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Abstract  

 In the aftermath of the 2016 election, labor leaders and their political allies pushed for an 

immediate end to so-called employment “contractualization”, a policy proposal currently popular with 

voters and politicians. The idea is for the government to tighten and reduce, if not prohibit, the use of 

temporary employment contracts (TECs) and job outsourcing. This paper analyzes the policy idea and its 

potential economic consequences by looking at the roles of TECs and job outsourcing in the functioning 

of efficient labor markets, the experience of European countries regarding TECs, and Philippine 

employment data. The study finds that while the policy idea is undoubtedly well-intentioned, it can 

undermine the goal of achieving rapid, inclusive and sustained economic growth. The realization of this 

outcome depends on the nature of the policy design actually adopted. In conclusion, the paper suggests 

a framework that can be useful in formulating a coherent policy on temporary employment and a strategy 

for dealing with “endo” practices. 

 

1.0 Introduction. 

In Chapter 2 of this volume, Paqueo, Orbeta and Lanzona shows empirically how large increases 

in the country’s legal minimum wages (LMW) have unintentionally hurt the poor and other disadvantaged 

population groups. In this paper, we discuss another labor policy idea popular with politicians and activists 

that could further hurt the country’s economic future, especially that of disadvantaged groups. The idea 

is about the further curtailment of temporary employment contracts (TECs) and job outsourcing.    

For years, labor unions and their allies have been pushing for legislation to tighten and reduce, if 

not prohibit, the use of TECs and job outsourcing. Not surprisingly, they pushed this policy idea along with 

other populist demands for rapid increases in LMWs, more employment benefits, and more secure jobs. 

This year they have succeeded in getting political leaders to support their demand “to put an immediate 

end to employment contractualization”.  Those leaders include Presidential, Vice-Presidential and 

Congressional candidates. Many committed to the immediate issuance of regulations and the passage of 

a new law to end labor “contractualization”. Following up on his promise, President Duterte immediately 

gave his new Secretary of the Department of Labor and Employment (DOLE) marching orders to end 

“contractualization”.  The President, like other supporters of the anti-contractualization idea, justified his 

policy stance on the premise that the government is mandated by the Constitution to provide job security 

to all workers.  

In this paper, we are concerned that, if political leaders and voters in the Philippines fail to 

recognize the unintended consequences of tightening restrictions on TECs and job outsourcing, access to 

                                                           
1 This is the draft technical paper for Chapter 2 (draft 8e) of a forthcoming PIDS book, Unintended Consequences: The Folly of 
Uncritical Thinking. Don not for quote without authors’ permission. We would like to thank Anne Jillian Adona and Jed Santos 
for their wonderful research assistance. We are also grateful to Ribi Dano-Luna and Sophia Cuevas for their invaluable editorial 
services.  
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good job opportunities by disadvantaged workers could again be impacted adversely (albeit, 

unintentionally, as in the case of the legal minimum wage mandate). Unbeknownst to most voters, 

politicians, and well-meaning activists, not all TEC restrictions are created equal. Some are welfare 

enhancing; others are welfare reducing. The imposition of costly mandates could inadvertently hurt the 

growth of employers, especially small enterprises (see Paqueo and Lanzona Chapter 3 of this volume), and 

their ability to survive2 and create jobs.   

Consistent with the above concerns, the objectives of this paper are three-fold: (i) highlight the 

roles that TECs and job outsourcing play in the efficient functioning of labor markets; (ii) discuss how the 

anti-contractualization advocacy (depending on its specifics) can lead to unintended adverse 

consequences for inclusive growth; and (iii) outline a framework for understanding the underlying reason 

some employers resort to “endo” or 5-5-5 practices.3 These practices refer to the use of temporary labor 

contracts whereby a firm hires a temp for a period of six months, dismisses them after a few (usually five) 

months, then hires them again a couple of months later - a cycle usually repeated several times. It should 

be emphasized that although we discuss “endo” practices, the main interest in this paper is about 

temporary employment contracts and labor market flexibility in general. 

This paper discusses the anti-contractualization issue from the perspective of labor economics 

and is organized as follows. Section 2 presents the economic context. It identifies the fuel that has given 

rise to the anti-contractualization movement. Then, it describes the regulatory environment of the current 

labor markets and presents data about “endo” workers and job contractors.  Section 3 discusses the roles 

of TECs and job outsourcing in the efficient functioning of labor markets and discusses lessons learned 

from Europe’s experience with temporary employment. In particular, we present evidence implicating 

restrictive employment protection legislation (EPL) as a cause of so-called “eurosclerosis” - an economic 

illness in which a country persistently experience high unemployment rates and lagging job creation 

during periods of economic growth4.  We also look at the buffer stock, filter/screening and outsourcing 

efficiency hypotheses, and related empirical findings highlighting the effect of liberalizing the use of TECs 

on unemployment rate. Section 4 elaborates on the profile of Filipino workers and their employment 

experience. In light of this, we explore the idea of temporary employment as a platform for second 

chances for workers with poor credentials for permanent employment. In the penultimate and final 

sections, we synthesize our findings and discuss their implications for ways on how the government should 

address the concerns underlying the anti-contractualization movement. 

 

2.0  The economy and regulatory environment      

The political support for the anti-contractualization movement is rooted in the popular perception 

that while firms have profited much from rapid economic growth, workers are not sharing in its benefits 

and are being left behind. A key reason for this outcome, according to a populist narrative, is that firms 

                                                           
2 There is no readily available data on business survival rates in the Philippines. But data from Small Business Administration of 
the US indicate that the survival probability of small enterprises is 66 percent in two years and 50 percent in five years. Since 
these results are from developed country conditions, even lower rates can be expected from developing countries like the 
Philippines. This is further discussed by Lanzona and Paqueo in Chapter 3 ("Trading-Off Worker Flexibility for Job Security: Missed 
Opportunities for More and Better Jobs") of a forthcoming volume (Unintended Consequences: The Folly of Uncritical Thinking). 
3 “endo” is short for end of contract 
4 “Eurosclerosis” is a term introduced by German economist Herbert Giersch referring to economic stagnation that can result 
from a government’s overregulation and overly generous social benefits policies” (Investopedia.com). 
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do not pay workers fair wages and legally mandated benefits. The firms, they claim, resort to practices 

that circumvent or violate the spirit, if not the letter, of laws intended to promote the welfare of workers. 

The “endo” practices are cited as examples of circumventions that violate existing law prohibiting “labor-

only contracting”.5  There is no doubt that “endo” practices violate the law.  The anti-contractualization 

rhetoric, however, goes beyond the condemnation of those practices. It paints a picture that tends to de-

legitimize employment of casual (temporary) workers and outsourcing of jobs. The cartoon below 

published in the Philippine Daily Inquirer depicts such demonization picture (Figure 1).  

    Figure 1. Contractualization blamed for the hardships of Filipino workers  

 
Source: Philippine Daily Inquirer (May 2, 2016) (permission being asked from the cartoonist) 

 

Economic context. The Philippines in recent years has made noteworthy progress in growing its 

aggregate output, as measured by its Gross Domestic Product (GDP).  After decades of mediocre economic 

performance, the country has finally learned to grow its GDP rapidly and consistently, thereby shedding 

its image as the sick man of Asia. In fact, the country has become one of the brightest spots for investment 

in the region. These accomplishments are founded on sound macroeconomic policies, institutionalized 

efficiency-enhancing trade and reforms, and increased national productivity (World Bank 2016 and 2014). 

At the sectoral level, the remarkable growth of Business Process Outsourcing (BPO) as well as the steady 

remittances of Overseas Filipino Workers (OFWs) have diversified the sources of Philippine economic 

growth. In turn, the diversification has helped the country overcome current turbulence in the global 

economy. 

Despite the above accomplishments, the country’s economic situation remains highly challenging.  

First, the country’s poverty rate (Figure 2) remains stubbornly high and income distribution continues to 

be highly unequal. Second, inclusive growth remains a dream due to lack of decent jobs. This employment 

issue has three interrelated dimensions: (i) high under-employment rate (about 20 percent); (ii) high youth 

                                                           
5 “Labor-only” contracts are agreements where the person supplying worker to an employer does not meet either of the following 
conditions: (i) contractor’s assets are less than the minimum capital or investment requirement specified by DOLE; and (ii) the 
workers recruited and placed by such person are not performing activities which are directly related to the principal business of 
such employer (Article 106, para 4, LCP). 



 4 

open unemployment rate (15.30 percent among 21-29 year olds); and (iii) low average per worker real 

earnings of wage and salary (WS) employees, which is barely enough to sustain a worker’s own survival.  

Using 2006 prices, real daily earnings appear to have declined from Php 290 in 2000 to Php 266 

in 2014. This decline seems to have occurred despite recent increases in average productivity shown by 

World Bank (2016). Open unemployment in the Philippines and elsewhere is largely a phenomenon 

associated with the well-off, educated and young who can afford to wait and search for decent, well-

paying jobs (De Dios and Dinglasan 2015). The concern is that high youth open unemployment rate could 

evolve into a major social problem, if left unattended. The challenge is to encourage the young to find 

jobs that match their ambitions and competencies before becoming frustrated. Failure to decisively and 

opportunely address this challenge could eventually result in costly social and political unrest and even 

criminality and drug problems among the youth. We highlight this issue, because as we argue in the next 

sections, curtailing the use of TECs combined with aggressive push for high minimum wage regulation and 

costly worker dismissals could hurt young workers, especially those who are yet to have their first jobs. 

