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Pr ef ace

To carry out our information exchange, the Department of Science and
Technology i Metals Industry Research and Development Center (DOST-MIRDC),
through the Technology Diffusion Division T Technology Information and Promotion
Section (TDD-TIPS), engages in the conduct of industry studies and circulates
publications relevant to the metals, engineering, and allied industries.

The industry study in 2019 focused on the metal stamping industry. The metal
stamping industry is vital in addressing the Philippine national goal towards
industrialization, particularly in the automotive, food/agriculture, and semiconductor

sectors. The met a | stamping industry is a reflecti
industrial production, and it is an opportune time to know the current condition of the
industry t o align t he governmentos pol i ci

productivity and better business opportunities.

The industry study presents the overall profile of the metal stamping industry in
the Philippines. Itincludes an assessment of the internal and external factors affecting
the industry as experienced by the industry players. It also features assessment and
evaluation strategies that could provide valuable insights for the metal stamping
c o0 mp a n traeegicdplarming and investment decisions. Other government agencies
can utilize the data of the study in formulating programs, projects, and activities (PPAS)
to meet the requirements of the metal stamping industry in promoting a stable national
economy.

On behalf of the DOST-MIRDC, | proudly presentthe i The Ph

il
Stamping Industry at the Crossroad of Tradition and Moderniz at i on: A

ROBERT O. DIZON
Executive Director, DOST-MIRDC
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1.l NTRRQWCTI ON

1.1. Background

The metal stamping industry has been around since 561-546 BC, with the
introduction of the earliest industrially produced coins by the Lydian in what is now
modern Turkey [1]. The metal stamping process was confined to coin minting until a
German bicycle manufacturer used the process in 1890. Before 1890, manufacturers
relied mainly on forging and die-casting for metal parts production. With the metal
stamping process, manufacturers were given a faster and cheaper option for metal
parts fabrication [2]. Requirements to perform the metal stamping process include
stamping presses, and stamping dies to produce high volume fabricated metal parts
[3]. The metal stamping process has changed over time from manual to mechanical
t o t oday t@danddigitalb ma

The Philippine metal stamping industry has existed since the introduction of the
American industrial system during the early stage of American colonization in the
Philippines. Some of the press machines that exist today are remnants of this period.
Metal stamping companies in the Philippines managed to adapt to the new trends of
technological development. They upgraded their production by acquiring machines
and equipment with considerable tonnage and improved their process by cutting down
the per work piece cycling time to a minimum.

Unfortunately, some metal stamping companies seemed to be left out in the
technological and process improvement competition. These issues and concerns
necessitated the DOST i Metal Industry Research and Development Center (DOST-
MIRDC) to conduct an industry study of the metal stamping industry in 2019.

1.2. Obijectives of the Study

Generally, this study aims to determine the present status of the metalworking
industry focusing on the metal stamping companies through their general, industrial,
market, and technical profile that can be used as a planning and programming tool to
promote the development of the industry.

Specifically, the study aims to accomplish the following:
1. To determine the present condition of the industry in terms of its general,
technical, financial, market, and workforce capabilities profile;
2. To provide a Strengths, Weaknesses, Opportunities, and Threat
(SWOQOT) analysis of the industry;

8| Page



3.To determine the industryosstmwoxngher nal

PESTEL analysis; and

4. To present an industry competitivenessanal ysi s t hrough

forces model.

1.3. Methodology

This industry study utilized a convergent parallel mixed-method research
design (see Figure 1) [4]. A survey questionnaire was designed to produce quantitative
data on the general profile, market profile, technical profile, business perceptions,
expectations, and plans of the respondent metal stamping companies. Qualitative
responses were incorporated in the survey questionnaire to identify the problems
encountered, issues, concerns, strengths, opportunities, weaknesses, and threats of
the metal stamping industry. The questionnaire was validated and approved by the
Philippine Statistics Authority (PSA) with PSA Approval No. MIRDC i 1920 with
validity until March 31, 2020. The PSA also granted the DOST-MIRDC clearance to
survey the metals industry-metal stamping sector in a press release dated March 29,
2019, with reference number 2019-045 (see Annex A). While administering the survey,
the industry study team concurrently conducted an on-site interview to gather data for
P o r t Kve Bosces and PESTLE analysis.

Respondents were identified through the use of lists of previous
shops/companies from the Philippine Metal Stamping Sector Study 2013, identified
companies of the Philippine Economic Zone Authority (PEZA), and registered
companies under the Department of Trade and Industry (DTI). Other sources
considered were the files of the Business Permit and Licensing Office (BPLO) from
the Local Government Units (LGUs) and internet searching.

The study aimed to get at least 80% of the total population of identified local
metal stamping companies in the regions included in the survey to obtain reliable data
on its current status. The industry study team identified 109 potential respondent
companies. Due to limited time and accessibility issues, the industry study team was
able to survey 94 metal stamping companies only. The list of companies who
participated in this study is presented in Annex B.

The DOST-MIRDC survey team conducted data gathering with the use of the
survey questionnaire parallel with an interview (see Annex C) from April 29, 2019, to
October 25, 2019. Survey results were collated and encoded to produce tabular and
graphical data. Interview results were processed to produce anecdotal and coded
data.

The data produced were compared and related. The researchers conducted a

focus group discussion (FGD) (see Annex D) on October 15, 2019, to verify the data
gathered and to collect additional inputs from the participants.

9| Page
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Administration of the Survey

Interview for Porter's &
forces and PESTLE Analysis
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Questionnaire

-

Compare and/or Relate
Qualitative from Quantitative

y

L

Focus Group Discussion
Review of Qualitative and
Quantitative Results

Interpretation of Qualitative and
Quantitative Results

Figure 1. ConvergentParallel Mixed Method Research Design




2.1l NDUSTRY PROFI LE

2.1. Geographical Distribution

Business location has a significant relation with the success of the business [5].
The locations of most metal stamping companies are in the metropolitan areas and
economic zones of the Philippines (See Figure 2). These sites give the metal stamping
companies access to ports and other means of transportation, numerous options of
raw material suppliers, and closer distance to primary metal stamping clients.

