IT Services Industry
INn Japan

Apr. 2009
JISA



byl

INDEX

Economic Environment
ICT Industry In Japan
IT Services Industry
Offshore Outsourcing




onment In Japan

™S

1. Economic Envii
(US$ 1= JPY 100)
e

-IMF announced 2009 forecast of JPN GDP “-5.1 % growth”
-Cabinet Office announced GDP FY 2008: -0.8 —-1.3% growth

FY 2009: 0% growth (Optimistic)
-High appreciation of Yen causes troubles to exporters

-Tokyo stock market recoded the lowest “Nikkei index” for the last 25
years on Oct. 27, 2008

-Investment in corporate ICT system in 2009 is likely to decrease
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Trillion US$

2000 2001 2002 2003 2004 2005 2006 2007
O GDP| 5.03 4.97 4.91 4.90 4.98 5.02 5.09 5.16

Source: Cabinet Office
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(Users Association’s survey)

IT Investment forecast in Japan
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2. ICT Inaustry in Japan ( O)
Sales No. of Employees
Billion k persons
USs$
350 1000
300 800
250
600
200
150 400
100 200
50
0 . .
0 : . Communica ICT I T Serviced
Communlcat ICT IT Services/ tion Hardware | Software
ion Hardware Software
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3. Change of Sale
Services Industry

Japanese I T
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3—b. IT Services - Vertical Market
(2007)

Total: JPY 16.7 Trillion
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Source: METI (http://www.meti.go.jp/)



3—c. I'T Services - Horizontal Market

(2007)
System Others
I ntegrator 11.6% M anufucturer
16.3% 21.3%

Servcies
Industry |
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Source:METI



4. Offshore Development Sites in the World
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Source:

US: Analysis Report on Economy and ICT

Japan: METI Industry Report

China: China Software Industry Association Presentation
India: NASSCOMT Strategic Review 2007

Vietnam: VINASA Presentation
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Number of Workers in IT Service Industry (US, India, Japan, China)

\1,290,000
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Offshore destinations in 2006

Vietnam USA
0.6%

Offshore Spending in 2006
-JPY 200Billion by Gartner

-JPY 71.3Billion by IPA Korea

(from JISA, JEITA and CSAJ 2.1%
member companies)

Others
2.5%

Philippines
2.3%
Share of Destinations by IPA
Research : India

China - 71.5% 20.8%
India - 20.8%

(increased largely

from 8.1% in 2004)

Source: | PA



4-c Phases of Offshore Relationship

Phase Characteristics [ Maturity Level ]
| : ol =
Trial Phase where both organizations try to determine the C
Phase policy and potential knowledge of each other o
J J Bl 2
D N\ o I°
€ | Learning Phase where both cooperate and deepen mutual A S ii
D Phase understanding. At the same time, experienced know how o P _
::1 ) \is accumulated and work becomes more efficient. ) § Vietnam
3 N N P
Growing Business know how and common practices, development \/
Phase styles are shared. The offshore site becomes a necessary
y, \partner for Japan. )
4 B
Selection & Partnership is reorganized by selection and
Consolidation consolidation for more efficiency.
Phase _Size of outsourced projects become larger. )
: - N China
Tactical Phase when best partnership is created.
Partnering
Phase Cooperation in oversea Sl businesses and tactical
(Make Investment) (_alliances can be expected. ) 10

Provided by NEC Soft Co.



4-d. Forecast of Future Offshore
Outsourcing from Japan

US$ Billion

3 O Will increase to US$ 2.6

= Billion by 2011
[J Number of employees

2 2006 — 16,424 persons
1.5 2011 — 59,169 persons

1 — (7.8-9.4% of total IT
05k employees in Japan)

‘ I i | [0 Because of economic
0% | o7 | 08 | 09 | 10 | ' downturn, forecast after
@ Offshore Spending| 713 | 90.9 | 1167 | 151.1 | 196.4 | 256.8 2008 will be lower

(JPY Billion)

Source: IPA 11



Thank You !
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