 

Figure 2. The persistence of high poverty, unemployment and  
underemployment rates (percent): 2003-2015 

 
Source: Philippine Statistical Authority (PSA) Official Poverty Statistics, Labor Force Survey (LFS) October 2014 Series 

 

Third, although there has been some revival in manufacturing, its growth has been relatively 

modest. In effect, industry share in employment has fallen from 20.9 percent in 2001 to 17.4 percent in 

2014. Worse, productivity growth in agriculture has remained mediocre. The failure of manufacturing to 

grow faster combined with the dismal performance of the agricultural sector means that the economy 

could not create high paying jobs more rapidly. Moreover, this pattern of development has led some 

respected economists to worry that the shift of employment's center of gravity to services (42 percent in 

2001 to 52 percent in 2014) has occurred without going through industrial development (Daway and 

Fabella 2015). Concerned that the share of manufacturing industry in GDP has prematurely declined, 
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those economists argue that the government should focus its economic policy on building modern 

industrial capabilities, as successful East Asian economies had done6. 

The point of the above discussion is to emphasize that the central task of Philippine development 

today is to organically expand opportunities for decent jobs and provide rising real wages and benefits to 

achieve sustainable inclusive growth. On this point, the experience of successful East Asian economies 

suggests that it is critical to move labor from low productivity agriculture to high productivity modern 

industry through more rapid manufacturing development.7 This type of structural shift allows the kind of 

organic and transformative growth that could sustainably and rapidly reduce poverty and inequality to 

more socially tolerable levels.  

The question is whether the adoption and implementation of restrictive labor standards and 

complex regulations (discussed below), like those established in rich economies, can make up for the 

failure of the current policy environment to advance economic transformation. In light of this question, it 

is fair to ask whether banning temporary employment contracts and curtailing job outsourcing would 

hinder or promote the movement of workers from low productivity traditional activities to higher value 

jobs in transformative sectors. To answer these questions, we now look at the labor regulatory 

environment and subsequently its interaction with economic decisions. 

 

Regulatory environment. The Labor Code of the Philippines (LCP), which was enacted forty years 

ago in 1974, sets forth the rules for hiring and termination of private employees, the conditions of work, 

employee benefits, and the guidelines in the organization and membership in labor unions ,as well as, 

in collective bargaining.  Following constitutional mandate, the LCP seeks to protect the poor against 

unfair labor practices, strengthen their bargaining power and promote their standard of living.   

 In order to do this, the Code classifies employees into regular, casual, project or seasonal workers; 

and mandates that an employer should offer permanent employment to a probationary worker after a 

period of six months (Articles 279, 280, 281, 286 and 287). Once regularized, permanent employees, 

together with unionized workers, cannot be terminated (Article 234, 253A, 260 and 264) except for just 

and authorized cause subject to the requirement of due process applicable to all establishments, whether 

for profit or not (Article 278). To further protect union members, the Code restricts subcontracting 

arrangements (Articles 106) and disallows contracting out of service or functions being performed by 

union members when such will interfere with, restrain or coerce employees in the exercise of their right 

to self-organization (Article 248 (c)). Apart from security of tenure, the Code also establishes the minimum 

wage law prohibiting wages from going below a certain level and disallowing the diminution of benefits 

once awarded (Article 127).8 

The LCP clearly allows enterprises to hire seasonal and project-based workers for activities that 

have a finite duration and which nature is seasonal or project-based. Likewise, the labor code permits 

                                                           
6 It must be pointed out that the rising share of the services sector in total employment is partly due to the rapid growth of the 
modern components of the sector like BPOs. Critics of Philippine economic development, however, have argued that the rising 
share of services is due not only to the rapid emergence of BPOs but also to the growth of workers forced into low productivity 
service sector jobs for lack of better job opportunities in the industrial sector.      
7 This idea does not mean that agriculture should be neglected. On the contrary, development economics teaches that agricultural 
productivity must rise to allow the shift from agriculture to industry without being prematurely choked by food price inflation 
and/or scarcity of foreign exchange to import food. 
8 This paragraph draws heavily from study of Lanzona (2014) on labor issues. 
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fixed-term appointment, provided that the worker and the employer are on equal footing in negotiating 

such appointment. That is, the worker is not under duress in accepting such appointment. Current 

regulation also mandates firms to offer a regular (permanent) employment to a temporary worker prior 

to the end of his six-month probationary period. If the worker continues to work for the firm after six 

months, he becomes automatically a permanent worker. The above mandate is informally known as the 

“worker regularization rule”. But in practice, this regulation compels many firms to terminate a 

probationary employee, if the employer does not or cannot afford to offer him a permanent job.  

Philippine law vests employers with management prerogatives. The Supreme Court recognizes 

these rights as inherent in property ownership and business management. This recognition implies that 

depriving employers of these prerogatives is tantamount to depriving them of their property without due 

process. One of the above-mentioned prerogatives is contracting out jobs.  

 It would appear then that employers have overwhelming power over workers. Given the current 

employment protection laws (EPL) in the Philippines, this might not actually be the case and in fact, this 

perception needs re-balancing. The above-mentioned management prerogatives are highly circumscribed 

by current labor laws and regulations. For this, it is important to have some understanding of the country’s 

labor laws and regulations and their implications for the employers’ ability to deploy and re-deploy human 

resources.     

There are many, complicated restrictions on management prerogatives. To begin with, they 

include in addition to the “workers’ regularization rule” cited above, the prohibition of principal employers 

from contracting out: (i) activities directly related to the principal business of the employer (Article 106, 

para. 4, LCP); (ii) regular functions that are usually necessary or desirable in usual business or trade of the 

employer (Article 286, para. 1, LCP); and (iii) jobs to “labor-only” contractors (Article 106, LCP, in relation 

to DO 18-A, S 2011). A “labor-only” contractor9 in the eyes of the law is deemed a mere agent of the 

employer. Therefore, in this case, the employer is deemed responsible to the workers as if it has directly 

hired them.    

To elaborate further on job contract restrictions,10 DO 18-A11 prohibits the following job contracts 

for workers or services that are contrary to law and public policy. That is, contracts which  

(i) Intend to violate worker’s security of tenure;  

(ii) Result in the termination or reduction of work hours or splitting the bargaining unit;  

(iii) Are agreements with a “cabo”12;  

(iv) Take advantage of the economic situation of workers lacking bargaining strength; 

(v) Undermine workers’ rights or circumvent provisions of regular employment by requiring (a) 

contractual workers to perform functions which are currently being performed by regular 

employees of principal; and (b) the signing of antedated resignation letter, blank payroll, waiver 

                                                           
9 See "labor-only" contracts / agreements in footnote 5. 
10 This sub-section draws heavily on the power point presentation "The Great Debate: Contractualization  and Casualization" by 
Atty. Josephus Jimenez at the 9th Philippine HR Summit: The Dynamics of Business and People Growth, August 3-4, 2006 at 
Crown Plaza Galeria, Ortigas Center, Pasig. 
11 DO means department order. DO 18-A, otherwise known as "Rules and Implementing Articles 106 to 109 of the Labor Code of 
the Philippines", governs contracting and subcontracting. 
12 “Cabo” refers to a person or group of persons or to a labor group, which in the guise of a labor organization, supplies workers 
to an employer. 
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of labor standards (including wages and benefits), and quitclaim releasing the principal and  

contractor;   

(vi) Are done through an in-house agency; 

(vii) Are activities contracted out as necessary or desirable or directly related to the business or 

operations of the principal; or the outsourcing is undertaken because of a strike or lockout (actual 

or imminent);  

(viii) Are being performed by union members or when contracting out will interfere with, restrain or  

coerce employees in the exercise of their right to self-organization; and 

(ix) Are repeatedly re-hire as employee with short durations (5-5-5) or are under service agreements 

of short duration to circumvent the Labor Code (This last item is notoriously known as “endo” 

practice.)   

 

To further appreciate the employment protection provided by Philippine law to workers, it is 

important to recognize that all permanent workers and contractors’ employees enjoy security of tenure 

regardless of whether the contract of employment is co-terminus with the service agreement or for a 

specific job, work or service or phase thereof (DO 18-A, S of 2011, Section 11).  

Further along, termination of employment is based in all cases on the standards of due-process 

laid down on article 277 (b) of the Labor Code and on settled jurisprudence. On this point, it is noteworthy 

that Philippine jurisprudence follows a philosophy that deliberately favors workers in cases where there 

is doubt as to their just resolution. Finally, we observe that employment termination of probationary 

workers is far less involved and less costly compared to that of regular workers. Termination of 

employment for regular workers is much more difficult, risky and expensive. The reason is that, once 

workers become permanent, they can be separated from company employment only on the two narrow 

grounds of just causes and authorized causes.  

The above discussion indicates that employment protection legislations (EPLs), which have 

shaped the Philippine Labor Code over the years, generate a complex and costly web of labor regulations. 

These create a regulatory environment that makes the Philippine labor market less efficient and less 

flexible compared to other countries. This characterization of the Philippine labor market can be seen in 

Table 1.  

According to the World Bank study (2016a), which produced the table, the country’s overall labor 

market efficiency (LME) score is 4.0 on a scale of 1-7, one being heavily impeded and 7 being extremely 

flexible. In contrast, Singapore’s LME score is 5.7. Except for Indonesia, other ASEAN labor markets also 

appear to be more efficient than the Philippines. Out of 144 countries, the Philippines ranks 91 on this 

LME scale.  

