
Modern Day Sweatshops in 
the Service Sector:

Business Process Outsourcing 
(BPO) in the Philippines

Ecumenical Institute for Labor Education and Research, Inc. 
(EILER)



92

We, in the Zone (2) 

Ec
um

en
ic

al
 in

st
it

ut
e 

fo
r L

ab
or

 E
du

ca
ti

on
 a

nd
 re

se
ar

ch
, I

nc

Introduction

Export processing zones (EPZs) have been in the Philippines since the early 
70’s. They were supported by the government since they were believed to 
attract foreign investment, increase foreign exchange earnings and provide 

employment opportunities. They were also seen as a means of transferring 
technology between nations and a way of enhancing the skills of local workers. On 
the other hand, multinational businesses found in EPZs a chance to relocate jobs 
and production to a foreign country, which allowed them to save on operational 
expenses. In the Philippines, industries as diverse  as garments, electronics, 
footwear, sporting goods, and car engines were located in the EPZs. 

Recently, however, the country has witnessed the rise of another industry 
within the EPZs known as Business Process Outsourcing or BPO. Under the BPO 
system, corporations farm out routine or non-core office functions to developing 
countries.1 BPO companies or call centers offer round the clock services that 
include the handling of complaints and inquiries of customers abroad, providing 
them with technical support via the internet, and rendering medical and legal 
transcription services.  

The Philippine government had expressed a bid to become the “call center 
capital of the world” and finally attained it. A recent report from IBM Global 
Location Trends released in October 2010 stated that the Philippines had become 
the global leader for business support functions.2 This was reinforced by ensuring a 
steady supply of highly trainable workers and offering various business incentives 
and exemptions to foreign investors. The strategy seems to have worked. In 2006, 
there were already 300,000 Filipinos employed by about 60 foreign companies all 
over the country3. By 2009, the number of employees in the industry had doubled 
to 600,0004. 

While the economic aspects of BPOs in the Philippines have been thoroughly 
studied, the same cannot be said of its social and cultural implications. Yet with 
the industry’s rapid growth, it has become imperative to examine its impact on 
the community. It is precisely this gap that this study will try to fill. This study 
was conducted as part of the “We in the Zone 2” of the Asia Monitor Resource 
Centre (AMRC). It aims to understand the role of the state through the policies of 
the Philippine government that pertains to the BPO industry as well as those that 
relate to free trade agreements or FTAs. 
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For EILER, this is the second study conducted on  BPO: The first research was 
released in 2008 and focused on analyzing the potential of organizing workers 
in the industry. Thus, this study serves both as an update of that first report and 
provides a deeper understanding of the industry under the context of BPOs inside 
the zones.  The research was performed with secondary data gathered from existing 
literature on BPOs and SEZs from international organizations and government 
documents. Secondary research was combined with primary data gathering with 
focus group discussions, survey and interviews conducted in the three main BPO 
hubs located in Quezon City, Cebu City, and Davao City. Key informants included 
BPO workers, residents of communities affected and representatives from existing 
BPO employers’ associations in Davao City. The geographical distribution of the 
primary data collection aimed to show the disparities and similarities of the 
working conditions of workers in BPO in various cities. 

Economic Zones and BPOs

a) Growth of Export Processing Zones

The shift from import substitution to export-oriented industrialization, 
starting in the late 1960s under the framework of neoliberal globalization, spurred 
the rise and growth of export processing zones (EPZs)5 over the past five decades. 
This transition was particularly promoted by the World Bank (WB) supposedly for 
economic growth, first in ASEAN countries, then later in developing countries in 
other parts of the globe. 

Under the framework, foreign manufacturing firms were allowed to produce 
in enclaves for set aside for processing export goods only, and received a number 
of fiscal and financial incentives. This was based on the World Bank’s assumption 
that EPZs were instruments for modernizing the host economy through additional 
investment/capital formation, technology transfer and employment generation.6 
This assumption, however, has been put in question by the experience of many 
poor host countries with EPZs, including the Philippines.

EPZs have grown tremendously in number and diversity through the decades. 
In 1975, there were only two dozen countries with 79 EPZs employing less than a 
million people. By 2006, there were already 130 countries with 3,500 EPZs with an 
employment figure of around 66 million. 
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Table 1 - Development of export processing zones worldwide 
(Estimates)

Years 1975 1986 1997 2002 2006
Numbers of countries with EPZs 25 47 93 116 130
Number of EPZ or similar types of zones 79 176 845 3000 3500

Employment (millions) n.a. n.a. 22.5 43 66

- of which China n.a. n.a. 18 30 40

- of which countries with figures available 0.8 1.9 4.5 13 26

Source: ILO database on export-processing zones, April 2007

In terms of geographic spread, EPZs were primarily concentrated in two 
continents by 1997: 1) Latin America and the Caribbean with 48 percent of 
worldwide EPZs; and 2) Asia with 42 percent. In 2006, China alone was home to 60 
percent of the 66-million global workforce employed in EPZs. 

The growth of EPZs in many countries over the years has been accompanied 
by a diversification and an increase in the terms or nomenclature describing these 
zones. Among the most popular are free trade zone, export processing free zone, 
industrial free zone, special economic zone (China) and maquiladora (Mexico).7 

The International Labor Organization (ILO) has also noted that “zones have evolved 
from initial assembly and simple processing activities to include high-tech and 
science zones, finance zones, logistics centres and even tourist resorts.”8

The growth of EPZs has been significantly influenced by trade agreements. 
Under these agreements, foreign trade and investment flows are liberalized, which 
in turn tend to increase foreign direct investment (FDI) flows to EPZs due to the 
various incentives and perks offered in these zones. A case in point is the impact 
of the North American Free Trade Agreement (NAFTA) on the growth of Mexican 
maquiladoras, which has been reviewed in detail in an OECD working paper.9

b) Evolution of EPZs: From manufacturing to service sector activities

Notably, the types of activities in EPZs have also evolved. Traditional 
manufacturing activities, such as the production of textiles and clothing, is still 
common, but many new zones specialize in particular goods sectors, such as 
electronics and chemicals or in services sectors such as IT and financial services. 
Specifically, services in EPZs have gained importance over the years, although its 
monumental rise was particularly noted at the turn of the 21st century. 
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From a broader perspective, the rise of services in EPZs was part of the global 
surge in service FDIs when the liberalization of FDI policies gained momentum 
during the 1990s. In particular, this boom of the services sector was signaled by 
the implementation of WTO’s General Agreement on Trade in Services (GATS) in 
January 1995 as a result of the Uruguay round negotiations. According to GATS 
Watch, the aim of the trade agreement is “to gradually remove all barriers to trade 
in services.”10 The agreement covers services as diverse as banking, education, 
health care, rubbish collection, tourism and transport. Like other WTO trade 
agreements, GATS operates on the Most Favored Nation principle.

Predictably, such a trade agreement exerted an added push for the greater 
liberalization of trade and investment in services. Based on a report by the United 
Nations Conference on Trade and Development (UNCTAD), the world’s inward 
stock of services FDI quadrupled between 1990 and 2002, from an estimated $950 
billion to more than $4 trillion.11 Of the 116 countries with EPZs covered by the 
ILO’s database, more than 90 countries promote a wide range of service activities. 
A regional breakdown of services shows that most EPZs with service industries are 
located in developing countries.12

Table 2 - Regional distribution of EPZs targeting services (2004)

UNCTAD cited three main reasons for the general shift to services in the 
sectoral component of global FDI flows13:

1. Services are the largest productive sector in most economies, and their 
competitive (that is, efficient) production is critical to the welfare of a society 
as a whole. 

2. Many services are crucial inputs into products that compete in domestic and 
international markets.
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3. Advances in information and communication technologies (ICTs) facilitate 
trade in services as they make it unnecessary for providers and users to be 
close to one another.

The types of services located in EPZs have expanded rapidly, from commercial 
services and simple data entry to call centres, medical diagnoses, architectural 
services, as well as business, engineering and financial services. In the case of 
Kenya, EPZs target export-oriented service ventures such as back-office operations, 
software development and other IT services, printing services, and audio-visual 
services, among others. EPZs in India, meanwhile, have attracted at least 55 
different types of service activities.14 The increasing importance of services in EPZs 
underscores the increasing presence of the business process outsourcing (BPO) 
industry in many countries, including the Philippines.

The use of ICT allows knowledge to be codified, standardized and digitized, 
which in turn allows the production of more services to be split up, or “fragmented”, 
into smaller components that can be located elsewhere to take advantage of cost, 
quality of service, and economies of scale or other factors. This fragmentation 
has exceeded that in manufacturing. Aside from making services transportable, 
new technologies also often simplify the tasks involved and so allow them to be 
relocated more easily.15

As intense global competition pushes manufacturing processes to seek 
cheaper production hubs for parts and components, service activities are 
similarly being fragmented and farmed out in search of the most cost-effective 
supply network within the organization or to a third party, within the country or 
offshore. As companies search for ways to reduce costs, the use of outsourcing 
and offshoring via ICTs grows tremendously. On the other side, the importance of 
EPZs in developing countries is maximized as magnets for foreign investment and 
hosts to the booming offshore outsourced business processes. 

c) Global BPO market and trends 

UNCTAD defines business process outsourcing as the transfer to third parties 
of the performance of service-based functions once carried out within a company, 
or more generally, within an organization. BPO can occur onshore within national 
borders or offshore in remote foreign countries. This study focuses solely on  the 
offshore outsourcing.
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Table 3 – Offshoring and outsourcing

  Source: UNCTAD, 2004

Global research firm Gartner, however, defines BPO more particularly as the 
“delegation of one or more IT-intensive business processes to an external provider 
that, in turn, owns, administrates and manages the selected process(es) based 
on defined and measurable performance metrics.” It should be noted that under 
this definition, BPO activities refer to such processes which are carried out with 
information and communication technologies. 

While definitions of BPO vary, there is clearly a global consensus on its 
increasing relevance to large transnational corporations (TNCs) and recently to 
small- and medium-scale enterprises (SMEs) in both developed and developing 
countries that seek to obtain quality services, flexibly and at low cost. To 
demonstrate this drive, one consultancy study concluded that the maximum 
number of jobs potentially subject to offshoring from the United States was in the 
magnitude of 11 percent of jobs in all occupations, or 14 million jobs.16 

Gartner said in its 2008-2009 industry report that the BPO market was the 
fastest-growing IT services segment and forecast it would grow by 10 percent in 
2008. The five-year compound annual growth rate (CAGR) was expected to be 
9 percent from 2008 through 2012. In the same report, it said the worldwide 
BPO market was expected to grow from $171 billion in 2008 to $239 billion by 
2012. In 2008, NASSCOM reported a growth rate of 12 percent for the global BPO 
market. According to UNCTAD,17 BPO has become increasingly important due to 
two technical advances:

1. The availability of low-cost (high-speed) data networks, primarily the Internet; 

2. The widespread digitization of texts, images, sounds and videos.  (Digitized 
files are easy to send at very low cost virtually anywhere in the world)
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The availability of technical advances has increased the number of corporate 
services outsourcable offshore.18 Initially, BPO activities included customer 
interaction centers (call centers) and data entry and conversion services, including 
medical transcriptions. By 2011, BPO was being increasingly used for a dizzying 
array of sophisticated services, such as financial analysis and audiovisual and 
cultural services. 

