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1. .bdrod1lcdoa

The pi4jiil6Coflbis aSSE nort report is to provide some bKlqpound inMmaIioooo the
Philippine labor-mto guide the formulatioo ofplUlPUDS in support ofpolicy and
institulicnaJ impiOveux:um to increase labor absorpIiooIn:te and labor productivity in the
Philippine priwle sector.

Afla" dea:tilliu& __ RCCDt 1Imds in die Philippine labor-at. this report will «timIss
some ur IS oftbe~ and iDRituti-_JW'D"UiW4i' that jnfIgmcr..... .- Hi in dier .........1 J¥4'_

priwle_. C1aIiag emp10ymalt and JlIi&iag the people'S IiviDg ......cIs ullj"...1y
depend upoa the p:uenI bcalth ofthe auon)' and the amDa8tiooof_ Cc •••,@; and
sector-specific policies to ensure slI....incd growth. However, govauu:nt policies with
Iespcct to employment creatiOlllprescr\lltioo. labor stllildaiIls, and induslriaI plwrionc also
impac:t 00 job c:mation and productivity to the ex1UIt that !bey affect emplo}'as' ila:eDlives to
invest and wmms' willingness to supply labor. This report pluvides an imIiaIa 'e'" of
policies in the Iattier wtLgUiy from die viewpoint of iDea ri.. 1aborliI&apciou and msmg
productivity. Labor-mpoIicics IRdi., I 1 in 1I:mIs oflxnv!bey jnO'Wh'C the
following: I) wage deli:lmiuatioa; 2)job security: 3) dispuIe sen" I. nL

This section pi tt some rcceut statistics 00 employment and unemployment and
higbligb!s the following observaIioos: I) lhat the quality ofemploymcm is a _ serious
problem tblm unemployDll:Dt; 2) that employmcm _laiUl) in the furmaI_lICCIIIS to
have risen 0 __ time; and 3) that the existing unemployment notw;lI"'andD.. daIa point to
unfilled ",.. _ ics in firms. These observatioos provide the bues for loobDg mOre cloldy
into Iabor-m policies that may be nnin">diooally causing or elllICCrIMtiug dIese
problems. as _lias those lhat may potmtially respond to them.

1.1 Emp/oyMeIII arulllllelllpioyllU

The Pbilippines' working age JlOpn1ation now stands at SO.8 million (NSO, 2002). Of
this number, about 30 percent beloog to the 15-24 age IJUUP, suggesting that the Phitippine
labor force. cum:ntly estimated at 34 millioo. is comprised largely ofyoung _ms.

AD indicatorofthe quality ofthe c:auntry's labor supply is the edlM al-••I '"ainne,,1 of
the working age JlOpnlation. Data from the labor fon:e surveys show that _ tblm CIblHbiid
ofworking age Filipinos at presc::nt have completed at 1east llCCODCIary scbooliog.

The 1atl:st figures (January 2003) show dtat 3.6 millioo Filipinos IR openly UiItii4'1oyaL
In fact, thenumberofunemployecl bas been rising since 1999. The unemploynenlrate bas
ranged from 9.6 percent in October 1999 to 10.2 percent in October 2002.

Unemployment in the Philippines is closely related to youth job! EII as [EsgIerra and
Canlas, 2002]. The breakdown oftotallD1employment by age group shows that
unemployment rates are in the range of 18-22 percent for those aged 15-24 yaas old, while
10 percent or less for the rest ofthe age groups. The probability ofbeing lD1employt:d and
staying IDICIDJlloyed for longer periods is likely to be higher for younger members ofthe
work fom: than their older COlDltaparts since they are still deficient in skills. training and



experic:Dce. The pressure to find jobs is also probably less for youDP peop1c who lire DOt

houseboId beads or l*imaJy bteaJwioDers.

From a bunmI welfilre M"WpHnt, DpaJ IIIICIDpIoyment. baed 011 the mltiu"ie••JIy
acccplal definition of the 1ImI, seems 10 be less ofa problem. In the PbilippiuI:s wbere lbere
IS IIOCAISM"jmi syMItin ofllllClDp1oymalt beuefils. It is the poor who can lcast affilrd lobe
witbout a job. That this is in fact the ClIMe is sOOwn by ta:mt dala that jnctingr that ofthe
1ft."ij~oa\y 17 per-.c came &am poor ""'...mtds O.'ij at wiIb the DlJII1IOllr.
IDOIUM:r. a lSI........ l*opcIiliw ofthe poor (64 paean ¥s. 58 paceul) lire cmpIoyaI [UNOP.
2002].

The dislributioll ofthe IIIICIDployai by M"':ariODa1 M" i""ent shows that taeiIijIloyU&iit

ra1l:S lire lowest among diose with elemeutMiy or DO educatiOl1. More than 60 per-.c ofthe
poor ofworking age belmg in this calepy [UNDP. 2002]. What this '"IlF'" is that jobs
lire~Iyeasier to find for diose who cmmot affilrd to be choosy. How"u, such]obs
lea~uu:h to be desiJat in tams ofQ ....... iQIim aad other beuefits. om show that about
60 paceUl ofthe~ poor WIlrk as lIIIpOI fmnily wukers or lire self-ewployai.

In contrast, IIIlUtIPloyb&lJt ra1l:S lire double-dipt for diose with at least some hip scbool
educatioo. This could be the effect ofhi!!ba" reservation wqes among the cch........t or the
result ofwuI=-job mismatehes in some lilies ofwork.

That the IIIlUtIPloyai lire DOt t""CCSmily poor and that the poor are DOt DO • ily
uncmployai does not mean to suggest that joblc I~ CII is DOt a problcm. The fiIct that a DOt
inoipificant portion ofsociety's humIIII resources is uoduutilized indil MIa indIiciaIt
usage'. That is, society could be made beltcr offotberwise. It is !bus iI:qJoi tMiJt to ~ I mine
the n:ascJIIS behind the pusislcnt labor IIIIdautilizati .

Ewnomil: growth is critical for labor absorptioo. Yet the economy seems incapwbIc of
~ enough productive jobs. The reason is that Philippine ewnomil: growth his been
UDStablc, following a boom-bust pattern: As such, agrqate employmart his gaaal1y
f1uctuaJai with ouIput, albeit to a lesser cxtult. The 1Itla"point descnes some apla,.'ie.. 011
Bl:COlIIIt ofthe observatiOl1 that recent I!iOwth his been of the jobless YlIriety. The reason for
this obserYMtiOl1 is re1Mtai to the I*CSUiCC ofvarious low-quaJity employmart a1bUMtivcs
(e.lS. being self-cmployal in the informal sector) that people can resort to in onIc:r to cope
with inLome shocb associatai with CC_Hlli.: dowDtums. In addition, as _ obsu wed
duriDg the Asim crisis, some cmployas may resort to sluteued working bOln insIaId of
Iam i,.,j'ig wodas. Thus, oulpUt <:ould fall with little effect 011 Ml!l!iegate UiijIIojmcnL But
this means. too, that in a puiod ofgrowth jmuW\liate1y fonowing a recession, the
employment lespuJIk wiD be weak as firms simply utilize their existing wuIt falces _
inteosi~ly, or as workers shift from being self-anployed to some form ofregular
employmenL In fact, the IIIlUtIPloyment Bte could conceiwbly rise during a puiod of
economic recovery as more people lire encouraged to eater the labor II'Iatket.

Wbau:-- growth in agrqate employmeot bad acCUI.ijlMDiat e<:ODiiiIiil: growth in the last
fouryem came mostly from services and agric:ulture. Since 1995, the I*inaty source of
employment has been the services sector, which cum:ntlyaccounts for about 47 pen:cnt of
the employai work force. Agriculture accounts for 37 pen:cnt, while industry's share his

I This_,paumes, ofCClIne, lhal ...... .......,loyment is i1IvollDlIo!y.
'For .. CllJll-lion see de Dios [2001].

~1



.-

[e".inN at about 15-16 percent forJDaDy years DOW. In paniculllr, the sblII1: of
1IIBDu&eluring in total employment bu been decliuiug in the last four years. For 2002, IIIOI'e

jobs were destroyed 1bIIJ created in the industry sector [NEDA. 2002].

The services sector bu borne the burden ofabauibing yearly additions iO the Jabor bee.
Heltaogeax:ity is a hal'-\; ofIbis sector 1bat includes firms &lid lIl:livtties requiring elioase
skills md using diveJJeut bA 1,..I'Jl!ies Wide diffi:remiaIs also cbaaclta ize p.y md
pruduc:tmty in the_. 1beIe 5 ea. a I that the eel Ij". ewpIoj_ sblII1: of
serviceuhould be 4'i* "d with wm Aj INn. WbiIe the _ bolls~ of the
CWCIgDig a:li.ilies II. C - 101 with the DeW iuf..UMIian tee:bDoIosY, the~pm of
employmatt is still aac·..lted for by wlml Ie md retail tmde, md WiiiiiDiity, social md
personal services, wbae low-producliYity md low"1J8)'ingjobs phnomd GM:n the [elalioe
fr=Iom ofc:ntiy in these sub seelUiS, the growth ofempioyment in services m the last few
)IClII'S may be IIIOI'e an indieatioo ofa growing infIlImaI sector inel"'""' by an b.-Im;"g Jabor
force 1bat ClIIIDlIt be ambcd by qriI:ulturc md induslry.

Rea::at growth in aupIoyDlClll bu also been cbai..ltaized by a ra.rgrowth ofthe ICif­
cmpIoyed 8Dd IIIIjI8id &mily wcab:i •81*- ics reilltive iO WlIIC md saJ.y wcab:is. This is
mdicp!rd by the inc.t se in sblII1:s in total employment ofthese IWO groups 8Dd the decliniatl
sbBre ofwage and saI8ry WlIl'i=s. That Ibis should occur in a period ofgrowth biDts at the
likelihood that firms are also UDdcigoing some reslrUl:tUring in order a:bicYc gmuer
efficiau:y and labor productivity. It is possible that some induslries lOOk advantage of1he
economic slowdown iO downsi2Je. Whatever the tmderIying reason. the impliealillll is that, for
lIIBDy of the employed, the quality ofemployment bas gotten WOISC.