Other efficiency indicators in Table 1 are also highly revealing, specifically the scores for three 

selected indicators measuring efficiency in the following labor market practices: (i) hiring and firing (1-7), 

(ii) redundancy costs (weeks of salary), and (iii) flexibility in wage determination (1-7). On these specific 

indicators, the country again ranks relatively low. Similarly worth noting is the ratio of minimum wage to 

average value-added per worker. The Philippines appears costly relative to average labor productivity: 

0.69 compared to Singapore’s 0.23, Malaysia’s 0.37 and China’s 0.33. These data indicate that the 

Philippines suffers from a competitive disadvantage in regard to cost and flexibility of labor use. 
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Table 1. The Philippines is rated low in labor market efficiency ranking 

Country Labor market 

efficiency 

scorea 

Rank in labor 

market 

efficiency 

(out of 144) 

Selected components (1-7) Ratio of min. 

wage to ave. 

value-added per 

worker/b 

Hiring and firing 

practices 

Redundancy 

costs, weeks 

of salary 

Flexibility in 

wage 

determination 

Singapore 5.7 2 5.4 3.0 6.0  

Malaysia 4.8 19 4.9 23.9 5.5 0.23 

Cambodia 4.6 29 4.8 19.4 4.8  

Lao PDR 4.6 34 4.1 47.2 5.7 0.37 

China 4.6 37 4.6 27.4 4.8 0.33 

Georgia 4.5 41 4.7 4.3 5.6  

Vietnam 4.4 49 3.9 24.6 5.1 0.60 

Thailand 4.2 66 4.4 36.0 4.3 0.41 

Myanmar 4.2 72 4.1 20.2 5.5  

Armenia 4.2 74 4.5 11.0 5.1 0.25 

Guatemala 4.1 85 4.4 27.0 5.7 0.73 
  Philippines 4.0 91 3.4 27.4 4.8 0.69 

Indonesia 3.8 110 4.3 57.8 4.4 0.55 

Morocco 3.8 111 3.7 20.7 5.4 0.74 

Egypt 3.1 140 3.9 36.8 5.1  
a Score of 1 means heavily impeded by regulations, 7 means extremely flexible. 

b– means no minimum wage. 

Source: World Bank (2016). Data from Global Competitiveness Report 2014-2015 (WEF 2014); and World Bank’s Doing 

Business Report 2015 (World Bank 2014b). 

 

The above observations help explain why some enterprises resort to coping mechanisms like 

“endo” practices.  Under the current labor market regulatory environment, the cost and burden of 

complying with legal mandates provide underlying incentives that sustain “endo” practices and other 

violations or circumventions of the existing rules. In other words, those coping mechanisms enable 

employers to avoid costly regulatory burden and, thereby, save enterprise resources. Incidentally, it is 

arguable that by repeatedly re-hiring the same workers after completing their six-month company 

employment, an enterprise could further benefit from their experience with the firm's specific culture and 

practices. The benefit from that experience would have been wasted, if those workers were not re-hired 

to comply with the regularization law.    

 

But employers’ benefits from “endo” are only a part of the story. The other part is the workers’ 

own assessment of the benefits from being employed the “endo” way. In this regard, a 2014 survey data13 

(Table 2) suggest that a high 95 percent of workers employed by “endo” contractors appear satisfied with 

their current jobs. Additional information further reveals that the rate of coverage of these workers by 

Social Security System (SSS), Pag-Ibig and PhilHealth are quite high at 95.7, 92.8 and 94.8 percent 

respectively. A high proportion of them also enjoy minimum wages, overtime pay/holiday premiums and 

13th month pay.14 It is, therefore, not surprising that a high proportion of the interviewed workers 

                                                           
13 Villena (2014) surveyed a total of 112 observations composed of 11 contracting agencies, 3 principals, and 98 agency-hired 
workers. Simple Random Sampling was used to draw samples from a list of contracting agencies registered under DO 18-A in 
Regions NCR, IV-A, X and XI. For the agency-hired workers and principals, snowball sampling was used. In terms of distribution, 
53 respondents were from Region XI, 33 from Region X, 15 from Region 15 and 6 from NCR. No principal/firm was surveyed from 
NCR. 
14 Recent accounts from present and former saleslady personnel of a known department store confirm that they receive SSS, 
Pagibig, and Philhealth benefits aside from access to medical benefits. 
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expressed satisfaction with their current jobs despite the fact that only a small proportion of them are 

entitled to leave credits, separation pay, security of tenure and other benefits.  

 

Table 2. Survey of 5-5-5 Workers, Contractors and Principals in 

Region XI, X, IV-A and NCR 

Survey questions Observations Percent  

1. How satisfied are you with your current job?   

Satisfied  90 94.7 

Dissatisfied 3 2.1 

Neither 2 3.2 

Total (valid sample) 95 100 

   

2. Are the following social security and welfare benefits deducted 

from your monthly salary? 

  

SSS 94 95.9 

Pag-ibig 91 92.8 

PhilHealth 93 94.8 

N.B. These benefits are paid for by contractor/agency (92.9%) and 

principal/company (7.1%) 

  

   

3. Are you entitled to the following rights and privileges?   

Minimum wage 93 94.8 

Overtime pay/holiday premiums 86 87.7 

13th month pay 95 96.9 

Leave credits 27 36.7 

Separation pay 36 36.7 

Retirement benefits 12 12.2 

Security of tenure 9 9.1 

Self-organization, collective bargaining 3 3 

Safe and healthful working environment 38 38.7 

Source: Ivan Cassidy F. Villena, “Examining the 555 Arrangement in Contractualization: A Study on the  

Repeated Hiring Practices of Firms in Selected Industries,” Institute for Labor Studies, Monograph Series 2014-07 

 

These findings raise questions about the ranking of the contractualization issue in the country’s 

order of priorities. Available data do not support the portrait of “5-5-5” or “endo” workers as painted by 

anti-contractualization advocates who use the issue to demonize and de-legitimize job outsourcing and 

contractualization in general.  As discussed, “endo” workers receive legal minimum wages, 

overtime/holiday pay and 13th month pay in addition to enjoying SSS, Pag-Ibig, and PhilHealth coverage. 

The lack of security of tenure and other welfare benefits do not prevent the overwhelmingly majority of 

the “endo” worker from being satisfied with their current jobs.  

In comparison, informal workers are poorer and SSS/Pagibig coverage is low. Moreover, they are 

totally lacking in job security and other benefits. To achieve more inclusive growth, the fundamental 

development challenge to government, as discussed above, is the transfer of workers from the informal 

to the formal sector. Ending contractualization could add more benefits and security of tenure to workers 

who already have satisfactory jobs; but it is unlikely that curtailment of temporary employment 

opportunities would help informal workers get formal sector jobs in the first place. In fact, as will be 

argued in the next sections, aggressively ending contractualization could adversely impact the expansion 

of better formal sector job opportunities that informal workers can take advantage of.15 

                                                           
15 Some employers mistakenly consider “endo” practices as legal under current laws contrary to DOLE opinion. But regardless of 
its current legal status, labor unions and other opponents of “contractualization” want temporary employment and job. 
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To conclude this section, it should be emphasized that the findings regarding “5-5-5” workers 

presented above need confirmation. The reason is that they are not based on a representative random 

sample of 5-5-5 or "endo" workers. More empirical research, using a more representative random sample 

of those workers, would be valuable. On this score, it would be useful to do a comparative analysis of the 

economic well-being of formal vs informal sector workers and see how each of those groups would be 

impacted by ending contractualization.    

    

3.0 Roles of TECs in efficient labor markets 

Notwithstanding the anti-contractualization rhetoric, temporary jobs have important roles to play 

in the functioning of efficient labor markets. Better understanding of these roles can deepen and improve 

current public discussion of proposals to limit the use of TECs and job outsourcing.  For this reason, we 

highlight some key insights about the roles of TECs and their implications for policy. Towards this end, we 

begin by looking at the experience of European countries. We start with these countries because they 

have had years of experience with restrictive temporary employment regulations. And their experience 

with TEC liberalization can teach us some interesting insights that we might be able to use in the 

Philippines. In addition, we highlight three hypotheses on the roles of TECs and job outsourcing in 

explaining observed employment and unemployment behavior. These are the buffer stock, 

screening/filter, and outsourcing efficiency hypotheses.   

 

“Eurosclerosis” and reform of TECs in Europe.  In the late-1970s and in the mid-1980s, European 

countries began a long process of TEC reform to develop more flexible labor markets to reduce high 

unemployment rates and increase efficiency in the use of human resources. Europe needed this reform 

as it was suffering from so-called “eurosclerosis” – a term originally coined to describe European countries 

“experiencing high rates of unemployment and lagging job creation during periods of economic growth”.16  

This phenomenon has been attributed to overly generous labor benefits (e.g. unemployment insurance) 

and overregulation of labor markets (e.g. restrictive rules governing employment contracts). In particular, 

it was believed that the surge and persistence of high unemployment rates after the mid-1970s in Europe 

was due to labor market rigidities.   

By 1997, most of the countries in Europe had liberalized TEC regulations. As a result, the share of 

temporary workers in Europe rose from less than 6 percent in 1983 to nearly 15 percent in 2007 (Faccini 

2014)17. To date, liberalization of temporary employment contracts is seen as a major instrument for 

bringing down high unemployment rates.18   

 

The buffer hypothesis. Numerous studies19 have proposed macroeconomic models that seek to 

analytically and quantitatively explore how liberalization of TECs would impact labor market outcomes. 

                                                           
outsourcing outlawed anyway. They argue that “contractualization” is inconsistent with the rights of workers to be employed in 
jobs with decent wages and security of tenure. 
16 See footnote 4. 
17 Renato Faccini (2014), “Reassessing Labour Market Reforms: Temporary Contracts as a Screening Device,” The Economic 
Journal, March. 
18 Interestingly, the various proposals in the Philippines to further restrict, if not outlaw, use of temporary employment run 
counter to Europe’s policy response to high and persistence unemployment. 
19 These include Pries and Rogerson (2005), Cao et al (2011) and Cahuc et al (2012) 
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The traditional approach common to these models is to assume that “the main reason firms use 

temporary contracts … is to maintain a buffer stock of workers who can be readily dismissed when there 

is a need to adjust to economic downturns.”20 As it turns out, liberalizing the use of TECs in models based 

on the buffer stock hypothesis reproduces the observed increase in employment and decrease in 

unemployment.   