There are companies located in the adjacent provinces of Metro Manila, such
as Bulacan and Rizal. These locations pose longer transportation hours but offer
lower operational expenses in terms of rent and labor costs.

Las Pifias City[ill 1
Taguig City |l 1
Parariaque City [l 1
Pasig City Il 2
Pasay City Il 2
Marikina City [l 3
Malabon City Il 3
City of Manila Il 3
Quezon City Il 3
Caloocan City IIIIENEGNE 4
Mandaluyong City NG
Bulacan GGG
Batangas [ 2
Rizal [ 4
Cavite N 18
Laguna " 21
Cebu N 12

0 5 10 15 20 25
Number of Companies

Location
1 NCR

IV-A

Vil

Figure 2. Business Location of Metal Stamping Companies
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2.2. Status of Business Location

There are certain advantages and disadvantages to consider when deciding to
either rent or own the business location. Leasing business space improves the
profitability of companies but increases the corporate risk accordingly [6]. For large or
established businesses, owning the business location eliminates the leasing cost to
the operating expenses, which in time saves the company a considerable amount of
money. Some micro- and small-sized metal stamping enterprises do not have enough
capital to purchase their business space and would resort to renting to ensure the
liquidity of their capital.

The majority of the metal stamping companies in the Philippines owned their
business location, as reflected in Figure 3, because most are already established and
have been operating for a long time.

34, 36%

m Owned

Renting

Figure 3. Status of Business Location

PEZA-located companies are usually on a long-term lease agreement for not
more than 50 years and renewable once for another 25 years for companies wholly
owned or controlled by aliens. For companies owned by Filipino citizens, they have
the option to purchase the land [7].

Table 1. Status of Business Location per Capitalization

Category of Business in terms of Grand
Capital Owned Renting| Total
Large 10 5 15
Medium 24 13 37
Small 19 12 31
Micro 7 4 11
Grand Total 60 34 94
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The majority of the small and micro-enterprise also opted to operate their
business in the space they owned, as reflected in Table 1. Most of the business
locations are within their residential areas to save on rent expenses. Establishments
who engaged on a short-term lease of business space have experienced the burden
of relocating their shops. The cost of transporting their machines and equipment from
one location to another is very high because it requires heavy equipment to lift and
transfer them.

2.3. Yar Established

Some stamping companies are time tested in terms of their production and
relevance, as seen in Figure 4. The Philip
investors with the establishment of PEZA on February 21, 1995 and opening of export
processing zones in different areas of the country paved the way for the establishment
of more stamping companies from the 1990s to present. The majority of the metal
stamping companies are not PEZA-located, but a good number of these companies
are feeders of parts, dies, and tooling of PEZA-registered corporations.

Year Established
35
30
30 27
25
20
14
15
9

10 8

5 3

1 2
0
1900 1950 1960 1970 1980 1990 2000 2010

Figure 4. Year of Establishment ofRespondent Metal Stamping Companies

2.4. Form of Business Organization

Most metal stamping companies in the country are corporations, as seen in
Figure 5, because high capitalization is required for the acquisition of machines and
equipment. Most single proprietorship metal stamping shops have limited stamping
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machines which are commonly used for production of parts needed to fabricate their
major products such as kitchen equipment, water tanks, toys, and souvenirs.

11

= Corporation
Stock Corporation
= Single Proprietorship
= Government Corporation

Partnership

Figure 5. Form of Business Organization

2.5. Type of Economic Organizatiand Busines Activity

The type of economic organization and type of business activity reflect the
nature of the establishment visited during the survey. Majority of the establishments
visited are metal stamping plant site which is also the location of their main office (refer
to Figure 6). Majority or 74 of the respondent companies are independent entity, 10
are parent company, and 10 are subsidiaries of larger business organization as
reflected in Figure 7.

Type of Economic Organization

6 1

= Establishment and main office
Single Establishment
= Main Office

= Branch

Figure 6. Type of Economic Oganization
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= Independent
Parent Company

= Subsidiary

Figure 7. Type of Business Activity

2.6. Die Fabrication and Supply

Die fabrication is an integral part of the metal stamping process. Stamping is a
method of cold working for sheet metal to a prescribed size and shape by means of a
die and press [8]. The cost of die production affects the price of the metal stamped
parts.

The higher the life cycle of tools and dies, the lower the cost of producing metal
stamped parts. In Figure 8, it is apparent that the majority or 64 of the respondent
metal stamping companies are capable of fabricating their dies. Metal stamping
companies shared that knowledge in tool and die making is key in parts fabrication
costings. Process steps can be minimized with the production of proper tool and die,
thereby lowering the per piece cost of metal stamped parts in the process. They
referred to this as value analysis 7 value engineering (VAVE) skills.

= Yes

No

Figure 8. SelfFabrication of Die
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Among the respondent companies, 30 firms outsourced the fabrication of their
dies. It is more cost-efficient for these metal stamping companies to outsource the
manufacturing of tool and die instead of maintaining a tool and die fabrication unit.
Quiality dies usually last a long time and can endure hundreds of thousands of press
cycles (see figure 9 for the life cycle of tool and die). Some companies reported that
they have been using the same die since the establishment of their company
decades ago.