1.1 Pret:wious emp/oyrrreIIt

The lower- quality ofjobs &VPilab1e at .. :ut is related iO the &ct 1bat theY are bipIy
IIIIStable and less renPlIII'ftti~.This bu always been true for jobs in the qriI:ulturc sector,
which is highly dependent on the weather, as _U as jobs in the urblm informal sector, wbich
are low paying. insecure, 8Dd offer little promise ofadwnecmalt. It used iO be that jobs in
the non-egricultural formal sector were associated with slabiIity, geoaous--waF beuefilS,
and cw:n IllIlg-term employment relatioasbips. Greater competition today, bowew:r, bu
eroded the DIIIIlOpOly rents previouslyCi!i~ by IIIBDY firms in the induslriaI sector 1bat
pamitted them to mainlain a large and paiilliiiCDt weak force. As a result, some previously
existing employment ammgeillenls line beeome uIIlluslainable.

In the face of~ '" P[ijlCtitioo, firms are ei1b:r closing down or IN.."j I j". their
opentions.ln IIIBDY cases, Ibis bu entailed a downsizing ofweak forces. This perbips
explains the obseI ted net job Joss in 2002 for the industrial sector, wbae some 40,875
workm; were displaced. More 1bIIJ 90 pen:cnt ofthese WOIkers are factoIy worIias (in
lIIBDufacturing).

Firms are also increasingly resortin& to flCXible labor lII1lIIIIt=JDeIts. FiCXIble labor
lII1lIIIIt=JDeIts lake various forms'. However, the most COiItro¥eI'Sial is "eJdEinal flCXibility",
whereby a fum is able to adjust the size of its weak force in response to cbanaes in iIIIIIht
deIIIBDd or shifts in the production teelmology. This type of flCXibility III&Bs it jlOSSIbJe for
fums to hire workm; on a "just-in-time" basis, and iO ternlin* the relationship, wbetber
tempoa-arily or peiiillIlli:Iltiy. when no longer necessary without much cost From the

'Far ..o..mcw and discussion CMI the Philippines, see Esguena [1997].



past-live of labor, c:x1mIal flexibility (or plainly, flexibility) mans the loss ofjob secwity,
which is poteclJed UIIder Cltistinglabor laws. Philippiues laws onlEimiuBtioo ofUf4IIoymeut,
00--, consider economic R:lISOIIS as jumfiable grounds for dismj_J provided cerlain
conditions an: satisfied. Woren employed IIIJder flexible labor ammgemeulS also do mit get
to enjoy the IIOII-WlI{IIe entitlements gnmlJed !D regular employees.

DaIa from the Bun:au ofLabor mel Employment SJafiQV:s (BLES) sbow Jbu the
c:mpIoj I of. g ............. bu iDoac:lllll:dcm:l"Jime. Framabout 14pca_of
worIu:a's sa ,,)Cd in 1989, the Pupciltion ofcamaL lUIII..llM1 mel odIeriiOiHegWar
ernpIoyees J.d risal !D 21 pen:cnt in 1997. More ra:att elm from the Phitippine Labor
Flexibility Survey (PLFS) of2000 sbow !hat of firms sw .eyed in six iqioos. 39 pet'CCDt

employed It:iDpUtmyor casual worIu:as, 33 pacent dim:tJy hired lUIIIrneJs, 24 paean
employed li8UJCY-hited workc:rs, md II pacent plUt-Jime ........5.

According !D the PLFS, the pnactice ofemploying non-reguIBr ........5 It:iIds !D occur
more in firms Jbu an: ..ieulEd tD-.ds the domesti.: iil8lketnther !baa in export-onc:DlLd
firms. in FilipiDo- nther!haD fcIreigaHnmed firms. mel in largernther!haD smaIIcr firms.

2.3 Labor IIII1TUt mismIztcIIes

Why ,mfiUc:d wcancies in firms should exist alongside a \arge ponl ofsurplus labor
suggests a number of things. Either firms' demand for skills cannot be met by 10bat is
cunaItIy available or wage offers an: ton low relative !D appliC8lilS' resavabon prices. It is
also possible that job UJ8[ket JIID1iciplmts do not have sufficient information aboutjob
opportuoitiesOl'Ihat. even ifthey did, taking on suchjobs enDils high costs (e.g. n:1ot1tion)
as !D leave them indiffermt~twcmworiring mel staying unemployed.

Based 00 2002 data. only 58 pacent ofcollege grad"ates an: employed, a low fiJlill'C
COiIljIiUed with the 92 paceul icpotlJed in 1980. What this meaDS simply is that the DIe at
which coUege gracbwtrs have found employment in the last 22 yaus bu been considenbly
slo1VU' !haD the rate at which the educational sys1eIII bu produced them. It is mit JIOlISible !D
teU from the data. howner, what st-ificaDy IiCCOUIIIS for this. More delaiIed infonnation
about skill "'*IudemeulS and entJy-level wages at the finn level an: nrwIed mel haw !D be
cxahlj,oI against the brea\tdmJvn ofcollege graduates by degn:e. Still, such ........ isous can
fail !D proWJe an indication ofthe degn:e ofthe misnwteh, ifit is JRSCiII, !D the ClIIt:iIt that
the charactaistics that firms 100It for in job applicants an: not easily obsa .able from their
coUege wedentials. For L:lllIIDpIe, in spite of.n the hype about thollpnd, ofjobs IIVailabIe as
aresult ofthe information mel COOIIIUIicatioos technology (Icr) revolution, appIicaulS an:
finding out that meRly meeting the JlIIPU' aedentiaIs is not sufficient. A COIJIIl8Dy in the caD
center business revealed receutIy that in onIer !D hire 200 worIu:as, it had !D scn:cn from a
ponlofabout 12,000-15,000 applicants.

A 1998 study conduclJed by the Personnel Mamgemeut Association ofthe Philippiues
(pMAP) provides an indicatioo ofthe mismatch bet1IIIeen the products ofcoDege education
and the n:quiJemeulS ofindustry. Respondents !D the survey, who wm: mainly HR SUIior
persoonel in charge ofrecruitment and selectioo showed !hat COUijIiiiIies CiIOOIiiiIt:i'ed
difficulty in fiUing up some cully level positions. These included: IiCCOUIIting cletks mel
auditots; programmers and other IT positioos; 8CCOIDIt executives or PIes positions; genaaI
clerical or administrative positions. While in some cases, this MIS due to the shortage of
graduates in certain fields, the main bottlenecks wen: deficiency in conummication skills and
other special skills required for the jobs.



The findinp ofthe PMAP st1KIy 1I:IId to confirm the suspiciOll that quality-wise the IIClUa1
level ofedul:aliOll and fonnal training in the COUII1I'Y may be overstalCd. The slUdy lI,g IS

that mcrely having a college degree does DOt guIII1IIllEe a job.

Gi~ its biBs IDW8RI formal Ingber cdnearim. the COUII1I'Y bas failed to jllcjiBic its wurk
1iJn:efur~ _LUS that are DOt baed 011 college cdul:aliOll. Vcx:aIionaI-lechcal
trlIJIIIIIg, geDa'lliIy "iewed as m infericlr al1emati11e to college. bas DOt been gJ1ICII the SIlsuppo;lIIIJCInn
It II oes. As a teIIIIt. die c:oumry bas Jaaed behind in dewIopmg skills or ...........1LDCits in
cc:nam _ sucilas II ' .rs c1eclIauic:s. _Icnft. woodcraft. md the "'aiding lrades.
The rmae ofal. i i wes aftilable to tiIlIIe with less aplitude fur fonnal bainmg bas been
limited by the ova'1I.4-s 011 produc1ug col1 gr gram........ The fact. boweva-. is that a
majority of the young population ofworking agr faiJs to ewn reach college fur m.nciaI
reasons. In this light, recent emphasis 011 the modem services sector (e.g. ICT. can cc:mas)
as a SOIutiOll to the COUDby's unemployman problem is misplaced.

Public: policy DIIISI eudea_ to CIISlIIe the empIoyability DOt just ofthe sItiIIcd md
r.tncatrd. but also die less Ikillcd md less atnClltrd It _ recognize that some mdMduaJs
can baIcfit IIIDIC from wcatiOll&1 md lEebnic:al trainiDg. wbiIe for some 0II1y DOII-formal
atnClltiOll is relevant. Thus. access to all types ofcducatiOll and training ougbt to be h.M W
and CCI'-liml

It is also possiblc to say. however. that the c:o-cxistcDcc ofunemployment md ImfiJIcd
vacancies is due to informatiOll&1 problems. In this c:ase, simply impro11ing 1abor JIIlIrk£t
informatiOll to reduce the cost ofjob scare:h md improve worker·job matches woukI be
cfIiciaJcy-cuha Current1y the 1abor dcjiBitmenl bas a IICtWllI'k ofoffices in die 1IlIrious
regioIIs that fiIc:iIitatc the p1atLnem ofjob seems as pm ofDoLE's emp10ymcllt faaljgtjm
functiOll. The BLES compiles infurmaliOll 011 job wcancies solic:itcdlrepom:d andjob
appliC8itlS registered as well as p1ac::cd baed 011 reports pro,,;dcd by the 1abordcpai tmenI'S
local employment scmccs.

Dala from 1996 to 2000 data show that with the exception of 1998, themum- ofjob
ftCmCics rcpcatrd has been rising. Similarly, the DUIIIbcr ofregistaedjob sakas inca d.
cxccpl in 1998. placemcnts rcpca trd followed the same trend indicating that the facility bas
been useful for job seeb:rs. HOWC1lCr, it should be noted that placcmcllts IS a jllopcxtion of
appliC8itlS registaed and "IDUm ofvacancies Icpca led bas declined c:onsistmdy. Whclber
this is due to WllI'1=-job mismatches or some i"'10Iiments pteVU!1irtg quaIificd appliClllllS
from taking 011 availablc jobs ClIIIDOt be dctamincd from the daIL

Ofc:ounc. it is also DOt possiblc to !ell from the data bow liliiii)' oftiIlIIe pIaccd woukI
have ewntually found ajob ewn without the pla,,",",t service. The fact that employers
ehoose to lIIIDOUIICC their ftCmCics through the service mdjob applicants regisler, however.
suggests that both find the facility useful (perhaps less costly) for purpll ses ofhiring mdjob
scan:h. It would be useful to study further the informatiOll c:ootaincd in these reports to obtain
a bctler undctstanding ofhow the facility works md whether it is cffeclive.

As a complementary measure to impro11ing 1abor marka outalmCS, a well-functiOlling
labor marka informatiOll system is indispensablc. Such a system can facilitale IiDking 1abor
supply with dcmmd. guide dccisiOllS to invest in human capital, shorten the period ofjob
scan:h and reduce its cost, and hasten the absorption ofa trained labor force into producti1lC
employment.