Undoubtedly, the buffer hypothesis is highly relevant to policy discussions on temporary 

employment in the Philippines. This is evident as TECs are useful mechanisms by which the country’s 

enterprises can expand the number and kind of workers they need to meet temporary surges in 

production activities or in consumption demand due to seasonal and cyclical factors as well as shocks to 

the local and global economy.  

Consider the following familiar examples. During planting and harvest seasons, agricultural 

enterprises need to hire more workers. After those busy seasons, however, the additional workers would 

have to be dismissed or else the firm would have to pay them for doing nothing.  Other examples are 

department stores. They need to hire additional salespersons during Christmas seasons but they only 

need a few of them afterwards to serve a much reduced number of customers. Construction firms are yet 

another such example.  

The value of TECs for firms under similar situation (e.g. restaurants during holiday seasons) is that 

they can hire additional workers to meet surges in demand without having to pay high dismissal costs 

when demand subsides to normal levels. Accordingly, firms can adjust their work force without having to 

endure years of costly litigation and penalties. These can be costly as illustrated by the case of Joeb 

Aliviado, et al vs PGPI, et al, (GR 160506 ). This case was decided by the Supreme Court (SC) with finality 

on 06 June 2011, reversing previous arbitration and lower court decisions favoring PGPI. It took about 20 

years for the case to be finally resolved. The defendant company was made to pay a group of contractual 

workers about 200 million pesos as backwages and damages plus job reinstatement.21  

As argued, keeping the extra workers employed in the same firms and paying those employees 

money for being idle or for unproductive work would weaken the competitive position of these firms. 

Beyond profitability issue, impeding employers’ ability to move those extra workers to jobs in other firms 

where they may be more productive could result in lower output for the economy as a whole.          

There are other circumstances whereby firms would need flexibility to keep them efficient and 

competitive. These include firms whose outputs and incomes are based on projects with fixed duration 

(e.g. construction firms). Arguably, their human resource needs in terms of number and quality of workers 

would differ from project to project. Mandating these firms to hire all their workers as permanent 

employees would be highly burdensome to those firms. From the economy-wide point of view, such 

mandate would impede reallocation of labor resources to other firms who could use them more 

productively.  

Finally, there are enterprises where sales are highly susceptible to cyclical demand, financial 

volatility, global competition and disruptive innovations. These events are difficult to accurately predict. 

                                                           
20 Faccini (2014), page 170 
21 Jimenez, J. (2011). Contractual workers won millions vs. a multinational. Column: Direct from the Labor Front. Retrieved 

August 16, 2016 from http://www.philstar.com/freeman-opinion/751831/contractual-workers-won-
millions-vs-multinational.  Atty. Emerico O. De Guzman discussed this case in a presentation on “Latest Jurisprudence in 

Philippine Labor Cases” at the 9th Philippine HR Summit: The Dynamics of Business and People Growth. 
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Therefore, there is a need for mechanisms like TECs that would allow them to make adjustments in their 

work force opportunely and efficiently.        

 

Temporary jobs as filter. The power of the buffer stock hypothesis to explain employment 

behavior is limited. It could not reproduce the observed transition of a substantial proportion of workers 

from temporary to permanent employment status (Faccini 2014).22 To explain why a large proportion of 

temporary workers become permanent employees, Faccini (2014) proposes a new hypothesis that, when 

introduced into the traditional buffer stock models mentioned above, is able to reproduce not just 

reduced unemployment or increased employment, but also generate transitions of workers from 

temporary to permanent employment status. These transitions are widely observed in Europe.  

Faccini’s hypothesis is that labor markets use TECs as filter or screening device to produce quality 

of matches between workers’ traits and job requirements. In a world of imperfect information, temporary 

employment is needed.  The story of Filipina department store salesladies in Box 1 illustrates Faccini’s 

idea. It is interesting to note that incorporating this idea into macroeconomic models designed according 

to the buffer hypothesis enables such models to replicate simultaneously higher rates of unemployment 

and transition from temporary to permanent employment.     

From his hypothesis, we can draw several implications.  First, liberalizing regulation of the use of 

TECs would increase temporary jobs, while legally limiting the allowable time for temporary work would 

lead to higher unemployment rate. Second, temporary jobs facilitate transitions to permanent 

employment and, as a result, employment rate would increase and unemployment rate would decline.  

Third, in addition to keeping labor market allocation efficient, temporary jobs provide a platform 

for good quality workers with poor credentials to become regular employees. Hiring workers for regular 

jobs tends to favor workers with credible, verifiable credentials like educational attainment and 

graduation from well-known, high quality and expensive schools. In contrast, applicants with poor 

credentials would tend to have lower chances of being immediately hired as regular employees. Those 

disadvantaged applicants would include the poor and individuals with lower investment in human capital. 

Through temporary employment they can show employers hidden talents and other characteristics 

required for regular jobs. The implication is that prohibiting TECs would eliminate a platform by which 

marginalized workers would have “second chances” to become regular workers. Such measure would be 

against equity and inclusiveness.  

Fourth, the screening process for regular employee based on credentials is not a perfect filter. 

Some of those disadvantaged applicants may actually have yet undiscovered qualities that fit well with 

regular job requirements. Arguably, temporary employment, if permitted, provides a second chance for 

employers to discover those hidden qualities and for disadvantaged workers to be hired for regular jobs. 

Therefore, disallowing temporary employment could have a negative effect on the chances of the poor 

and disadvantaged to be hired eventually as permanent employees. Fifth, pushing the above logic further, 

                                                           
22 Most European countries are characterized by high rates of transition from temporary to permanent employment. Annex 2 
shows, for example, that in Austria 56.1 % and 71 % of temporary employees in 1996 became permanent workers one year later 
and two years later, respectively.  
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the filtering process discussed above implies that, on average, for temps that have transitioned to regular 

jobs, despite initially poor credentials, the total compensation package including pension and other 

benefits would be higher. 

Sixth, the incentive to avoid giving temps a permanent position is high when the additional cost 

to the employer of regularization is high. The incentive may be high, for example, because employers are 

mandated to pay a certain amount for regular workers’ social security and other benefits such as larger 

overtime pay and more number of vacation/leave days.  To illustrate further, the incentive to avoid 

regularization is high when dismissing a non-performing regular employee or redundant worker is costly 

due to large severance payments and the difficult and time-consuming process of resolving cases.  

Finally, from the perspective of the whole economy, it is arguable that allowing temporary 

employment within a reasonable probationary period can contribute to labor market efficiency through 

improved match quality. In contrast, a regulation that disallows temporary employment would reduce 

economic efficiency. The reason is that firms can get stuck with more workers that are grossly mismatched 

with job requirements. Ex ante, their immediate hiring as permanent employees without temporary 

employment would be riskier. 

From the applicant's perspective, temporary employment is a stepping stone to permanent jobs. 

The reality is, those with credible, verifiable credentials like educational attainment are favored for 

regularization. Through TECs, disadvantaged applicants can have a chance to show employers their hidden 

talents and undiscovered qualities. On the part of the employers, the filtering process implies that the 

total compensation package of regulars (plus pension) would be higher than temps. This fuels the 

incentive to avoid regularization in order to avoid paying more benefits, overtime pay and vacation/leave 

days.  Also, dismissal of a non-performing or redundant regular worker is costlier than firing a temp. From 

overall economic perspective, it is arguable that allowing TECs within a reasonable probationary period 

can contribute to labor market efficiency through improved match quality. Disallowing TECs would reduce 

economic efficiency where firms can get stuck with workers mismatched with job requirements. To be 

clear, not all temps are expected to transition to regular jobs. But if the government imposes on all firms 

the same fixed limit of six months to worker probationary period, many employers are forced to make 

a permanent job offer or to fire temps before an adequate time to determine applicants’ suitability to a 

job. 

 

Box 1. Temporary employment as a screening device and stepping stone of the disadvantaged 

Let's look at the different employment stories of Neri, Nene and Diding under the same department store. 

 

Direct hire. When she turned 18 years old, Neri hurriedly applied as a saleslady in a department store in their town. 

She just dropped off from college on her first year, the oldest in her class because she had to skip two years of high school due 

to poverty.  Meeting the requirements and passing the interview, Neri got the job - her first job at that. Her contract indicates 

putting her for six months probationary period pending evaluation for possible regularization. This is good enough for her 

knowing some of her peers where not able to get directly hired by the department store and even had to apply thru different 

agencies. Neri and her family felt hopeful. However, on the fourth month, Neri was informed that she is now "endo" which 

means the end of her contract. It was a disheartening news to Neri's poor family. What makes it sadder is the fact that the 

department store has a policy that saleslady can only directly apply once. If not offered a regular position, the only option is 

to apply thru an agency. Neri felt bad about this and got frustrated. She did not bother to apply thru agencies anymore and 

went jobless for a time. Four years after, she is now a mother to a one-year old baby and currently work as a regular employee 

in an electronics factory. Looking back, Neri knew why she did not get the permanent saleslady position. Being young and 
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somewhat still immature, she had been tardy at work and incurred more than the allowable absences. She now carries the 

lessons she learned from that experience. 