Box 1 - List of typical BPO services

Source: UNCTAD E-commerce and Development Report 2003

The expansion of international outsourcing has contributed to the emergence 
of a new breed of TNCs that supplies services to other companies, rather like 
contract manufacturers have done in manufacturing.19 Some have become global 
players by setting up foreign affiliates around the world, hence becoming key 
targets for investment promotion agencies seeking to attract FDI into export-
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oriented services. In the call centre industry, the largest contract service providers 
include Convergys, ICT Group, Sitel and Sykes – all from the United States.20 

Table 4 – Top 10 Outsourcing firms in the World in 2010

RANK COMPANY (LEADERCompanyS) HeadquartersCountries

1 Accenture New York, USA

2 Infosys Technologies Bengaluru, India

3 Sodexo Issy-les-Moulineaux, France

4 Wipro Technologies Bangalore, India

5 IBM  IBMNew York, USA

6 ISS (Integrated Service Solutions) Copenhagen, Denmark

7 Tata Consultancy Services Mumbai, India

8 ARAMARK Philadelphia, USA

9 CSC Virginia, USA

10 Convergys Ohio, USA

Source: The Global Outsourcing 100, International Association of Outstanding Professionals (IAOP)21

Based on the annual “Global Outsourcing 100” report by the International 
Association of Outstanding Professionals (IAOP), New York-based Accenture 
leads all other global outsourcing companies, followed by India-based Infosys 
Technologies. Accenture also tops the list of BPO companies in terms of number 
of employees, having a total workforce of 200,000 employees in more than 120 
countries. Four other US-based companies made it to IAOP’s top 10.In terms of 
host countries providing BPO services, India remains the largest offshoring hub. 
In 2004, its outsourcing industry had revenues to the tune of US$ 3.6 billion, 
mushrooming in and around key cities such as Bangalore, Mumbai and New Delhi. 
In this sector alone, 245,000 people are employed, six times more than five years 
ago. 

In 2004, five countries – Canada, China, India, Ireland and the Philippines – 
accounted for as much as 95 per cent of the total market for business process 
outsourcing. By 2008, their combined share had shrunk to 80 per cent as new 



We, in the Zone (2)

M
od

er
n 

D
ay

 S
w

at
sh

op
s 

in
 th

e 
Se

rv
ic

e 
Se

ct
or

101

attractive locations emerged, according to the 2008 UN Information Economy 
Report. These new locations included Malaysia, Singapore, the Czech Republic, 
Hungary, Poland, Romania, Brazil and Argentina.22 

Figure 1 – Share of market for business process outsourcing, 2004-
2008 (percent)23

According to a World Bank paper titled “The Global Opportunity in IT-based 
Services,” primary considerations for companies making offshoring decisions 
include labour cost, infrastructure costs and facilities costs. Based on the relative 
percentage of each cost element, labour cost is the most important consideration, 
accounting for almost half of the weighted cost elements in both an IT services 
firm and IT-enabled services (ITES) firm. 
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Table 5 - Relative Percentage of Components in Total Cost of 
Offshoring

With labour cost the heaviest weight in the cost equation and the biggest 
determinant of cost competitiveness among host countries, outsourcing 
companies have primarily sought countries where wages are cheaper in order to 
maximize profits. On the other hand, workers’ wages have been pulled down or 
frozen by host governments so as to attract BPO investors. As pointed out by Levy 
(2005)24, the long-term impact of outsourcing “is likely to be more noticeable on 
wages than on employment levels, as declining barriers to distance inexorably 
lead to the emergence of global labour markets in particular skills.” He added that 
the implication is that “offshoring can enable firms to transport specific tasks to 
remote locations without sacrificing company-wide productivity.” Predictably, this 
scheme has yielded higher profit margins for companies.
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Table 6 – Locations for BPO services: Strengths and weaknesses25

Table 6 shows how buyers of BPO services are weighing prospective service 
providers based on the area of specialization, cost advantages and availability of 
skills. As previously pointed out, outsourcing services to developing countries 
where skilled and cheap labor is abundant has turned into a race among TNCs 
for better profit maximization. On the other side, host countries have been bent 
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on attracting BPO investors by flaunting cheap wages and available IT skills of the 
domestic workforce as well offering incentives and tax breaks. 

Meanwhile, the results of the 2009 A.T. Global Services Location Index 
show how countries have been rated based on three major cost elements: 
1) compensation costs (labour costs); 2) infrastructure costs; and 3) tax and 
regulatory costs. (See Figure 2  below.) The higher the score for each element, the 
more attractive the location.. As shown below, Vietnam recorded the cheapest 
compensation costs among the top outsourcing destinations, followed by Ghana, 
India and Senegal.

Figure 2 – Financial attractiveness scores26 

Source: 2009 A.T. Global Services Location Index

Despite its steady growth and continued diversification, the BPO industry has 
not been spared the effects of the global economic downturn which started in 
2008. Gartner observed that in 2008, the number of reported outsourcing “mega 
deals” increased to 12 from 10 the previous year, but the direction has been 
towards more deals with a smaller total contract value (TVC), the barometer of 
the outsourcing market. The TVC of all reported mega deals for 2007 and 2008 
were $12 billion and $17 billion respectively, significantly lower than the average 
annual TVC of $28 billion from 2000 to 2006.27
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In September 2009, Gartner issued a dim forecast for the global BPO industry, 
estimating that one-fourth of the top BPO providers would cease to exist in 2012 as 
a result of acquisitions or outright bankruptcy. It noted that the financial services 
sector accounted for about one-third of the total BPO market globally, and that 
“providers with significant amounts of BPO revenue from the banking sector were 
the first exposed to the credit crunch and ensuing financial meltdown.”28

In the face of the global economic crunch, a number of BPO firms implemented 
layoffs or stricter evaluation and hiring processes. Infosys BPO, a unit of India’s no. 
2 software services firm Infosys Technologies which employed 114,822 employees 
as of June 2010, had said that 29“the bottom 10 percent of performers will get 
weeded out” in its performance appraisal program. It also announced that it would 
recruit fewer people in 2009.30 In the Philippines, outsourcing firm Accenture laid 
off 500 employees, approximately three percent of its total workforce.31

A striking development in the industry is that some outsourcing jobs have 
become as cheap to fill in the US as in India as revealed by the head of Genpact, 
the largest BPO company in the US. As Genpact chief executive Pramod Bhasin 
said: “We need to be very aware [of what’s available] as people [in the US] are 
open to working at home and working at lower salaries than they were used to...
we can hire some seasoned executives with experience in the US for less money.”32 
He said he expected his company to treble its workforce in the US in the following 
two years.

It can be inferred that the strategy is designed primarily to exploit the situation 
wherein millions of unemployed Americans would be willing to work for less than 
what they were previously earning, rather than as part of protectionism for the 
US economy. Thus, the recent trend still falls within the drive to search for cheap 
labour.Levy (2005) correctly pointed out that from a global justice perspective 
“it is hard to justify massive international income differentials for comparable 
work.”33 He also noted that while the recent BPO wave has generated rapid 
income growth at least for some sectors of the population in target countries, the 
diffusion of benefits is limited. A good example is Bangalore which is considered a 
booming BPO hub, yet much of the population suffers from low wages or under-
employment, high prices and limited governmental services. 
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Creation of export processing zones in the Philippines: A 
government policy

The Philippine government as early as the 1970s created export processing 
zones (EPZs) or concentrated areas for industrial or agri-industrial enterprises 
dealing with electronics, garments and auto parts. This was mainly in line with 
the World Bank’s dictate to shift from import substitution to export-oriented 
industrialization during the same period.

In 1969, the government through Republic Act 5490 (RA 5490) created the 
Bataan Export Processing Zone (BEPZ) in Central Luzon, the first export processing 
zone in the country. Three years later in 1972, former president Ferdinand Marcos 
signed Presidential Decree No. 66 (PD 66) which gave rise to the Export Processing 
Zone Authority (EPZA), the agency assigned to operate and manage all export 
zones. Marcos’ PD 66 required total production of firms to be geared entirely for 
exports, although, in certain instances and subject to the approval of EPZA, firms 
were allowed to sell 30 percent of their production on the domestic market.34 
Under the decree, foreign companies were also entitled to tax exemptions, 
including exemption from tax on imported raw materials, tax on exports and 
tax charged by provinces and municipalities. It also allowed companies based in 
export zones to pay workers below the minimum wage.

During the same decade, the government also created EPZs in Baguio 
(Northern Luzon), Mactan (Visayas) and in Cavite (Southern Luzon). The creation 
of EPZs in the Philippines paved the way for the systematized integration of the 
country in the global network of subcontracting of transnational corporations. As a 
result, the nature of the country’s export trade shifted from traditional agricultural 
and mineral exports to non-traditional semi-processed exports. 

Aside from the attractive incentives in EPZs, investors were also accorded the 
option of easy employment of foreign nationals, permanent residency status for 
some of the corporations’ members, and smooth processing of equipment brought 
from foreign soil. These generous offers tilted the balance towards vast expansion, 
so much so that the government had to attune its own long-established policies 
towards addressing matters pertaining specifically to export processing zones. 
From 1969 to 1994, a total of 16 public and private economic zones covering 
3,183 hectares were registered under the EPZA. All these economic zones were 
located in the major island group of Luzon, with the exception of Leyte Industrial 
Development Estate and Mactan Ecozone II  located in Visayas. 
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In 1995, former president Fidel Ramos signed Republic Act 7916 (RA 7916) or 
the Special Economic Zone Act, which replaced EPZA with the Philippine Economic 
Zone Authority (PEZA). RA 7916 shifted the focus away from government EPZs 
with traditional activities such as manufacturing towards private industrial zones 
catering to all types of industries, notably including services industries. These new 
economic zones, which were called special economic zones (SEZs), also allowed 
greater private sector participation in zone development and management 
through the provision of incentives for private zone developers and operators.35

PEZA Incentives

Enumerated below are the fiscal and non-fiscal incentives which PEZA offered 
to export and free trade enterprises in these zones:35

1. Corporate income tax exemption for four years to a maximum of eight years;
2. Exemption from duties and taxes on imported capital equipment, spare parts, 

materials and supplies;  
3. After the lapse of income tax holiday, exemption from national and local taxes, 

in lieu thereof, special five percent tax rate on gross income; 
4. Tax credit equivalent to 25 percent of duties for import substitution of raw 

materials used in producing non-traditional exports;
5. Exemption from wharfage dues, export tax, impost or fee;
6. Additional deduction for training expenses 
7. Tax credit on domestic capital equipment, equivalent to 100 percent of taxes 

and duties; 
8. Tax and duty free importation of breeding stocks and genetic materials; 
9. Tax credit on domestic breeding stock and genetic materials, equivalent to 100 

percent of taxes and duties) 
10. Additional deduction for labour expenses; 
11. Unrestricted use of consigned equipment; 
12.   Employment of foreign nationals; 
13. Permanent residence status for foreign investors and immediate members of 

the family; and  
14. Simplified import-export procedures.

PEZA also encouraged the private sector to “develop, maintain and operate 
economic zones at no cost to PEZA or the government.”36 A case in point was the 
joint venture between Ayala Land, Inc. and the big Japanese firms Mitsubishi 
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Corp and Kawasaki Steel Corp to establish the Laguna Technopark, a 387-hectare 
industrial park that eventually attracted around 100 manufacturing firms, mostly 
from Japan.. The PEZA looked at economic zones as locations with highly developed 
or which had the potential to be developed into agri-industrial, industrial, tourist, 
recreational, commercial, banking, investment and financial centers. Within this 
rubric, any particular zone was to contain any or all of the following: industrial 
estates (IEs), export processing zones (EPZ), free trade zones and tourist / 
recreational centres. 

