPAP team

~

Project
board

Project
leadership

I | I

Roadmap

2010 Team 2010

)

Y

PRELIMINARY

* Validate initial findings and
recommendation of steering
committee

* Broad oversight

* QOverall guidance on direction,
priorities

* Industry perspectives and
input to the working team

* Accessible to team as needed

* Decision-making on key
issues

* Day-to-day project
responsibility

* Problem-solving

* Market-testing/rollouts

* Coordinate across
stakeholders

e Communications

12



@ Proposition

OVER TIME, PROJECT TEAM TRANSITIONS INTO BPAP STRUCTURE

From. ..

Shareholders’ Council

Project
Board

Project
leadership

Roadmap
2010

Team 2010

1

To.
" Part-Time
Full Association Membership
| l i
Board of
i Trustees i
Full-Time
President
BPAP
BPAP Full-time Team
Strategic Member Research &
; services / : :
Marketing information
events

Regulation /
Gov't
relations

Talent dev’t
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@ Proposition
INITIATIVE REQUIRES USD3.4 MILLION IN RESOURCING OVER
2-YEAR SPAN

Amount
Purpose Duration  USD millions

@% q " * Design and develop 5-6 1.9

fay“%rouc? wor portfolio of initiatives, months

200r10” oadmap support launch of critical

“T aZnOlO” initiatives, design and

eam implement organization

@ * Create organization and 2 years 1.5

R : hire team to support

. ?:;rl:]rgé)nl%" development of Roadmap

2010 and to implement
initiatives (marketing, talent,
regulation, etc.)

14



@ Proposition
BROAD-BASED, PRIVATE SECTOR-LED, PUBLIC SECTOR-SUPPORTED
INITIATIVE

Principles \ 3,400
500

@) Supported by all —100=
categories of 300

stakeholders

(2) Tiered participation 1,500
program, across
stakeholders, aligned to 1,000
incidence of benefit

* Third party providers

* Captives _
« Infrastructure players Industry Infra- Stake- Govern- McKinsey Total
structure holders ment Invest-
* Other stakeholders ment
(3) Project proceeds 100%
only if pledges match
total financial N = @ @ @ @
requirements a
Status 4 2 o) 1 TBC

(pledges)

[ —

5



@ Role of and Benefits to Principal Sponsors
PRINCIPAL SPONSORS WOULD PLAY A LEADING ROLE AND DRAW

TANGIBLE BENEFITS

Support requested from

Principal Sponsors General benefits Specific benefits
@ Financial support as @ Positive industry and @ Ability to shape industry
Tier 1 industry player bottom-line impact due to agenda (i.e., set priorities,
the different initiatives develop initiatives)
(i.e., talent, space,
marketing, etc.)

@ Advisory support in the @ A well-functioning @ Reinforce reputation
development of “Road- industry association to among internal and
map 2010” and “Team advance industry-wide external stakeholders as
2010” goals an industry leader
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