Manufacture
Optimization

Utilization

Parts Production

Maintenance

Logistics

Disposal/ Recycling

Provision of Spare Parts Recycling

Figure 9. Detailed Life Cycle of Tool and Die [9]

2.7. Classification based on Capitalization and Number of Employees

In the early years of the metal stamping industry, large companies require a
large labor force to produce volume stamped parts. It is predicted that robotics as
transfer devices would replace human labor in the metal stamping industry [10]. As
observed by the research team, such an advanced metal stamping process is very
limited in the Philippines as of the present. Though, it can be noted in Table 2 that
there are companies categorized as large based on capitalization with a minimal labor
force. The decrease in the labor force is not due to robotics because most of the
processes employed by the respondent metal stamping companies are short-run
stamping operations [10], which still require human intervention in production. The
reduction of labor can be accounted to the introduction of modern equipment such as
CNC laser cutting machine and the improvement in the process most commonly
referred to by respondentsas 6 k ai zen [ 11] . 6
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Table 2. Metal Stamping Companies based on Capitalization and Number of Employees

Category based on

Category based on Number of

Capitalization Employees Frequency
Large (200 or mope 8
" 100535%800 g | Medium (100199) 5
above) Small (1809) 2
Total 15
Large (200 or more) 5
Medium Medium (100199) 6
(P15000,001- Small (1€99) 25
P10Q000,000) Micro (1-9) 1
Total 37
Small Small (1699) 30
(P3000,001- Micro (1-9) 1
P15000,000) Total 31
Micro Small (109) 4
(P3000,000 or less) |-Micro (1:9) /
Total 11
Grand Total 94
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. TECHNI CAL PROFI LE

3.1. Equipment

Stamping equipment produces various quantities of shaped metals from pieces
of sheets in closed dies. Table 3 shows the various stamping equipment used by the
respondents of this study. There are three types of press machines: mechanical press,
hydraulic press, and the hydro-pneumatic press. The most common stamping
equipment is the mechanical press. Other stamping machines cited by the
respondents are press machine (in general), press brake, and metal stamping
machines. Tool and die facilities include CAD-CAM, CNC Lathes, die-cut machines,
CNC milling, and EDM. Other stamping-related devices include riveting machines,
laser machines, shearing machines, and milling machines. Quality control instruments
used are caliper, micrometer, and height gauge.

Mechanical Press

This stamping equipment utilizes
the vertical weight of the pressing die to
impress into the surface of the pressed
sheet (see picture on the right). The most
frequently used capacity range of
mechanical press is from 50 to less than
300 tons as reflected in Table 4 with 164
units.

Mechanical Press Machine Sample
(Source: https://bit.ly/2Q42uhz)
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Hydraulic Press Machine Sample
(Source: https://bit.ly/339j5pJ)

Hydro-pneumatic press

This type of press machine uses
the combination of hydraulic and
pneumatic forces of the pressing die to
impress the shape at the metal mold (see
picture on the right). The same capacity
range also for 133 units of hydro-
pneumatic press with capacity range of
50 to less than 300 tons.
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Hydraulic Press

This type of stamping machine
uses hydraulic cylinder to create a
compressive force to shape the pressed
metal sheet (see picture on the left). The
same capacity range is true for 21 units
of hydraulic press, the range 50 to less
than 300 tons.

Hydro-Pneumatic Press Machine Sample
(Source: https://bit.ly/2IE56ih)



Table 3. Distribution of Equipment Utilized by Stamping Respondents by Acquisition, Current
Status and Type of Acquisition

Current Condition Acquisition Status
. Workin Non- Locall Imported
Type Of. Stamping Quantity ’ working Produ?:/ed i
Equipment
New Second New Second
Hand Hand
Mechanical Press 389 270 14 96 177 0 0
Hydraulic Press 57 48 2 6 29 2 8
Hydro-Pneumatic 66 50 3 37 13 3 0
Metal Stamping
Machine 70 70 0 65 5 0 0
Press Machine 162 160 2 123 37 1 1
Riveting Machine/EDM 5 4 0 2 0 0 1
Press Brake 15 14 1 11 1 3
Sheet Metal Stamping
Die (Die Cut Machine) 2 2 0 2 0 0 0
CAD-CAM 1 0 0 0 0 0 0
CNC Lathe 28 27 0 23 0 1 2
CNC Milling 0 1 0 0 0 0 1
Electric Discharge 1 0 0 0 0 0 0
Machines
Laser Machine 2 1 0 1 0 0 0
Shearing Machine 17 12 0 4 4 4 0
Milling machines 2
Caliper, Micrometer, 50 30 0 4 0 26 0
Height Gauge)

Table 4. Distribution of Capacity Range of Major Stamping Equipment

Mechanical Hydraulic Hydro-
Equipment Press Press Pneumatic Press

Quantity (No. of Units) 389 57 66
Capacity Range

600T and above 13 9 0

300T to less than 600T 35 14 0

50T to less than 300T 164 21 133

less than 50T 106 1 15

no capacity given 71 12 3
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3.2. Manufacturing Procsses

The processes employed by the stamping companies are as follows: Piercing
and punching are the same, and usually combined with blanking. Pierce-and-blank is
the process of simultaneous parts manufacturing. Piercing is the most common
process. Forming is a process where metal is pushed and stretched to form a closed
elongation, runs second with 55 responses while blanking followed with counts of 38.

Punching/Piercing 68
Forming

Blanking

Drawing

Embossing

Progressive Stamping

Compound Dies 30

Categories of Dies

Sizing
Bending
Coining
Others

0 10 20 30 40 50 60 70 80
Number of Companies

Figure 10a. Type of Dies Used

After blanking is drawing, which is a process where a blank-sheet metal is held
at the edges, with the same count, 38. Then the middle section is pressed by a punch
into a die to stretch the sheet into a cup-shaped drawn part. Embossing, progressive
dies, compound dies, sizing, bending, and coining are also used. Other stamping
processes employed include extruding, bulging, compression dies, forming, and
savaging.

3.3. Other Metalworking Processes Employed by Stamping
Companies

The most common partners of stamping employed by the respondents are the welding,
machining, and die and mold. The welding process joins metals through the use of
filler or welding rods while the machining process produces parts through turning,
grinding, milling, and boring. Figure 10b shows the number of stamping companies by
metalworking processes employed. As shown, the two major metalworking processes
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utilized by respondent companies are welding and machining. The die and mold
process is commonly employed as it produces dies used by the stamping companies
to stamp massively. Other methods are surface finishing or electroplating, heat
treatment, forging, and metalcasting.

