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 This working paper serves as an input to the Regulatory Impact Statement (RIS) on 
Employment Insurance being prepared by the Department of Labor and Employment. It presents 
several options on introducing employment insurance in the Philippines. It makes use of previ-
ous studies on the topic, as well as country-experience in the implementation of an employment 
insurance scheme. This paper also illustrates the costs and benefits of the options, thus providing 
stakeholders and policymakers the opportunity to gauge which among the options would be most 
feasible for the Philippines.

ABSTRACT
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 Social protection plays a very important role in the development of any country. The 
Asian Development Bank (ADB) defines it as a “set of policies and programs designed to reduce 
poverty and vulnerability by promoting efficient labor markets, diminishing people’s exposure 
to risks, and enhancing their capacity to protect themselves against hazards and interruption/
loss of income.” (ADB, retrieved 2014)  The International Labour Organization (ILO) also sees 
social protection as a “necessary component of strategies for working out of poverty.”(Garcia & 
Gruat, 2003)  

 Among the foundations of the social protection floor, which is being promoted by ILO, 
is the guarantee of “basic income security for persons in active age who are unable to earn 
sufficient income, in particular in cases of sickness, unemployment, maternity and disability” 
(ILO, retrieved 2014).  To have basic income security in times of contingencies protects persons 
from income poverty.

 Employment insurance (or unemployment insurance) is one way of ensuring that 
workers are guaranteed of basic income security in case of involuntary unemployment. It gives 
workers income support in their transition from one employment to another, and thus reduces 
their susceptibility to income poverty. In many countries, employment insurance facilitates the 
re-employment of unemployed workers, by linking the income support component of the scheme 
to active labor market policies. 

 In the Philippines, attempts to introduce employment insurance, through legislation, have 
been brought forth. A number of studies have also been conducted as regards its feasibility given 
the labor market situation of the country. Despite these initiatives, however, employment insurance 
has not yet been instituted in the country. One reason for this has been the lack of a “national 
consensus on the necessity of social protection provisions against the risk of unemployment” 
(Drouin, Fraser & Yoo, 2001). In the study of ILO, employer and employer groups have been in 
disagreement as to the most feasible scheme for the Philippines, especially with regard to the 
financing aspect (Weber, 2009).

 In 2011, discussions on the viability of employment insurance once again surfaced. In the 
Philippine Labor and Employment Plan  (LEP) 2011-2016, one of the strategies of the tripartite 
partners is to “develop enhanced social protection programs such as social security, workmen’s 
compensation, health insurance and housing for vulnerable groups against economic and natural 
shocks particularly for laid-off workers” (p.44). Another commitment in the LEP is to “study the 
possibility of setting up an unemployment insurance scheme as the workers’ income floor in 
case they lose their job and which allows time to find a new job while unemployed” (p.39).

I

Introduction
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 This working paper serves as an input to the Regulatory Impact Statement (RIS) on 
Employment Insurance being prepared by the Department of Labor and Employment. It presents 
several options on introducing employment insurance in the Philippines. It makes use of previous 
studies on the topic, as well as country-experience in the implementation of an employment 
insurance scheme. This paper also illustrates the costs and benefits of the options, thus providing 
stakeholders and policymakers the opportunity to gauge which among the options would be most 
feasible for the Philippines.
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Unemployment in the Philippines

 The unemployment rate in the Philippines, which is between 7% and 8% in recent years, 
remains one of the highest rates in Asia. In 2013, the rate stands at 7.3%, above the Asian average 
which is around 5%.  The figure below shows the unemployment rate in the Philippines from 2005 
to 2013.

Figure 1. Unemployment Rate in the Philippines (2005-2013)
Source: National Statistics Office (2005-2013), Philippine Statistical Authority (2013)

Labor Force Survey (Annual estimates)

 In the same year, the region with the highest unemployment rate is NCR (10.3%), followed 
by CALABARZON (9.2%) and Central Luzon (8.7%). Incidentally, these are the regions where labor 
force participation is highest. Table 1 shows the labor force participation and unemployment rate 
by region.