However, with the advent of the computer age and the rapid advancements 
in the sphere of communication and technology, a new enterprise made its way to 
the economic zones, what we now refer to as Information Technology or IT. As of 
July 2010, there were 229 economic zones in the country. Of this total, 142 were 
IT parks and IT centres, more than twice as many as the number of manufacturing 
economic zones (65). Of the remainder, nine were tourism economic zones, seven 
agro-industrial economic zones and two tourism economic zones.37

 

Figure 3 – Economic Zones in the Philippines

Source: PEZA presentation at the House of Representatives, September 2010

IT parks and centres

IT covers activities such as software development and application, including 
programming and adaptation of system software for business, media, e-commerce, 
education, entertainment, etc.; IT-enabled services (ITES) encompasses call 
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centers, data encoding, transcribing and processing, directories, etc.; content 
development for multi-media or internet purposes; knowledge-based and 
computer-enabled support services, including engineering and architectural 
design services, consultancies, etc.; IT research and development; and business 
process outsourcing using e-commerce.38 

In December of 2000, PEZA passed the guidelines for the registration of IT 
enterprises and the establishment and operation of IT parks or buildings. This was 
an express recognition of IT as one of the industries fully favoured and prioritized 
by the government. The PEZA  then included in its duties the overseeing of IT 
Parks or ready-to-occupy locations for IT enterprises catering especially to foreign 
investors.

IT Parks  are areas which have been developed into a complex capable of 
providing infrastructure and other support facilities required by IT enterprises, 
as well as amenities required by professionals and workers involved in IT 
enterprises, or easy access to such amenities. The minimum requirements for the 
registration of IT Parks in the Philippines, besides the prescribed land area, include 
having a high-speed fibre-optic telecommunications backbone and high-speed 
international gateway facility or wide-area network (WAN); or any high-speed 
data telecommunication system that may become available in the future; a clean, 
uninterruptible power supply; and computer security and building monitoring and 
maintenance systems (e.g. computer firewalls, encryption technology, fluctuation 
controls, etc).39

Among the most recognizable of these IT Parks are the E-Square IT Park and 
the UP Science and Technology Park, both located in the National Capital Region, 
and spanning 24.37 hectares and 38.06 hectares, respectively; Asia Town IT Park 
in Cebu City in the Visayas which covers 23.7 hectares; Pueblo de Oro IT Park in 
Cagayan de Oro in Mindanao with 10.26 hectares, and SM City in Pampanga in 
Northern Luzon, spread across 31.61 hectares. 

While IT parks in the country are generally developed and are currently 
operated by private companies, there are also some IT parks which have been built 
and supervised by local government units such as the Tarlac Provincial IT Park II in 
Barangay Tibag in Tarlac City, which is under the Provincial Government of Tarlac in 
northern Luzon; the Camarines Sur IT Park in Cadlan, Pili in Camarines Sur, which 
is run by the Provincial Government of Camarines Sur in southern Luzon; and the 
Leyte Information Communication Tech. Park in Barangay Pawing, Palo in Leyte, 
which is controlled by the Provincial Government of Leyte in eastern Visayas.
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BPO in the Philippines 

BPO operations, which encompass call or contact centers doing back-office 
functions for international firms especially those based in the United States, 
may be generally classified into voice and non-voice. Voice services cover most 
call center operations, which involve either calling the customer located abroad 
(outbound accounts) or receiving calls from the client (inbound accounts). These 
are activities that tend to focus on direct customer care. Non-voice services, on the 
other hand, range from medical and legal transcription, finance and accounting 
matters such as treasury, risk, and tax management, human resources issues such 
as payroll, recruiting, and staffing, and high-end processes like animation, business 
and financial research, and further data analyses.40 

A more refined classification of BPO sub-sectors is provided by the 
Department of Trade and Industry (see Box 2). Of all the sub-sectors, the biggest 
is the contact center sub-sector, also known as call centers, worth US$5 billion in 
revenues in 2009.41 The Philippine BPO industry has posted strong, steady growth. 
In the national income accounts, the real gross value-added (GVA) for business 
services, which includes the BPO industry, grew by an annual average rate of 24.5 
percent, from P17.0 billion in 2004 to P30.3 billion in 2008.  Meanwhile, the share 
of business services to GDP increased from 1.5 percent in 2004 to 2.1 percent 
in 2008 (Figure 2). In terms of revenues, the BPO sector generated $6.1 billion 
in 2008, a 42.7 percent surge from the $350 million in revenues it generated in 
2001. Due to its contribution to the economy, the Arroyo government called it a 
“sunshine industry.”

Box 2 – Types of BPO Services

Source: Department of Trade and Industry (DTI), 2006
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Figure 4 – Gross Value Added of Business Services 

(In PhP millions and as percent to GDP)

In 2009, the government boasted that  the BPO sector had grown 19 percent  
amid the global economic crisis, generating $7.23 billion in total revenues. The 
call center sub-sector contributed a large share to this growth, generating 69 
percent ($5 billion) of the total. Meanwhile, back-office and knowledge process 
outsourcing (KPO) activities posted revenues worth $1.12 billion, or a 16 percent 
share of the total.42

Figure 5 – Breakdown of revenuese of BPO subsectors, 2009 (%)
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Based on A.T. Kearney’s 2009 report, the Philippines was the second largest 
outsourcing destination in the globe, second only to India, with a 15 percent share 
of the global offshore BPO market.43 It added that this ranking was also reflected 
in its 7th position in the Global Services Location Index (GSLI), a scale of financial 
attractiveness, people and skills availability and favourable business environment 
(see Figure 6). Another survey by sourcing advisory firm Trestle Group Consulting, 
gave the country a much higher share of 21 percent.44 Based on government 
projections, the country would continue to corner 15 percent of the global BPO 
market in 2010, or roughly $12 billion in revenues.45 

 According to local think tank Ibon Foundation, the country exports 86 
percent of its BPO services to the US market while 7.1 percent goes to Europe. 
The remaining portion goes to Japan (3.2 percent), Australia-New Zealand (1.3 
percent) and other Asian countries (2.4 percent).

Figure 6 –A.T. Kearney Global Services Location Index, 2009

No Country
Financial 
attractiveness

People skills and 
availability

Business 
environment

1 India 3.13 2.48 1.3

2 China 2.59 2.33 1.37

3 Malaysia 2.76 1.24 1.97

4 Thailand 3.05 1.3 1.41

5 Indonesia 3.23 1.47 0.99

6 Egypt 3.07 1.2 1.37

7 Philippines 3.19 1.17 1.24

8 Chile 2.41 1.2 1.89

9 Jordan 2.99 0.91 1.59

10 Vietnam 3.21 1.02 1.24

Based on the GSLI, the Philippines bested India and China in terms of 
financial attractiveness, ranking second to Vietnam. Included in this measure of 
cost competitiveness are labour costs, infrastructure costs and taxes. According to 
studies, the country has one of the lowest compensation costs in the world, but 
not necessarily in Asia. In terms of office rent  and broadband cost, the country 
ranks among countries with the lowest rates.46 For instance, office space in the 
country is much cheaper compared to that in India and China based on the most 
recent available rates (2007). 
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Another factor contributing to the Philippines’ attractiveness as an offshoring 
location is the availability of highly skilled labour. According to an ILO study, the 
country offers a large labor pool of college graduates with a very good command 
of English. It added that surveyed call centers stated that the Filipino accent is 
neutral as compared to the Indian workforce, which possesses a stronger accent. 
According to the midyear report of Jones Lang La Salle Leechiu, a real estate, 
money management and services firm, there were 340 BPO sites in the country, 
with Metro Manila having the lion’s share of 267 sites or 79 percent. As of 2008, 
approximately 1,145,248 square meters of space, or 44 percent of the total prime, 
grade A office supply in Metro Manila was occupied by BPOs.47

Ibon Foundation, however, noted that call center firms were shifting their 
operations from Metro Manila to other regions in search of a cheaper pool of 
English-proficient workers. This trend was slowly becoming evident with the 
setting up of call centers in Baguio, Cebu, and Davao City.48 In a report titled “Next 
Wave Cities 2009,” the Business Process Outsourcing Association of the Philippines 
(BPAP) enumerated a number of emerging host cities for BPO services based on 
different criteria. For instance, Iloilo City in Visayas was dubbed as the “most cost-
efficient city”, because it had the lowest average wage, rental and electricity rates 
among the next wave cities. Meanwhile, Davao City was cited for having half a 
million workers, reasonable lease rates for IT-BPO facilities and “very competitive” 
labour and power rates. The report also presented the absorptive capacity of the 
top 10 new wave cities, or the theoretical maximum level of employment that can 
be supported by each location’s graduate and labour pools at a given time.

Figure 7

Source: BPAP, CICT, DTI (2009)
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From 2,400 employees in 200049, employment in the BPO industry steadily 
grew to 442,000 in 2009, 70,000 of which were created in 2009.. Industry experts 
estimated that 90,000 new BPO jobs wouldl be created in 2010, 55 percent of 
which are call center positions. Non-voice service agents would account for the 
remaining 45 percent.50 Yet despite this rapid growth and the government’s hyped 
recognition of the outsourcing industry as a significant contributor to domestic job 
generation, the number of jobs it provides was only a measly 1.26 percent of total 
domestic jobs. Assuming 90,000 additional jobs were created by the end of 2010, 
the industry’s contribution to local employment would still stand at only 1.4 to 1.7 
percent of total new jobs projected created last year.

Similarly, the Ibon Foundation noted that the industry only accounted for a 
tiny share of the economy. In 2009, employment in BPOs was only 1.3 percent of 
total employment, while the industry’s share in the gross domestic product stood 
at some 2 percent. A more comprehensive assessment of the Philippine BPO 
industry’s contribution to the economy was provided in an Asian Development 
Bank paper by Magtibay-Ramos and others in  2007. The study concluded that 
even under the most favourable assumptions, the total number of workers in the 
sector fell short of the industry’s forecast of nearly 1 million additional jobs by 
2010. It said a more reliable figure is about 500,000-600,000.

The researchers also examined the BPO sector’s intersectoral linkages and 
found out that the sector “has very little interaction with the rest of the economy.” 
It said that an increase in BPO’s output may not necessarily increase production 
in most of the other sectors of the local economy precisely because exports 
accounted for 92 percent of the BPO sector’s output.  

Government Policies on BPO

With the rise of the BPO industry at the turn of the 21st century, the national 
government has actively promoted the sector to make it more attractive to 
prospective investors through policy recommendations for legislation, executive 
orders and official directives. Understandably, this is in line with the requests of 
foreign investors and multilateral agencies, seeking to make the BPO business 
more viable in the country.In January 2004, the Arroyo government took one 
significant step toward promoting the BPO industry by creating the Commission 
on Information and Communications Technology (CICT) through the president’s 
Executive Order No. 269 (EO 269). Under EO 269, the CICT was mandated “to 
ensure the provision of strategic, reliable and cost-efficient information and 
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communications technology (ICT) infrastructure, systems, and resources as 
instruments for nation-building and global competitiveness.”

Aside from this, EO 269 provided for the broader private sector participation 
in ICT by “promoting partnerships between the public and the private sectors and 
strategic alliances with foreign investors.” It also tasked the CICT to promote the 
development of ICT expertise of Filipino workers to be globally competitive.In 
2006, to further accelerate the growth of the BPO sector by luring more investors, 
the government launched  the “Philippine Cyber Corridor” which is envisioned as 
interconnected centers of technology-related services built across the archipelago. 
The corridor will span 600 miles from the city of Baguio in the north to the city of 
Zamboanga in the south. 

On June 29, 2009, various government agencies, including BPAP and CICT, 
kicked off a “Cyber Corridor Roadshow”51 to promote the Philippine Cyber 
Corridor Program of the Arroyo administration as well as the nine new BPO-IT 
location cities under development. The roadshow was conducted in Laguna, 
Cavite, Davao City, Batangas, Cebu City, Bacolod, Clark (in Pampanga), Cagayan de 
Oro, Bulacan, and Iloilo. In her 2009 State of the Nation Address, former president 
Gloria Arroyo called the BPO sector the country’s “sunshine industry” and boasted 
the BPO industry’s earnings in 2008 were $6 billion and employment contribution 
was 600,000 jobs. 