Metalcasting ‘I 2
Forging ‘I 3

Heat Treatment ‘. 6
Electroplating ‘- 15

0 10 20 30 40 50 60 70 80 90
Number of Companies

Metalworking Processes

Figure 10b.Other Metalworking Processes Employeby
Stamping Companies

Table 6 displays the total volume of raw materials used by stamping companies
for 2018. There were 71 responses when asked where these were sourced: 11
answered imported; 35 chose local; 3 have both local and imported.

Table 5. Total Volume of Raw Materials Used by Stamping Companies

Raw Materials No. of Kgs/Year Total Volume
Local Imported

Sheet Metal 385,308.99 1,680,300.00 2,065,608.99
Aluminum 349,927.69 48,027.46 397,955.99
Stainless Steel 44,636.09 254,016.92 298,653.01
Cold Rolled Steel (CRS) 94,300.39 128,575.55 222,875.94
Galvanized Iron (Gl) Sheet | 205,437.73 50.00 205,487.73
Copper 773.06 510.29 1,283.35
Plastics 1,182.00 319.13 1,501.13
Rubber 12,350 24.00 12,374.00
Hot Rolled Steel, special 145,782.85 0 145,782.85
steel, tool steel
Others (brass, bronze) 4,950.00 2,002.20 6,952.20
Total 1,245,660.80 | 2,113,825.55 3,358,474.99
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Figure 11 shows the number of metal stamping companies based on the type
of raw materials they used for the year 2018. Commonly used raw materials are metal
sheets, stainless steel, cold-rolled steel, galvanized iron sheets, and aluminum. Others
include bronze, brass, and black iron sheets.

[%2)
]
<
&
)
o .
|2‘ Plastic Sheet- 6

Hot Rolled Steel- 5

Rubber Sheet- 5
0 5 10 15 20 25 30 35 40
Number of Companies

Note: multiple responses
Figure 11. Distribution of Stamping Companies by Type of Raw
Materials Utilized

3.4. Quality Requirements ohé Customers

Customers are companies or individuals that purchase goods and services from
other companies or individuals. Quality requirements are defined by the customers
and should be strictly met by the stamping companies. These requirements are
necessary to improve the quality of the products and services. Concerning the quality
requirements of metal stamped parts, all respondent metal stamping companies
replied that specific dimensions or measurements are the requirements of their clients,
as seen in Figure 12. Addressing this requirement calls for precision tooling and dies.
Some clients also require physical, mechanical, and hardness tests, but these can be
augmented by the quality of raw materials and certification from suppliers.
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Figure 12. Quality Requirements of Clients

Table 7 shows the problem in production commonly experienced by the metal
stamping companies. Among the top problems of the stamping industry are human
resource, materials, and equipment. The attrition of skilled workers has been a
problem of the metals industry for some time. The prospect of higher pay earned from
overseas work seems to be too irresistible for Filipino skilled workers. The varying
guality of raw materials is also a concern because the quality of stamped parts
depends much on the quality of raw materials. The composition of raw materials
affects the rate of defects or rejections. Downtime of equipment due to breakdown is
also a problem to some metal stamping companies. Second-hand press machines
need constant maintenance to perform well.

Table 6. Problems in Production

Quality
Utilization Control /
Human Rate of Shop Quality
Region Resource| Materials | Equipment | Safety | Equipment | LayOut | Assurance| Utilities
" 2 4 1
IV-A 12 16 7 3 3 1 2 2
NCR 9 7 6 4 2 2 1 1
VI 11 1 1 1
Grand Total 34 27 14 8 5 5 3 3
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4 MARKET PROFI LE

4.1. Sector Served by the Stamping Industry

The primary sectors being served by the Philippine metal-stamping-industry are
the automotive or transport sector, the metalworking sector, and the semiconductor or
electronic sector, as shown in Figure 13. The sales of vehicles in the Philippine is
continuously increasing as featured in Figure 14. Even with the signing of RA10963
or the TRAIN law, which dramatically increased the taxes imposed on motorized
vehicles, the sale of cars and other means of transport, though slow, is still improving
[12]. These sectors fuel the demand for metal stamped parts in the Philippines.

Automotive/Transport 49

Metalworking 26

Semicon/Electronics 25

Food,Agriculture

Industrial Machinery

Sectors

Gifts/Toys/Houseware 12

\‘I

Construction

Electrical/Airconditioning - 7
Others - 6

Packaging/Signagel 2

10 20 30 40 50 60
Number of Companies

o

Note: multiple responses

Figure 13. Sector Served by the Stamping Industry
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Figure 14. Vehicle Sales in the Philippines [12]

4.2. Employees and Production

The respondent metal stamping companies categorized as medium in terms of
capitalization are 37, and small is 31 for a total of 68 out of 94 metal stamping
companies in this study (see Table 8). By the number of existing shops, the medium
and small capitalization metal stamping companies dominate the Philippine market,
and the data on the total cost of production in Table 9 shows that medium and small
capitalization companies are controlling about 47% of the total production from 2016
to 2018. The data in Table 8 on the total number of employees provide another
perspective, the number of employees by large companies in terms of capitalization
outnumbers that of the medium and small capitalization companies combined. The
average number of employees per company shows that large-capitalization
enterprises have an average of 406 employees, while medium-capitalization
enterprises have an average of 98. The 2018 average per plant production of large-
capitalization enterprises is P375M. The medium and small capitalization enterprises
2018 average per plant production is P102M and P17M, respectively (see Table 10).
This data suggested that the large capitalization metal stamping companies in the
Philippines are operating on a different level. It was shared by the respondents that
when clients require consistent high-volume production they usually turn to large
capitalization metal stamping companies because they have the capabilities in terms
of machines and equipment.

