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Selecting a sector: Business Process Outsourcing

Typical business process outsourced

Finance and Accounting

A Back office

A Accounts payable/receivable
A Financial reporting

A Finance accounting

A Revenue accounting

A Legal research

HR

A Payroll processing
A Recruitment and selection support
AHRIS

Sales/Marketing and Customer Service

A Tele-sales

A Order processing

A Customer service and complaints
A Help desk

Operations/Logistics

A Order tracking

A Order/claims/application processing
A Payments processing

A Translation services

Source: OECD-IC Analysis, literature review

Typical IT services outsourced

IT services and support (part of ITO)

A Software development (i.e. SW dvpt.),

maintainance and support (e.g. financial,

pharmaceutical, anti-viruses, etc.),
A IT management
A Hardware management and support
A Systems development and integration
A Hosting
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The global BPO market is expected to triple by 2010

Overall BPO market to reach ~$59 billion by 2010, which translates into ~2005-2010 CAGR of 25%

(e) Global offshore services market, 2005-2010 ($Bn)

05-10-CAGR

11 12 B IT products 7%
12.4 g ocalization and language services 28%
B Call centers 14%
B Engineering/Technical support centers 25%
@ Content development and management 8%
B R&D Engineering 27%
B Knowledge Outsourcing Services 58%
B BPO services (finance/legal support, ...) 25%
93.1 O Information Technology Outsourcing Services 26%

2005 201(5)

Source: Gartner, IDC, Neo-IT, ATK, OECD-IC analysis and research
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Cost reduction is a major driver for the sector

Top five benefits of offshoring (% respondents)

92%
55% 55% 55%
45%
Costreductions Support of Expanded sKkills Enhanced Improved
customers and quality service quality productivity

global footprints

Source: Executive agenda 2004- ATK (http://www.atkearney.com/shared_res/pdf/EA73_RealOffshoring_S.pdf)
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However, specialisationand not just cost; is key in this sector

Key drivers of the industry

A Top three drivers behind BPO adoption are cost, labor skills/availability and economic stability

A Customers highlight reduced costs as the most important driver for incorporating BPO into their

corporate strategy (68% in a recent survey)
A SEE countries are up to 5 times cheaper than Eastern European countries
A However cost is a short term advantage
A Salaries rising by 15 to 18% per annum in markets like India

A Labour skills and specialisation are key differentiators to move up the value chain in complex

outsourced processes

Eg Ireland is major player based on its niche specialisation in knowledge and analytics, not

its relatively high cost base
A Geographic and cultural proximity also plays a role for some segments like call centers

A Emergence of near shoring models that are supporting Moldova growth in the sector

Source: OECD analysis, AT kearney, Cap Gemini survey 2006
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Moldova can leverage several strengths to be the preferred
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Key facts: Overall conditions improving

A central location between Romania and Ukraine

Key facts about Moldova
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A 4.3 million inhabitants (CIA (e) 2007)
A Very fertile country with 75% black soil; 40%+ of the
population employed in agriculture (contributing ~20% of
GDP)

A $9.066 billion (2006 est.) GDP; growing at 6.3% (CAGR 00-06)

A Diverse/independent country from the Soviet Union since
1990
A Russian along with Moldavian is used as a
communication language
A Other languages, such as Ukrainian, Bulgarian, Hebrew,
English, French, German and lItalian are spoken

A ~$ 1.4 Bn cumulated FDI since 2000 (~17% 00-06 CAGR)
A ~ 5,600 registered companies with foreign capital
A + 471 during the first 6 months 2007

A Direct flights to Paris, London and Moscow

AInfrastructures under deployment
A 6 free economic zones
One international port at Giurgiulesti
A 3industrial parks
A One hub airport at Marculesti