II

Problem Description
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Employer-initiated separation

 One important component of most unemployment insurance schemes is the 
“involuntariness” of the loss of employment. This means that the cause of unemployment must 
not be attributable to the worker. In the Philippines, in determining those who experienced 
involuntarily loss of employment, a good measure is the labor turnover survey, particularly the 
employer-initiated separation rate.  The employer-initiated separation rate from 2008 to 2012 is 
shown by the table below:

 From Table 2 above, lay-offs can be estimated by multiplying separation rate to number 
of employees contributing to SSS . The calculations are shown by Table 3 below.

Table 1. Number of respondents per region

Region Population 15 
years and over 

(‘000)

Labor Force 
Participation Rate

Unemployment 
Rate

NCR 8,082 63.5 10.3

CAR 1,149 67.1 4.5

I - Ilocos 3,476 61.3 8.3

II - Cagayan Valley 2,274 67.0 3.1

III - Central Luzon 7,047 62.0 8.7

IV-A - CALABARZON 8,270 64.5 9.2

IV-B - MIMAROPA 1,951 66.3 4.1

V - Bicol 3,840 63.9 6.5

VI - Western Visayas 5,157 62.7 6.9

VII - Central Visayas 4,886 64.7 6.3

VIII - Eastern Visayas 2,667 64.7 5.4

IX - Zamboanga Peninsula 2,219 65.1 3.5

X - Northern Mindanao 3,002 68.3 5.7

XI - Davao Region 3,097 64.2 6.9

XII - SOCCSKSARGEN 2,700 65.5 4.4

XIII - Caraga 1,733 66.5 6.1

ARMM 2,301 56.0 4.6

Philippines 63,847 63.9 7.1

Source: National Statistics Office, Annual Labor and Employment Estimates 2013

Table 2. Employer Initiated (Lay-offs) Separation Rate]
(NCR, Based on Labor Turnover Survey)

2008 2009 2010 2011 2012

4.22 4.03 4.55 3.80 3.69

Source: Labor Force Survey

4 Institute for Labor Studies Benjamin M. Dalumpines III



Unemployment due to economic losses

  Unemployment even becomes more pronounced during an economic crisis. In the 
wake of the 2007 – 2008 global financial crisis, several workers were laid-off by a number of 
multinational companies.  Around 41,000 individuals experienced temporary loss of employment 
due to retrenchment at that time.

 Under the Labor Code, employers are required to serve a written notice to DOLE at least 
one month prior to the intended date of termination of a worker (authorized cause). DOLE is able 
to track this through the job displacement monitoring system. The table below shows the number 
of permanent terminations due to economic reasons:

 The figures above, however, may not conclusively reflect the total number of workers who 
were terminated for authorized causes, since not all employers report authorized terminations to 
DOLE.

Unemployed persons looking for work

 The Labor Force Survey gathered data on the number of unemployed persons looking 
for work, and the mean number of weeks these workers are looking for work. These are shown 
by the following table:

Table 3. Estimated Lay-offs (Separation rate x Contributing members to SSS)

2008 2009 2010 2011 2012

Contributing 
Employees
(in millions)

6.851 6.845 7.339 7.666 8.194

Estimated
Lay-offs 289,112 275,854 333,925 291,308 302,359

Table 5. Unemployed Persons Looking for Work
and Mean Number of Weeks Looking for Work (In ‘000)

2008 2009 2010 2011 2012

Number of 
Unemployed 
Workers  
Looking Work

1,317 1,407 1,348 1,386 1,365

Mean Number 
of Weeks 
Looking for 
Work

6.1 5.6 5.3 5.1 4.9

Table 4. Permanent Terminations Due to Economic Reasons

2008 2009 2010 2011 2012

52,863 61,360 36,583 35,526 31,778

Source: Labor Force Survey
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 From 2008 to 2012, the number of unemployed workers looking for work has always been 
above 1.3 million individuals per year. The average number of weeks looking for work during the 
five-year period is 5.4 weeks, or around 39 days. While this information does not categorically 
indicate whether the unemployed worker was able to land a job, this is still important as it signifies 
the number of potential targets of active labor market policies, which are very important components 
of employment insurance.