The legal buis for all existing 1abor uwket policics and progiams is the Labor Code of
the Pbilippioes (1974) and subsc:quc:ot _"e"d"*1II;5 to it. The Code was ... -mended in 1989
with the _tofRA 6715, ortheuew1aborn:lations law. and RA 6727. or the wage
rati,..liral law. As this n:partis being l*ejMled. three biDs pillPOSingtoamc:ndca1llin
key pruvmioIIs ofthe 1abor code _ pending in Ccmgress.

Hf" 14tityfortbe ofpeti· 5 the iii•• EA•••+onof......mdtbe
a.h"iM.;sualiuomd" I,i-:wu oflaws ".1 ;aaat 8Dd the pUlleCtiaa ofWJorresas with
the Depm_ ofLabor and EmpIclym=t (DoLE). From being mainly a repJ-wy qaacy
c:IJlIrpl with staudaid selling and c:uf..CLiiiliilt fig t>ous UIldr:r the 1935 Coasti1uticlII. the
DoLE bas evolval into an ins1ilulion with bnJMl raging responsibilities in the BellS of
education and 1Iaining, employment policy, employmmt services., sociaIl*UlECli.ln. and the
managellw:tJt of industrial n:laticms.

The 1*'.... tim of1abor and the reanleDm of1aboroCllpi1al rei..... bave been
fi....." .."'!'1 I 10'" ofthe stale's 1aborpolicy siacethe aA..,Jticmofl935 CaastituIion.
After the cslBbIisImoIt ofthe RcpubIie, this policy SlIUIl:e ... CXjA 1 in the ' I • I I" 14 of
various laws prescribing mininnun 1abor staDdaudll (e.g. nrinjupun wage. eiPt-bour wcakday.
maternity privileges and wodcmen's COIIIjlUiSlIIion) espccially following the PbiIippines'
accession to the Intemalional Labor Organization in 1948. In 1953, the Indus1riaI PeKe Act
(RA 875) or the Magoa Carta fur Labor was enacted making c:ollee1M t.pining at the~I
ofthe entt:rl*ise the IIIlIID for delaUli"jng the lCnIlS and CODditicms of~ evaI as
the Statc would continue 10 interveDe in the selling and eI!fon:eudlt ofrniniuwnn 1abor
s1lIIIdards and in dispute settlement through a compulsory ubibMtiw syslaIL

In 1974 a Labor Code, which c:odified 2S existing labor and social laws, was pro"'''lpted
by pn:sideutial dccrt:e. The Labor Code basically adopa:d the I*UlIt:ctive JlU5UUe rowards
1abor as declared in the 1973 CwslitutiOll, which had by this time expended the COolI:epc of
1abor ptUllt:ction 10 inc:hlde hlunm _ ~lopnaJt and emp1oyuolt sa •ices. This
added a ~Iopiioilal oIj"w:tJsion to the regulatory fimcticms of the labor depm-l, which
gradually saw its IDIIldate c:xptmd, and with it its orpuization.

In the period 1972-1986, which coiDcided with t:OIIlIlihJlicwwl authorilIriaais lIIIIIer
Mm:os, 1aborpolicy was most intI::rventioui While the Constitution and the Labor Code
gualiillEed the W\lllas' righ1s 10 self-Oip"j'ati'lll, c:oll~blrpining. sec:urityoh:ii..e,
and just and humane CODditions ofwork, the CODditions ofIDIIrtiaI rule effectively inbibi1ed
labor fiom using these constitutional guaUlle"S 10 ptUllt:ct and advance its inlaesls. While
regulating llllionlldivity through mous means, the Statc sought to p1aI:atE the 1abor SCl:1Dr
through various in1a'VeDtions )lIDpOding 10 influence the lCnIlS ofemployment in the
workers' favor, most notably through across-tbe-boar adjustuw:nts in the rniniuwnn wage and
wage supplements effected by presideutial decree.

With the lesloiation ofdemoaatic processes in 1986, many ofthe Labor Code provisions
deemed to be anti-labor were amended In particular, the right to strike was lesloied a1wg
with the right ofpublic: sector employees 10 organize. Similarly, previOllS restraints onlllliw
formation and m:ognitim were relaxed. A new Constitution was subsequently adoj1Ced in
1987, which continued 10 uphold the labor policy espoused by its predecessors in 1935 and
1973. To the various entitlements for lallor IDIder the earlier constitutions, the 1987
Constitution adds a living wage and participation in policy and decision-making proccsscs



affeeting workers' rights and benefits. It also CXjAes&eS a prefermce for the usc of~11III1lay
modes ofdispulc mroIution to fosu:r induslriaI pcacc:.

In the formulation and impleuentation onabor policies, the state subscribes to the
principle oftripm'tism. which is a jAincipie eushrined in the Labor Code. The principle calls
for social dialogue and consultation lIIIIlIIIg the tbree sectors - employers, labor and
gove,iUiEIl m iliMDeiS pa l&iuin~ to a wiele nmge ofissues including wages. dispulc
sett!emeJrt. Vb wi" 'liaioing and social jAUIeUWD. Since 1990. the jA_of......hmion
has been mndudrd duvugh the Tiitetile 1DduslriaI Peace Council ITIPCl. wbic:h opaas at
the nationaJ and iegionallevels and also for specific induslnes.

The TIPC is c:omprised ofiepc:xutatives from the goveuuueul, and from both
employers' and warkas' groups. It provides a forum for disl:ussing issues dating wi1h
wages, labor standards, training, and induslriaI relations It also serves as a veaue for buiIdiug
CODseDSIiS lIIIIlIIIg the laborIiIIlet players on the ratific:8bon ofn.o eonmdjms and the
formulation ofmajor DoLE depei IiDtUt orders and.rules and regulations to iiiijokn ...,. the
labor c:ode. At 1br: regional level, tripIrtism is also oblIerval in the RqionII Tiitetile Wage
and Produetivity BoenIs (RTWPB), which 8I'e IIW,Mllled to set wqe floors.

With 1br: iDcreasiug inIegtation of the Philippines into the inlemalional _"'''Y.
business organizations have been umIer greater pressure to adapt to change in onI!:r to remain
competitive. This has lcut support to the view - one lhat is shared even by insiders within
DoLE -lhat existing policies on labor and employmeut ought to be re-examiieil Ra:ent
advances in teelmology and increased wmpetilioo IClIding to sI10rIer produet Iifc c:yeJes, rapid
obsoleseeuee and the greater jAel6wce for highly skilled, knowledge bIISed wukas may
have rendaed tIlIditionaI employmeut and employer-Gllployee relati(WiSbil6 out ~fde!e.

Indeed, while agreement is possible on the need to review, and pabaps, !!jjj!:IIl!, existing
labor laws in 1br: light ofnew IiIIlet realities, it sbouId c:ome as no SIB')Irise the! 1br:re is less
agreement about bow to amend such laws. WbiIe employers 8I'e motivated by 1br: desire to
loosen existing eonstraints on their employmeut dec:isions, their increased vuInaabiIity to
inc:ome and employmeut risks IIIIkes it UDc1erslaDdab1e why labor would Iikc to see a
broadening ofcoverage as wen as tighleuing ofc:ettaiu aspec:ts of labor sllIiIdBnIs. It is safe to
say that the labor sec:tor will resist any amenduwrt to the Labor Code the! is seen as
eonttibutiug to 1br: further erosion ofwhatever legal proteeIioo warkas c:unendy enjoy.

The challeuge is how to promote In euvnUiDDtiUt in which, on !be ODe hmd, privaIi: firms
enjoy the flexibility the! is required for diem to be economic:aIIy viable and 1hrive, 1br:reby
ereatiDg more employmeut, and on !be other baud, labor receives its fair share and is
reasonably jAoteeted from inc:ome and other risks eDIIiIlItiug from both !be workplace and the
geueraI economic milieu.

4. Some key labor IIIIII'ket policy Isnes

This section disc:usses a number ofpoliey issues impinging on 1br: goyeuDDeut's c:wrent
strategies ofemploymeut ereation, fac:ilitation, preservation and euhaDcemeul

A fimdamental question that arises in connection with the current priority to c:reale more
jobs is whether the existing legal and institutional environment is supportive or pre-emptive
of that objective. The Philippines through time has been able to develop labor market
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iDslituIiOll& !bat lim lD JAUCtct those employed. Vuious pieces ofJAUCtctive laws exist
J'IIIlging ftom WilStilDliOllll1 provisions lD IegisIaIion and executive orders iCllXlgliiz iii' the
right ofworms lD agania: and bmgain collectively. instituting labor....cIs, providing
for a system ofminiJmm wages. compensation for work-related injuries and mOllbcnhip in a
social insunmce sysli:m.•

In a sd..ation where the lack ofemployment opportunities is a genenIIy acImowJedacd
fiJct. lhere is a I*C__1*." jAiIii. in the b!iR' r COIIIiiIliiIity!batpublic policy 1mds lD
lean lDO IarriJy on the lIide ofthe empIo)aI. This explains the clamor for paler fIcx:ibiIity
ill labor l'qIi c:wpIup groups. However. WIthin a fi...._k !bat slI_rilles iD

tile JAiocipie ofb 1ism in the resoIuIion of labor Daiket issues. the c:c:anI question is
wbetbcr a policy Cil'tidOlWdlt C8ii be ew!ved!bat achieves some _ offlexibility
accepIable lD employers and worka:s alike. In addition. what sbouId the role ofgova_1,
in particular. the DOLE, be in such a policy setting?

The following sub sccliaJS dj,,!SS in greater detail the following an:as ofpolicy !bat
bave an impuJ I8Ut beaaing on empJoymem geoaation and productivity:

4.1 Wagefixing

The idea ofpsying worms minimum wages bas been justified on the basis of the equity
argument !batworms need to meet a c:c:rtsin level of income in order to provide for tbeir
basic needs, iocluding those oftbeir families. In the PhiJiwjnes. minimlim wage laws bave
been motivated by the objective lD provide worms with the ''inilijlidgn staudIIids of living
nee 'y for tbe(ir) beslth, efficiUlCY. and genem well-being" in b:eping with the
c:cmsIitutiooaIlie.m.r lD provide labor full pI'OIeCIion. In the same vein, the oeed lD cdch up
with the rising cost ofliving lIDderIies willms' occasiOllll1 deoends for inl:IeaseS in the
11111I""000 wasc.