Following this announcement, the government bared its plan to create the 
Department of Information and Communication Technology (DICT). DICT would 
specifically focus on further developing of the BPO sector and push for the passage 
of measures aimed at encouraging more BPO firms to invest in the country. This 
was in addition to the government’s inclusion of outsourcing services in the list of 
preferred areas for foreign investors in the Investment Priorities Plan. It particularly 
cited application software, software development, firmware/middleware and 
animation; ICT-enabled services such as contact centres, engineering design and 
medical transcription; and ICT support activities.

• To attract investors in the BPO industry and other IT enterprises, the government 
drew up several incentives for IT companies and IT Park developers/operators. 
For IT companies, the incentives included:

• income tax holiday (ITH) or 100 percent exemption from corporate income tax 
which would last for four (4) years for non-pioneer projects, six (6) years for 
pioneer ventures, and three (3) years for expansion projects ;

• upon expiration of the ITH, a 5 percent special tax on gross income and 
exemption from all national and local taxes; 



116

We, in the Zone (2) 

Ec
um

en
ic

al
 in

st
it

ut
e 

fo
r L

ab
or

 E
du

ca
ti

on
 a

nd
 re

se
ar

ch
, I

nc

• tax and duty free importation of equipment and parts; exemption from 
wharfage dues on imported shipments of equipment;

• VAT zero rating on local purchases of goods and services;
• exemption from payment of any and all local government imposts, fees, 

licenses or taxes;(but  under ITH, there is no exemption from real estate tax); 
and

• exemption from expanded withholding tax .

On the other hand, IT Park developers/operators enjoyed: (a) special 
5 percent tax on gross income and exemption from all national and local taxes, 
except property tax on land owned by the IT Park developer; (b) VAT zero rating on 
local purchases; and (c) exemption from expanded withholding tax.52

The above-mentioned incentives were similar to those given to export 
manufacturing enterprises and developers and operators of manufacturing 
zones. The only difference is that there is no other qualification for the VAT 
zero rating on local purchases for export manufacturing enterprises while for IT 
enterprises, the incentive was specifically applied to purchases of land-based 
telecommunications, electrical power, water bills, and leases on buildings. Both 
IT and export manufacturing enterprises, however, enjoyed an extension of the 
income tax holiday which the other zones, set up for  tourism, medical tourism, 
and agro-industrial – did not. IT and export manufacturing enterprises may apply 
for an extension of the income tax holiday if their projects meet certain monetary 
requirements, but this is subject to the condition that the total entitlement period 
does not exceed eight years. The tax holiday for enterprises in tourism, medical 
tourism, and agro-industrial sectors is a maximum of only four years.

BPOs also enjoy the same non-fiscal incentives extended to enterprises in 
other economic zones, such as the employment of non-resident foreign nationals 
in supervisory, technical or advisory positions and the issuance of non-immigrant 
visas with multiple entry privileges for non-resident foreign nationals who act as 
investors, officers, and employees in supervisory, technical or advisory positions, 
and their spouses and unmarried children under 21 years of age. 

Labour conditions in BPO hubs

The quality of jobs in the BPO industry is a cause for concern. Based on the 
2008 Bureau of Labor and Employment Statistics Integrated Survey (BITS), there 
were 65,586 non-regular workers in the call center subsector, 42,426 of which were 
probationary employees. Meanwhile, there were 142,730 non-regular workers in 
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other BPO activities, 104,212 of which were contractual and project-based workers. 
These non-regular workers in call centers and other BPO subsectors together total 
more than 28 percent of all non-regular workers in all industries, an unhealthy 
portion given this new industry’s small contribution to domestic employment.

A recent book published by the ILO,, Offshoring and Working Conditions in 
Remote Work, underscored the health concerns that go along with BPO jobs. It 
revealed that 42.6 percent of BPO employees in the country work the night shift, 
which is “associated with occupational safety and health concerns such as sleep 
disorders, fatigue, eye strain; neck, shoulder and back pains; and voice problems.” 
The study also said 47.7 percent of Filipino BPO workers surveyed suffered from 
insomnia, while 54 percent suffered from fatigue.53 Some of the stress-inducing 
factors mentioned in the study were harassment from irate clients, excessive and 
tedious workloads, performance demands, monotony, and regular night work.

The ILO study added that the work organization in BPOs in the country often 
give heavy workloads, bound with periodic performance targets, enforced by 
electronic monitoring, which give BPO workers—often young and well-educated 
individuals, very little autonomy within the workplace.54 “Even very basic things, 
such as time devoted for toilet or cigarette breaks, and control of their personal 
work desks, are deprived of these BPO workers,” it said.

Apart from being exposed to health risks, a number of local BPO workers also 
suffer denial of their constitutionally guaranteed labour rights. A bill filed in the 
House of Representatives noted that many BPO companies in the country devise 
mechanisms to prevent many of their employees from becoming regularized, 
despite having been employed as probationary workers or trainees for more than 
six months.55 “This mechanism effectively divests many BPO workers of the actual 
compensation and benefits that should be granted to them for all the time they 
have spent serving the company, “from the right to money claims and security of 
tenure, to the right to regular medical check-ups.” 

Presentation of Case Studies

To describe in detail the impact of the local BPO industry on society,, the 
researchers conducted case studies which focused on three main issues: 1) role 
of the national and local governments in the existence of BPO hubs 2) labour 
conditions,(including health and safety concerns, inside IT parks; and 3) the 
environmental impact of BPOs and potential displacement of people.
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For the case studies, three IT parks/hubs in three different regions were 
chosen. They are Damosa IT Park in Davao City on the island of Mindanao); UP-
Ayala Technohub in Quezon City in Luzon);, and the Asia Town IT Park in Cebu City 
in the Visayas.

A. Davao City

In BPAP’s “Next Wave Cities 2009” report, Davao City’s large pool of more 
than one million potential workers,, IT-BPO facilities, and low wages were cited as 
strengths for locating BPO activities there. In addition, the report noted that the 
city “is supported by good infrastructure, including an international airport with 
international flights, good hotels, and good telecommunications infrastructure.”56 
There are more than 60 IT-BPO companies operating in Davao City57 in the south. 
The cost of doing business and infrastructure were just two of the factors that 
placed the city in the “Top 5 of the Philippine Cities Competitiveness Ranking Project 
2007” by the Asian Institute of Management. Concentrix, Call Box, Sutherland, 
Cyber City, and Western Wats are just some of the outsourcing companies that are 
located in the city 

Table 1: List of companies

BPO Non-voice BPO Voice
AfterFive Technologies AM Solutions
Brokenshire Learning Systems Be Sure
Creative Response Call Box
Cube Pixels Concentrix
Fast Track Cyber City Tele-services
Lane Systems E-Telecare
Mynd Consulting Global Connect
Reliance Transcription Hub Port
ZipIT Solutions Quali Serve

Sitel
Six Eleven
Surecruit
Sutherland
Western Wats

Source: ICT-Davao
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Efforts to promote the industry have been robust as Davao was chosen 
to be the cyber corridor hub of Mindanao. The Davao City government listed 
priority investment areas such as telecommunications including information 
and communications58. It also singled out business process outsourcing as an 
opportunity involving medium to large-scale capitalization. This policy thrust 
of the local government toward BPO investment attracted big IT companies 
starting in 2004, wherein G-Com Inc., the pioneer in the call center industry in 
the Mindanao region, was established.In particular, the local government began 
issuing resolutions aimed at improving the local outsourcing environment.

Incentives for IT zones

In 2009, the local government passed Resolution No. 02138-09 which urged 
the city mayor to form a body to craft a plan to boost the BPO sector. Before 
this, the sector also received incentives provided to registered enterprises under 
the Davao City Investment Incentive Code of 1994. Under Article 24, the local 
government provides tax incentives to enterprises registered under the code from 
the payment of (as amended by city ordinance no. 36, series of 1999): 

• Building permit fees and other fees and charges;
• Mayor’s permit fees, business sales taxes, other fees and charges in the first 

three years of commercial operations; and
• Exemption from the basic municipal property tax, excluding the barangay 

share, for a period of two years.

PEZA incentives were also acquired by the IT Enterprises and IT Park developer. 
The local government passed various resolutions that paved for the development 
of IT Parks. Resolution No. 02824-0659 had endorsed to the Philippine Export Zone 
Authority (PEZA) the application for the approval/accreditation of the proposed 
Damosa IT Park Project as an information technology zone. Resolution No. 0720-
0860 meanwhile endorsed the Luisa Avenue Square IT Building. This is where 
Sutherland located its operation which was expected then to accommodate 600 
call center agents. 

Resolution No. 0719-08 also endorsed the NCCC Davao IT Center. The NCCC 
mall’s fourth level with an area of 4,781 square metres was leased to Western 
Wats Philippines, an American firm, and was expected to house 1,000 call center 
seats. In the project description of the NCCC Mall Davao IT Center61, it said that 
PEZA accreditation was needed for the company to acquire fiscal and non-fiscal 
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incentives including:

• An income tax holiday;
• Incentives under the Build-Operate Transfer Law, which includes government 

support for accessing Official Development Assistance and other sources of 
financing;

• Provision of vital off-site infrastructure;
• Option to pay a special 5 percent gross income tax, in lieu of all national and 

local taxes; and
• Assistance in the promotion of economic zones to local and foreign enterprises.

The project description also said, “Foreign investors and/or locators also 
prefer PEZA accredited IT Parks/ Zones because of incentives they can benefit 
from”. The National Economic and Development Authority (NEDA) anticipated 
that the Davao region would “source its strength from the ICT sector, particularly 
the BPO, as it is the region’s sunrise industry”62 . The agency also expected that the 
sector would employ 9,700 more people in 2010 compared to 7,000 employed in 
the previous year. In 2001, there were only 1, 171 IT-related jobs in the region. By 
2015, industry players were anticipating employing 30,000 in the sector. 

Damosa IT Park 

The Damosa IT Park is located in Lanang in Davao City. The IT park with a total 
land area of 22,983 square meters was developed by Damosa Land Incorporated. 
In 2007, President Gloria Macapagal-Arroyo proclaimed it as an information 
technology park under Presidential Proclamation No. 1231 “creating and 
designating certain parcel of land located at JP Laurel Avenue corner Angliongto 
Street Lanang, Davao City, as an IT park pursuant to Republic Act No. 7916 as 
amended by Republic Act 8748.” 

Damosa Land Inc. was incorporated in the Philippines and is engaged in 
leasing and renting out building, condominium units and commercial spaces. 
The company is also engaged in operating a hotel, (Microtel, under a franchise 
agreement. The registered office address of the company is Damosa Complex, 
Lanang Davao City.On February 5, 2007, the company’s IT Park was registered with 
the PEZA. As a registered enterprise, the company is entitled to a special income 
tax rate of 5 percent on gross income derived from its registered activity. Total 
income tax paid, based on the special rate of 5 percent, amount to P80,568 in 
2008 and P111,101 in 2007. The company is a 65 percent owned subsidiary of 
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Anflo Management and Investment Corp (ANFLOCOR).

Link2Support Inc, which was originally set up in Manila in 2001, was one of 
the first residents of the Damosa IT Park.  In 2007, the company was acquired by 
Synnex Concentrix Corp, a publicly traded company listed on the New York Stock 
Exchange.

Synnex Concentrix Corp, according to data from the Securities and Exchange 
Commission, is a foreign company organized and existing under the laws of 
the British Virgin Islands63. The PSEC licensed the company (then known as 
Link2Support) on March 14, 2002 in accordance with the Corporation Code of 
the Philippines and the Foreign Investment Act of 1991 (R.A .Act No. 7042, as 
amended) to establish SYNNEX-Concentrix Corporation – Philippine Branch. The 
branch was said to be a technical solutions provider and contact center that 
delivers voice, email and other value added services. The branch’s registered 
office address, which is also its principal place of business, is in Libis. It has other 
operating units located in Cagayan de Oro City and Davao City. 