Absence of employment insurance

 Under the present legal framework, retrenched workers are entitled to separation pay. 
Beyond that, however, they no longer receive support in terms of job facilitation or job trainings. 
The main reason for this is that there is no law mandating the creation of an unemployment-related 
benefit scheme which embodies both income support and employment facilitation (through active 
labor market policies). Unemployment is not one of the contingencies covered by the present 
social security laws. This means that there is a need to amend existing laws, or enact a new one, 
to cover unemployment as a contingency.
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III

Research Objective
 As an input to the RIS on Employment Insurance, the main objective of this working paper 
is to develop options (with corresponding costs and benefits) on the creation of an employment 
insurance scheme that:

 o Facilitates reemployment of the unemployed (employment facilitation)
 
 o Upgrades skills for better employability or provide entrepreneurial opportunities  (skills 
 training and livelihood)
 
 o Protects the unemployed and their families against loss of employment and income 
 (income support)
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 In meeting the foregoing objectives, the research was guided by the following strategy:

 In order to have an effective unemployment-related benefit scheme, it is imperative that 
a linkage between the income support dimension to the two other dimensions, which are the 
active labor market policies (employment facilitation and training and livelihood), is established. 
The three-dimensional strategy shown above is very relevant in the determination of the preferred 
option for employment insurance.

IV

Framework in Developing Options
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The Status Quo

 Before going into the options to achieve the objectives, it is crucial to revisit what the 
current legal framework provides for those who are involuntarily unemployed. Workers who are 
terminated for authorized causes are covered by Article 283 of the Labor Code. This provision 
states:  “The employer may also terminate the employment of any employee due to the installation 
of labor-saving devices, redundancy, retrenchment to prevent losses or the closing or cessation of 
operation of the establishment or undertaking unless the closing is for the purpose of circumventing 
the provisions of this Title, by serving a written notice on the workers and the Ministry of Labor 
and Employment at least one (1) month before the intended date thereof. In case of termination 
due to the installation of labor-saving devices or redundancy, the worker affected thereby shall be 
entitled to a separation pay equivalent to at least his one (1) month pay or to at least one (1) month 
pay for every year of service, whichever is higher. In case of retrenchment to prevent losses and 
in cases of closures or cessation of operations of establishment or undertaking not due to serious 
business losses or financial reverses, the separation pay shall be equivalent to one (1) month pay 
or at least one-half (1/2) month pay for every year of service, whichever is higher. A fraction of at 
least six (6) months shall be considered one (1) whole year.”

 From the provision above, it is apparent that the entitlement of workers whose employment 
are terminated for authorized causes is only limited to separation pay. There is no mention of active 
labor market policies as part of the entitlements of involuntarily unemployed workers.

 In formulating the options, primacy was placed on establishing a concrete link between 
the income support dimension and active labor market policies. As earlier explained, the three-
dimensional strategy was followed in developing the options.  

 The table below shows a brief description of the options:

V

Options to Achieve the Objectives
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Table 6: Options for Employment Insurance

Options
Description

Income Support

Cash Benefit Administrative 
Structure

Cost Attribution

Option 1.  Separation 
Pay linked to ALMPs
(Enhancement 
of existing 
unemployment benefit 
program) 

• This option retains separation 
pay (one-time payment) under 
Article 283 (status quo) in case 
of termination due to economic 
reasons or redundancy.
• The provision of ALMPs are 
linked to payment of separation 
pay through the existing policy 
requiring companies to report 
to DOLE all displaced workers 
(due to economic and non-
economic reasons) 30 days prior 
to termination/ displacement of 
workers. Upon notification/report, 
DOLE shall require employers to 
register their terminated/ displaced 
workers at PESOs. (Or PESOs and 
DOLE establish linkage on this)
• This requires an administrative 
issuance.