Most CQlhMliic ana1yses. however. do DOl view legislated minimJgn wages fil-vonbly.
That is because by inIroducing a dislDrtion in the labor market., minimJgn wage laws P rise
to ineftjciCllCies !bat esult in a lower level ofemployment thsn ifthe wage were allowed lD
seek ils own level based Oil supply and demand. With a higher price of labor. employas 1ft

discom'aged from hiring _labor, 01' simply reduce tbeir delie.O'I for liiISkilIed or Iow­
iDcome worms who1ft the iu1mded beneficiaries of tile wage floor. As. JaUIt, it is ugued,
mininugn wage laws end up burIing the very people they lim to belp. The msin argument
against miJljrmgn wages in the Philippines bas been precisely !bat they laid lD discourage
imlestuaJts thereby inInDiliDg employment growth.

The lrulh is !bat very little empirical evidence bas been pit forwml1D que either
position on the minimJgn wage question in the PbiIippines. Part of the _ bas been the
difficulty ofac:cessing data on wages across individuals and over lime. information !bat is
critical for detawiWng the coverage and impact ofminiTDIgn wages sioce tbeir introduction
in the Pbilippines in the 19505. The other mISOO is related to the widely ecknowledged low
rate ofcompliance with miniTDlgn wage laws, given which, the emp10ymeDt impBct ofsuch
laws is generally deemed negligible and thus lllldeserving of further sysIaDSIic: inquiry. As a
n:sult, the debate bas not progI ESI cd to the point wben: it is possiblc to COii4"de objectively
the costs and beoefits ofthis social policy.

• See Instilute ofLobor Studies, 1999./lIIegratM1LDbortmd1.IJbtw.RelDtetlLitw1. MODiIo: lltpMb,..d ofLabor
and Eq>1oymont.



Introduced tbrough IcgisIatiem (RA 602l' in 1951, wage fixing in the Pbilippincs was an
act rescncd fur CoDgras until the declandion ofIIIBI1iallaw in 1972. During this 2O-year
period, minimllm wages wae inc:raIIIcd only twice,~ the first time in 1965 (RA
4180) and then again in 1970 (RA 6129). A wage c:ommissiem COiiipCiiitid oftbRe n",mher~

iejRts5Iting go_m:uenL manaIS' ,,-,,\ and IabordelLidlinc:d the level atwbicb wages waeto
be fixed.

•.<\ftcr the...4 .' _ .. "'isl.ed in 1972. wages wae fixed by jWesidemjal
decree. A'" of 10 I .• !jal ckuecs waeisued in the period 1972-1981 eitbendjiillliug
DIIm"."" -..=s. or idjiWmg ewpIujets to .,..wage suppIemeuIs in ftIiaus forms (e.g.
coat-of-living a1lowaoc:es, emag...') aBmt Mes, and the 13" iIIlliitb pay). Upon the formal
lifting oflllBl1iallaw in 1981, the Ptesidcnt COIIIinucd to decide em wage Nlij".t1ICiiIS baed
on the rewiiI"odatjQil ofthe National Wage Commission (not to be confused with the
fonnerwage c:ommissiem). The NWC was waipCiiitid OfiejRI $I ijlM'ives wmiug lium seven
gowawueut a8""' ics and CRlC eacb fur labor and managhlwml Between 1981 and 1986. six
more wage orders "MR isued NlijiilIIiug wages.

During the briefperiod jilgiMdj*1y following the end ofthe Man:cJs Jqimc in CIIrIy
1986 and up to the formal icsllJiatiOO ofdc"u:ratic JlItIc, • with the adoplion ofa new
CODStitutiem in 1987, the Presidcnlre1aincd the jRaogative to fix wages. Tbu&. in 1957 the
13" iIIlliitb pay was JDIIdc WNDdatoty fur all worIccrs, while the pteVious c:ost-of-\iving
allowanc:es wae iult:gtatcd into the basic minimllm wage. The power to fix wages reliiniCd to
Congress UJlCRl ilS~em in the same year, wbere\iPoo the mitrimllm wage was raised
from PS7 to P64 per clay in Ia1e 1987.

The last It\gislatcd .....az tbc-board increue in the minimmD wage was in 1989 wbat RA
6727 biked the ,IM'''''.Ylevel by 40 percent. However, RA 6727 also e:talal the Nati...I
Wages and Productivity Commissiem (NWPC) and deca,balizcd the wage fixing process
tbrough the creatioo of the Regional Ttipalite Wage and Productivity Boatds (RTPWBs) fur
eacb ofthe COUilby" admj"istnltive regions. The DoLE rqiooaI diteclUi c:bairs the RlWPB
with the NEDA and DTI rqiooaI ditec:tuis as vice cbllits and two iCjN Ilatives each lium
the wum and employer sectors as members.

The deceribalizatjem ofwage setting in 1989 was an imporlNnl step tow8ds nwking
minimllm wages better teftect regiooal wriatioos in cost ofliving and level ofdevelopment.
Decen1I'aIizati also reduced the role oflegislators, DationaIIabor CCDlLiS and similar
intlucoces e".i.ljn, from the national capi1aI in the wage setting proc:css, bning this over
to their regiooal_n'llC,pNi IS who JlI"SiiDWbly ..... mucb better informed about price
iiIOveu6i1S, laborproductivity, employment and bumess cooditioos in their respectiw:
10cati00s. Since 1989, rqiooaI wage boliids have em average raised w8ges every year.
Cutrently, there are at leu! 300 minimum wage levels nationwide, with the bigbcst in the
National Capital RegiOiL

Both employers and organimJ labor have exptesscd dissalisfiu:tiem Ofti' the PiCsent
system ofwage fixing. Invoking the coostitutiooal guaran!lCe ofa "living wage" for WOtIIas
and atgUing that the current level ofminimum wages is inadequate for an aftl'agt family's
needs, the more militant sectiem oforpnimJ labor bas advocated the aboliliOll ofthe rqiooaI
wage boliids and a return to wage fixing by legislatiem. Olber labor groups, 011 the other band,

, This law fixed minirnun ....... P4 por day for .......,;cultunil workas IIId P2.5O por day for lIllriaJ!lunI
workers.



take a more practical sIance and have so far been wi1ling to argue tbeir case for higher wqes
in the regional wage boards. Still, other labor groups tbinIt that the practice ofammally
raising minimum wages 1brougb the regional wage boards undetmines the raison d'etre of
UDions. as individual workers no longer find it worthwhile to Join them.

For tbeir part employers an: geueralIy OV'.acd to any form ofwage fixing that seeks 10
replace that which results from prMde contacting. However. to the e:xteIIt that ftrious ways
ofadjuItmg 10 or eircwuvWIiLg "lQij'iS.'i WIIF laws are available to thaD.. opal 'a -ItfJI!
has bc:c:n IimilIld 10 iow III in the miuju_an wage -*Ie ofthecurrad i_...... such as
those by legis.... or more fiequcnlty bn the lIIIIIII&I adjUSlDCiIS pracribcd by law. This
stance sua IS that CUijI1o}Iers find the jAcxut set-up to1enIbIe at the very 1easL However.
they also want to tie wage increases more closely 10 productivity iowaIses.

The case for a "rirrimllm wage can be decided oo1y empirically on the b8sis ofthe reWivc
costs and benefits ofthis social policy. ApiDst the pulaJtiaI10sBes in employ_DUSt be
COi1ijMled the J!lIIIIbers that an: able to l:nak out ofpoverty IS a resuIt ofthe wage floor.
UIJf..IUiWIdy, eva! kaow1edge ofthis 1r8de-offmay not be suf'&c imt in the 111. in ofa
social em_illS about what wagbts 10 atIach to the conflictiDg pohcy objectives. Th= is
also a bide: ofagJeemeat em the lIpjlIUjAiate role ofa ii1jujllAgn wage. The n.o _ape is that
ofa safety net for W1ClI plli:ml worms. However, in an ec:oIlOOIy wbcK pub1iclyprovided
social services an: inadequa~1y funded and organi:ml social iDsurance 1IIel'banisms an:
limited, the minimum wage tends to be viewed as the jAimwy means for addressing the
problems ofpoverty and vulnerability. This m:ates suong social pressures for upward
adjUSlDCiIS in the mjrrinngn wage during times ofecmomic SlRSS and pl8l:es the burden of
combating poverty em this single device.

Few studies em the effects ofthe mjujll6l1D wage as cunmtIy struelIIred can be fuuDd for
the PhiJiwines for reasoo.s aIJuded to above. The more receDt mcs an: by PucuaI (2002) and
[2002&], which use d8la from the Labor Force Surveys for October 1988-1995. Though they
have yet to be subjected to a more rigorous review, these studies offer wluabIe irdUimatioo
that can be puIeDtialIy useful for policy discussions em the mjnirrMnn wage.

The first study shows that from relatively high levels before the regimwlizotjon ofwage
fixing in 1989, the ratio ofthe minimum to the median wage in 1995 was, in _ regioas,
'"fairly close 10 1.0". This means that mjnjnann wqes wac roughly equiYalcnt to the wage of
the typical wom:r. Mcnovcr, changes in the level ofthe mjnjnngn wage wac obia ved to
impact on the wage distributiOllS, the change depending IIpClII bow bindma miuiu_nn wqes
an:. (For example, the effect seellled less proIIOUIICed in areas oulside NCR wbcK c:ownge is
more limited.) This suppoI1lI the view that the minimlnn wage exerts a polaItiaIly significant
influence on average labor oost.

The study also found widespread nm-compliance, especially outside ofkl:y mben
centen, although coverage inm:ased with the decline·in minimum wages after
cIc:cen1raIi2at Whether this was due to more effective enforcement is difficult to say.
Nevertheless, poor compliance did not seem to detract from the observatiem that wqes in
general moved in conjunctiem with the minimum wage. Given a oegatively sloped la~
demand curve, the reduction in employment caused by a rise in the rrrirrinnun wage thr:o boils
down simply to a question ofla~ demand elasticities.
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4.2 Laborflexibility

EmpIoyas' use of tlc:xible sllIffing lIRlIIIgeilCiili is anoder COiIlleUtious issue in
Philippine indusIriaI ~bdions. Specifically. Ibis pc:rIIIins to tie pnclice ofemploying wmkas
on a noo-rquIar basis (i.e. as Wiib..lUaIs. C85I1'ls or ItiUipOiBiy). wlelber hired directly or
tbrougb an empIoyneat agency. Worms hired bMed on tIese c:on1nIC1Ua1 amngfiiki!\S
generally t-e shor1I:r job lItUWeS and do not eI\JOY tie non-wage benc:fils gnmred to rquIar
employees. As tIe& __ •'H"ads. wbich an: iuca ugly bemg _red to by firms til tie
II.H,f......... it5.iees -.s.ln&h dIlIIbIilIIed lIOIions oftie employDem
re1aliwsbip (wiclely imEtjA I J u job 1CClIrity). they baw: f!JOOIlII!rrl:d mv_ from
Oigaiijm'labor. From labor's _Mi.-lint, wupIoyas raClIt to tlc:xible empIoyDem
ammgellcllts to c:ircumvent wrious labor regulations. such as mininann wqa.. wrious non­
wage benc:fits and otIer labor stHDdards. including tie right ofworms to IJIIionize. that
increase labor cost.