26| Page



Table 7. Average Number of Employees per Capitalization

Category based on Capitalization and Number of Total Number of AverageNumber of
Number of Employees Companies Employees Employees
Large (P100000000 and above) 15 6083 406
Large (200 or more) 5451 681
Medium (100199) 570 114
Small (1699) 62 31
Medium (P15000001 P100000000) 37 3639 98
Large (200 or more) 1511 302
Medium (100199) 711 119
Micro (1-9) 8 8
Small (1699) 25 1409 56
Small (P3000001P1500000) 31 823 27
Micro (1-9) 1 8 8
Small (1699) 30 815 27
Micro (P3000000 or less) 11 202 18
Micro (1-9) 25 4
Small (1699) 177 44
Grand Total 94 10747 114
Table 8. Total Production per Capitalization
Actual Number | Sum o0f2016 Total | Sum of 2017 Total | Sum of 208 Total
Row Labels of Responses | Production Production Production
;ggg\llee)(moooooooo and 6 2,046,983,537 2,204,673,458 2,253,999,545
gﬂfgga?o(opolc;s)oooom 30 2,811,848,721 3,020,369,667 3,069,452,839
Small(P3000001 P1500000) 26 448,027,833 451,479,070 454,206,433
Micro (P3000000r less) 8 34,600,000 36,880,000 33,500,000
Grand Total 70 5341460091 5713402195 5811158817
Table 9. Average of Total Productionper Capitalization
Actual Average of 2016
Number of Total Averageof 2017 Average of 2018
Row Labels Responses Production Total Production Total Production
Large (P100000000 and above) 6 341,163,923 367,445,576 375,666,591
Medium (P15000001P100000000) 30 93,728,291 100,678,989 102,315,095
Small (P3000001P1500000) 26 17,231,840 17,364,580 17,469,478
Micro (P3000000 or less) 8 4,325,000 4,610,000 4,187,500
Grand Total = 76306573 81620031 83016555
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4.3. Level of Competition

Competition in the target market is considered very high to moderate for most
of the respondent metal stamping companies, as seen in Figure 15. For micro, small,
and medium enterprise (MSMES) metal stamping companies, maintaining their clients
is not a problem, especially if those clients have been with them for a very long time.
The MSMEs metal stamping companies can deliver high-quality precision parts though
they have limitations in terms of volume production. The problem of the MSMEs is
capturing new markets and clients. They perceived that the current playing field is
already saturated, as seen in Table 11. For large metal stamping companies, other
smaller industry players are not a threat in their current productions and clients
because, at the moment, they are the only ones capable of delivering both the quality
and volume requirements of their clients.

Moderate Competition 28
Slight Competition 18

No Competition at All 8

Extreme Competition - 4

0 5 10 15 20 25 30 35 40
Number of Stamping Companies

Level of Competition

Figure 15. Level of Competition in the Target Market

Table 10. Level of Competition in the Target Market per Capitalization

LEVEL OF COMPETITION
Category in terms of | g competition Slight Moderate Very High Extreme | Grand
Capitalization at Al Conpetition | Competition | Competition | Competition | Total
Large (P100000000 and
above) 3 5 4 4 0 16
Medium (P15000001
P100000000) 4 6 8 16 2 36
Small (P3000001
P1500000) 6 12 12 0 31
Micro (P3000000 or less) 0 4 4 2 11
Grand Total 8 18 28 36 94
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4.4, Production from 2016 to 2018

The cost of total production for the metal stamping industry is increasing from
2016 to 2018, as shown in Figure 16. When the result on total production is plotted
per region, it shows that the region with the highest production output is Region 3,
followed closely by Region 4A, as seen in Figure 17. MSMESs in the NCR and Region
7 are usually located within the city and cannot have a maximum production of
stamped parts due to the noise created by the press machines. They often have a
specific time of production so as not to disturb residential areas around the vicinity of
their shops. In comparison, shops in Regions 3 and 4A are usually located within
economic zones, or they have an operation plant with large land areas. With this ideal
condition, the noise received by the adjacent communities is minimized, allowing them
to conduct 24 hours of production when they are rushing for volume job orders.

5.90
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@ 5:80 571
A 570
S
® 5.60
)
= 550 m Sum of 2016 Total Production
m
£ 5.40 5.34 m Sum of 2017 Total Production
% 5.30 = Sum of 2018 Total Production
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Figure 16. Total Production from 2016 to 2018
180 166 161
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S 100
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< 40 28 29 29
> 2 16 16 19
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Figure 17. Total Production from 2016 to 218 per Region
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4.5. Future Business Outlook

The majority of the respondent metal stamping companies are optimistic in the
condition of the current stamped parts market and the economic status of the country
as a whole (see Table 12) because they have uninterrupted production at the moment

and job orders are stable.

Table 11. Perception on the Condition of the Current Stamped Parts Market

Region Dependson| 52 y Qii | Optimistic | Pessimistic| (blank) | Grand Total
" 0 0 7 0 0 7
IV-A 3 0 36 2 4 45
NCR 3 2 19 2 4 30
Vi 0 2 9 1 0 12
Grand Total 6 4 71 5 8 94

The majority of them are even planning to increase their current production,
business condition, average selling price, and the number of people in 2019 and for
the next five years (see Table 13 and Table 14). Respondent companies shared that
they are expecting more productions in the future. They said that some discontinued

job orders are now being negotiated for fabrication once again.

This condition is

evident for metal stamping companies involved in the relaunching of some AUV

models.