Through agency. Meanwhile, Nene, unlike Neri, did not have the confidence to directly apply to the department 

store. She heard that they only consider applicants who have at least reached college. As she is only a graduate from high 

school, she applied through a manpower agency and was successfully chosen to work as a saleslady. Her contract with the 

agency indicates an initial period of six months pending evaluation for renewal of contract to another six months. The contract 

also indicates that a PHP 550 agency fee will be deducted every 15 days from her salary - which the agency releases. This was 

good enough for her as she is in dire need of income to support her old parents. She always came on time and rarely absent 

from work. Her performance evaluation came in satisfactory that she was able to renew her contract thrice. Sadly, despite her 

satisfactory performance and good work ethics, she will never be offered a regular position. As an agency-hired employee, 

she is bound to her contract with the agency and can only be renewed every six months. Afraid to go jobless, she accepts this 

condition by the agency. In her mind, her priority is to gain work experience first, no matter how limiting the setup is. After 

all, she is grateful for the agency in helping her get the job despite her poor credentials and lack of experience. 

From agency to direct hire. Diding had a rather different experience. She was raised in poverty in Visayas as the 

eldest of her four siblings. Her father died when she was in high school. Her family transferred to Manila in their aunt's house, 

where her mother serve as a maid. When it became clear that she needs to help her mother in raising her siblings, she applied 

as a department store saleslady through an agency. It became her first job. Many times she felt like not going to work but had 

to fight tardiness off. She knew her siblings would go hungry if she loses her job. After two years of repeated renewal of six-

month contracts, Diding finally decided to apply directly to the department store in a different branch. Armed with her two-

year experience and positive performance evaluation, she got accepted under probation for six months pending evalution for 

possible regularization. Consistently, Diding did her best applying her learned skill in building customer rapport and making 

sales. Her good performance did not go unnoticed. She was offered a regular position. Her luck did not stop there. After a 

couple of years, she got promoted as a department manager in lady's wear where she imparts her skills and wisdom to younger 

salesladies. For the longest time, her job at the department store became her family's bread and butter. With the help of other 

siblings, they were able to send their youngest sibling to college. Now married and with her own child, Diding currently works 

as one of the coordinators of Social Security System (SSS) office of the Philippine embassy in Dubai. A career she never dreamed 

of attaining which only started with a six-month temporary employment contract. 

 

Job contracting/outsourcing efficiency. Casuals, probationary and fixed-term workers may be 

hired directly by firms. These workers might also be employed as “contractuals” through job contractors. 

These are agencies and cooperatives that supply “contractuals” to work for an employer (principal). The 

process by which these workers are being demanded by and supplied to principals is referred to in the 

Philippines as “contractualization”. This concept can also be viewed as part of the idea of job outsourcing. 

 Why do firms resort to job outsourcing/contractualization? There are several reasons: (i) to 

reduce administrative burdens, (ii) to minimize labor relation problems, (iii) to avoid the extra expenses 

associated with direct employment and regularization, (iv) to increase labor productivity, and (v) to gain 

flexibility and allocative efficiency in human resource use. Arguably, these motives can be boiled down to 

improvements in the profitability, competitiveness and survival of the principal enterprises.  

In an environment, where labor regulations are numerous and complex, it often pays to contract 

a firm specializing in labor laws and people management the job of ensuring that the principal employer 

is fully compliant with labor regulations, while avoiding unnecessary expenses and keeping deployment 

of human resources flexible. A small enterprise might also be better off getting an accounting firm than 

hiring an accountant that it does not need full time. Moreover, employers might be better off using job 

contractors who are professionals in spotting talents and vetting their character traits for enterprises that 

immediately need reliable, trustworthy, disciplined and productive workers. Further along, firms might 

find it beneficial to contract out the jobs of security guards, janitors and data processing to professional 
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agencies to allow the principals to focus on their core businesses. These are just a few examples of the 

gains principals can get from sharing costs of overhead expenses and the benefits of specialized services 

organized and regularly vetted by job contractors.     

The important role of outsourcing/contractualization in making enterprises competitive is well 

recognized globally. In fact, Philippine competitors have embraced it as a way of getting an edge in a world 

of intensifying competition and accelerating innovations. This is an important point, considering the 

previous finding that compared to other countries, companies in the Philippines are hamstrung by 

complex and inflexible labor market regulations and costly regulatory processes.  

It is specifically concerning that (as mentioned) the idea of “contractualization” is being 

demonized by its opponents. Their impact, if they are successful, would be to make the regulatory 

environment even more restrictive and difficult to adapt to the new normal that will be brought about by 

the looming Fourth Industrial Revolution. This new normal is expected to be characterized by constant 

destruction and creation of jobs, which will increasingly be driven by artificial intelligence, robotics and 

automated processes, manufacturing based on 3-D printing, sharing technology as well as other scientific 

advances that would enable the development of cost-effective labor-saving devices.     

    

      TEC liberalization: evidence on effects. There are a number of studies that analyzed empirically 

the effects of TEC liberalization.  One such study is Faccini (2014) as cited above. We highlight here his 

empirical findings and insights. In general, he finds that “looser regulations on temporary contracts are 

associated with a reduction in the unemployment rate in Europe”23. Using panel data on 18 European 

countries from 1985 to 2008, he reports a significantly negative relationship between long term 

unemployment rate and employment protection legislation (EPL) indices. He estimated this relationship, 

using multiple fixed effects regression analysis (see Annex 1). 

These results, Faccini (2014) points out, are consistent with findings of other empirical studies 

that analyzed the labor market implications of employment protection legislation. Using the OECD 

summary EPL index24, those studies usually found that stricter regulations led to higher unemployment 

rate and lower rate of employment.25 He also noted that his results are consistent with Nunziata and 

Staffolani (2007), who finds that less restrictive regulations on fixed-term contracts increase the 

employment rate on permanent positions.      

 

4.0 Profile of Filipino workers and the nature of their jobs  

We now take a closer look at the socioeconomic profile of Filipino workers and the nature of their 

jobs.  We analyze temporary jobs as pathways to regular employment. This section examines the following 

questions. First, what is the distribution of Filipino workers between permanent and temporary 

employment; and how do they compare in regard to earnings? Second, how important are temporary 

jobs as pathways to permanent employment and, on this point, what is the average transition rate of 

                                                           
23 Faccini (2014), page 175. 
24 The OECD summary EPL index is a weighted average of indicators for employment protection on individual regular contracts, 
temporary contracts and collective dismissals. 
25 The survey of relevant literature by Addison and Teixeira (2003) reports that out of 14 studies reviewed all except one reached 
the conclusion that EPL appears to increase unemployment and/or decrease, although in some of those studies the effect of EPL 
turns insignificant when trying out some alternative specifications (Faccini 2014, footnote 5 on page 178).     
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temps to permanent employment? Third, what is this rate for disadvantaged workers compared to 

workers with better credentials and background? Fourth, how long does it take for a temp to become a 

permanent employee? Fifth, what happens to temps who do not become permanent employees? 

 On the first question, it is clear that Filipino workers prefer to work as permanent employees as 

they constitute about 70 percent of all workers (Table 3). It is interesting that prior to 2014 the share of 

regular employees was steady at about 75 percent. In regard to earnings, we find that as expected, 

permanent employees enjoy significantly higher daily earnings than temps (Table 4). Surprisingly, 

however, the proportion of workers with daily earnings below the official poverty threshold per capita 

appears to be higher among regular employees (Table 5). In any case, the data for both groups of workers 

reveal that their earnings are hardly enough for their individual survival as little allowance is provided for 

other family members. 

 

Table 3. Distribution of workers by nature of job 

Nature of job 2000 2005 2010 2014 

Temporary 18.4 20.8 21.9 24.0 

Regular 74.5 74.8 74.2 69.6 

Others 7.1 4.4 3.9 6.4 

Source of basic data: Labor Force Survey (LFS) October 2014 Series 

 

Table 4. Average daily earnings of wage and salary workers (in 2006 prices) 

Nature of jobs 2001 2005 2010 2014 

All Php290.30 Php268.55 Php259.73 Php265.56 

Regular employees Php329.44 Php298.59 Php289.90 Php300.79 

Temporary employees Php201.48 Php188.63 Php181.56 Php194.91 

Source of basic data: Labor Force Survey (LFS) October 2014 Series. Consumer Price Index (CPI) deflator is used. 

 

Table 5. Percent of wage and salary workers with daily earnings less than the  

official income poverty threshold per capita   

Nature of job 2001 2005 2010 2014 

Regular 2.6 2.8 1.2 0.56 

Temporary 1.4 1.5 0.7 0.35 

Others 0.3 0.2 0.1 0.02 

Source of basic data: Labor Force Survey (LFS) October 2014 Series 

 

Further on the first question, we measure the prevalence rate of temps and regular employees 

(comparatively) among specific groups of first-time labor force participants. The groups were classified, 

using age, education, residence, and other socioeconomic background characteristics. In addition, we 

measure the size of those groups relative to the total labor force. 

A comparison of the profiles of temps and regulars (all vs first time workers) (Table 6) shows 

higher proportion of temporary WS workers and first-time WS workers are relatively less educated.  For 

high school graduates or better, their distribution between temps and regulars is 25 and 75 percent. This 

is consistent with the 41-59 percent split between temps and regulars with lower levels of education. The 

same trend is followed by first-time wage and salary employees. Similarly, we also find that in the 

distribution of wage and salary (WS) workers in each age group, the split between temporary and regular 

employees is relatively larger in favor of temps among persons aged 15-24, while permanent workers 
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predominate among older age groups. This pattern appears for first-time and all WS workers. Looking at 

the patterns for the other variables, the data in Tables 6 tells us that a bigger proportion of Filipino 

employees are temporary workers who are less educated and are younger first-time workers. 