T1e quaai-fixcd D8l1Ire of labor as a pruductivc factor jAu.ides a useful _ring pomt for
uoda··,wli08 cqJloye:n' D'IOtiva1iaas for using flexible CJ14Ilvime.nt w.-"8' "k'''S Some
WiIlji'acllls oflabor cost - hiring and tnIiDing, veation and sick aWlS, employas'
contributions to lIlICiaI security, mrdicmc and In_g, se.uance payuems - an:1DCIIITCd pel'

employee rqpudless ofcontribution to 0U1pUL This provides tie basis for some firms
prefming to pay HD oVl:l1ime premium to existing w\likas inslad oftaking in additional
employees during periods ofsbUIIg dunand.

A1tana1iw:1y, a firm lIJHy n'!SpOD'I to tlnct"ations in tie woddC*! over a period oftine by
using empIoyIIent contracts that allow it to «p',wI iIs wodt force in times ofpeak .....".,'"
and Wiitr&t it n:latiw:ly costIessIy wbaJ de lI.wI is \fCak. Because .mkas hired 85 "non­
regulars" (i.e. 85 "'pJ!lls, COiItnICtUIIIs. ltiUipOiaja, ageac:y-bires) an: usually not cow:red by
IIJlIIJdatrd baefils (e.g.. benefits provided in CBAs). or c:xisriog protectiw: Iegisiarion. tie
firm is able to CCCUMiij.., on tie wrious non-wage CUSlS.

Anoderreason for using tlc:xible empluynent contracts is to di5aillijiY~betweua
groups ofW'lllkas in (;lIHUI:cnsali'lll without inducing adw:rsc cooscqucnccs on worms'
morale. For cumplc. firms may desire to reduce tumova' HD10IIg WlHkaS with high IcvcIs of
firm-specific skiDs and thus pay them efficiency wages, wbcrcas others with only geocral or
low slrills. being casiIy replaccable, lIJHy be paid DO more than tie WllijlCtitivc wage.
HUWCva'. doing so lIJHy not be in k=ping with IIClI1IIS ofDiness HD10IIg employees and
invi~RSJ iilll_ HIIDIg tie lowly paid. By diffaemjating bc.tweua rquIar and IIlJIlofqIIbr
employees, tlc:xible employneut contracts allow employers to tailor employee COU4JO'sation
according to tie dcsiied dcgrcc ofwurka" attachment to tie firm in a way that awids iIs
negatiw: rqen:ussions.

Non-n:gular employuent lIJHy also act as a scrccuing device wIereby employas sort
qualified W'lIIkas into rquIar and full-time positions. Ifdismiswl is costly for employers
because ofSCYaHtICC P'yuents and wrious job security regulations, hiring worms as CHaJ!lIS
or 1tiUipOi8lies with tie option to tumina~ tie undc:rpcrfonncrs without risk of/ega) action
provides an CCOIlOIDical way ofpromoting job productivity and selecting employees for a
pbfilHDent staff.

Short-term labor contracls also provide a conVUJient and less costly a1tonativc for firms
to employ worlccrs with specialized slrills that an: not available in-house but are needed only
for specific times oftie production cycle or for specific projects. Non-regular workers can be
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used as wen to fill in for regular workers who are on vacation or medicallca~or to fill
certain VlIClIIICies for which qualified full-time worms C8IIDOt be fouDd. In times of(A."-U),

restructuring or D&lgas. It:iIijlOiBi)' workers may be called upon by managellM5lt IS a way of
circ:umYenting~ limits on personnel costs.

In an the above. cost IIIjnjlllu.'i.lo is the lIIIdertyiDg R:II&OII for the firm's IIlIe offlellible
labor _jay g; 1M iilS. Today's itw::Ieasingly iota ,H...tj?rd b+-j. fIT arvin..... ,,' d. "w"ds

gIeBIa qility-.firms in order to survM. This impIies.-.oidiaa beiDa IocIacd in to
pwduclion •• h....... daat tie firms to iufIexibIc: Ions lUill CCIiIIIiiiClS wilb 1bI:ir"'''s.
even when product ,lenM'M is eCIM,.iing In this scuwio. labor .....ds, mil job IelD1ty

reguIa1ions daat make 1Umiuati.ms costly, can only inl:Ja8e the cost ofhiriDc- FinDs awicI
these costs by resorting to employmem COOblk:1S daat escape c:cwaage ofexisting labor laws.

The IIplIbot ofan these is that employmeut has bccon., more pi_iws aDd .....5'

incomes incaeuiDgly vulnerable to ecw..wic shocks. The les....1" from "pi i ted labor has
been to pi m: pailiidlt to tqUIate labor cwtUK,ting aDd thueb} limit employers'
ability 10 lDOwi:uIIe ....kas. At bottom, boweva~ wbat the.......,·,_110 curb fIt:xaIIc:
labor CCIiIIIiacting are ttying (or ha~ tried) to achieve is seam: for the wutbr tbe 1IeimS of
employment typically associalI:d wilb regular empIoymeut CCIiIIIiaets (e.g. .....!jm.MiS

employment, access to wage and non-wage bc:uefils mandated by law and/or colla:tM
bargaining agteanents. sevmmce paymenls). The go'o'anment's le5pll'1" has been lD define
the scope for lawful labor conttac:ting and explicitly assign tbe responsibility for providing
mandated benefils or complying with Iahor standanIs lD either tbe labor COOb&lDi or tbe firm
for whom the services are paformed.

Conttacting and SlIbc:ontiactins are gmeraIly allowed under PbiJippine laws, but ate
subject to reguIatim in tbe inlUest ofemployment piomutiOll, lewgnitioo of .aillas· rights
lD just aDd htlDW(lC' conditions ofwudt, security oftallm:,self~aDdco~
bargaining Hence IIDY COIl1r8Cting oflabor services that COiIlia_these decIan:d
objecti~ is consideml an outright violation of law or public POlicY,

Depal tment Order 18-02 (2002) ofDoLE considers legilimale those COObacting
8i'l'lIDgctIIei whereby a firm (the pi incipal) enters into a COIili8Ct wilb a COObaetea or
subconttactor for tbe pafutn:an.:c ofa cettllinjob. worlc or service. aDd tbe ..... in lim
enters into a conttacl to employ worbn lD do tbe job. worlc or service. In this jM! ..... tbe
COIlttacloror su!lc·""RclOr is deeo.Ai tbe emplO)'U' oftbe COIl1nICtUal wutbr forJlUiPOSlS of
enfotcing tbe provisions of the Labor Code aDd other sociallegislatjon Howeia. tbe
pi incipal shall also be held liable in case tbe cootraetllr or subeonb&lDi &its to pay wap or
violates any provision ofthe Labor Code (Sec. 7).

MoreaYd'. in cettIIin instances specified under D.O. 18-02 tbe pi incipal shall be deemo:l
the direct emplO)'U' oftbe cootractual employee. and tberefon:, liable for IIDY _laiy
claims ofcontractual employees that may arise from violation oferisting laws or labor
standards. These include committing any of the acls prohibited under Sec. 6 ofD.O.I~
and engaging in Iabor-ooly conttac:ting (LOC), which D.O. 18-02 expaessly proscribes.

LOC is an arrangement wbereby tbe coolractor merely m:tUi1s aDd SliJlPlies wcakas lD
perform a job or service that is directly n:lated to tbe main business of the pi incipal. aDd_tbe
contractor or subcontractor has no substantial capital or investment lD paform the job or
service Wlder ils own aceoWlt or responsibility. In addition, the contractor does oot exercise
the right to control OYd' the paformance ofthe worlc by the contractual employee. The
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simul1aneous pcseroce of1bcse conditioas qualifies Iabol'-m..1iog, which is gax:raUy
lawful, as LOC, making it tmlawful.

By eatqOi ically defining who the employer is in each case. the inlaIt ofrq"'''''' is to
eDSIR for the -m..'1UaI worm that some puty shlIIl assume responsibility for puviding
him whaIeva' c:ntitIc:meDIs eDsting laws baV1: mpncIwtal all worms to recem:.~
however. dIIt the dec1aration ofa "compell:iJt autbonty" is nc:c:ded to de...uww: the ji" .:e
ofLOC. or where ewtIa:tiugviolMcsmoting lawsorpublie policy. Spn jr..;ally. in thec:ase
ofLOC. whi1e the woditiall " ....ding .......!jzarim is n:latively c:asy to estIIbIish. the CIlbI:r
twO (pelf.......... ofajClb dira:tlyn:1aacd to the Jmin busiDcss of the pnei._' aDdllD.
to <:ontrol ~theperf.......... ofthe wart ofthe -m8ClUal empIo)cc) Ire apeD toftrious
<:n:aliV1: legal inlt:ipelatiODS. This sbifts to the m-ty eloged eaurlS the burden of
determining whclher the <:oDdilions for lawfullabol' c:ontral:ting baV1: been biea:bed

Thus, while the objedive ofsome Iabol' poops to baV1: LOC illr.plizrd 1m}' baV1: been
achieved dnugh D.O. 18-02, it is ......... thing 10 say that this wil1l1l:hieve the ill' n.1oI
effec:t. which is the provision ofsome II ireofiu'M'. e.uuty forJlllllofClllilm wcakas.1n
the first plac:e, the lIe...mination ofwhclher a -m..liu& MIMI" II. "' is LOC, or ifit
vio~the rules on legilimaJe Iabol' <:cIIIInIc:ling <:aD be a tedious legal poocss. Due 10 _

limited resources, worms narmaIIy are at a disadvartage in long-drawn out c:ourt c:ases.
Finns' willingness to invest more in the domestie ewuomy eould also be d-ll ijoc Iltd as a
result A1Jhough firms are generally better positioned (relatiV1: 10 worms) ro absorb
l1'lIJlSa<:lions 00SlS attendant to labor staDdards, the OOIIStBIIt WIl:eiIaiuty ofbeing la1laJ to
court forpmpcated violalions oflabol'eoob..liugrules may be lOa nu:h tolBh in a
situation where competilUis eIsewbere <:aD operate with greater flexibility to adjust to
ehanging IIIlIlket em'1IM'.'. es.