On March 18, 2002, the branch registered with PEZA as a non-pioneer 
enterprise engaged in the operations of a product support and customer service 
call center. PEZA approved the branch’s application for an amendment of its 
registered activity to include web development, e-commerce, system integration 
and multimedia services on July 1, 2003 and the configuration, integration, 
processing and designing of IT-related hardware and software components, parts 
and peripherals on August 13, 2004. On July 27, 2006 the PEZA approved the 
branch’s application for pioneer status.

AS PEZA registrant, the branch is entitled to the following investment 
incentives: 

• income tax holiday for six years, after the expiration of which the branch pays 
an income tax equivalent to 5 percent of the gross income, as defined in RA No 
7916, in lieu of all local and national taxes; 

• exemption from the payment of duties and taxes for all goods imported 
pursuant to the branch’s registered operations;

• exemption from export taxes;
• exemption from tax on the payment of local taxes and fees, contractor tax on 

gross receipts and wharfage fees; and
• zero-rating of value-added tax on purchases of goods and services from local 

suppliers.
The branch’s operation in Cagayan de Oro City and Davao City are also 



122

We, in the Zone (2) 

Ec
um

en
ic

al
 in

st
it

ut
e 

fo
r L

ab
or

 E
du

ca
ti

on
 a

nd
 re

se
ar

ch
, I

nc

registered with PEZA and are entitled to income tax holidays until 2009 and 2010, 
respectively.

The company’s tax holiday  on its operation in Libis expired on April 30 2008. 
On April 24, 2009 PEZA granted an extension for one year from May 1, 2008 to 
April 30, 2009..

a) Profile of respondents

There were 30 respondents from Damosa IT Park, all of which were employees 
from Synnex Concentrix. Seven out of ten are women, aged between 21 and 29. 
The rest are 30 years old and above and 18 to 20 years old. Most of the respondents 
are single (8 out of 10). Educational attainment of the interviewees is as follows: 
college graduates, 63 percent, college level,(33 percent, and high school graduate 
3.3 percent. 

Most of respondents came from Davao City. Some came from nearby 
provinces, including Davao del Norte, Davao Oriental, South Cotabato, and 
Compostela Valley. Some came from Zamboanga City, Cebu, and even Manila. Of 
the 30, about half of them are employed in SYNNEX Concentrix for less than a year; 
16 percent have worked for more than a year but less than 2 years;  13 percent 
had worked for  two to three years;  and another 13 percent for three years but 
not more than five years.. There was only one respondent who had worked for five 
years or more. 

A third of the respondents had already worked for a BPO company before 
coming to Synnex Concentrix, while others had been teachers, accountants, bank 
employees, or even as an overseas Filipino worker. 

b) Working conditions

Most of those surveyed considered themselves regular employees. Only one 
was a trainee. Less than half said that project based or contractual employees had 
a chance of getting a regular staff job.  Six out of ten respondents earned between 
P10,000 to P15,000 a month, while two out of ten earned less than P10,000 a 
month. 
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Figure 7 – Monthly salary of BPO workers in Damosa IT Park

Majority of the respondents worked  five days a week. Most are also working 
flexible shifts. But all of them worked  9 hour shifts, which included 1 hour and 
30 minutes of break time. Almost half (46 percent) worked compulsory overtime.

c) BPO life

Life in a call center is hard. The employee’s erformance is constantly 
measured by  ‘metrics’, which are various numerical valuation systems. Andthere 
are many metrics that must be met. Common performance metrics used in BPOs 
are customer satisfaction, quality, and average handling time (AHT).64 Often, when 
there is a change of management, the performance ‘metrics’ will also change. For 
Eve (not her real name), who had been employed at Synnex Concentrix for about 
two to three years at the time of the survey, this has been the most difficult,  since 
one needs to adjust to different metrics imposed by different management styles. 

“Dapat pleksible ang empleyado. Dapat makuha ang kota ng sales. Kapag di 
nakuha, mapupunta ka sa bottomline. Parang American Idol. Sa bottomline pipiliin 
ang kandidatong mabibigyan ng puwersahang resignasyon (The employee should 
be flexible. Quota in sales should also be reached. If not, she would be in the 
bottomline. Just like in American Idol. Candidates for forced resignation will come 
from the bottomline),” said Eve. 
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Eve said that the management prefers new entrants since when one is a 
trainee, the salary is much lower than regular workers who receive benefits. “Kaya 
siguro, mas gusto nila na mag-hire ng bago. Puwede ka ma-regular mula tatlo 
hanggang anim na buwan na pagtatrabaho depende sa performance mo. Kung 
hindi ka magpe-perform, puwede ka na lang tanggalin (That is why, they prefer 
new hires. You can be regularized after three to six months of work depending on 
your performance. If you are not performing well, you can just be terminated.).”

Eve said many of her co-workers had filed complaints to the Department of 
Labor and Employment (DoLE) regarding their company, but no apparent action 
had been taken regarding thosetheir complaints. “Kapag may magrereklamo, ang 
sasabihin sa’yo, ‘Sige magreklamo ka, di naman yan papansinin sa DoLE’ (If you 
complain, they will tell you, Ok you complain, but those will not be noticed by the 
DoLE)”Most of the complaints include mandatory overtime and cancellation of 
their break time. 

“Mahirap din umalis sa station para mag-CR. Kapag naiihi ka, ikaw na bahala 
dumiskarte sa customer. Iho-hold mo sila o kahit ano. Kaya number one na sakit 
sa kanila ay UTI at hypertension. (It is also hard to leave your work station to go 
to the restroom. If nature calls, it’s up to you how you handle your customer. Hold 
the call or something. That is why UTI (urinary tract infection) and hypertension 
are just some of the top illnesses here.)” In terms of benefits, the majority of the 
respondents said that they received medical insurance, sick/vacation leave, night 
differential, and free annual medical check-ups. However, only 10 of them said 
they received meal allowances.

Forty percent of the respondents were not certain if termination pay was 
given when a client closed an account. Thirty-three percent were positive that 
termination pay was provided. Meanwhile, the majority of those surveyed were 
aware of the system of grievance handling in their company, the existence of 
company rules and regulations as well as of disciplinary action. The majority also 
felt that they were properly compensated for their work. Those that did not agree 
or are ambivalent were either married, single parents or were breadwinners in 
their families.

d) Health issues

While the BPO sector has provided steady growth in jobs and contributed to 
economic growth in the Davao region, many are concerned with the health of the 
BPO workers. Reports on one subsector of the BPO, the call center industry, have 
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called attention to the deteriorating health of the agents. An article in EDGEDAVAO 
said, “Call center agents are stressed,  not only by difficult clients but also by their 
demanding supervisors.”

In Concentrix, many respondents considered the behaviour of customers to 
be the top issue in work, followed by the workload and work schedule. 

Work problems Score

Behavior of customers 16

Workload 11

Work schedule/shifts 7

Salary 5

Relationship with co-employees 1

Job and skill mismatch 1

Headaches, sleeping problems, physical stressand fatigue topped the health 
problems experienced by the respondents. These can be connected with the work 
problems above. 

Health issues Score

Headaches 17

Sleeping  problems 14

Physical stress 12

Eye strain 11

Fatigue 9

Eating problems 9

Back pains 8

Throat problems 8

Chest pains 7

Mental stress 6

Hypertension 4

Ulcers 6

Hearing problems 3

For women, problems related  
to regular menstrual cycle 5
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A call center agent said it is difficult to work in the industry for long. Insurance 
companies would not provide health insurance for employees that had worked in 
the industry for five years or more. He said he had worked in an insurance company 
before working for Concentrix, and had learned this there. He said BPO workers 
were prone to pneumonia. The office was cold, while the outside environment 
was hot. Work shifts also contributed to the deterioration of employees’  health. 
But the relatively good compensation for this work attracts many young people to 
the industry.

e) Social impact

The majority of the respondents said that since working in a BPO company, 
they spent less time with their family. 

Since I started working in a BPO company, 
the time I spend with my family has 
lessened

Score

Strongly agree 7

Agree 10

Neither agree nor disagree 5

Disagree 6

Strongly disagree 0

No answer 2

 

Working on rest days seems to be the most difficult, especially for married 
agents. An agent lamented that all employees are required to return to work on 
their rest day, especially during peak seasons such as Christmas. She said agents 
with their own family relied on the idle season when they can have regular two-
day rest  each week. Many of the workers in the Damosa IT Park came from other 
areas and thus were forced to live in boarding houses or rented apartments during 
the workweek.  This meant living for a large amount of time at some distance 
yfrom their families, adding to their tension and stress. 
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f) Labour Migration 

Gwen (not her real name), 24 years old, is a technical support engineer at 
Concentrix. Her home in Mati City on Davao Oriental is some distance from the 
zone and so she has rented an apartment in Davao City which she shares with her 
cousin. Gwen has a two-year-old child, which she leaves in her parent’s care in 
Mati City. She can only go home once a month to see her child and stays for only 
two nights on each visit. Her schedule is tight. She has been working for three 
years in the same company. Sometimes, she is given the graveyard shift, which she 
said is stressful because of the workload and the mandatory overtime. 

According to Gwen, she sends half or more than half of her salary each month 
to her parents for her baby and expenses. But sometimes, her salary is not enough 
for the baby’s needs and her expenses in Davao City. “Hindi well-compensated 
ang trabaho. Unang araw ng suweldo, matapos magpadala at magbayad ng bills, 
halos ikapat na lang ang natitira”, she said. (The work is not well-compensated. 
On payday, after remittance and payment of bills, only a quarter of the salary is 
left”.

B. University of the Philippines(UP)-Ayala Technohub

On 1 September 2006, President Gloria Macapagal-Arroyo issued 
Proclamation No. 113265 designating the UP Science & Technology (S&T) Park 
Phase 1 Project area in Diliman, Quezon City as an information and technology 
(IT) Park. The presidential proclamation made the Phase 1 “more attractive to 
future locators because they will be eligible for tax and other incentives given by 
the government”66. The UP North S & T Park, Phase 1 is approximately 380,630 
square meters in the UP Commonwealth Avenue Property. This first phase of the 
university’s IT Park was leased to Ayala Land, Inc. (ALI)67. As a lessee, the company 
developed, managed, and operated the IT Park.  
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ISSUES

The lease term was set at twenty-five (25 years), renewable for another 
twenty-five years subject to mutual agreement of the parties. The lease of 
the university’s idle assets was seen as part and parcel of RA 9500 (An Act to 
Strengthen the University of the Philippines as the National University). This so-
called strengthening of the university includes the “granting of greater flexibility in 
the development of UP’s assets”68. 