Private Company Employer Cost

Option 2.  Job Search 
Insurance linked to 
ALMPs

• This is similar to the traditional 
concept of unemployment 
insurance wherein the employer 
and employee will have to pay 
premiums every month. The 
involuntary displaced worker 
will be entitled to the job search 
insurance if s/he meets all the 
qualifying criteria.
• The length of benefit payment 
is contingent on the number of 
premium payments.
• The replacement rate, from the 
experience of other countries, is 
50% of the average monthly salary 
credit
• Most models require the 
employee to undergo mandatory 
registration to PESOs. The 
unemployed will then become a 
recipient of ALMPs.
action.

SSS Employer-
employee shared 

contribution 
(additional 
premium)

SSS for the 
administration 

cost 
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• This can be administered by 
government through SSS.
• Two feasibility studies (SSS 
and ILO) have been conducted 
regarding this scheme.
• This requires legislative action.
• This option may or may not 
replace separation pay

Option 3. 
Unemployment 
Insurance Savings 
Account linked to 
ALMPs 

• Withdrawal from the savings 
account
• This requires legislative action.
• This option may or may not 
replace separation pay.

Private 
establishment 
to manage the 

savings account

Worker and 
employer 

contribute to 
an individual 

savings account 
for the benefit of 

the worker.
Government 

also contributes 
a direct, 

predetermined 
amount fixed by 

law.

Option 4 
Gradual building 
of EI using existing 
programs of DOLE 
and TESDA 
 
2 Phases
(1)Program 
integration phase
 
(2)Legislative reform 
phase

Institutionalize an EI system 
through amendments of Art. 283 
(authorized causes for dismissal) 
of the Labor Code and the Social 
Security law

Transformation of the separation 
pay benefit under the authorized 
cause for dismissals into an 
income support or UI benefit under 
an EI fund. This will require an 
amendment of Art. 283 of the Labor 
Code. The option seeks to prevent 
or minimize the employer’s costs of 
dismissals by spreading out these 
costs as premium payments over 
the period a worker is employed. 
This is unlike the current scheme 
in which the employer makes 
a one-time payment upon 
termination of employment. 

A fund manager 
will manage the 
EI fund. The, the 

SSS has been 
identified as one 
of the potential 
fund managers. 

If this is the 
case, the SSS 
Law will need 

to be amended. 
Otherwise, a law 
will be needed to 
establish the EI 

fund and the fund 
manager.

Employer 
Cost (shall 

approximate 
separation pay 

cost)
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The system may include a feature 
allowing the employer to borrow 
from the fund for business 
expansion or job creation.

Transformation of the separation 
pay under current law to an income 
support benefit under an integrated 
EI system will have the effect of 
i) converting authorized cause 
dismissals into non-contestible, 
no-fault dismissals; ii) precluding 
the possibility of re-instatement; 
and iii) capping the separation 
benefit to a definite amount  
(Bitonio, 2014).

Costs of the income support component

Option 1. Separation Pay Linked to ALMP
 This option follows the rules on the payment of separation pay under Article 283 of the 
Labor Code (status quo). This no longer requires legislation. However, an administrative issuance 
is required in order to establish a link between the separation pay and active labor market policies.

Option 2: Job Search Insurance Linked to ALMP
 Two sub-options for option 2 are being explored. The first one is the actuarial study 
conducted by the Social Security System. The second sub-option is the feasibility study (2009) 
of Dr. Axel Weber of the International Labour Organization.

Table 7. Sub-options for Option 2 on Job Search Insurance

SSS Actuarial Study
(Sub-option 1)

ILO’s Feasibility Study
(Sub-option 2)

Coverage All regular employed members
of SSS

• Start with the formal sector 
workers, including public sector 
workers
• Compulsory for those with 10 
employees and up 

Contingency Covered A member who is involuntarily 
separated from employment 
who is unable to find a suitable 
employment but capable of and 

available for work

• Include suspension of earnings 
due to inability to obtain suitable 
employment
• Capable of and available for 
work