Rmu'll" ofpotentiallynegatM impIl:ts on employment aDd 0IiIpUt, tighter R'Il"Jatims CMl
the hiriug ofIIOIHCgII1ar worIIers, suc:h as de<:1ariDg LOC i1IegaI, 1m}' then DOt be the best
option for c:reating and p .ingjobs IlDd pomoting in<:ome scc:urity. Aside fiun the l:OSlS
ofenfon:ing them, the prohibitions are IIIIfiIir to those IIOIHCgII1ar worms who peRl'to baV1:
a low-paying job than no job at all in the event dIIt affected firms are fom:cl 10 fold up or
relocate their operations some pla<:e e1ll" other than the Philippiues.

A po\i<:y question in light ofwhat seems to be an inepessible trend towmds flexibility in
labor marlrl:ls worldwide is whetber there are ather aYCllUtS avai1abIe far <:CMlbaetllal (aDd
other 1IOIHCgII1ar) workers so that they are DOt disadvBnIIged by .... 001<: sboc:b aisiDg fiun
intemJptions in paid work. Re<:cnt wart [Esguena. Ogawa IlDd Vodopi\'CC, 2002] 011 publicly
provided iocome support for the IIIICIDployed should be inslrul:liV1:. Sueh suppart <:aD taR
various forms: IIIICIDployment iosurmcc, IIIICIDployment _ssisJanee" sevenmc:e pay.
lDIemployment insunmc:e savings amo"nts, IlDd pub\i<: wub. Apart fiun fiJlfilIiDg the Jmin
purpose ofaetiDg as a safety net for labor, the availability ofme or several ofthese forms of
in<:orrlt support <:aD s1reDgthen the bargaining power ofnon-regular workers in Taing
with employers for better <:OIIb'aI:tUaIlt:ims andIor improving working woditims.

• ThiI is because wbil. conlnl:lual won:m ue d.ftn ..,titled to similar righlS .........Ieed all worms1bey may
be ",I_toassert Ihese righlS for f..1hiI empIoyas am easily tmninIle their 0lIII1rIdS owing to their IIIlft­

regular SIlIIUS. With. publicly provided income support scheme in pi-. bMrpining may like place .... _
equaJ footing.
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The choicc oftbe apjIiOjBiaIr: iDcome support scheme Cor die PhiJiwiuts will~ 10
cOlllSitkr a nwuber of factors, includiDg: (i) i1s ability to iespcaJd to sySIaDic or .....'UIy­

wide iDcome sbocks such as ewuowic ra:essi0iiS or s1i'Ul:tUra1 jrnbal,,",," brouPt..by
g10halizatim md b1Jaalizarion. as weD as uaturaI calamities; (ii) bow die sc1lcmcCs) fils imo
the wboIe piDJt ofmsting iDfurmal. &5 weD as formal. mechanisms ofrist liM 3 IWid­

will it 5J4l.4 e"1ll1" 8ilpp1iliit exisring piividle modes ofself-plOla:liOJL wiD it"Mll'k -n with
pn:wiIiDr IIllI1D5 md cullure. me Ibere msting iuailUticJns or pnctic:es IbM can JIIJ:I'e1y be
S1I II' I·' dofaeadiai DCW fJIII!S? (iii) ....'••ihility with otber ......ty l*uvAd
suppat pi S -.I paticics, such as __ ielltiug 10 job aeatiw md faciIi!Ptim. -.I (iv)

adiij"liIjty 10 local (i.e. PbiIippine) CD....i es md the 1** diul 1O"MII'k -nsi- the
existing Icw:I ofwIuJiJris!'wtioeiaf*dtfin die CXIiiiIlJy [Esguen&, Oguwamd Vodupiva:.
2002]. Meel."ism design issues loom IurJe bae in view ofdie need to addJess ..obIaus of
client selectiOll, work inc:entM:s, resoun:e JDDbiIizatiOll, institutiOllll1 viability.md a JarF.
heterogeneous informal sector.

FinaUy. it is iu4JculliUt to look atpublicly-plovidtd iDo.IM IlJIIIIllI"l Cordle iiIICIiijI10JIa as
JDeI'e1y ODe ek".'11 in a pucbgr IbM...10 UIe9ialIe tbe coat ofjob' die otbcr twO

being ielluiaing md 1abor1iiUiklct inflJrmutillll. To '''blh I l&Jidi¥c etreeu OII"M11'k

inceutives, eligibility Cor uoempIoymaJl iDcome support C8D be DIllde U ••Ui.5d 011

8Ile"m"":e in tnJiniDg or ae-tooling pr.&iiiS designed to impru"C employability. This needs
iO be complemented by an effective syslem of1abor mat". infiRmation ID guide decisiCIIIs 011

worker tnJiniDg md Jedix:e die costs ofjob search. As an initial Slep. die scope Cor impJoving
c:oordinutiCJD bdween existing progi&iiiS 011 tnJiniDg and 1abor iDliiRt information sbouId be
explored. The stJdpujng ofdie cecbaicalmd administtalive ClIpICity ofdle labor
deputtmaJl to oversee md JDaDIIIlC these ".&iiiS is a aitical aspect ofdle ioslilulWwI
reform that is iiCCded to eusure that labor iDliiRts perl"UiW their functiOll efficiaJtIy mdlabor
matRt CJUlpdiC$ benefit worms as -n. -

4.3 Di8piltesett1_

Emp10ymeut cwb.:ts me iocomp1ele CCIIIba:ts in that they CMiUIOt spell out fuDy what
eitber CCIIIbeling pmty must do UDder various states of iIatUJe un1aIown to both pm1ies at the
lime ofCCIIIbeting. The ambiguity oflaguage. iiPlIcover, C8D aesuIt in cliffdiiug
irdCipiclatiolllS CIIICC a state ofuature 0CCUiS. This 1D8kes COiitm:lUa1 c!jspn.... uuavoida1JIc.
sometimes with adverse cwscquences. Strikes, work s1owdowDs, mdlockDuts me it' 51 • es
ofbaealcdown in the emp10ymeut relationsbip. wbcu eitber pmty di....pges fium die tenDs of
die cwbaet. No wages me paid and profils me foregooe, reducing tbe wd&re ofboth
employers and workers.

Cootaactual dispo..... me costly so lheir early resolution is in tbe inlt:iest ofboth WCllbaS

and employers. It is thus iwpoilaut for govCiWidit to minimize tbe occ:urreac:e of
breakdowns in tbe employment relalionsbip. By prOla:ting legal and plupet1y riglrts md
adjudicating disputes wbcu they arise, a weD-functioning legal andjudicial 6auewOik is
indispensable in the enforcement ofCOJIIJaCtua1 perl"onJllUICC. This is not ccrtIess, however.

Informational problems due in part to die private nature ofindividual emp\oymcot
contracts often present difficulties for 1hird party enfiRcciiiCnl VohmbUy and biputtite DIIIdes
ofdispute resolution me thus jliCfeaable and should be tbe first recourse. In die PbiIippines,
where such a preference has been officially expressed, employers md workers are
encouraged to develop and use other available mechanisms for settling diSjilltCS, including
establishment-based grievance machineries, conciliation, mediatiOll, and wbmbUy
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arbilration. The savings mlIized from resa Iiuc to these COIIfIict resolutioo schemes em tbc:n
be appiUfHildlcd by both parties.

The reality.~, is that there is stiJI too much reliaDce 011 the courts or quasi-judic:ial
bodies for resolving issues involving labor_iP "eill relations. DoLE SlalisIics show an
mcrcasiDg numbeJ ofClIllCS filed with the regiouaJ a biaation brancbcs ofthe NatiooaI Labor
Relations Commissioo (NLRC) belwCUl 1993 aud 2002.' Ofthe ClIllCS IpmcJJc..t by the NLRC
3ibilas. .r.. 1MIi\:iQn _ ha¥e 1eaI anMId 60-70 puceDt. Some oftheac cues _ BlV"Icd
to the 0.'."" "OIl pnIpCI'. Dlda for 2002 show a 1esI than 60 pucaR dispuailiuu fa for
aImosll6,OOO such ClISCS.

The figures for vollllllllly a biaation aud peventive mediatioo are much ....ner." Da1a
show that cases handled UDder these two IIIOdes c:ombiDed him: DOl exceeded 2000 in any
year during 1993-2002. However. disposition rates here are inwriably higher at 80 paCCIIl or
better.

It should be ". "HUlled that the data 00 c:nnpl!wnry mbilntioo from the NLIlC pc:nain
largely to cases involving iDdividual wcams. while thole 00 vo1unlary abiltaliuu IIIlI
mediation. which cone from the NCMB. pc:nain to ClISCS mvoJving the aphi '&1 secliuu of
labor. This difference reflects the different "w,-Iah ofthcse two agencies. The NCMB is
tasked to handle disputes bdwem employers and labor rmions preventing such cmflicts from
developing into strikes or lockouts. Its pincipal function is the promotion of labor­
management coopaation mainly through vollllllllly modes ofdispulC resolution.

The NLRC. on the other hand, is a quasi-judic:ial body that decides 00 cues bnJugbt
before it by employers or individual worms. While it also pufUiWS a CCIIICiIiabaa aad
medilltjoo role. the NLRC is more easily associaIaI with compuIsory abialltjJ1ll.:It is IIIIt an
exaggeratioo to say that IDJSt cases brought to the NLRC go to adjudication. A possible
expJanlltjon for this is the low rmioo density in the country. which IIClIIIS that most .cakas
have to rely on the intenention ofa third party, often with the 8SQstance oflawyets, to
compensate for their disMlvan1age in din:ctnegotialions with employers.

The p'ouss ofresolving labor dispdrs in the Pbiliwines is notoriously slow. Frean the
time that a complaint is fust filed with the NLRC, the process normaIly takes anywIere from
one to tbn:e years. WIen decisions are appeaIed, the waiting time is C'VaIloager.