Source: Miepo; branding Moldova Research Paper
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Moldova can leverage several strengths to be the preferred
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ICT (incl. BPO) outperforming GDP growth Main strengths
, _ A Very attractive costs
Moldova Real GDP and sales in ICT (incl. BPO) A’Average salary ~10x lower than in the UK
(BIn 02-06 A 6-7x than in Hungary
Leu) a4 CAGR A Close to India in software development at 10 EUR/hour
GDP ~18%

A Quality and number of graduates
A ca 1500 graduates emerge each year from Technical
University, State University and Academy of Economic
Studies (informatics, mathematics, physics 1 4 year
study); ~30% are prepared for straight entry to software
companies
A An additional 30% can be trained in short period and

34
32
28
others need ~6 months to come up to standards
23
A Competitive internet/mobile services and infrastructure
A E.g. MaxDSL 20 GB from Moldtelecom provider is at EUR
75/month
A E.g. Orange mobile services monthly subscription at EUR
15 for 3 hours; EUR 55 for 25 hours
@ A Favorable tax system/investment facilities
@ 4 S A Starting with 2008 : 0% corporate income tax, the 15%
1 2 2 ICT sector |~38% share will be applied only to dividends
incl. BPO) A Extended fiscal incentives on investments since Jan. 2007

2002 2003 2004 2005 2006 AGeographic | ocasthioagn nfgddr O6near
ICT sector A 1 hour time-difference with Paris
@ (in % of GDP)

Source: Miepo Prezentarea sectorului Tlc in Moldova April, 24, 2007
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Example
segment

of detailed opportunity analysis for the call center

Call Centers example

Key elemente

Details

Capabilities

A ~7 players already existing (Judirec Call Center, Evlexcom, Global Phoning Group, Samreis, Orange, Moldcell,
Moldtelecom)
A Ability to offer: Tele-sales, Order processing, Customer service and complaints and Help desk

A Quality/fluency in foreign languages
A @ompared to Romania, we have done some test and we can guarantee that on French and Italian, Moldova is by far
t he besti Olicier Brado ® Ex@&cutive Director, Global Phoning Group
A Most graduates speak Romanian, Russian and at least one other European language

Key success
factors

A Costs
A Up to EUR 6/ hour vs. EUR 10-12/hour on average in Europe

A Cultural proximity _
A e.g.time coverage/ neutralized accent

A Flexibility/ability to absorb peak load

A Management of staff attrition

Main
challenges

A Lack of skilled graduates
A CFieesourdces in languages courses sized down from 1000 in 2005 to ~96 in 2006 by lack of visibility on market
eman
2007 seats at 270 but still insufficient to follow demand
AVhen | get order for 20 people in French, | do not know how much time it will take to ramp-updi Olivier Prado
Demographic boom coming to an end
Nascent student career centers limiting dialogue between private sector/universities

I > D>

A Unaligned individual initiatives
e.g. OTravel and Workdé funded by the US, with 4 mont
This causes high student drop-out rate or cancellation of the year by the dean for returnees

> I

A No clarity on juridical status of translation companies creating confusion on tax matters .
A Unfavorable tax systems with VAT exemption for exports not applying to translation services

A Weak country brand to attract international contracts

h

stay
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Overview of the MIEPO BPO database

functionalities

Coding wA platform based on available free software

T wWith the exception of the client operating system which must be windows
P pny wNo need for useflicense payment or high performance Computer Processing Unit
Key Datacreation/storage Data usability Data-analysis/mining

w Creation and maintenance of the
reference company databases

w Automatic update of Moldova
statistical databases

w Automatic update of registered
information by company (in
coordination with the National
Statistical Bureau)

w Automatic feedback between
MIEPO and company included in thd
database

w Dynamic taxonomy management

w Userfriendly interface
wUNICODE (UT8)
wBilingual interface
Romania/English
wStandard Query Language using
QBE coding

w Simple export of data into DOC, TXT
XLS ou CSV

w Simple export of codes for ;
demonstration to clients, or foreign
similar institutions

w Easy search functionalities

w Web-publishing

w Sharing of information among MIEPQ

users

w Group/ Community management

wEasyteR 2 Q&
monitoring

w Possibility to profile each company

w Possibility to leverage the databag
for lead generation (identification
of company having, representative
AKIAaEf R2 @I WYl Ou