Unemployment Benefit 50% of the average monthly salary 
credit for the last 12 months prior 

to the unemployment

50% of the  of the average 
monthly salary credit with a 
ceiling of Php15000
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Duration of Benefits Contributions Duration • One month for every year of 
premium payment
• Maximum is 10 months≥60 but <120 2 months

≥120 but <180 3 months

≥180 but <240 4 months

≥240 but <300 5 months

≤300 6 months

Qualifying Criteria • The member must have 
paid at least 60 monthly SSS 
contributions, 6 of which within 
the last 12 months prior to the 
date of unemployment.
• The benefit can be availed up to 
a maximum of 4 distinct claims. 
A repeat claim can only be filed 
after a certain period, say 2 years 
after the last month of the receipt 
of previous unemployment claim. 
The member must have been re-
employed and has met the recent 
contributions requirements prior 
to another unemployment and 
filing of unemployment benefit 
claim.
• The member applying for benefit 
must be unemployed through no 
fault of his/her own.
• Part-time employees, 
temporary, and self-employed 
workers, and school graduates 
are not eligible to file claims.

• Registration
• Seeking employment
• Paid premiums
• Would always be paid in case 
of retrenchment

Financing and Contribution 
Design

Monthly contributions based on 
the employees MSC, with a 30% 
- 70% sharing between employees 
and employers. As an example, 
at 1.0% contribution rate, an 
employee who has an MSC of 
P5,000 shall pay P15 monthly, 
and the employer shall pay P35. 
The Government may be asked to 
provide a startup fund, equivalent 
to two years’ cost of benefit for the 
initial years of implementation, 
especially when the contributions 
are not yet enough to finance the 
initial claims for benefits.

1% for the employer;
1% for the employee;
Government shall provide start-
up loan

13Exploring Options for Employment Insurance in the Philippines:
Input to the Regulatory Impact Statement (RIS) on Employment Insurance



Option 3. Unemployment Insurance Savings Account Linked to ALMP

 Following the Chilean unemployment benefit program, the table below shows a possible 
design for unemployment insurance savings account:

 The individual savings can be withdrawn independently of the type of contact or the reason 
for termination of the employment relation.  Workers with temporary contacts can withdraw their 
accumulated savings within the first month after unemployment (one withdrawal). Permanent 
workers, on the other hand, can access their individual accounts for a maximum period of five 
months, depending on the schedule of withdrawals and eligibility criteria. Each year of savings 
entitles the worker to one month of benefits. The estimated replacement rate of benefits is shown 
by Table 10 below.

 The common fund ensures that a minimum level of benefits are given to permanent workers 
whose accrued savings are insufficient to finance the full schedule of withdrawals (Acevedo et.al, 
2006).

Option 4. Gradual building of EI using existing programs of DOLE and TESDA

 In option 4, the income support component approximates the cost of separation pay. This 
option, however, seeks to prevent or minimize the employer’s costs of dismissals by spreading out 
these costs as premium payments over the period a worker is employed. This is unlike the current 
scheme in which the employer makes a one-time payment upon termination of employment.

Table 8. Contribution Rates under the UISA

Individual Savings Account Common/Solidarity Fund

Employer of Permanent 
Worker

1.6% 0.8%

Permanent Worker 0.6% N/A

Employer of Temporary 
Worker

3% N/A

Government N/A Amount fixed by law

Table 9. Replacement Rate

Payment Rate (Percent)

First 37

Second 33

Third 29

Fourth 26

Fifth 22
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Table 10. Summary of Costs and Benefits (income support)

Cost Option 1 Option 2 Option 3 Option 4

SSS ILO

Contribution 2% 
(70-30sharing)

2%
(1%/1% 
sharing)

(2.4%/ 0.6%)

Employer 75,000 210/month
Or

12600/
5 years

150/month
Or 

9,000/
 5 years

360/month
Or 

21,600/
5 years

  Government 
Support Fund

No Yes Yes Yes

Total (Employer 
+ Employee)

75,000 18,000 18,000 27,000

Benefits received by the employee

Amount 75,000 7,500/month 7,500/month M1 = 6,750
M2 = 6,075
M3 = 5,400
M4 = 4,725
M5 = 4,050