Cases are initially filed with the regional arbitraIian bcaoches wIere. cbiDa the
IJJlIlIdatory confemx:e slage, coneiliation is first a""'.ed to resolve diffuwces~.
Failing this. the case goes to CODIJlUl-y IIlbittation. When an adjudicated case is BIV"1cd by
either party, it is elevated to the Division level wIere the NLRC c:ommissiOllCl'S themselves
review and decide on the appeals. Ifstill unsatisfied with the decision, the parties JIM;)' bring
their case to the Court ofAppeals as a last resort. Sourc:cs familiar with the pocedures say
that the whole process inclusive ofappeals can take as long as ten years in some cases.

, The rile in Ihe NLRC caseloed fiom obout 33,000 11> 49,000 durina dIis period is J*dy.... 11> Ihe ..jICb"elll of
Ihe Mignnt wooten' Act in 1996, which poe NLRC cllCluliwojarisdic:lion 11> I.-IIId doeide ..... lrisingout
ofc:ontni:lII8I cIisputa ilm>1ving Filipino OCWs.
I Another agency attached to Ihe DoLE, Ihe NlIIionaI Conciliation IIId Medialion Boord (NCMB), bas juriIdiclion
0.......... for YOhmlary arbitnllion, concilililion IIId mediation. However, NlRC labor arbiters lie ell"" ltd 11>
also perform conciliation and mediation fUnctions, succeedins in which caq>ulsory erbinIion beClames
gunc ry.
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Reasons offeml by users of tbe arbitration system to cxpIain tbe l8rF mnnbc:r ofpending
cases include the tmdcnc:y for various IKIll-pI'incipa parties (lawyers. fixers mel UIIions) to
dominate the process. often complicating or even p CYdlting tbe settlement ofdisputes. The
dilalmy tlICtics resor1aI to by both~es mel their lawyers (posIponc:mcn1S, aon-appc:aaance)
also conlribute to tbe cloging of tbe NLRC dockets. In addition. ccrlaDI mcfficiencics in tbe
system ofdjspute resolution, such IS tbe inability ofgrievance lIllIChiDetics to function
pupaly at tbe plmt level tbe lack ofbaining oflabar wbiltlS in conciliation. mel the
fRo!" tljaii ofJmDy 1aw)<as to IitipIe ndJer~_.-out~f~on hebaIfoftheir
clienls resaIt ill _ cues gaiDg10 ooq-dsary ..bibdiun than ocherwIse. This sibIIIian his
IeDded 10 fuel alkgarims albeit I8rFIY UDSUN' ilialed ofcorrupIion 'decisions fur sale' in
the sysIem, DDIab1y in Metro Mmila.

To address some ofthese problems, the DoLE iMaued Depaument Order 40 in 2003 (D.O.
4().4)3), which, lIIIIOi1IJ otbeJs., sr:eks to fiIst-trllck dispute settl""""'rt by stipiilM'ing a maDmllm

period within which tbe NCMB tIIIISt IIct OIl cues before it. However. tbe order is silan about
tbe .--p""""CS fortbe nal-a_bilDsof_ meeting c!radJinrs On tbe other bind. tbe
costs inij--.:i by tbe rules OIl tbe puties to a djspute enpging ill diIaIDfy lIIctics m.y DOl be
high ""!Jgb to delI:r Sball:gic IIction ifa legal raowse can be found around such tuIes. MCR
impoilliiltly, D.O. 4().4)3 applies 0II1y to dj"P'r!rS involving labor IIIIioIIs. mel DOl to cases
involving individual 'WUlkaS at tbe NLRC where tbe backlog is Ii1IICh biger. In tbe 1atII:r
case, the approach as oflate has been to train labor arbiters in conciliatioo mel I'DI'll/iation
work. as a way ofreducing tbe IJUillber ofcases that go to compulsory arbittation.

C1t111'1y, tbe issue is bow to wean tbe cum:nt system ofdispute settlement away &om
cosdy adjudication mel mow ittnwad prevention. The SlrdlgtlCnjiig ofinstiiiilh:wwl
capabilities at tbe NLRC is cerIainIy a mow in tbe right dim:tim. At tbe _ iU. tbe lack of
perlIlUDC:I who are well-lrained in coociliation. mediatioo mel adjndjcatim lmds-to magnifY
tbe b8cldog ofumesolwd cases. Howner, there is also a Deed 10 eXimjrc erisliug rules mel
procedures gowming dispute sctt1emdlt as these may be gencraling iocdllives that are a
potential source of the problem. Tbcre may also be good ItlISOIIS to re-t Clmine tbe existing

system ofproviding sepaation pay for dispW:ed wurkas.

Most cases at NLRC (SO percent) involw lDminations UI" dismi_Is with IIIIIDt}' claims.
Since tbe lIIi1OlIi1t ofIIIIIDt}' claims, mel even tbe merit ofsuch claims, is cmlingart on tbe
reason for lDminalion. tbe circ\lluS'"..es oftbe terminatioo are often a cuulblti.1us item in
many cases. For tlllIIIIple, terminations due to misconduct invohe no payment of&qMIatim
benefils, while lDmjnatioo foreaaMlnj.: reasons requires suchpayrnmts. Saaaa:e
pa}'illdlts wben dismis-l is due to ra"gvIancy are also biger~wben firms resorl to it to
avoid "fur1ber losses". FW1bamorc, nm-regular employees are not usua1ly mti!)c:d to most
non-wage benefits including stpaiation pay. These suggest thatpat oftbe explanation for tbe
large number ofinduslrial relations disputes may lie in tbe inadequacy oftbe CUJ'Idll system
ofproviding regular workers who are displaced with retrenchment beDtfits UI" ~aance pay
as well as in the recent trend tnwads non-regular employment The possibility of
economizing on such payments creates incentives for employers to choose tbe c:iJ"Cliliblawes
IDIlIer which to leimiuaIe their employees, which J'IIlIkes worka- separatioo subject to so much
delay aod costly litigation. A system where receipt ofseparatioo benefits is assured regardless
oftbe reason for termination will reduce tbe incidence ofdisputes even as it satisfies tbe
safety net consideration.

Rules 00 termination also pn:scn1Je certain procedures to be followal. Ifemployers filiI to
observe these, dismissed workers are reinstated, with back wages for lite period of"illegal"
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sepaatillll, lJIItil procedures shall bave been jAopeI Iy obset .ed or, iftIIc basis for djpnj_J is
COIItested, 1he case bas been decided with finality. With workers entitled to full wqcs. or
back wages. for 1he CIIIireperiod in wbich DO decisiOll 011 a lbminatiOll case bas been banded
down. tbae lie pnornti-I raI!s tbat em be extnK:led by those in a positiOll to COIIIroI how
slowly or quickly a specific case is raolved.

5. Smpe...,.,. f ......... ,.

EwpIoyDLDt growtb is lim ' IMIIy a fiIDction ofO' '''''K: growdL A IaIIby met
growing CC"••"I) is 1bus1heutian's best ........... Jbatjobs wiU be lmIiImIe for i1s IIIbor
force. This calls for DaCloecouomic met sex:tIJi'lI\ policies !bat lie CClDlIucive to inu_llS
growth to -.re a c:mtinuous demaod for labor. On !be supply side. inws"">11!1 in ed"catim
and bainiugas weU as in hea1th met populatiOll should p8Y off in lams ofraisiug1hequa\ity
of1Bbor supply, iul:leuiug employability met iqau.iug iuconocs These employment
Cieatiugpo\icies ur:ed to be complc:aaDled by 1Bbor~poIicicsJbat (il faci\j!a1r!be
al1O'ati'lllll oflllbor to i1s liIIIIIt productive uses met ",j"j,o,II': miN'" les; (ii) jAu••
adequate sd:ty nets for wOIb:tS to !educe !heir vu1DcnbiIity to iucc"e sbocks wi1hout
restricting employers' flexibility to lIIijust to changing~ cirClQ"""M CS' WId (iii) Iowa­
the cost ofsettling industrial relatiOl1S dispul£s.

On the basis of!be disc:ussi0ll in tIIc previous scctiOllS, labor~ policies sbou\d aim
to strih a blIhmc:e between reducing !be cost of tnmsaetiug in labor DiPki:ts met safetpmrdiug
workers' welfare. While more amaIysis is required to cone up with specific: Rl(>iMiG'et\ll..ioJas
0II1he exact form ofinlcnmtiOllS, it is clCllr fiom !be discussim above tbat1hepi ofjob
creation em be adYlIIICed by a policy regime !bat "'j"j"'j.... j"'10li"ellls to 1he fiaWlliou of
employment COIIb.1s or bn:8kdowns in 1he employment reiatiOllShip. In order to reduce
traDslIl:tiOl1S costs (i.e frictiOll) in !be labor IJIIIJ'kct, policy should p8y daItioo to !be
foUowing areas:

(I) trainiDa met re-training: to CIISIII'C 1he supply ofslti\la in de"M'" met to iul:lease
employability;

(2) 1Bbor III'Il'ket information: to facilitate 1Bbor absorptiOll as wen as sbortm
unemployment spcDs;

(3) unemployment income support to insure workers against adverse
incomcICOIISIJIDptiOll sbocks arising fiom unemployment; WId

(4) Btl cfficiaJt system ofdispute raolutioo: to !educe costs mcialtd with wodt
stoppage met employment lOPeS clue to disruption in -.uuuJic activity.

In 1he area oftrainiDa met re-training. it bas been l'CCO'ililmded previously by !be
Congressional Labor ConnnissiOll (200I) !bat 1he Technical EtbM3tiOll WId Skills
Development Autharity (TESDA) COIlCCDtrate 011 i1s nwndate to oversee teebrricaI met
vocational training rather thBD on dim:tIy operating vocational-tcchnical schools. The idea is
to dewlve as DD1Ch as possible vocational and technical training to local govanmcnt units
(LGUs) and !be private sector to enable !be govmuncnt thru TESDA to COIlCCDlrate 011 !be
fimctions ofskills certification, stBDdard setting and equivalency, and the building of
partnerships between trainiDa centers BDd iudusby. While this idea docs not Iaclt support
within DoLE. it is in4JOIlant to give it greater impetus by providing some technical assistBllCC
to TESDA in areas where such assistance is needed. One such area is in tIIc evaluation of
training programs so that policy makers have a better sense ofhow these COIIttibutc to job
creation and improved incomes, and in what activities !be public sector bas Btl advmtagc over



the priva~sector. Rate-of-retum studies onlcl:lmical-voc:ational education are also useful
guides for households deciding on the type ofewbotional imeslWeills to maR lIIId em be
used in conjunction with other labor IIIlIl'ket information to guide humin C8pilal inwsIJJaJt
decisions.