 

Table 6. Distribution of workers in 2014 by nature of jobs according to socioeconomic background 

Socioeconomic groups Col % distribution 
of 2014 WSW 

Distribution of 2014  WS 
employment (Row %) 

Row % distribution 
of 2014 First-time 

WSW 

2014 First-timers 
(Row %) 

  WS Temps WS Perma WS 
Temps 

WS 
Perma Education           

High school graduates 
and better 

66.49 24.87 75.13 78.27 48.71 51.29 

Incomplete high school 
or less 

33.51 41.20 58.80 21.73 60.19 39.81 

Residence 
 

    
 

    
Urban 57.96 25.83 74.17 63.22 51.65 48.35 

Rural 42.04 36.57 63.43 36.78 50.45 49.55 

Age group 
 

    
 

    
15-24 23.1 46.81 53.19 85.96 54.64 45.36 

25-34 30.87 28.28 71.72 14.04 30.16 69.84 

35 and over 46.03 23.46 76.54 0 0 0 

Gender 
 

    
 

    
Male 62.32 32.57 67.43 51.87 51.58 48.42 

Female 37.68 26.66 73.34 48.13 50.80 49.20 

Earnings 
 

    
 

    
On/above poverty line 96.99 30.16 69.84 94.65 51.28 48.72 

Below poverty line 3.01 36.17 63.83 5.35 49.82 50.18 

* Based on semestral per capita poverty threshold of Php 10,534 (2014 first semester estimate) 
Source: 2014 October Labor Force Survey (LFS) 

 

On the second question, close to 50 percent of temporary workers (Table 7) were found to have 

become permanent employees several quarters later, indicating that many Filipinos use temporary WS 

work as a pathway to permanent employment. To put the above information in perspective, we note 

that among the temporary workers in 1996 in Europe, the percentage of permanent employees ranged 

from 56.1 percent in UK to 20.8 percent in France (Annex 2). We also find that a substantial percentage 

of first time WS workers in the Philippines use temporary employment as a platform for getting a regular 

job (Table 8). The percentage stood at about 35 percent in 2009 and 2010. The figure was 61 percent in 

2008.  

On the third question, as expected, those with good credentials tend to have higher transition 

rates. Thus, workers with lower education tend to have lower transition rates than college graduates. And 

the transition rates for rural WS workers are lower than those of urban employees (Table 9). The 

differential advantage of workers with good credentials conforms to expectations. And the idea that 

temporary employment is an important pathway for workers with poor credentials is also supported by 

the data. 
 

 
 
 
 
Table 7. Transition Rates: Percent of Temporary Workers in All Employment Classes  
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that Become Permanent Employees 

Period 1 (Measured ST) 

Period 2 (Measured 

EmpStat of ST in Pd 1) 

Number of 

quarters between 

periods 

Percent of ST workers (in all employment 

classes) who became permanent 

Jul-03 Oct-03 1 46.90 

Oct-03 Jan-04 1 39.60 

Jul-03 Jan-04 3 43.99 

Jan-04 Jul-04 2 50.33 

Jul-04 Jul-06 8 47.60 

Jul-06 Jan-07 2 42.57 

Jan-07 Jul-07 2 44.97 

Jul-07 Jul-08 4 54.64 

Jul-08 Jul-09 4 47.40 

Jul-09 Jan-10 2 40.33 

Jan-10 Jul-10 2 48.16 

Source of basic data: Panel Labor Force Survey (LFS). See Annex 4 for a description of the construction of the panel data used. 

 

Table 8. Transition Rates: Percent of Temporary First-Time WS Workers  
that Become Permanent Employees                    

Period 1 (Measured 
Temporary) 

Period 2 (Measured EmpStat of 
Temporary in Pd 1) 

Number of quarters 
between periods 

Percent of Temporary 
who became 
permanent 

Jul-03 Oct-03 1 31.58 

Oct-03 Jan-04 1 50.53 

Jan-04 Jul-04 2 53.35 

Jul-04 Jul-06 8 21.50 

Jul-06 Jan-07 2 18.31 

Jan-07 Jul-07 2 37.95 

Jul-07 Jul-08 4 7.52 

Jul-08 Jul-09 4 61.07 

Jul-09 Jan-10 2 34.71 

Jan-10 Jul-10 2 35.14 

 Source of basic data: Panel Labor Force Survey (LFS) 

 

Table 9. Transition Rates of WS Workers from Temporary to Permanent Jobs  
by Education and Urban-Rural Residence  

Period 1 
(Measured 
Temporary) 

Period 2 (Measured 
EmpStat of 

Temporary in Pd 1) 

Number of 
quarters 
between 
periods 

By level of education By location 

Completed 
Elementary 

% 

Completed 
High School  

% 

Completed 
College 

% 
Urban 

% 
Rural 

 

Jul-03 Oct-03 1 23.24 30.90 34.14 28.57 26.19 

Oct-03 Jan-04 1 25.40 28.85 43.82 34.66 22.00 

Jan-04 Jul-04 2 29.23 45.26 41.46 31.13 27.26 

Jul-04 Jul-06 8 21.59 32.41 58.10 35.70 32.73 

Jul-06 Jan-07 2 29.60 28.76 51.40 34.52 23.95 

Jan-07 Jul-07 2 28.85 35.05 58.53 33.24 28.19 

Jul-07 Jul-08 4 36.77 40.13 65.13 40.66 26.00 

Jul-08 Jul-09 4 35.25 31.02 51.93 42.21 34.40 

Jul-09 Jan-10 2 24.17 34.63 46.78 38.07 31.12 

Jan-10 Jul-10 2 33.82 30.81 51.89 37.14 27.10 

Source: Panel Labor Force Survey (LFS) 
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Finally, for the fourth question, we relate the proportion of first-time temporary workers who 

became permanent employees to the number of quarters since their first job, using LFS Panel data. The 

above-mentioned proportion rises with elapsed number of quarters (Figure 3). The graph indicates that it 

takes between 4-8 quarters for 50 percent of temps to transition to permanent jobs. Given the findings 

on the fourth question above (Tables 7-9), the implication is that after the probationary temporary 

employment of at most six months, many temporary workers would be at risk of being unemployed or 

self-employed or of dropping out of the labor force completely.  

   

Figure 3. How many quarters would it take for a temp to have a 50-50 chance  

of becoming a permanent worker? (Averages) 

Source: Panel Labor Force Survey (LFS) 

 

 Another way of interpreting the LFS data is that some temps are faster in transitioning to 

permanent status. College graduates have faster/higher rates of transition (Figure 4b). Moreover, male 

and service sector workers tend to have faster/higher rates of transition than women and workers in 

agriculture and industry (Figures 4a and 4c). Interestingly, when education and other factors are 

controlled for, urban-rural residence does matter significantly (Figures 4d). 

The above findings raise the following issues. First, it would appear a substantial proportion 

(about 50 percent or more) of temporary workers do not transition to permanent employment status 

after eight quarters of working as temps. This begs the question whether the 6-month regularization rule 

creates a situation where a substantial proportion of workers are being forced out of work prematurely 

and making them start all over again in another costly job search. Second, the additional burden is likely 

to disproportionately fall on disadvantaged groups like women, less educated and young workers. This 

observation suggests that the one-size-fits-all 6-month worker regularization rule would lead to more 

disadvantaged workers being excluded from permanent positions. The existing policy seems too rigid and 

unresponsive to the needs of individual workers with different abilities and credentials. Third, it is 

therefore arguable that the current regularization policy needs to be reviewed and revised to reduce its 

adverse impact on disadvantaged workers. Apropos, the impact could become more severe as the Duterte 

government intensifies its threat to close and harass companies resorting to “endo” practices.   

Figure 4a. Probability of becoming permanent by number of quarters: male vs female 
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Source: Authors’ calculation, using probit regression model estimated; Based on LFS Panel  

 

Figure 4b. Probability of becoming permanent by number of quarters and level of education 

 
Source: Authors’ calculation, using probit regression model estimated; Based on LFS Panel  

 

Figure 4c. Probability of becoming permanent by number of quarters and economic sector 

 
Source: Authors’ calculation, using probit regression model estimated; Based on LFS Panel  

 

Figure 4d. Probability of becoming permanent by number of quarters: urban vs rural 

 
Source: Authors’ calculation, using probit regression model estimated; Based on LFS Panel  
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On the fifth question, we look at the work status of first-time workers (temps) who do not become 

regular workers after a given number of quarters. How many first-time workers with temporary jobs 

become self-employed, unemployed or labor force dropouts? Annex 3 provides detailed information on 

the question. The pie chart below (Figure 5) presents a graphical presentation of the July 2010 distribution 

according to type of jobs of WS workers classified as temporary (ST) employees in the labor force survey 

of January 2010. We find that of the cohort surveyed in January 2010, 6.58 percent of the temporary 

workers were later found to be unemployed in July 2010, while 11.57 percent left the labor force and a 

little over 10.0 percent were found to be self-employed. It would be useful to examine why first-time 

workers on a temporary job become unemployed or why they left the labor force.  

For comparison, we examine the experience of regulars after the same number of quarters as 

shown in Table 10. It shows that fewer regular employees become self-employed or unemployed or drop 

out of the labor force relative to the experience of temporary workers who do not become regulars after 

a given number of quarters. 

