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I.   Introduction 

Despite the global economic downturn, the Philippine economy is on the rise. With US$83.8 billion in 

gross international reserves as of December 2012, and a series of credit rating upgrades expected to 

lead to achieving investment-grade status, the Philippines even recently pledged US$1 billion to the 

International Monetary Fund to help shore up the struggling economies of Europe. 

The country’s gross domestic product (GDP) is expected to grow by at least 6.5% in 2012, the second 

highest in Asia and next only to China. The services sector, which includes the information technology 

and business process management (IT-BPM) industry, contributes 54.8% of the country's total GDP. In 

2010, the service sector employed 52% of the total workforce. The IT-BPM industry is an important 

driver of growth directly and indirectly of services and is projected to continue driving employment and 

economic growth under the Philippine Development Plan 2011–2016.  

The Preliminary Study for the Corporate Services Segment (CSS) of the IT-BPM Industry was undertaken 

recognizing that the IT-BPM sector is composed of diverse segments that in themselves may require 

distinct growth strategies and differing levels of government support. The study is an initial attempt at 

this more nuanced and differentiated information and communications technology (ICT) strategy to 

sustainably increase the Philippines’ share of the non-voice segment of the global sourcing industry. This 

project specifically addresses the need of the CSS of the IT-BPM Industry to step up the value chain, 

given the twin threats from the growing number of countries pursuing the offshoring of IT-BPM and 

increasing protectionist pressure favoring nearshoring. 

In the context of a broader ICT strategy, this study is a crucial precursor for the development of a 

strategic plan to make the Philippines the primary destination for CSS and was produced to achieve the 

following objectives: 

 identify the key stakeholders in the CSS of the IT-BPM industry in the Philippines 

 identify the issues, challenges, and opportunities to develop and grow the CSS in the Philippine 

IT- BPM industry 

 identify strategic resources required to further the growth and to increase the Philippines’ share 

of the CSS in the global IT-BPM industry 

 develop a strategy framework that encompasses the above as well as formulates initial 

recommendations for all concerned stakeholders 

This study commenced with the conduct of a survey among CSS providers among IBPAP members, 

specifically to identify issues and challenges in the CSS. These concerns were later validated through a 

series of focus group discussions which were designed to probe deeper into the survey results. The 

culminating activity was a workshop, held among the target participants of the study, which gathered 

preliminary recommendations on programs and initiatives to address the issues. Finally, these collective 

views and outcomes are incorporated in this groundwork study.  
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II.   Global Trends in Outsourcing and Offshoring 

As a jump-off point for discussion, some of the global trends that are affecting (and will continue to 

affect) local outsourcing companies and global in-house centers (GICs) were presented: 

 Maturing offshoring solutions 
There is a growing and transforming global value chain that is increasing in complexity from 
commoditized support activities to core services to knowledge work. The parts of the services 
value chain that can be performed offshore has increased in value and complexity as we 
continue to see new types of services being handled remotely and across borders. 

 Clients are becoming more sophisticated, meticulous and demanding1 

Companies that outsource are becoming more discerning as demonstrated by the following 

recent trends: 

o Companies are slower in closing large value contracts resulting in the levelling off of the 

total value of large contracts. Total contract value of large contracts (i.e., annual 

contract value of US$5 million or more is down 13% in the 1st half of 2012. The 3Q 2012 

Global TPI Index is down 6% from 3Q 2011 and down 10% from 2Q 20122 

o Legal disputes are rising despite some locations (notably China and India) being 

nightmarish for litigation 

o Some work that used to be outsourced is coming back in-house 

o Fewer long-term deals are being closed. 

 The weakest growth in offshoring continues to be in Europe 

The prolonged recession in Europe will continue to dampen the demand from what was before 

a major source of market growth for outsourcing companies. IT outsourcing from Western 

Europe is expected to shrink by 2% and that experience is not atypical for many business 

process outsourcing (BPO) verticals.3 

 Broadening offshore delivery network and nearshoring 

The geography of offshore delivery has spread out to include an ever increasing number of 

countries, leading to intensified competition. In response to increasing competition in the global 

market place, countries have started to specialize in different parts of the service production 

ecosystem.  