TESDA may also DCed assiSlllllCe in building lis institutionaI .......lty towards I*UlIIOting
better cocadination between public lIIId~ sectors in providing voc:ationaIlIIId IIeChwcaI
training at !be IocaIleYelso !bat a beUa"_h of skills with induIlry ... hFh4 may be
aclJieftd lIIId cosdy dnplication ofgoftiJ1iiIem-lIIId l*iVidlety-jaovided llaiui:ug may be
aVOIded. Coowelely, TESDA em JlPC the way towards beUa" coorcliiWI-1II bdween the
private providers oflcI:lmical-vocational ewbraticJn and lIaining lIIId JII'ivI* firms orating
specific types ofskills.

The labor IIIlIl'ket mismatr:1x:s noted in an earlier section ofthis report "'18C51 !bat a _
effective labor IIIlIl'ket information syslmI is II t t lied in order to bricille !be pp bdween the
humin resource requiremenls offirms and available skills. The current set-up provides lOr
such a syslaD: there is a law (R.A. 8759. 1999) hF,_lating the est:IbIislM'enl ofPubli<:
Employment Service Offices (PESOs) in "all C8pilalloWllS of1*0YiDces. ey CIlics lIIId other
strategic areas". However, it has been difficult to iDsIituIi<wwli... these employnem
facilitation offices mainly lID aa:ount oftheir budgeI&ry implications. !be lack ofa clear
delineation ofresponsibilities between national (DoLE) and local (LGU) go"ejllnehls, lIIId
cer1lIin inadequacies among PESO pelSObllCI.

Ifdesigned -11, !be labor IIIlIl'ket inf..mation system em go a long way in gJtiding
private decisions with Iespect to the job IIIlIl'ket as well as public policy cfraling with
employment creation. At the moment, this is the only publicly opaa1ed lilcility in !be
Philippines !bat has the polI::DtiaI fOl" providing information about both sides ofdie labor
IIIIIIket. This potential must be exploited fuIthertowards the enIumi#'nleht oflaborllllll'ket
outcomes. Teclmical8ssistance may be needed fOl" upgiIllIing the capabiliIies ofDoLE lIIId
PESO staffto COIIduct labor IIIlIl'ket analysis using the information collected from firms lIIId
job applicanls. Ass !ehls ofthe effectiveness ofthe PESOs as currently orpnizrd would
also be useful so that _messes in concept and design em be Idchessed. FOI"~ given
that there IIIC &heady priva~ placement agencies, what additionality does a public IiIciIity
bring? What types ofemployers lIIId appIiamts are likely to find such IiIciIity useful?

Beyond iCClCding WCllDCies, applications and placen_:hls, the netwadc ofpubtic
placement offices em provide information about the types ofskills sougbt by employers, the
level ofskills P'J ICj byjob applicanls ICC CIsing the PESOS, the kinds ofjobs 01"

occupations that II'C relatively difficult or easy to fill, IIIId regional smpIuses 01" shortages of
specific skills. This information em be used to guide decisions coocemiDg the provision of
training.

With Iespect to pomoting greater labor market flexibility, policy must be sensitive to the
increased vulnerability ofworkers to income shocks as a result. To complemenl re-traiDing,
which should increase employability,lIIId beUa" labor IIIlIl'ket informatiOll, which should
hasten re-.bsorptionllIld shorten unemployment spells, some fonn ofsafety oct ought to be
available to prevent household consnmption fiom falling below some minimum threshold
level during the worka"s period ofadjustment.

As in most developing COIDItries, no formal system exists in the Philippines for providing
income support for the W1employed. However, there may be uerit in considering putting such
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a system in pIKe. First. becausc worken III'C inc:reasingIy exposed to greaIa" employment risk
due to the erosion oflraditioml employment reIatioosbips. Sccond.. because lIC"Yuauce
paymeuts. which COIISti1u1e the only form offormal income suppoI1 for displaced wulas,
are largely ceM,6'kd to the formal sector 8Dd often enlaill1OlKOlDpliance problems !bat invitI:
costly litigation. And third. beau'sc the alternative. priwte tmnsfers. can be exbdilely IimitaI
lOr insuring apinst inc:oo.. shocks expb"ialced by !be poor 8Dd underemp1oyal.

InitialIlDdies at the WCJI'1d s.nIc jpdje:w some SOilflC for inIrodIx:ing _ funn of
Income suppiil1 fur1la: '.1io.Jyed IIIId wdadiijlWyed in developinll COUIIlI'ies. Howe_.
unJiIle hiM11."'_iIBnDce. which is found in most mature economies 8Dd which gives
rise to incentive probk::ua. the system being proposed for developing _Milies is .... baed
on pre-funded individual savinp accounts !bat workers can tlIp in times ofneed. WhiIe-.I
design will most likely vary depending upon the spcQfic circums1ances ofthe developing
country. the essential feabRs are: (i) iDclusion ofDOIHCgular wukas 8Dd tbose in the
informal sector in the~; (ii) need ratber Ibm IIIk:IDPloyment per se as basis for
eligibility; 8Dd (iii) complell"IIIH'hln with C'Xisting informal mechmiSlllS in wgawg desIp.

To be sure. 11I8II)' issues of_M..ie. fin1ncia18Dd 8dmiDislnItM:~wiD bne to be
sor1M out in CCliIiiC£ti<In with lIllY prOjlUlill1 to iDlroduce a publicly provided scbanr for
unemployment income support. Fwemost oflhese is the question ofwlw:tlw:rthis does DOt

unduly add to the cost of hiring. But ifthis is !be single most impoIlliJit coosidamoo. tIw:n DO

PlOposal for sbielding workers apinst incomr: risks is aa:eplable. Tbe point is some form of
risk-sbating betw=n employers and workers is socially optimal.

Finally, as the previous discussion ofdispute seut_~ indicatr:s. there is COIISidr:nbIe
room for redUcing further lhe cost ofcreating jobs by minjmjzing breakdowus in lhe
employment relationship. To.anew: this requires a well-functioning legal8DdjUdicial
ftamewurk that can enforce contracts, protI:Ct ptDpClty rights, 8Dd adjudicate in a least cost
DWimer when diSptttrs arise. Tbe courts 1JIIISt be staffed with competent, ethical judges who
are ptopeily JClDlmenlted and not likely to succumb to bribery. This aspect can be takm C8IC
ofas part ofthe general program ofjudicial rdOnn.

<moen the huge finIlncial requiranc:nts 8Dd long-tam nature of legal refOlDlS, it is useful
to develop equiwlent rules that can substitute for SOIIk: enfon:ement aspects ofthe formal
system. Tbe cost ofscttIing disputes declines coosiderably when self-regulatory 8Dd
voluntaly arbitratioD mechanisms can be put in pIKe. Current moves to maR concilia1ioo
8Dd ]DI'A!jHtion the first level ofgG1IUWIiliiit inteneDtion in labor disputr:s III'C in the right
diIec:tion 8Dd sbould be vigorously supportM. At the sana: time, there is a need to study IIIIlIC

closely the incentive structure that leads to the clogging ofcases at the NLRC as a first step
towards instituting reforms that wiD altr:r the behavior ofpanies involved in resoIviug labor
disputes.

Tbe fOlD' III'CU ofpolicy refOl1D discussed above should be takm togetber as a set of
mutually reinforcing measures to promote greaIa" employment 8Dd income security for
workers. While policies should generally aim for gre&tI:r flexibility in order to lake advantage
ofthe growth opportunities opeDCd up by iDcreased integration into lhe world economy, it
should be clear that labor IIIlIlket flexibility requires .....rCSjJOlhfing measures in lhe III'CU of
enforcing labor s1andards, continuing WOIka" lraiDing, labor IIIlIlket infonnation, 8Dd
mitigating inCOllk: losses arising from job separations.
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N.. Ltg I., Werbn, 1919-1997

-.:ATOR 1_ 1.e ...... 1tI2 1113 ..... 1111 1_~
;

j"-e-I
! TOTAl. EIIPlOYIENT 2.431 2,378 2.2!12 2.504 2.561 2.493 2.892 2.608 2,885

Pan-II,___
32 39 301 37 46 37 48 51 63

Ca8ulII_ 100 87 95 102 87 108 119 108 1301

~-
201 195 161 250 250 197 319 320 401

TaIIII Nan n 2 _Wuu.... 333 321 290 389 383 342 486 479 598

1"--'1
Pail ....... 1.3 1.6 1.5 1.5 1.8 1.5 1.8 2.0 2.2
c::.u.I Wcalw. 4.1 3.7 4.1 4.1 3.4 4.3 4.4 4.1 4.7
ConII-.. Wui"s 8.3 8.2 7.0 10.0 9.8 7.9 11.8 '2.3 14.0
1"•• IIn 2

_...... 13.7 13.5 12.7 15.5 15.0 13.7 18.1 18.4 20.9
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Job V_des SoIidtedIReport AppIicats R.egillel eel
ud Placed, 1990 - 2001

1.1'

JabY
, .......01 .......01

y- San It 11m 5 IIICI %;n .. •"
7 ..

1990 93 104 65
19111 106 122 81
1992 117 120 71
1993 207 317 162
1994 421 553 373
19115 581 733 588
1996 535 623 449
1997 585 843 477
1996 505 547 393
1999 8lI8 9D7 636
2000 1,434 1,619 983
2001 1090 1151 922
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Job VI! cit:s SoIidted/RepDrt Apr' M1S Reptaed
ud Pbleed. 1990-1001

----------_ ..-

Hiring and Firing Workers
Condlllons of

FlexIbIlity of """'n.m FluIbM, of EmpIa,,,••
hiring Inda Index tIrtng Index _Index

~ 51 73 III ..
Singapore 33 26 1 20
Taiwan. China 81 59 32 57
Thailand 78 73 30 61
Vllltnam 43 77 48 56
China 17 67 57 47
Hong Kong. China 58 22 1 27
Indonesia 76 53 43 57
Malaysia 33 26 15 25
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Wage Rates
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-NCR
CAR

iR8QiDn 1
1R8gian2
1R8gian 3
1R8gian4
1R8gian 5
lR8gian6
!R8gian 7
1R8gian 8
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!R8gian 10
1R8gian 11
,R8gian 12
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