 

Table 10. Progression of temporary and permanent workers in two quarters 

Percent distribution of workers classified as temporary or 

permanent in Jan 2010 according employment status in July 2010 

WSW Temporary 

workers  

WSW Permanent 

workers WS Permanent 33.22 70.59 
WS Temporary 35.47 9.15 

Self-employed and other employment 13.16 12.69 

Unemployed 6.58 2.60 

Not in labor force 11.57 4.97 

Total 100% 100% 

Source: Panel Labor Force Survey (LFS) 

 

Figure 5. Distribution of Temporary WS Workers in July 2010,  

by Class of Employment in January 2010* 

 
                        * Others include other employment classes: Self-employed, Employer, and Unpaid Family Work 

 Source: July 2010 distribution according to type of jobs of WS workers classified as temporary (ST) employees in the 

 labor force survey of January 2010 
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 The Philippine labor market, as compared to other countries, is inefficient (World Bank, 2016a). 

This is due to the costly and rigid labor regulations imposed by EPLs which relate to social security, Pagibig 

and PhilHealth contributions, minimum wages, 6-month regularization of temps, restrictive rules on 

dismissal, severance payments, and other mandates such as financial and opportunity costs of litigation. 

Labor regulations that shape the labor regulatory environment is listed in Figure 6 (albeit, incomplete). 

These are factors that influence labor market outcomes directly and/or indirectly. Three sets of outcomes 

are illustrated in the graph. They relate to: (i) individual welfare indicators (e.g employment, 

unemployment, and compensation); (ii) the profitability and survival of enterprises; and (iii) indicators 

of the country’s ability to achieve rapid, inclusive and sustainable economic growth.  

At the heart of the regularization process are firms and workers calculating the cost and benefit 

of each decision. Taking in the presently available evidences presented in this paper, Figure 6 can be 

viewed as a policy analysis framework for discouraging and controlling “endo” practices. In this 

framework, the “endo” practices can be viewed as coping mechanisms of employers to avoid costly 

mandates and inflexibilities that impede their ability to adjust the level and composition of their 

employment to changes in the business environment. Taken together, those costs and benefits create 

substantial incentives to circumvent the law. Of course, firms would balance them against the probability 

and the cost (penalties) of getting caught for non-compliance.  

On this point, “endo” practices could decline, as a result of the Duterte Administration’s 

intensification of DOLE inspections and aggressive threat to enterprises suspected of violations. But 

widespread closures of enterprises could lead to employment reduction. To avoid this situation, DOLE is 

considering a new proposal to allow firms to repeatedly use temporary workers supplied by accredited 

manpower service agencies (contractors) for as long as their workers are regularized and receive benefits 

as mandated by law. This so-called “win-win” proposal provides job security to laborers temporarily 

working for different enterprises, while addressing their need for employment flexibility.  

There is no agreement yet on the above proposal.  On the one hand, the principals are concerned 

that contractors would pass on to them the additional cost of regularization (benefits and overhead 

costs).26  These additional costs would mean hiring workers would be more expensive and reduce demand 

for labor. On the other hand, the anti-contractualization hardliners are afraid that such solution of adding 

on the burden of regularization's high cost to agencies with limited capital would lead to non-payment of 

benefits regular workers are entitled to. Lack of information prevents us from quantifying the employment 

consequences and risks of aggressive enforcement of regulations against “endo” practices vis-à-vis other 

proposed measures such as the above-mentioned “win-win solution”.   

Nevertheless, we can make the following reasonable conjectures. First, eliminating “endo” 

practices, in the long run, would require reduction in incentives underlying it. Second, by reforming 

                                                           
26 Donald G. Dee, President of the Employers Confederation of the Philippines, cited the need to soften the proposal to make it 
more acceptable to employers. He is quoted as saying that “The [additional cost] is the main issue. If you are saying that the 
agency will guarantee the retirement pay or separation pay, this means there will be an add-on … So if the service providers are 
imposing 10 to 12 percent in additional charge, that’s not enough. The [mark-up of the agencies providing the services] should 
be about 30 to 40 percent to cover all the additional expenses.”  (Philippine Daily Inquirer,October 1, 2016)     
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aspects of the labor regulatory environment (reducing the risks and costs of dismissal and disputes), the 

government could dramatically reduce “endo” practices without significantly undermining employment 

generation and inclusive growth. On this point, it would be prudent to study the following measures as 

part of a holistic strategy that would complement effective enforcement of relevant labor regulations:   

(i) Lengthen the probationary period for temporary employment from six months to a longer period 

to give firms enough time to know their temps and for the latter to prove and develop their competencies. 

The proposed lengthening would allow firms to avoid high cost and heavy burden of dismissing 

prematurely regularized workers or the opportunity cost of not regularizing a temp due to the firm’s 

uncertainties of worker's quality, given the 6-month hire or fire mandate. Second, more investment on 

human capital development, by both workers and employers, could be economically desirable with a 

longer probationary period.  Third, with more competency-building on the job, temps could strengthen 

their chances to land better paying regular jobs in their current or another employer. 

(ii) Decentralize to the regions the power to determine the length of the temporary employment 

period allowed prior to mandatory regularization. The regional wage and productivity boards can be given 

the above-mentioned power. This would allow greater flexibility for regions to adapt the regularization 

rule to their specific economic conditions.     

(iii) Reform the legal bases for employment separation/dismissal of workers as well as the process of 

labor dispute resolution. The objective here is to reduce the cost, hassle and uncertainty of separation of 

non-performing workers or of adjusting the number of the firm’s human resources to specific, changing 

business circumstances. Reduced cost of adaptation to such circumstances is important for the 

competitiveness, survival and inclusivity of Philippine enterprises. Arguably, these would ultimately 

redound to the long term well-being of workers. Moreover, broadening the legal bases for fair separation 

of regulars could reduce the cost of employment termination. Additionally, lessening the cost of labor 

dispute resolution would be helpful. Further along, the government could consider instituting a special 

category of regular positions for which resolution of disputes involving employment separation would be 

faster, predictable, and less costly to both workers and employers.        

(iv) Study the desirability and viability of alternative bases for workers’ entitlement to SSS, Pagibig, 

PhilHealth and other selected entitlements like leave benefits.  That is, entitlements to benefits should 

perhaps be given to workers regardless of whether they are regular employees or not. Instead, these 

alternative bases could be considered: years of employment, individual cumulative performance record, 

company profitability, and worker’s position in the firm’s organization.                       

This framework could be used for dialogue and negotiation – one that could realistically open 

doors for crafting labor regulatory reforms that as a package could lead to win-win solutions for workers, 

businesses and the new Administration. The above suggestions are not definitive recommendations. We 

present them to stimulate public discussion of possible alternative ways to control, if not terminate, 

“endo” practices. In offering our ideas, we hope to encourage the government to think more broadly, 

deeply and deliberately about the relevant factors that it needs to take into account to develop a coherent 

strategy. In this regard, rushing approval of new labor regulations without a coherent framework would 

run the risk of serious unintended adverse consequences, which could include depriving the poor and 

marginalized job opportunities they badly need. 
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6.0 Conclusions and reflections.   

There is little doubt that the “endo” practice is illegal. Therefore, to uphold the majesty of the 

law, the government is obligated to end the practice. This fact, however, should not prevent citizens from 

questioning the wisdom of the current worker regularization law and from examining the need for its 

amendment. More crucially, the outrage against illegal “endo” practices should not blind politicians and 

voters to the potential adverse consequences of further curtailment or prohibition of temporary 

employment and job outsourcing. On this score, we are concerned that the anti-contractualization 

rhetoric, using “endo” abuses as evidence, has so demonized job outsourcing and temporary employment 

contracts that systematic public information campaign has become necessary for making informed 

decisions about labor regulatory reforms. To summarize our study, we highlight the following 

observations: 

(i) Compared to ASEAN and other countries, the Philippine labor markets are inefficient. Labor 

regulations are more restrictive and their costs to enterprises are high, taken together. The high cost and 

rigidities in country’s labor markets make its enterprises less able to take advantage of local and global 

developments and expand gainful job opportunities for sustained, inclusive and rapid growth.  

(ii) Temporary employment contracts and job outsourcing play a valuable role in keeping an economy 

efficient, competitive and inclusive. Arguably, further TEC curtailment and outsourcing are likely to result 

in worsening the already inefficient and rigid regulatory environment governing Philippine labor markets. 

First, it would disproportionately reduce good formal sector job opportunities for disadvantaged workers. 

Second, the impact of a costly and rigid regulatory environment worsened by additional labor market 

restrictions is expected to be more pronounced over the long run. This is especially true with the imminent 

Fourth Industrial Revolution which is foreseen to bring about widespread jumps in the use of robots and 

automation of other devices due to advances in artificial intelligence, digital technology as well as life and 

other sciences. 

(iii) The concern for endo appears overblown. Available data suggest that an overwhelming proportion 

of workers employed by job contractors, including practitioners of endo, are satisfied by their current 

jobs. This result, which needs further confirmation, is consistent with data showing that by and large, 

those workers receive mandated minimum wages, SSS, Pag-Ibig and PhilHealth coverage, 

overtime/holiday pay, and other benefits. This is not to deny that many of those workers do not have 

guaranteed job security and may not have received some benefits they are entitled to. We believe, 

however, that this issue is less urgent than the need to facilitate, rather than impede, expansion of formal 

sector employment opportunities that much poorer and more disadvantaged workers in the informal 

sector can take advantage of. Meeting this challenge, we emphasize again, is the central challenge of 

Philippine development today.   

(iv) The current one-size-fits-all regularization policy makes it more costly and difficult for temps to 

become permanent employees and for small enterprises to survive and grow. This policy means that a 

disproportionate number of disadvantaged workers would be prematurely excluded from permanent 

employment. On this point, a good number of them would eventually be pushed to low income informal 

employment where they would not have SSS, Pagibig, PhilHealth and other benefits currently enjoyed by 
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formal sector workers. As mentioned, the policy would also likely push many small enterprises with 

serious financing and survival issues to stagnate or fail. 