 

The president believed that  “as the pioneer, academically-based IT Park, U.P.-
Ayala Land TechnoHub plays a central role in the future of the bigger U.P. Science 
and Technology Park. TechnoHub will set the standard against which future S&T 
Parks and locators will be measured. And that is the same for the country as a 
whole.”69

Short Chronology of UP North S & T Park

•	 29 November 2001 – 1156th meeting of the UP Board of Regents approving 
Conceptual Framework Plan for S & T Parks in northern (Commonwealth Avenue) 
and southern (CP Garcia Avenue)

•	 January 2002 to April 2003 – several rounds of failed bidding
•	 April 2003 to July 2005 – an Invitation for Negotiated Procurement to Lease 

and Develop the  North S & T Park was sent to nine of leading developers . Ayala 
Land Inc. (ALI) and SM Prime Holding, Inc. (SMPHI ) submitted Prequalification 
Applications, but SMPHI withdrew interest

•	 28 July 2005 – 1198th BOR meeting creating a Regent’s Committee to evaluate 
proposals

•	 29 September 2005 – 1201st BOR meeting approval in principle of the ALI’s 
proposal

•	 October 2005 to July 2006 – BOR Chairman and UP President ensured negotiated 
lease contract compliant with existing government procurement laws and 
regulations

•	 28 July 2006 – Report of the said compliance almost done, the BOR authorized the 
Chair and Vice Chair of the Board to sign the contract with ALI after the report was 
done

•	 25 August 2006 – The  Board was informed of  the details that needed to be worked 
out regarding the contract with ALI. Negotiations  with ALI continued

•	 26 October 2006 – The Board approved the Contract of Lease between UP and ALI 
relating to the Lease and Development of the UP North S and T Park Phase 1 into a 
fully integrated IT Community

•	 27 October 2006 – The Contract of Lease was signed between UP and ALI.
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The ALI’s development proposal was as follows70:

Land Use Gross Floor Area (in sqms.) Floor Area Ratio

S & T Buildings 118,688 1.22

Support Facilities 70,520 1.08

Existing Facilities 61, 251 1.78

TOTAL 250,459 0.67

IBM Business Services set up  in the Technohub’s Building A, along with 
Pointwest Innovations, Sea-Change, Webcast, QiComm, Stradcom Corp., and 
ArkPhil. are also located, in Building E. Building B is leased to Manulife Data 
Services, Inc.; Building C to HSBC Electronic Data Processing, Inc.; and Building D to 
Convergys, Inc.The university’s Office of the Vice President for Development (OVPD) 
also reported that the Tech Portal at the North S&T Park is 100 percent leased 
to incubatees Haystack, Actius, JBSI, IConnection, SPT BPO, ABBYY Consulting, 
RF Windows Asia, TradeChannel Philippines, Inc., Lotus Edge, Pobletech, Tech 
Factors, Inc., and Headstart Business Solutions, Inc.The hub already has about 
6,000 employees and is expected to employ between 15,000 and 20,000 when 
fully occupied. Despite this, the promise of the U.P.–Ayala Land TechnoHub as a 
foundation of economic development, the ‘hub’ has yet to achieve many of its 
stated goals  which are seen as an empty rhetoric.

The government sees the UP-Ayala technohub as the “country’s foremost IT 
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laboratory, training ground and incubator of new and high-value adding products 
and services”. In the Development Proposal submitted by ALI, the benefits of the 
S & T Park were listed as follows:

UP Faculty UP Graduate Students
UP Undergraduate 
Students

Collaborative R & D to 
update faculty in the field

Joint R & D to provide 
valuable exposure in S & T

Opportunities for first-
hand interaction with 
leading IT/TES companies

Valuable exposure to 
word-class companies and 
industry-practitioners

Access to specialized 
laboratories

Access to relevant OJT 
and possible employment

Opportunities for 
consultancy work

Interaction with technical 
personnel of locator 
companies

Provides scholarship 
support and part-time 
employment

Feedback on relevance 
of teaching content and 
approaches

Significant source of 
financial and scholarship 
support

Venue for non-degree, 
skills-oriented courses

Source of endowments 
for professorial chairs in 
selected fields

But the myth of research and development being pushed in an IT park 
is revealed. According to UP College of Mass Communications Dean Rolando 
Tolentino:“An uncanny partnership is forged between business and academe 
by the Philippine state.  Guised in the rhetoric of S&T as the fuel for national 
development, all the best that can be produced in the UP-Ayala Technohub are 
industry standards in the BPO, which the Philippine state has ensured as the niche 
area in the global IT industry.  The partnership can only be rendered successful 
if academe gives in to business.  And unfortunately, the rhetoric of engagement 
allows very little empowerment for academe71.” 

Instead of the “new technological revolution” which is according to the former 
president expected to “upgrade our total science and technology capability and 
bring our country to the threshold of the First World in 20 years”, the so-called 
technological incubation that should be in the heart of the IT Park activities is 
actually “overridden by the more massive work in BPO”72 . The real reason behind 
the so-called symbiosis of business and the academe is expressed thus:
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“Bakit nga ba lumalapit ang mga lokal at dayuhang kapitalista sa mga 
unibersidad? Sapagkat nakikita nila ang malawak na lakas-paggawa na makukuha 
nila sa mga estudyanteng inililibre nila ng sakay ng dyip tuwing Martes. Ang mga 
mag-aaral ng U.P. ang magta-trabaho sa mga call center na lilikha ng malaking 
kita habang sila rin naman ang ginagatasan ng mga lokal na kapitalistang nagtayo 
ng iba’t ibang negosyong nakapaloob sa techno hub tulad ng kainan, bookstore 
at kapihan.” (Why do local and foreign capitalists want a piece of universities? 
Because they see the vast pool of workers in the students which they treat for a 
free ride every Tuesday. They want UP students to work in call centers who will 
earn a relatively high income. But they will be rendered milking cows by other 
businesses like restaurants, coffee shop and bookstores inside the technohub.) 

Environmental hazard?

Meanwhile, residents of Sitio Pechayan in Old Capitol Site, located at the back of 
the UP-Ayala Land Technohub in Commonweath Avenue, said that runoff water 
from the buildings in Technohub, along with the sudden upsurge of the nearby 
creek, led to the submersion of almost the entire community in floodwaters.

“Malinaw na dinesenyo ang mga imprastraktura sa UP ng walang konsiderasyon 
sa mga komunidad sa paligid,” said University Student Council (USC) Vice Chair 
Jaqueline Joy Eroles. (It is clear that the infrastructures in the UP Technohub was 
designed without consideration to the communities surrounding the area)

This report was published in print in issue 13-14 of the Philippine Collegian on 8 
October 2009.

The big reserve of labour for business process outsourcing, like call centres, 
was seen as the driving force for the symbiosis. These  workers will in turn generate 
income for the other businesses such as bookstores, cafes, and restaurants located 
in the technohub. This means, students from the university generate income and 
also become the source of income or as Tolentino said, “workers are transformed 
into consumers, privatizing the myth of empowerment in the site”.  In the final 
analysis, the only interest that the Ayala TechnoHub has served are the interests 
of business process outsourcing industry in providing a pool of employable 
labour force by locating in close proximity to the University of the Philippines. 
Accordingly:Far from being the industrial hubs where national industries are 
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born, these “science parks” and “techno-hubs” are examples of how foreign firms 
capitalize on local talent and government incentives to locate within “parks” 
usually designated as export processing zones73.

The utilization of idle assets did not lead to lowering of tuition and other 
fees but have only intensified the commercialization of education in the name of 
business’ interests. Aside from commercialization of education, the technohub is 
also part of a “tragic history of urban poor displacement”74. The IT Park is inside the 
zone called the Quezon City Central Business District (CBD)75 which is considered  
the “biggest, most modern, and most strategic” business district covering 340 
hectares of prime land in East and North Triangle, and including the Veterans 
Hospital, and the University of the Philippines. About 16,000 families stand to lose 
their homes from this massive project. 

In 2010, the President Benigno “Noynoy” Aquino III justified the government’s 
huge cut in subsidies to the University of the Philippines by citing the university’s 
income from the UP-Ayala Technohub.76 But youth groups countered that Ayala 
Land pays only P160 million a year for the lease of the UP-Ayala Technohub, “a 
rather small amount” compared to the P18 billion annual budget needs of the 
university.77

a) Profile of respondents

Most of the respondents were employed by IBM Daksh. Six out of ten were 
women. The respondents’ ages range from 20 to 35, with 70 percent between 
20 and 25 years old. Most were single and only one surveyed was married. Only 
two of the respondents were high school graduates and the rest were college 
graduates. Only 19 percent came from Metro Manila while the rest came from as 
far as Abra and Eastern Samar. More than half worked at the technohub for less 
than a year, while less than a quarter worked for more than year but less than two 
years. About half of the respondents had been employed in SYNNEX Concentrix 
for less than a year. Some have worked for more than a year but less than 2 years 
(16%), two to three years and three years but not more than five years (both at 
13%). There is only one surveyed who worked for five years or more. Only two 
surveyed have worked for more than five years in their companies. 

b) Working conditions

Thirty-nine percent of the respondents earned between P10,000 and P15,000 



We, in the Zone (2)

M
od

er
n 

D
ay

 S
w

at
sh

op
s 

in
 th

e 
Se

rv
ic

e 
Se

ct
or

133

a month. Twenty-five percent earned P10,000-P15,000. One respondent earned 
between P30,000 and-P40,000 and one respondenter earned more than P50,000. 
Meanwhile, seven respondents (26 percent) refused to state their monthly 
earnings.

Figure 8 – Monthly salary of employees in UP-Ayala Technohub

The majority of the respondents work a five-day work week. Only one said 
she worked six days a week.  An equal  number of respondents said they worked 
fixed schedules as did  flexible schedules.  Most of them worked  9 hours a day 
which included breaks totaling  one  hour and 30 minutes. f break. Only one said 
that she worked  8-10 hours a day. More than half (54 percent) said they have to 
work compulsory overtime. 

 
c) Changes in compensation scheme

Rio, a mother of two and a graphics artist with a BPO company in the hub 
complained that the compensation scheme was abruptly changed from a monthly 
rate to a daily rate. “Hindi ko alam kung bakit, wala naman silang konsultasyong 
ginawa.” (I don’t know why. They did not conduct any consultation.) She said the 
human resources department said, the pay was the same but she thinks that her 
take home pay has fallen. Aside from this, most of the workers have difficulty 
procuring loans from the Social Security System. “Hindi updated ang SSS naming, 
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hindi nare-remit ang hulog namin”. (Our SSS is not updated, [which means that] 
our contribution was not remitted).

She said her work was okay as they only have day shifts like regular work. 
But she still hopes to find another job, “Kasi outsourcing pa rin yung sa amin, 
(Because our work is still outsourced).” She said, she want normal “regular” jobs. 
She means, work that is not considered as a BPO job. 

The following are the benefits received by the respondents.

Free Annual Medical Check-up 26

Medical insurance 29

Sick/Vacation leave 30

Night Differential 24

 Meal allowance 29

Transportation allowance 28

Attendance bonus 7

Quarterly bonus 6

Performance Bonus 15

Others, specifically: sales incentive, 14th month pay 2

Most of the respondents have sick/vacation leave (96.7 percent), medical 
insurance and meal allowances (93.54 percent), and transportation allowance 
(90.3 percent). Almost half (45 percent) are uncertain if the company provides 
termination pay when a client closes its account. Nineteen percent said their 
company does not provide termination pay, while 25 percent are positive. 
Meanwhile, majority of those surveyed are aware of the system of grievance 
handling in their company, the existence of company rules and regulations as well 
as of disciplinary action. The majority also feel that they are compensated for their 
work.

d) Health issues 

The top health problems experienced by the respondents in UP-Ayala 
Technohub are headaches (51.6 percent), sleeping problems (41.9 percent), and 
back pains (35.4 percent). Nine respondents said they experienced fatigue, eating 
problems, and mental stress. Another  four said that they had problems related to 
their menstrual cycle.
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H

Headaches 16

Sleeping problems 13

Back pains 11

Eye strain 10

Physical stress 10

Fatigue 9

Eating problems 9

Mental stress 9

Throat problemsz 7

For women, problems related to regular menstrual cycle, such as 
dysmenorrhea, amenorrhea, etc.

4

Hypertension 3

Ulcers 3

Chest pains 3

Hearing problems 2

Almost half (48.3 percent) of the respondents said they were uncertain about 
the reports on the increase in  sexual activity among BPO workers. Twenty-nine 
percent either affirmed the reports or said there was some truth to it. About 22.5 
percent said the reports were untrue. To keep themselves awake during their 
shift, the majority (64.5 percent) drink coffee, while others use stimulants such as 
energy drinks (12.9 percent) and coke or other food (25.8 percent).

e) Social impact

Forty-five percent of the respondents agreed that since starting work in a 
BPO company, the time they spent with their family decliined. About 19.3 percent 
disagreed while 35.4 percent neither agreed nor disagreed. About 45 percent 
said their families encouraged them to look for another job, while twenty-nine 
percent disagreed. Twenty-five and eight percent neither agreed nor disagreed. 
Twenty-nine percent of the respondents said financial security was their primary 
consideration for staying in a BPO company. The second consideration was the 
good relationships they had with their colleagues. Most of the respondents spent 
their salaries on living expenses including groceries, utility bills, house rents, etc. 
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(35.4 percent); family support (12.9 percent), and entertainment (12.9 percent). 
Expenditures on clothing, shoes, and bags as well as family support rated the 
least. The latter can be explained by the fact that majority of the respondents 
were single. 