Table 12. Expectations for the Current Year (January 1i December 312019)

Expectations for the Current Year (Januarg December 31, 2019)

Expectations Production Export Import Busim_ass A\_/erage_ Number of
Order Order Condition | Selling Price] People
Increase 64 9 22 58 60 53
Decrease 10 2 6 12 10 13
No Change 20 83 66 24 24 28
Grand Total 94 94 94 94 94 94
Table 13. Future Action for the Next 5 Years (20202024)
Future Action for the Next 5 Years (2020024)
Expectations Production Export Import Business Average | Number of
Order Order Condition | Sellng Price People
Increase 77 73 73 67 68 66
Decrease 4 21 21 4 6 7
No Change 13 0 0 23 20 21
Grand Total 94 94 94 94 94 94

Though only a handful of the metal stamping companies have plans to establish
additional plant sites, most of them are convinced that they are capable of developing
another production line within the next five years (see Table 15).
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Table 14. Plans for Future Expansion

for the Current Year (Januaryd Future Action for the Next 5 Years
December 31, 2019)
Plans Expansion of Expansion of
Plan toBranch Out P . . Plan to Branch Out P ) .
Production Line Production Line

With 6 72 13 86
Without 88 22 81 8
Grand Total 94 94 94 94

4.6. Engagement in Exportation

Most of the metal stamped parts are not being exported, as reflected in Figure
18. The metal stamping companies support the automotive, metalworking, and other
industries in the Philippines. These industries assemble their products in the country
for local and foreign markets. Metal stamping companies in the Philippines can be
considered indirect exporters. Indirect exporters or value-added exporters are
manufacturers who export through international wholesalers, whereby a substantial
portion of global trade is facilitated by intermediaries [13]. Those that are engaged in
direct exportation are highly specialized metal stamped parts manufacturers such as
vintage automotive parts and patented parts in the case of firearms and ammunition.

21

Figure 18. Engagement in Exportation

4.7. Imports and Exports Status

Table 16 shows the value and volume of imports relative to stamping from the
top 10 performing countries. By volume, China dominates the market with 3.9M kg.
of stamped products followed by Japan with 1.4M kg. By value, Japan stamped
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products hold the top rank with US$9.76M, followed by China with US$1.04M. This
data illustrates that Japanese stamped products though lesser in weight, hold more

val ue i n

terms of cost

contrary

t o

also revealed that in the cost to weight ratio, China has the lowest cost among the top-
performing countries with US$0.27 per kilogram of stamped products. These figures
confirm the observations shared by the respondent metal stamping companies that
low cost stamped products from China flood the Philippine market.

Table 15. Value and Volume of Philippine Imports for 2018

Gross Kilo CIF Value Cost/Kg

Rank | Top 10 Performing Countrieg (in Kg) (in USD) (in USD)
1| JAPAN 1,414,989.67 9,765,074.00 6.90
2 | PEOPLE'S REPUBLIC OF C 3,906,533.53 1,042,665.00 0.27
3 | UNITED STATES OF AMERI 95,840.87 794,080.00 8.29
4 | SINGAPORE 410,545.84 631,963.00 1.54
5| HONG KONG, CHINA 150,979.96 279,272.00 1.85
6 | GERMANY 114,485.82 257,423.00 2.25
7 | MALAYSIA 146,127.31 225,242.00 1.54
8 | REPUBLIC OF KOREA 320,317.11 218,735.00 0.68
9 | TAIWAN (REP. OF CHINA) 463,649.58 173,482.00 0.37
10 | THAILAND 123,465.21 144,300.00 1.17

Source: Foreign Trade Statistics of the Philippines, PSA

Among the top import products relative to stamping are dies for drawing or
extruding metal, interchangeable tools, and tools for drilling, among others (see tables
17). This data reflected the need to improve the technological and production
capabilities of the Philippine tool and die makers.

Table 16. Philippine Imports of Stamping, by Product Type 2018

Chta nad s

Rank Top 10 Commodities Gross Kilo (in Kg) CIF Valugin USD)
1 | - Dies for drawing or extruding metal 375,210.91 5,678,169.00
2 | - Other nterchangeable tools 2,109,012.35 3,752,183.00
3 | - Tools for drilling, other than for rock drilling 1,787,749.58 1,669,661.00
4 | Rock drilling or earth borinmols 648,116.30 867,810.00
5 | - - Electrically operated 1,300,024.14 576,806.00
6 | - Tools br pressing, stamping or punching 326,536.14 416,265.00
7 | - Tools for tapping or threading 278,089.82 381,769.00
8 | - - - Electrically operated 586,944.91 333,476.00
9 | - Tools for milling 68,033.46 251,822.00

10 | - - With working part of cermets 95,394.84 137,006.00

Source: Foreign Trade Statistics of the Philippines, PSA
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The top export destination of Philippine stamped parts, and other stamping
related products are the United States of America, with US$3.4M worth of products
and Japan with US$2.1M (see Table 18). It can also be observed that Thailand has

the highest cost per kilogram of export.

The top commodities for export are

interchangeable tools, tools for press, stamping or punching, and electrically operated
tools and equipment (see Table 19).

Table 17. Value and Volume of Philippine Exports for 2018

Gross Kilo FOB Value Cost/Kg

Rank | Top 10 Performing Countries (in Kg) (in USD) (in USD)
1| UNITED STATES OF AMERIC 255,964.71 3,372,505.00 13.18
2 | JAPAN 221,011.9 2,095,153.00 9.48
3 | SINGAPORE 9710.95 554,604.00 57.11
4 | AUSTRALIA 7909.44 342,197.00 43.26
5| CANADA 30,436.00 340,794.00 11.20
6 | BELGIUM 30,430.00 333,841.00 10.97
7 | TAIWAN (REP. OF CHINA) 19,153.72 129,859.00 6.78
8 | REPUBLIC OF KOREA 17,286.04 129,114.00 7.47
9 | UK OF GREAT BRITAIN AND N. IRE 5,248.00 71,720.00 13.67
10 | THAILAND 378.57 38,254.00 101.05

Source: Foreign Trade Statistics of the Philippines, PSA

Table 18. Philippine Exports of Stamping, by Product Type 2018

Rank Top 10 Commodities Gross Kilo (in Kg FOB Value (in USL
1| - Other interchangeable tools 436,071.46 5,504,401.00
2 | - Tools for pressing, stamping or punching 280,594.73 2,611,176.00
3 | - - Electrically operated 73,620.00 566,562.00
4 | - Tools for boring or broaching 339.66 279,654.00
5 | Rock drilling or earth boring tools 5,914.00 229,640.00
6 | - Dies for drawing or extruding metal 3,048.90 190,459.00
7 | - Tools for drilling, other than for rock drillin 18,100.62 168,966.00
8 | Diamond dill bits 18.00 9,604.00
9 | - - With working part of cermets 227.43 9,421.00

