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V.   The CSS Project:  Survey and Focus Group Discussion Results 

A survey was conducted in September 2012 in order to obtain an understanding of the broad 

opportunities and threats facing the CSS. Subsequently, two focus group discussions were held in 

October 2012 to discuss the survey results, build a consensus on the nature and extent of the 

preponderant issues facing the CSS, and develop the preferred strategic approaches to addressing these. 

Although the small sample size does not guarantee a statistically accurate result, this may however still 

provide a good directional gauge of the industry trends and circumstances. 

Profile of survey participants 

The companies that participated in the survey have been operational in the Philippines for an 

average of 9 years and employ an average headcount of 2,200 staff. While the survey respondents 

appear to be slightly skewed toward the more established companies, what the respondents 

profile does underscore is that the IT-BPM industry in the country is at mid-maturity and should 

rightfully be formulating a more targeted strategy. 

 

Nevertheless for purposes of this survey, the majority of companies invited to participate were 

global in-house centers (GICs) because these companies tend to perform more corporate 

services. Consequently, the GIC respondents naturally tended to predominate (Figure 8). 

 

The survey shows that the single most important market for the Philippines is the United States 

(US) with 70% of survey respondents providing services, although this percentage is ostensibly less 

pronounced compared with the past. The Philippines (54%), UK (46%), Asia (46%), represent 

equally significant markets after the US. Business with the rest of Europe lags behind, reflecting 

among other things how the local fluency with the English language (and the lack of fluency in 

European languages) affects our geographical market share. 

 
Figure 8   Profile of survey participants by business model 

 

To better disaggregate the business of companies in the CSS, we adopted 

a similar services categorization, shown in Figure 9, as that employed by 

Gary Gereffi and Karina Fernandez-Stark both from the Center on 

Globalization, Governance, and Competitiveness of Duke University for 

their 2010 Policy Research Working Paper for the World Bank entitled 

“The Offshore Services Value Chain: Developing Countries and the Crisis.” 
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Figure 9:   Offshore Services Value Chain 

 

Most of the survey participants do not offer horizontal or vertical services exclusively. It is notable that 

in a survey population that is predominantly composed of GICs, horizontal services would still constitute 

the greater bulk of service offerings (Figure 10). F&A is the most significant horizontal service, offered by 

62% of the survey respondents.  

Except perhaps for financial services (38%) and to some extent, health and pharmaceutical services 

(15%), the potential of GICs in the Philippines to offer higher-value vertical work remains to be a work in 

progress. Another observation that can be made is that because of the relative scale of the local IT-BPM 

companies, these tend to have some degree of in-house IT support. That foot in the IT services door, 

however, does not appear to have translated to full-fledged, autonomous business units. 
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Figure 10:   Profile of Survey Participants by Services Offered 

Survey participants were asked to rate the twelve factors that influenced their company’s decision to 

locate or expand in the country from a scale of 1 to 5, 1 being the lowest (no impact) and 5 the highest 

(major impact). Fifty four per cent (54%) of the respondents indicated that the availability of English-

proficient and skilled labor had a major impact on their decision while 38% said that it had a significant 

impact, for a rating average of 4.31. The second-most important factor was the legal and regulatory 

framework and policies (excluding taxation and customs) with a rating average of 4.15. The summary of 

location decision factors is shown in Figure 11 below. 

While cost arbitrage opportunities are important, this factor does not drive the location decision. 

Cultural adaptation ranks almost equally with cost considerations. This indicates that the range of 

strategic options available to attracting more locators into the country is not limited to ones that are 

driven by cost. 
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Figure 11:   The significance of location decision factors 

 
 

The survey also sought to explore the so-called hygiene or maintenance factors by asking the 

respondents to rate the issues and challenges that could trigger a decision to discontinue or downsize its 

operations in the Philippines (Figure 12).9 

As expected, legal and contractual enforcement as well as data privacy figure very highly as critical 

hygiene factors. Despite the recent appreciation of the Philippine peso (against the backdrop of the 

depreciation of the Indian rupee), only 25% of the respondents have signified that escalating costs have 

a major impact while another 33% have indicated that the peso appreciation has significant impact. 

While the rating average of 3.67 indicates serious concern, this is still surprisingly muted despite the 

11.4% appreciation of the Philippine peso versus the US dollar from year-end 2009 and the 6.4% 

appreciation from year-end 2011 to year-end 2012. 

It is almost paradoxical that the single biggest attraction to locating in the country is also the most major 

hygiene factor. There are several possible explanations, all of which eventually translate into higher 

labor cost: 

 Growth in the talent pipeline is not keeping pace with demand growth (demand vs. supply 

changes) 

 Changes in the talent needs particularly as firms mature and the talent needs become multi-

layered (demand changes) 

                                                           
9Freely adapting Frederick Herzberg’s Two-Factor Theory to organizational motivations for outsourcing and offshoring . 
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 Market inefficiencies impeding timely access to the right talent in a fragmented pool is 

manifesting in, among other things, the longer than five weeks that it takes to fill up a 

professional vacancy (talent market maturity).10 

Figure 12:   Issues that can lead to business discontinuance or downsizing 

 
 

Majority of the local service companies remain optimistic about favorable conditions in 2012 continuing 
on in 2013. Beyond a one-year horizon, however, there are a number of issues that can reverse this 
outlook (Figure 13). Note the markedly higher average rating for a number of factors foremost of which 
is the continued availability of technical staff (with an average rating of 4).  

The negative impact of a continued appreciation of the Philippine peso against the US dollar is a major 

concern indicated by the average rating of 3.92. The depreciation of the Indian rupee has also 

contributed to the widening cost difference between Indian and Philippine IT-BPM offerings in favor of 

Indian suppliers. Where cost is a significant consideration in locating services, Philippines suppliers have 

seen work being moved to India that would otherwise have been done in the Philippines. GICs were less 

affected since availability of skills is of primary concern over cost. In any case, a strong peso should be an 

underlying premise of any strategic growth plan for the CSS.  

 

 

                                                           
10 Skilled Labour Shortfalls in Indonesia, the Philippines, Thailand, and Vietnam, Economist Intelligence Unit, July 2012, 

http://www.britishcouncil.org/labour_market_shortfalls_in_sea_eiu_final_18_july.pdf. 

 

http://www.britishcouncil.org/labour_market_shortfalls_in_sea_eiu_final_18_july.pdf
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Figure 13:   Factors that impact the outlook of operations 

 

 

 

 

 

 

 

 

 

 

 

 