C. Asia Town IT Park

In February 27, 2001, Asia Town IT Park was declared a special economic 
zone, becoming the first IT Park to be accredited by the PEZA outside of Luzon. 
Asia Town was built by Cebu Property Ventures and Development Corporation 
on the old Lahug airport in Cebu City. It spans 23.7 hectares and is located in a 
busy district, with shopping centers, hotels, subdivisions, and other commercial 
establishments surrounding the area.

Asia Town hosts 58 IT, IT-enabled, and BPO companies, the most recognizable 
of which are Aegis People Support, Inc., Canadian Outsource Resources, Inc., 
Convergys Philippines Services Corporation, JP Morgan Chase Bank, and Stream 
International Global Services Philippines, Inc. Reports published in February 2010 
estimate the number of BPO employees in Asia Town at 23,500.78 

While there are some IT Parks which enjoy incentives from the local 
government in addition to those already accorded them by the PEZA, the 
incentives enjoyed by the BPOs in Asia Town fall squarely within those given by 
that government agency: an income tax holiday for four years (when classified as 
a non-pioneer project) and six years (pioneer project); the option to pay a special 
5 percent tax on gross income earned in lieu of all national and local taxes after 
the tax holiday period; exemption from payment of import duties and taxes on 
imported machinery, equipment, and raw materials; an additional (tax) deduction 
equivalent to 50 percent of training expenses; permanent resident status for 
foreign investors with initial investment of US$ 150,000;, and entitlement to the 
employment of non-resident aliens required in the companies’ operations.

Cebu’s tertiary educational institutions graduate  around 23,000 students 
annually, most of whom are proficient in English, making the province a suitable 
hub for BPO operations, at least in terms of human capital. The Contact Center 
Association of the Philippines (CCAP) adds that Cebuanos are taught American  
English, making these graduates particulary attractive to companies serving the 
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US market. It is safe to say, however, that more than the language itself, the fact 
that most BPO workers have high educational attainment is what makes them 
competent in their jobs. 

a) Profile of respondents 

Most of the respondents were between  20 and 25 years old (37.5 percent), 
and between 26 and 29 years old (37.5 percent), and 30 years or older (21.8 
percent). The majority of respondents were single (78 percent) and male (59.4 
percent). About 37.5 percent of them came originally from Cebu while others 
came from Leyte, Bukidnon, Bacolod, and Davao. Seventy-eight percent of the 
respondents had college degrees. Those outside that number were either still in  
college or had reached undergraduate level. One of the respondents only reached 
high school level. 

Most of the respondents had previous work experience before coming to 
this  BPO company:  31 percent of those surveyed previously held jobs in other 
BPOs, mostly as customer service representatives. The others came from diverse 
occupations, such as nursing, banking or managing a fast-food restaurant. 

b) Working conditions

Three-fourths (75 percent) of the respondents were regular full-time BPO 
workers, while about 21.8 percent were trainees or still in their probationary 
period. About 56.2 percent earned between P10,000 to 20,000 a month. The 
highest income in the group, earned by a team leader in one of the largest call 
centers in the country, Convergys, was within the P30,000 to P40,000 a month 
range. Admittedly, these salaries were higher than those earned in other sectors. 
Reports have surfaced concluding that because BPO workers in Cebu have extra 
money to spend, they have contributed to what is termed ‘a night economy’ of 
retail outlets, bars, coffee shops, and the like open twenty-four hours and catering 
mostly to BPO employees.79  However, two of the respondents earned less than 
P10,000 a month. This only shows that BPO workers did not earn as much as 
people think. 

Most of those interviewed worked five days a week for nine hours a day, 
which included an hour for lunch and two fifteen-minute breaks. They all worked 
the graveyard shift (from midnight onwards), although their schedules were 
often made flexible. However, 81 percent of the respondents also stated that 
overtime was compulsory. In terms of benefits, the majority of the respondents 
enjoyed a free annual medical check-up, medical insurance, sick/vacation leave, 
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night differential, meal and transportation allowance, and performance bonus. 
However, only 43.75 percent and 46.87 percent were given attendance and 
quarterly bonuses, respectively.

Benefits
Free Annual Medical Check-up 26

Medical insurance 28

Sick/Vacation leave 26

Night Differential 28

 Meal allowance 27

Transportation allowance 23

Attendance bonus 14

Quarterly bonus 15

Performance Bonus 27

c) Health issues

 Concerns have been voiced about the impact of the unconventional work 
schedule on the health of those employed in the BPO sector. However, from the 
survey and interviews conducted in Asia Town, no major health issues surfaced. A 
the same time, 75 percent of the respondents said they were experiencing sleeping 
problems, followed by physical stress and fatigue.  Nearly half of the respondents 
(46 percent) complained of eye strain and headaches

Health problems

Sleeping problems 24

Eye strain 15

Headaches 14

Fatigue 20

Chest pains 3

Back pains 12

Throat problems 10

Eating problems 8

Mental stress 9
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Physical stress 20

Hypertension 3

Ulcers 3

Hearing problems 4

For women, problems related to 
regular menstrual cycle, such as 
dysmenorrhea, amenorrhea, etc.

2

When asked what would make them stay in a BPO company, respondents 
said financial security and lack of other job opportunities. Three-fourths of those 
surveyed, however, agreed that they felt properly compensated for their work.

d) Land Disputes

While Cebu prides itself as one of the top emerging outsourcing cities of the 
world, the welcoming treatment given to BPOs and other IT enterprises seem to 
have a downside. There is a planned expansion of Asia Town and to carry this out, 
families will have to be displaced. On March 2005, a formal notice to vacate was 
issued to residents of Santo Niño, a community only a stone’s throw away from 
the IT Park. The Santo Niño Homeowners Association then filed a petition in court, 
which temporarily prevented the local government from driving them out of the 
area. Even in 2010 the legal battle over the property has not been settled.

Santo Niño sits on a portion of Lot 292 of the Lahug Estate, a property 
belonging to the provincial government of Cebu. In 1993, an ordinance was passed 
authorizing the distribution of the land to existing occupants, in keeping with the 
policy of distributing land to the underprivileged. The ordinance allowed for the 
purchase by individuals or associations of portions of Lot 292 at a price set by an 
appraisal committee. Purchasers then had the option to pay in a lump sum or on 
installment basis, which was not to exceed two years. In 1994, the ordinance was 
amended and the payment period was extended to five years. 

The Santo Niño Homeowners Association then filed for an application 
to purchase the land. They were banking on a claim that they had been the 
occupants of the area for more than 30 years, meeting squarely the requirement 
in the ordinance of continuous occupancy for at least three consecutive years from 
1992. In 1995, then Governor Vicente De La Serna requested the City Planning 
Office of Cebu to approve the subdivision plan of the lot covered by Santo Niño. 
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The association, however, had difficulty putting up the purchase price. So they 
went to the Presidential Commission for the Urban Poor who then endorsed their 
application to the Governor of Cebu.

In 1999, an ordinance was again passed extending the period for payment 
to another five years or until 2004. Then in 2004, a new ordinance gave the 
purchasers the option to avail of a five-year or ten-year extension, which made 
either 2009 or 2014 the deadline for full payment. These extensions were made 
applicable not only to those who had partially paid the purchase price but even to 
those who had not tendered any payment. Given these extensions, it came as a 
surprise to the Santo Niño residents to receive in March 2005 the notice to vacate.

Although the local government offered a relocation site for the occupants, 
most of the Santo Niño residents refused to leave. Relocating for them would 
mean living far from their source of livelihood. As most of the residents were taxi 
drivers and vendors based in Lahug, they would had have to shell out an extra 
amount for fare if they move into the relocation site. The scenario is even more 
difficult for those with a home-based business, such as an eatery or tailoring shop. 
More than100 families would be affected by the said relocation. 

The Philippines leading the global BPO industry 

“For business support functions (such as shared services and business process 
outsourcing)

the Philippines has taken over the lead in the global ranking from India, after having 
challenged the top position for several years.”

- IBM Global Location Trends, October 201080

The 4th Annual Report IBM Global Location Trends, recently released by IBM 
Global Business Service, had proclaimed the Philippines as the new global leader 
for business support functions, eclipsing India. The report analyzes global location 
trends by looking at the  movement of foreign investment and the volume of jobs 
resulting from these investments.  

According to the report, “the Philippines offers a similarly attractive business 
environment for international business support functions as India, but has not 
had the same labour cost increases as have occurred in various Indian ‘hot spots’ 
in recent years.” Conclusively, it is the lower labour cost that has encouraged 
investment by BPO companies in the country.
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Source: IBM Global Location Trends, October 2010

On employment figures, the Call Center Association of the Philippines (CCAP) 
said that the country had become the call center of the world, with around 350,000 
Filipinos working in call centers compared to India’s 330,000.   Likewise, according 
to CCAP, revenues from the country’s call center industry are also expected to 
reach $5.7 billion by end of 2010, higher than India’s $5.5 billion.81

More business trend analysts reports are contributing to the hype around 
the Philippines as the frontrunner in the global BPO industry.  A report released 
by business advisory and research firm Tholons on the Top Ten Trends in Services 
Globalization 2009  included a list of the 2010 Top 100 Outsourcing Cities, which 
included major cities in the Philippines,  Metro Manila, Cebu City, Davao City, 
Bacolod City, and Iloilo City. 82 Manila ranked 4th, while Cebu City ranked 9th in 
the emerged city category. The rankings were expected to bring more investment 
to the listed cities and encourage local governments to offer  more investment 
incentives in their municipalities. 

 With the new global recognition of the country’s position in the global 
BPO industry, government support for the industry is expected to continue 
and strengthened. Aside from giving incentives to BPOs and investors in digital 
infrastructure, the government also initiated campaigns to develop human capital, 
setting up training programs which specifically aimed at helping individuals find 
jobs in BPO companies. The government has also been candid in saying that this 



We, in the Zone (2)

M
od

er
n 

D
ay

 S
w

at
sh

op
s 

in
 th

e 
Se

rv
ic

e 
Se

ct
or

143

move included educating the young on the use of computers and the Internet for 
the next generation of IT-BPO workers.83

At the policy level, there have been at least two key pending measures 
which the government was pushing for legislation in an effort to help improve 
the competitiveness of the country’s BPO industry, the Data Privacy Law and the 
Anti-Cybercrime Law.The Data Protection Act (House Bill No. 3828) hinges on the 
principle that the nature of the BPO industry involves the handling of sensitive 
data, thus the need “to ensure the protection of the integrity and confidentiality 
of data from overseas clients.”84 It provides for the penalization of unauthorized 
processing of personal data with imprisonment from six to 12 years and a fine of 
P1 million to P3 million.

Meanwhile, the Anti-Cybercrime Prevention Act (House Bills 190, 3117, 1323) 
seeks to penalize cybercrimes and computer-related crimes with imprisonment and 
a fine ranging from P100,000 to P800,000. This is based on the policy thrust that 
the country should be seen as a secure and reliable location for BPO activities.85 As 
indicated in official pronouncements by President Aquino, the high regard for the 
BPO industry and the drive to further open up the sector to more industry players 
will remain unchanged under the new administration. In his speech in September 
2010 at the inauguration of a new facility of BPO giant Convergys, Aquino vowed 
to strengthen the country’s BPO sector “by reducing power costs, increasing 
power availability and upgrading technology.”86 He also committed to shorten the 
amount of time and paperwork necessary to start a business.