10 | - Toolsfor milling 9.97 6,972.00
Total 817,944.77 9,576,855.00

Source: Foreign Trade Statistics of the Philippines, PSA
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Import and export data illustrated in Figure 19 showed that operations and
outputs of the stamping industry in the Philippines are steadily rising from 2015 to 2017
but took a nosedive in 2018. The only significant change in the business environment
factors is the implementation of the TRAIN law. It is observable from the data that the
Philippine stamping industry is still import-dependent, but somehow, it is exerting an
effort to balance the trading system.
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Figure 19. Philippine Import and Export of Stamping Related Commodities for 2015 to 2018
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5, SWORAnNnal ysi s

Strengths and weaknesses of companies are internal factors that companies
have control of, while opportunities and threats are external factors that companies
have no control of, but both affect their operations.

5.1. Strengths and Weaknesses

Responses for strengths and weaknesses are chosen from six categories - very
strong, strong, neutral, weak, very weak, and none/not applicable, depending on the
respondent sd p e ratasegh theirocompamiés on thee diffsrént factors
provided.

It can be observed from Table 20 that the strengths of the metal stamping
industry in the Philippines lie on their company reputation, quality of product and/or
service, and company location. Internal R&D can be a potential weakness for the
metal stamping industry though it had a 3.27 mean score or a verbal interpretation of
neutral. Other potential weaknesses are the pool of skilled workforce and internal
guality control.

Table 19. Strengths and/or Weaknesses per Region

Strengths and/or Weaknesses Region CIENTE

1] IV-A NCR VI Total

Shop / Company Reputation 4.00 4.18 4.36 4.42 4.25
Quality of Products and/or Services 4.00 4.13 421 4.00 413
Shop / Company Locatio 3.57 4.18 3.89 4.33 4.06
Market Reach 3.43 3.90 3.96 3.92 3.89
Output Capacity 3.57 3.95 3.75 4.00 3.86
Production Efficiency 3.29 3.95 3.86 3.67 3.83
Marketing Strategy 3.86 3.84 3.70 3.83 3.80
Facilities and Equipment 3.43 3.92 3.71 3.83 3.80
Fnancial Resources 3.29 3.87 3.70 3.92 3.78
Internal Quality Control System 4.00 3.85 3.57 3.42 3.70
Pool of Skilleéorkforce 3.43 3.54 3.61 3.50 3.55
Internal Research and Development 3.00 3.25 3.25 3.67 3.27

Ratings571 Very Strongti Strong31 Neutrali Weak; 1 Very Weak;i None/Not Applicable

35| Page



In comparing data from Table 20 and Table 21, it can be observed that Region
3 production efficiency and financial resources are an issue, especially for the small
and micro-enterprise. Financial resources and facilities and equipment are perceived
strengths for large metal stamping companies. Though the score is not that low for
large metal stamping companies, they can still improve in terms of internal research
and development, market reach, production efficiency, and marketing strategy. Small
and micro metal stamping companies surprisingly have an outstanding market reach
because of their specialized nature.

Table 20. Strengths and/or Weaknesses per Capitalization

Strengths and/or Weaknesses Categry based on Capital Grand

Large | Medium | Small Micro Total

Shop / Company Reputation 4.54 4.39 4.03 4.09 4.25
Quality of Products and/or Services 4.46 4.06 4.10 4.00 413
Shop / Company Location 4.08 4.27 3.90 3.80 4.06
Market Reach 4.00 3.91 3.90 3.64 3.89
Output Capacity 4.31 3.88 3.77 3.50 3.86
Production Efficiency 4.00 3.79 3.90 3.55 3.83
Facilities and Equipment 4.31 4.12 3.43 3.20 3.80
Marketing Strategy 4.00 3.88 3.75 3.45 3.80
Financial Resources 4.33 3.94 3.60 3.10 3.78
Internal Quality Control System 4.15 3.85 3.47 3.14 3.70
Pool of Skille&Workforce 4.15 3.48 3.50 3.10 3.55
Internal Research and Development 3.25 3.52 3.00 3.00 3.27

Ratings571 Very Strongli Strong3i NeutralR2i Weak; 1 VeryWeaki None/Not Applicable

5.2. Opportunities and Threats

Responses for opportunities and threats are also chosen from six categories i
fast improving, improving, unchanging, declining, fast declining, and none/not
applicable depending on the respondents & per ception of the exp
companies concerning outside forces relevant to their operations.

Perception of the improving condition of customer satisfaction, market for
product and/or services, and demand for products and/or services are seen as
opportunities for the metal stamping industry. At the same time, the declining state of
government assistance and subsidies, partnerships/linkages, and tax policies are
potential threats (see Table 22). It can be observed in Table 23 that tax policy is not
much of a threat to MSMEs metal stamping companies in comparison to large metal
stamping companies. Large metal stamping companies are also on the watch for
substitute products in the form of plastic parts, particularly in the automotive sector.
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Table 21. Opportunities and/or Threats per Region

Opportunities and/or Threats Region Il
I IV-A NCR il Total

Customer Satisfaction 4.14 4.10 4.04 4.17 4.09
Market for Products and/or Services 3.86 3.80 3.70 3.83 3.78
Demand for Products and/or Services 3.86 3.73 3.74 3.83 3.76
Complementing Products and/or Services 3.00 3.88 3.73 3.83 3.75
Supplier Chain/Raw Materials 3.14 3.71 3.50 3.50 3.57
Local Competitors 3.14 3.67 3.42 3.33 3.50
Substitute Products and/or Serviee 3.29 3.37 3.27 3.75 3.38
Foreign Competitors 2.29 3.43 3.32 3.42 3.29
External Research and Development 3.50 3.21 3.25 3.00 3.22
Tax Policy 2.86 3.18 3.07 3.25 3.13
Partnership/Linkages 3.33 3.08 3.29 2.45 3.07
Government Assistance & Subsidies 1.00 3.11 2.91 2.64 2.89