(v) Finally, the “endo” practice can be viewed as a coping mechanism of employers to avoid costly 

mandates and labor market inflexibilities that impede the ability of firms to adjust their level and 

composition of employment to changes in the business environment. With regulatory costs taken together 

and given the low probability and cost (penalties) of getting caught, it pays for some firms to violate the 

regularization law. But while Duterte administration's intensified inspection could limit violations of the 

law, the underlying problem remains and could manifest itself in less employment, greater use of more 

capital intensive processes, and more exclusion of disadvantaged workers from better jobs. These workers 

would include women, the young and inexperienced, the less educated and those working in low 

productivity informal sector. At the time of writing this paper, the so-called win-win solution is being 

proposed. Depending on the additional costs involved in the actual design of the proposed scheme, it has 

the potential to provide some job security to temporary workers, while giving employers continued 

flexibility in addressing their needs for temporary labor.                  

In conclusion, available information suggests that the use of “endo” practices to discredit and 

de-legitimize temporary employment, job outsourcing and profit-making businesses is misleading and 

should be taken with a grain of salt. In this regard, it is not prudent to follow the battle cry of militants 

and their supporters calling for an end to contractualization. Their arguments have yet to be validated by 

anecdotal evidence that, even if true for highly profitable large firms, is of questionable applicability to 

the huge number of small and medium scale enterprises that are struggling to survive and grow.    

We, therefore, welcome the recent clarification of the DOLE Secretary that the Duterte 

Administration’s anti-contractualization policy is limited to reducing “endo” practices (by a half early 

2017) through strict enforcement of current regulations. We also welcome DOLE’s agreement with 

employers to undertake a systematic review of the Labor Code to modernize and rationalize existing labor 

regulations given the country’s low international ranking in labor market efficiency and flexibility. We, 

therefore, suggest that the task of the review should be: (i) the removal of the underlying incentive for 

the “endo” practices; (ii) the mitigation of the negative impact of employment protection laws against 

disadvantaged groups for inclusiveness; (iii) the improvement of labor market flexibility and efficiency; 

and (iv) the identification of needed revisions of the labor code to prepare the Philippine economy for the 

upcoming onslaught of revolutionary labor saving technologies. Towards these ends, the policy and 

strategic framework discussed could be useful.   

Using this framework, we propose for further study the following ideas: (i) Lengthening the 

employment probationary period from six months to a longer period to give firms enough time to know 

their temps and for the latter to prove and develop their competencies;  (ii) Decentralization to the regions 

of the power to determine the length of the temporary employment period allowed prior to mandatory 

regularization; (iii) Reducing the cost of the win-win solution to employers and manpower service 

agencies; (iv) Reform of the legal bases for employment termination of workers as well as the process of 

labor dispute resolution to reduce legal uncertainty and cost of litigation; and (v) Study of the desirability 

and viability of alternative bases for determining workers’ entitlement to SSS, Pagibig, PhilHealth and 

other entitlements. The alternative bases could be years of employment, rank in the company, individual 
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performance, and company profitability regardless of whether the worker is a permanent or short-term 

employee. 

As a final note, it is crucial to prepare people’s minds and start figuring out ways of adapting the 

country’s labor regulations and programs to the upcoming new normal. In the foreseeable future, the 

spread of accelerating job destruction and creation arising from the Fourth Industrial Revolution would 

necessitate enterprises to adapt their employment to the onslaught of labor-saving innovations for 

survival and to take advantage of technological and scientific advances. Failure to make adjustments 

would result in an economy that would be stuck in 20th century technology and unable to keep pace with 

our more agile competitors. The proposed policy review could be an opportunity to start preparing the 

country for the coming onslaught of new, disruptive and labor-saving technologies.  
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Annex 1. The effects of employment of protection legislation (EPL) on temporary and regular 

employment indices.  

 
Unemployment Regressions:  Fixed-effects Estimation 

      

   
Independent variables Dependent variable: Uit 

      

   
 Uit-1 0.872*** 0.860*** 

 (0.033) (0.030) 

EPL temporary contractsit 0.436*** 0.279** 

 (0.129) (0.138) 

EPL regular contractsit 0.908* 0.791** 

 (0.497) (0.373) 

Union densityit 0.367 -0.072 

 (0.285) (0.251) 

Benefit replacement ratioit 0.083 0.217 

 (0.159) (0.158) 

Benefit durationit -0.212* -0.251 

 (0.120) (0.137) 

Centralisationit 0.362** 0.244* 

 (0.163) (0.137) 

Co-ordinationit -0.116 -0.223 

 (0.219) (0.180) 

Labour demand shocksit -0.385*** -0.286*** 

 (0.078) (0.058) 

TFP shocksit -0.069* -0.040 

 (0.040) (0.031) 

Time dummies No Yes 

Country dummies Yes Yes 

Hausman test (p-value) 0.001 0.002 

      

   
Notes. *, ** and *** denote statistical significance at the 10%, 5% and 1% levels respectively.   

Standard errors are reported in parenthesis.  The model is estimated by generalised least squares, 

correcting for heteroscedasticity and serial correlation of unknown form.  
Source:  Table 1 of Faccine (2014)   
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Annex 2. Labour force status in 1997 and 1998 of temporary workers in 1996 (percentage dist.) 

       

 Labour force status in 1997 Labour force status in 1998 

 Permanent Temporary Unemp Permanent Temporary Unemp 

              

Model generated data (Europe) 36.5 42.2 21.3 60.5 27.1 12.4 

  SD 0.005 SD 0.005 

SD 

0.004 SD 0.005 SD 0.004 

SD 

0.003 

       
Austria 56.1 41.3 -               71.0  22.8 - 

Belgium 42.7 48.5 -               41.7  49.7 - 

Denmark 45.4 44.9 -               63.4  28.3 - 

Finland 38.5 46.1 15.4   .. .. .. 

Germany 40.6 36.4 23.0               53.1  22.7 24.2 

Greece 36.4 52.7 10.8               46.2  44.8 8.9 

Ireland 47.0 47.1 -               52.4  39.3 - 

Italy 41.3 45.9 12.7               52.2  35.2 12.6 

Portugal 39.0 51.4 9.7               55.4  37.9 6.7 

Netherlands 49.1 43.2 -               65.1  29.9 - 

UK 56.1 34.5 -               67.0  27 - 

Spain 23.1 59.4 17.5               33.8  50.9 15.3 

France 20.8 56.6 22.5               37.9  41.2 20.9 

              

Notes. - , Data not reported due to less than 30 observations. .., Data not available.  Labour market transition 

probabilities are calculated for the sample of individuals beginning in dependent employment or unemployment 

in 1996 and moving into neither self-employment nor inactivity during 1997-8.    
Original source of transition rates for the single countries reported in the table are copied from OECD (2002, p. 163). 

Adapted from Table 3 of Faccini (2014)  
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Annex 3. Percent Distribution in Period 2 of WS Workers Classified as Temporary  (ST) Employees  in Period 1 

   WSW Others*   

Period 1 

(Measured 

ST) 

Period 2 

(Measured 

EmpStat of 

ST in Pd 1) 

Number of 

quarters 

between 

periods Permanent Temporary Permanent Temporary Unemployed 

Not in 

Labor 

Force 

                

Jul-03 Oct-03 1 27.06% 45.24% 13.40% 4.66% 2.99% 6.65% 

Oct-03 Jan-04 1 26.40% 46.90% 9.44% 5.92% 3.99% 7.35% 

Jul-03 Jan-04 3 28.67% 40.24% 12.55% 7.28% 4.08% 7.17% 

Jan-04 Jul-04 2 33.82% 33.97% 14.16% 3.42% 6.01% 8.62% 

Jul-04 Jul-06 8 27.95% 29.03% 16.33% 8.42% 5.58% 12.68% 

Jul-06 Jan-07 2 30.18% 43.81% 9.18% 4.10% 5.31% 7.42% 

Jan-07 Jul-07 2 31.89% 31.27% 13.05% 5.41% 7.05% 11.34% 

Jul-07 Jul-08 4 37.38% 26.37% 16.65% 4.38% 3.85% 11.37% 

Jul-08 Jul-09 4 33.77% 32.61% 13.26% 2.77% 5.72% 11.86% 

Jul-09 Jan-10 2 30.69% 41.26% 8.46% 3.17% 7.17% 9.24% 

Jan-10 Jul-10 2 33.22% 35.47% 11.27% 1.89% 6.58% 11.57% 

 
Source: Panel LFS  
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Annex 4. Description of the Creation of the Panel Data Set Used 

The dataset was constructed from a panel data created by the Philippine Statistics Authority from 11 

survey quarters of the Labor Force Survey spanning July 2003 to July 2010. It is not a continuous panel but 

has gaps as illustrated in Annex Table 1. It uses replicate 4 of rotation group 2.27 Individuals were identified 

across survey waves through their member line numbers with additional cross checking of their sex and 

age with some allowance for margin of error in the reporting of age.28 This method generated the panel 

dataset of 8,553 individual household members. 

Annex Table 1. Quarters represented in panel data 

Year Q1 Q2 Q3 Q4 

2003        

2004         

2005         

2006         

2007         

2008         

2009         

2010         

 

 

                                                           
27 See Barcenas (2004) “The Development of the 2003 Master Sample (MS) for Philippines Household Surveys” Paper presented 
at the 9th National Convention on Statistics (NCS) for a description of the sampling scheme of household surveys such as the 
Labor Force Survey. 
28 This is also the methodology used in World Bank’s Philippine Development Report: Creating More and Better Jobs 
(September 2013). 