' NB WLINRALISOuUQOUL

FaaAIyyYs

Overall security managt.

w Tracking and audit of users activities; access management (with one level for users, and another one for administrator);
physical data backipping; data recovery
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Structure of the Database

Section A. General Information

Company Name

Country/Countries of Incorporation

Company Type (foreign company/joint venture)

Main Management Body

Top Management Officials

Contact information i Headquarters/Regional
Representative Office

Section D. Geographical Presence and Global
Operations

Countries of operation

Presence in the country

Linkages with Suppliers

Section B. Company Profile

Main Industry

Business Segments

Types of Products

Property Type

Statutory Capital

Volume of Investment (quarterly/yearly):
greenfield investment; investment in fixed
capital

Volume of Sales (quarterly/yearly)

Turnover Index

Volume of Taxes Paid (last 2 years)

Number of Employees

Section E. Financial Structure and Accounts
Ownership Structure
Financial Statements

Section F: Key Supply Needs

Estimated breakdown of supply costs (in percent)
Main supply needs by category (in percent)

Main suppliers by nationality/locality

Section G: History of Contacts
Meetings

E-mail Communication

Phone Communication

Section C. Corporate History

Date of Creation/Incorporation

Key Dates (tied into calendar/schedule)
Product Milestones

Recent Partnerships/Acquisitions (last 2 years)
Main Changes in Corporate Strategy

Section H: Strategy and Planning

Company Approach (by
region/operations/products)

Ideas for Collaboration Actions

Opportunities

Key Strategic Dates (tied into the calendar)
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Main functionalities: How to find relevant local and foreign

companies

Building a database with company profiles and offering
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DATA CREATION AND STORAGE
1o Old higcal code:
ROk SRL. |

A Creation and maintenance of the
reference company databases

A Automatic update of Moldova
statistical databases

A Automatic ugdate of registered
information by company (in
coordination with the National
Statistical Bureau)

A Automatic feedback between MIEPO
and company included in the database

btion of company:

DATA ANALYSIS AND
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AActions in Moldova and abraod
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Main functionalities: How to match local and foreign companies

requirements

o MIEPO - [Search]

MATCHING SUPPLY AND

0 Fle Companies ClassFied lsts Interface Tools Windows  Help

2EQA & 8 E&D

I View companies | Tasks iste 45 Search |

C%\Dg-m "o

Search Ext

DEMAND
A Technology allows to track
communication

=& X

A Log of past discussion,

meetings, agreements with
international supplier
A Dynamic approach to

o' |7 Deletion marked Status | = .

e o0 romaera  MaALChing supply and

i’ (« Fromstat ( Incomtent " Exact b’ (¢ Fromstart ( Incontent " Exact ., '_ demand

Company t)

Cuo Comparny short mame: .’ ’_'-

¢ | & Fromstat O ncomtent  ( Exact ¢ & Fromstat " ncontet  ( Exact r

Old fiscal code: Posip| address: Mo:owlnlml presence:

' @ Fomstat O incontent (" Exact Fromstat (" Incontent [ Exsct I

— . Last updated date (imterval)

Main Body:
R
REQUIREMENTS OF INTERNATIONAL Incortent " Exact
COMPANIES: - R ——
Includes: I — o>
A Company profiles
A Estimated breakdown of supply costs (in
percent) _ Log of past communications
A Ma!n supply needs by cate'gory (|n'percent) and agreements
A Main suppliers by nationality/locality AMeetings
A Company Approach (by AE-mail Communication
region/operations/products) APhone Communication

Aldeas for Collaboration Actions
A Opportunities Databse: locaihost:C:\Program Flles|Mepol OWIERO_KERNELbree

A Key Strategic Dates (tied into the calendar)

Community based
communication
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