Ratings: 51 Fast Improvingi 4mproving;i3Unchanging;i Declining; iLFast Decliningj Mone/Not Applicable

Table 22. Opportunities and/or Threats per Capitalization

Opportunities and/or Threats Caegory based on Capital Grand
Large Medium | Small Micro Total

Customer Satisfaction 4.15 4.15 4.00 4.09 4.09
Market for Products and/or Services 3.92 3.76 3.83 3.55 3.78
Demand for Products and/@ervices 3.92 3.74 3.80 3.50 3.76
Complementing Produs and/or Services 3.92 3.76 3.76 3.50 3.75
Supplier Chain/Raw Materials 3.64 3.62 3.53 3.45 3.57
Local Competitors 3.50 3.64 3.31 3.60 3.50
Substitute Products and/or Services 3.17 3.47 3.28 3.64 3.38
Foreign Competitors 3.42 3.38 3.36 2.70 3.29
Exteanal Research and Development 3.25 3.55 2.64 3.00 3.22
Tax Policy 2.92 3.09 3.14 3.45 3.13
Partnership/Linkages 3.56 3.32 2.57 3.25 3.07
Government Assistance & Subsidies 3.58 3.16 2.44 2.00 2.89

Ratings: 51 Fast Improvingi #mproving;i3Unchang; 2 Declining;ilFast Declining] Mone/Not Applicable
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6,PESTLE Anal ysi s

PESTLE Analysis is a strategic planning tool used to assess and evaluate the
impact of political, economic, social, technological, legal, and environmental
factors might have on a particular industry.

PESTLE analysis is essential in risk assessment and management [15].

Political - These factors determine the extent to which a government may
influence the economy or a particular industry.

Economic - These factors ar e deter minants of an econo
directly impact a company and have resonating long term effects.

Social - The sociological factor takes into consideration all events that affect the
market and community socially.

Technological - These factors pertain to innovations in technology that may
affect the operations of the industry and the market favorably or unfavorably.

Legal - This factor takes into consideration all legal aspects like employment,
guotas, taxation, resources, imports, and exports, etc.

Environmental - These factors include all those that influence or are determined
by the surrounding environment.

6.1. PoliticalFactors

During the interview conducted by the survey team with the respondent metal
stamping companies, the political factors which they considered relevant and pressing
are the Corporate Income Tax and Incentives Rationalization Act (CITIRA), the Ease
of Doing Business, and the Public Utility Vehicle Modernization Program (PUVMP).

CITIRA

The Tax Reform for Accelerat i on and I nclusion (TRAI N) =
Reform for Attracting Better and High-Qu al i ty Opportunitieso (TR
later renamed again to CITIRA. CITIRA includes provisions that might affect the
exemption enjoyed by the Philippine Economic Zone Authority (PEZA) registered
companies.

In 2017, 4,147 PEZA-registered companies were employing about 1,417,832
Filipino workers [16]. Currently, the Philippines has the highest corporate tax rate in
the ASEAN region. TRAIN 2 or CITIRA will level the playing fields by reducing the
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current 30% corporate tax of firms. The CITIRA will also eliminate exemptions,
incentives, and benefits enjoyed by some companies with the guiding principles of
fairness in mind. This system is called horizontal equality [17].

Unfortunately, CITIRA does not have provisions that exempt companies under
PEZA. The policymakers considered that the more than four thousand PEZA-
registered companies seemed to be a small sacrifice compared to the bulk of those
who will be benefited by the provisions of CITIRA in lowering corporate taxes while
eliminating corporate incentives, especially in the export processing zone areas.
Based on the respondentsdé interviews,
of PEZA will be affected because a significant percentage of their production goes to
companies within PEZA.

Basedon the statements of PEZA Direct
feel we have unstable investment policies and laws. They are scared to expand if we
keep on changingthe rul es in the middle of the
stamping companies also shared that some PEZA companies have already decreased
their job orders, and some are already planning on relocating a large portion of their
plant operations to countries like Vietnam and Thailand.

The effect of uncertainties caused by the implementation of CITIRA is taking its
toll on the local metal stamping companies and other metal fabricators whose major
clients belong to PEZA. The respondents also shared that the demands of local
industries could not sustain their current operations. If such condition persists, their
workers will be displaced, and local metal industries will either close or downsize.

PUVMP

On June 19, 2017, the PUVMP was introduced by the Department of
Transportation (DoTr) through Department Order No. 2017-011, otherwise known as

numer C

game

t he 60mni bus Guidelines on t he Pl anning a

Transportation Services and Franchi se
program is to improve the condition of public transportation by replacing the iconic
symbol of Filipino industriousness, the jeepneys.

There is a need to replace the old jeepneys because they are viewed as unsafe
and environmentally unfriendly to the commuting public, see Figure 21 for illustration

| ssua

[ 19] . Some groups sapnvootrhd s[ 2p0r]jo glr emama uasse Odiatn t

jeepney drivers or operators P1Million to acquire the authorized and euro 4 compliant
(DENR Administrative Order No. 2015-04) modern unit. Despite the resistance from
the different transport sectors, the PUVMP also poses opportunities for local
transportation body and chassis manufacturers and assemblers to aid in realizing the
objectives of the program [19].

The DoTr aims to modernize more than 170,000 public utility vehicles before
the end of June 2020. As of September 2019, only 18,000 PUVMP-compliant vehicles
are in operation based on LTFRB data [21]. The following are requirements of modern
PUVs [22]:
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Euro-4 compliant motor or electric engine

CCTV camera

Automated payment system

GPS monitor

Speed limiter

Easy accessibility for PWDs, seniors, pregnant women, and those with
limited mobility

Higher passenger capacity (sitting and standing)

Meet international and local emission standards

=4 =4 =4 4 A8 -9

= =4

Figure 20. Need for Jeepney Modernizatiorj23]
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