In the same event, he lauded the “stellar role” of the BPO sector in the economy, 
citing the thousands of jobs it created as well as the duties and taxes allegedly 
contributed by outsourcing companies. It should be noted, however, that the same 
incentives  granted to BPO investors under the previous administration  remain 
unchanged.The Technical Education and Skills Development Authority (TESDA) 
wants colleges and universities to improve their information communication 
technology (ICT) education curriculum to enable them to produce graduates that 
are competent and employable IT workers that it said are now much in demand by 
the local and foreign employers.

Unfortunately, the government’s support for the BPO industry has not been 
extended to thousands of BPO workers who carry all the hard work and risks related 
to the peculiar character of BPO work. Their rights as workers remain vulnerable 
to violations and are not fully promoted as the industry is notorganized and has 
not been unionized in general. As of now, after more than a decade of BPO’s 
establishment in the country, “they are voiceless in a voice industry,” according to 
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Professor Rene Ofreneo from the University of the Philippines School of Labor and 
Industrial Relations (UP SOLAIR).87

Finally, the House Bill 2592 or the “An Act Ensuring the Welfare and Protection 
of Business Process Outsourcing (BPO) Workers and the Recognition of their Rights 
as Provided for in the Labor Code of the Philippines”, was sponsored in the Philippine 
Congress by the party representing the youth sector, Kabataan Party List (Youth 
Party List). The bill is being circulated through a series of consultations by Kabataan 
Party List among BPO workers in various BPO hubs in the country while waiting to 
be filed in the legislative body. If passed, the bill seeks to promote and protect 
the rights of BPO workers, mostly belonging to the youth sector, by asserting the 
basic labour standards and institutionalizing additional benefits for BPO workers. 
The bill, according to Congressman Raymond Palatino, Representative of the 
Kabataan Party List, aims to address problems faced by BPO workers and pushes 
for mandatory regularization of all employees working for at least six months in a 
company, standardization of restroom breaks, and standardization of the medical 
check-up benefits for all workers. More importantly, the bill contains provisions, 
on the rights to organize and establish formations and unions, and asserting their 
right to due process in administrative proceedings.88 The campaign to support the 
passage of the bill is expected to propel interest among BPO workers to act in 
defending their rights and hopefully initiate grounds for organizing among them. 

CONCLUSION

The Philippine government and the Philippine Economic Zone Authority have 
been adept at bringing business process outsourcing firms and their operations 
inside the special economic zones in the country. The global trend in EPZs of shifting 
production towards the service sector from manufacturing in late 1990s signaled 
the dawn of the formation of modern day sweatshops in the service sector under 
BPOs. Part of the global outsourcing and offshoring of capital from industrialized 
countries to developing countries since 1980s has been the establishment of 
export processing zones in the receiving countries. EPZs served well as havens 
for foreign capital in developing countries, exploiting the domestic cheap and 
docile labor and raw materials, coupled with government policies that provide 
protection for foreign investments. With the same privileges and incentives 
given to manufacturing firms inside EPZs, the zones also serve as haven for BPO 
companies to flourish. 

But outside the government package for foreign investments including 
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financial incentives such as tax exemptions, tax holidays and infrastructure-
support that BPO firms receive as locators inside Special Economic Zones, BPO 
firms get more from non-financial packages that comes with the government 
program to entice foreign investments. Inside the zones, BPO firms can operate 
above Philippine laws, as Philippine laws do not automatically apply inside these 
Zones including implementation of labor laws.

EPZs in the Philippines are notorious for their unwritten “no union, no strike” 
policy, where workers are blatantly discouraged from forming and joining unions. 
According to the Solidarity of Cavite Workers (SCW), an organization of workers in 
Cavite Export Processing Zone (CEPZ), it has been a practice among companies in a 
zone to have a “black list” of names of workers who are active in forming unions. 
The list is updated and shared with all firms operating in the enclave and serves 
as reference when conducting background investigations of applicants during the 
pre-employment process. 

A similar situation prevails in BPO firms inside SEZs.  “Unionism is covertly 
and overtly discouraged, even forbidden, in the call center industry,”according to 
Ofreneo.89 As of 2010,  no union has been formed in any BPO firm, that confirms 
consistency with the “No union, No Strike” policy in EPZs. A number of BPO 
workers interviewed for this study shared that their employment contracts include 
provisions stating that they should not join or form any union, and part of the 
training for new employeesincludes discouraging them from joining or forming a 
union. 

Despite the fact that the right to freedom of association is clearly stated 
under the Philippine Labor Code, the government has been silent on this anti-
union practice among BPO firms in SEZ. The cheap labour policy indeed has been 
effectively paired with docile and unorganized labor for foreign investments. 

Since EILER conducted a study on working conditions among BPO workers 
three years ago, no substantial improvement in BPO workers working conditions has 
been seen. They are continuously exposed to labor rights violations, occupational 
health risks, declining wage rates, and high-stress work. 

The popular perception that BPO workers earn high income is a myth. Since 
the setting up of BPOs in the country, the basic salary of BPO workers has gradually 
decreased..  The successful establishments of IT hubs and SEZ throughout the 
various regions, resulting in greater supply of services,  havelower minimum wage 
rates compared to Metro Manila, and has resulted in downward pressure on all  
wage rates in the sector. Based on this study conducted, in the three selected IT 
hubs in three major islands in the country has shown that starting wage rates 
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range from Php 8,000 (US $ 183) to Php 10,000 (US$ 228) a month.90  Falling, 
fallen, comparatively speaking.

Based on information received from the 90 respondents in the three IT hubs 
where we conducted the survey, an average of 51 percent of all the respondents 
earned monthly wages ranging from P 10,000 to P 15,000 (US $229- $343). This 
wage rate is just around the current daily minimum wage rate in Metro Manila 
which is P 404 (US$9.24 a day). This is not sufficient to cover the government’s 
estimated daily cost of living for  2008, which was already reaching P 957 a day 
(US $ 23/day) or P 28,710 a month (US $657/month). The daily cost of living is the 
government’s estimate of the income needed for a family of six to have a decent 
living.  As real wages continue to decrease substantially through the years, wages 
could not cope with the rising inflation rate and absence of substantial wage 
increase granted to minimum wage earners. 

Aside from the low pay,  a majority of BPO workers are asked to work 
irregular and even erratic work schedules, increasing the stress of the job and 
making them more vulnerable to occupational health risks. Night work shift had 
altered the circadian rhythm of many workers. Numerous studies have also shown 
that night shift work could cause cancer among women workers.91 Most of BPO 
workers are young female workers between the ages of 20 and 30, and yet due to 
their erratic work schedules and acquired unhealthy habits (it has been a practice 
among BPO workers to de-stress by smoking and drinking after night shift work), 
most of them suffer from occupational-related diseases such as hypertension, 
frequentheadaches, and urinary tract infections.. Night shift work is prohibited 
among women workers according to the Philippine Labor Code. But BPO is one 
of the sectors that has obtained exemption from this provision. Recently, the 
Department of Labor and Employment released an Administrative Order allowing 
pregnant women workers to do night shift work. 

In terms of employment, the BPO industry has contributed to an increase 
in non-regular employment in non-agricultural sectors according to a Bureau of 
Labor and Employment Statistics Integrated Survey (BITS). Under the category 
of ‘Business Activities’ with 208,310 in year 2008. Under this, the probationary 
workers in call centers account for 42,426 of that total, casual workers 28,522, 
and contractual and project-based workers, 128,448.92 In the three surveys in the 
IT hubs, respondents said probationary workers are likely to be regularized after 
six months of employment. However, even after they are regularized, they do not 
have security of tenure. According to a focus group discussion with BPO workers 
in an IT hub in Metro Manila, the tenure of regular workers can be automatically 
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withdrawn once the BPO worker fails to meet certain performance  metrics.

BPO work is a highly stressful work. Stress comes from the workload, from the 
unreasonable metric valuations, and from irate customers. Performance targets are 
combined with tight rules and procedures enforced through electronic monitoring.  
They experience long working hours,  mandatory overtime and work on holidays. 
Restroom breaks are recorded by management against the productivity of each 
BPO worker. In some companies, the time taken for ‘biological breaks’ is deducted 
from working hours and as such is unpaid, with no consideration for the fact that 
workers sometimes need to queue for their turn in the restroom. Lunch breaks in 
some companies are also unpaid and broken into two 30-minute break. Tardiness 
is considered ‘grave misconduct’. Absenteeism, that is absence from work s 
without first informing management or popularly called “no call, no show” will 
receive a written warning and recorded as a first offense, a final warning comes 
after a  second offense, and a third offense will result in termination. According 
to respondents, absences are usually caused by work-induced stress and illnesses 
related to work. 

BPO companies also boast of the “best HR practices” and the existence of 
grievance handling for BPO workers integrated into their system. If a worker needs 
to raise a concern to the Human Resources Department of the company, they will 
be told to file the concern in the web portal of the company. Under this system, all 
grievance handling in outsourcing is globally monitored by head offices from their 
offshored sites. This system does not recognize the significance of the role of unions 
in grievance handling, where workers are open and can report their concerns 
without fear of losing their jobs. “Best HR practices” can never substitute for the 
role of unions in promoting and upholding workers rights inside the workplace. 

The recent ranking of the Philippines as No. 1 in BPO will further push the 
state to intensify its efforts in ensuring a favorable environment for foreign 
investment. Unfortunately, the promotion of workers rights in BPO industry will 
not be included on its priority list. Promotion and upholding of workers rights are 
not part of the model for a leader in the global BPO industry. The government has 
committed to come up with more policies to boost the country’s attractiveness 
to foreign investors. To the infrastructure support that was provided in the past, 
such as improvement of nationwide digital infrastructure and connectivity, it has 
added developing policies for establishing the legal and business environmentand 
developing highly skilled human capital in anticipation for the profusion of IT 
jobs.93 

In line with continuing the expansion and development of BPO in the 
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country, the Business Process Outsourcing Association in the Philippines (BPAP) 
has developed a five-year road map (2011-2016) for the country’s information 
technology and BPO sector, with the objective of building a $25-billion industry 
employing 1.3 million people.94 One of the main challenges for the BPO industry, 
according to major business players, is the lack of qualified job applicants. Thus, 
the government from the national to local levels has included retooling the 
educational system to address the increasing demand for English-proficient call 
center and BPO workers. 

The report of the IBM Global Location Trends put much emphasis on the role 
of cities and regions in the future global BPO landscape. It stated that cities and 
regions must increasingly optimize their support systems and infrastructures to 
meet the needs of business and people. Even political units, smaller than cities 
– such as towns, can optimize and market their infrastructure.95 In Cebu City, the 
municipal government has announced that it will allocate at least P2 million in 
government funds for an English program that will focus on conversational speech 
and other aspects of language to prepare students for the BPO world. A separate 
English class would be conducted every day after regular classes and will be 
offered as a voluntary subject. Public school English teachers will be trained by 
leading BPO companies in Cebu City.96 

Aside from this, ithe city has also completed the installation of Domestic Fiber 
Optic Network (DFON) Loop 4 that is certain to enhance the city as destination 
for BPO. Lastly, real estate is also expected to boom in this city, as expansion and 
construction for new business offices will rise in the next years. This would entail 
the speedy resolution of the land conflict between Asia IT Town and the local 
community if  it is to carry out its plan to expand the IT park to the residential 
areas. With the local government fully supporting the BPO industry, the community 
residents’ fight for their rights to the land would gain no support from the local 
officials. 

With the government and business working together to ensure that the 
Philippines remains at the top  of the global BPO industry, the government is not 
really veering away from its export-oriented and import-dependent development 
program for the country. With the BPO as its sunshine industry, the government 
continues to emphasize the service sector over the agriculture and industrial 
sectors of the economy and reduce its draw further away from an economic 
development model with genuine agrarian reform and the promotion of national 
industries, economic policies that are in  the interest of the majority of the Filipino 
people.
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