The creation of narrow niches of expertise, in turn, has also given new momentum to near-

shoring. Despite the media attention to nearshoring, it is easy to miss the competitive 

                                                           
1
The Trouble with Outsourcing, Schumpeter, The Economist, July 30, 2011, 

http://www.economist.com/node/21524822?zid=292&ah=165a5788fdb0726c01b1374d8e1ea285 
2
Outsourcing Market Posts Second-Best Third Quarter On Record, Information Services Group, http://www.isg-one.com/web/media-center/press/121016-US.asp 

3Western European IT outsourcing to shrink by 2% – Gartner, Information Age, August 7, 2012.http://www.information-age.com/channels/it-services/perspectives-
and-trends/2115118/western-european-it-outsourcing-to-shrink-by-2-gartner.thtml 

http://www.economist.com/node/21524822?zid=292&ah=165a5788fdb0726c01b1374d8e1ea285
http://www.isg-one.com/web/media-center/press/121016-US.asp
http://www.information-age.com/channels/it-services/perspectives-and-trends/2115118/western-european-it-outsourcing-to-shrink-by-2-gartner.thtml
http://www.information-age.com/channels/it-services/perspectives-and-trends/2115118/western-european-it-outsourcing-to-shrink-by-2-gartner.thtml
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imperative because, if we take the individual country view, there are very few countries that can 

match the talent pool size in China, India, and the Philippines. To appreciate the intensity of 

competition in the new paradigm, the correct view is to look at nearshoring clusters. East 

European countries in close proximity and clustered between the Baltic Sea and the Black Sea 

(Estonia, Ukraine, Latvia, Lithuania, Belarus, Moldova, and Bulgaria) are attracting a lot of the 

high value IT work. These countries have a combined population of about 72.5 million—quite 

comparable to the 2012 estimated Philippine population of 97 million. While this geographical 

outsourcing market cluster still bears substantial operating cost disadvantages compared with 

the Philippines, its proximity to the host countries in Western Europe (allowing for better 

resource sharing) and the cultural affinity often more than makes up for operational 

diseconomies. When viewed through the lens of nearshore clusters, it is no surprise that the 

Philippines has mere 1% of the global IT market.  

   

 New methods of control, 
communication and guidance 
Companies seeking to grow their 
outsourced functions have started to 
realize that without organizing 
concerted networks that introduce 
new methods of control, 
communication, and management, 
problems with staff pipeline, 
outsourcing partnerships, and change 
management inevitably arise as early 
as the process transition.4 Local 
companies’ capability to collaborate 
well will be an important 
differentiator mirroring the increasing 
sophistication of host companies in 
managing their value chains. The 
challenge cannot be downplayed by 
thinking that Philippine firms will be 
naturally more collaborative given 
that Filipino culture is by nature much 
less individualistic and more 
relationship driven than the Western 
cultures. Collaboration skills 
encompass both know-how as well as 
behavior and attitudes requiring both 
training and experience. 

Editors Notes 

Is the Vertical BPO the Shape of Things to 
Come? 

In the post-2007 world of banking and finance, 
regulations governing data gathering and reporting 
standards have become increasingly complex. In 
the US, the Dodd-Frank Act revised a wide swathe 
of financial statutes and fundamentally altered the 
scope of data collection and the manner of 
reporting. 

To keep pace with the changes in regulations 
affecting different operating jurisdictions, global 
banks and financial institutions require the ability 
to produce reports according to the requirements 
of the different regulators. Unfortunately, many 
banks still have mainframe-based legacy systems. 
Significantly revised compliance regulations and 
reporting requirements have the potential to push 
these systems to the breaking point. 

In this evolving regulatory environment and 
unburdened by legacy systems, a BPO with deep 
domain knowledge and integrated industry-
specific tools and processes can extract the data 
and produce the required compliance reports 
requisite reports at a fraction of the cost and time.  

                                                           
4Outsourcing: The Rise of Fragmentation, Ernst & Young, 2008. http://www.cel-logistica.org/upload/2008%20E&Young%20European_outsourcing_survey_.pdf 

http://www.cel-logistica.org/upload/2008%20E&Young%20European_outsourcing_survey_.pdf
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Editors Notes 

The Importance of Business Domain Modeling 

一圖勝萬言 

One picture, the Chinese proverb goes, is worth ten thousand words. In no case is this more valid 
than in Business Domain Modeling. The use of the Universal Modeling Language allows every 
business activity and concept to be expressed in a reasonably language faire graphic form. 

Business Domain Modeling is a key functional competency associated with IT business analysts. 
The role of the business analyst is to capture business requirements for IT solutions in order that 
customer needs can be met, consistent with a firm’s objectives and strategy. The business analyst 
role requires marginal IT applications development expertise but demands excellent 
communications skills in soliciting and documenting the needs of the business users. It is 
acknowledged that many IT projects fail because of the failure of analysts to accurately translate 
business needs for the benefit of the IT programmers. 

For BPOs, the power of such a tool is immediately apparent. Interrelated processes can be 
expressed in more readily understood graphics to give a holistic view of the business. Employing 
domain modelling improves the BPO’s ability to document processes accurately and shorten 
process migration lead times. Landed processes that are related or similar can be more easily 
integrated or aligned. 

There exists a Business Analysis Body of Knowledge and there are at least two certifications 
associated with it: Certified Business Analysis Professional (CBAP) and the Certification of 
Competency in Business Analysis (CCBA). If the industry promotes these certifications to aspiring 
local business analysts, the benefits can be two-fold: 

 The ability of local BPO companies, particularly those in the CSS, for change management 
will improve considerably 

 More IT services work can be outsourced to the country 

 

Against this backdrop of global trends and developments, the workshop participants raised the following 

key points which will be revisited later. 
 

WORKSHOP DISCUSSIONS ON GLOBAL OUTSOURCING TRENDS 

 The labor force as consumers 

China is viewed as a formidable competitor in the outsourcing industry with an insurmountable 

advantage in being an oversize market for consumer products. Hence, offshoring serves a dual 

purpose by providing companies a foot in the door into the Chinese market. The same could be 

said of India’s domestic market. Could the Philippines capitalize on the back of its healthy 

consumer sector attract outsourcing contracts from global retail and consumer companies? 
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 Partnering with other outsourcing centers 

The growth of new centers for outsourcing could also be an opportunity for the Philippine 

companies to act as sub-contractors or partners to firms in these new hubs and vice versa. The 

Brazilian government, as a notable example, pushed its financial services companies to 

outsource technology infrastructure early on. As a result, more than 70% of a billion-dollar BPO 

industry is in IT services. There might be opportunities for the comparatively immature local IT 

services industry to partner with Brazilian firms, seeing that there would be very little 

competition between our two countries. Would there be similar opportunities with Russian and 

Eastern European firms as well?   

A real live example of an outsource partnership in document services between an Indian and a 

Philippine firm (with documents being shuttled back and forth between the two countries) was 

recounted by a participant.  

The sentiment expressed was that there is need of an overall strategy for such collaborative 

partnerships to flourish. 

 Moving up the value chain 

There should be an explicit strategy to move up the value chain. China and Russia both 

appeared to have a cultural bias toward high technology and research and development, quite 

apart from plain production and, as such, leapfrogged rapidly into the knowledge process 

outsourcing (KPO) space. India’s was a more deliberate climb up the value chain into KPO 

services and which at times appeared to be driven largely by competitive pressures.  

 Selling niche services 

Only China and India have the ability and labor pool to compete in nearly every area. These 

countries may not serve as useful benchmarks for the Philippines. 

The relative disadvantage of the Philippines in distance and time zone is substantially offset by 

the demographics of a steady supply of labor. Consulting firms such as Gartner do not fully 

appreciate this and this only demonstrates the country’s challenges in marketing and branding.  

If the Philippines will follow the lead of other countries in differentiating its services and in 

promoting carefully selected competitive niches, the question would be how to decide, as a 

country, which niches to promote? Would finance and accounting (F&A) services still be too 

broad an area to be a meaningful competitive niche? Finally, there was mention of travel 

services as a natural niche for the country. 
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Editors Notes 

Legacy Insurance and Other Potential Niches 

Some types of insurance have what are called long-tail liabilities because they remain liable for 
potential claims well into the future, sometimes even after the premium payment period. Insurance 
companies have to keep such policies, also called legacy insurance products, on their books and 
need to keep servicing them, usually at a loss. 

Traditionally, insurance companies solved this problem by selling their portfolio of legacy insurance 
products but, of late, market prices and regulatory changes have restricted or prohibited such sales. 
Outsourcing the servicing of legacy insurance policies to a low-cost service provider is the logical 
solution to this problem. 

Going forward, the high cost and shortage of onshore talent will motivate companies to 
disaggregate complex jobs with the end in view of outsourcing tasks with lower risk profiles and 
lower skills requirements to low-cost service providers, captive or otherwise. 
 
According to Patrick David, from the global BPO and call center company, Coracall, which has global 
operations across South Africa and the UK, “The [Philippine health-care outsourcing] industry has 
matured considerably from initially delivering medical transcription services to now offering various 
services, including clinical data management, disease management, revenue cycle management, 
pharmacy benefits management, electronic medical records, medical claims recovery, patient 
education, insurance processing, and quality assurance. The country’s health-care outsourcing 
sector is expected to generate US$433 million in revenue and employ 43,000 by the end of 2012.”5 
 

 

                                                           
5Healthcare Outsourcing Sees Sharp Growth in the Philippines, Free Press Release 
http://www.free-press-release.com/news-healthcare-outsourcing-sees-sharp-growth-in-the-philippines-1353067871.html 

http://www.free-press-release.com/news-healthcare-outsourcing-sees-sharp-growth-in-the-philippines-1353067871.html