  Duration 1 month 2 months 5 months 5 months

  Total 75,000 15,000 37,500 27,000

Summary of Costs and Benefits (Income Support)

 Assumptions
 • Cause of unemployment – redundancy
 • Number of years in service – 5 years
 • Average Monthly Salary Credit – 15000
 • Replacement Rate – 50% (option 2)
 • Cash benefits in options 2 and 3 replace separation pay 
 
 Based on the foregoing assumptions, the costs and benefits of the income support options 
are shown in Table 11 below:

 From Table 11 above, it can be gleaned that the option with the highest cost is option 1. 
The same option, however, provides the highest amount of benefit. While the total costs for sub-
options 2 and 3 of option 2 are the same, the benefits vary. The SSS model only provides a total 
cash benefit of P15,000 (2 months), while the ILO model provides P37,500 (5months). The cost 
and benefit of option 3, meanwhile, are the same. Option 4 approximates the cost of separation 
pay.
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Common feature of all options

Link to Active Labor Market Policies

 In all the options above, one glaring commonality is the link of each option to active labor 
market policies (ALMPs). While the cash benefits as presented by the options provide workers 
temporary source of income while in search for new employment, ALMPs help them get reemployed 
(through employment facilitation and skills training) or be engaged in activities that will provide 
them with more stable income source (through livelihood programs).  All the options recognize 
the need to utilize the existing programs of DOLE as building blocks of the ALMP dimension of 
the employment insurance scheme.

Integration of DOLE Programs

 Presently, there are three prominent DOLE programs which may be utilized in developing 
the ALMP component of an EI scheme, these are: Training for Work Scholarship Program 
(TWSP); DOLE Integrated Livelihood and Emergency Employment Programs (DILEEP); and DOLE 
Adjustment Measures Program (DOLE-AMP).

 o TWSP. The TWSP is a program which intends to operationalize the commitment of the 
 President to invest in order to reduce poverty and build national competitiveness by: 
 ensuring the availability of qualified workforce to fill the skills gap particularly in high 
 demand industries; improving the reach of quality TVET to the grassroots; and contributing 
 to the upgrading of the quality of TVET programs by encouraging technical vocational 
 institutions to offer programs for higher qualifications catering to in-demand industry 
 requirements. This program started in 2006 and is being administered by the Technical 
 Education and Skills Development Authority (TESDA). For 2014, the appropriated budget 
 for TWSP is around P1.4 billion (TWSP Program Fact Sheet).

 o DILEEP. The DILEEP is a program that “seeks to contribute to poverty reduction and  
 reduce vulnerability to risks of the poor, vulnerable, and marginalized workers, either 
 through: 1) transitional emergency employment; and 2) promotion of entrepreneurship 
 and community enterprises” (Department Order No. 137-14). For 2014, the appropriated 
 budget for DILEEP is around P693 million 

 o DOLE-AMP.  The DOLE-AMP is a “safety net program that provides a package of 
 assistance and other forms of interventions as a means of helping individuals/workers 
 and companies in coping with economic and social disruptions” (Department Order No. 
 85, series of 2007). For 2014, the appropriated budget for DOLE-AMP is around P56.7 
 million (DOLE-FMS).

 Integrating the foregoing programs requires an administrative issuance, likely in a form 
of a department order, which clearly outlines the parameters and mechanics in providing ALMPs 
to those who are involuntarily displaced workers. One advantage of this integration is that the 
programs are part of the regular budget of DOLE. This means that no additional cost will be 
shouldered by employers and employees, as the programs are state-funded.
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VI

Conclusion
 The importance of social protection cannot be overemphasized. Its role is pivotal in the 
development of any society. Its significance even becomes more apparent in a society threatened 
by poverty due to loss of income. Its impact becomes greater when the contingency it seeks to 
shield people against arises. Social protection, therefore, is an imperative every ideal society should 
have.
 
 As a form of social protection, employment insurance has been instrumental in protecting 
workers from the shock of losing income due to involuntary unemployment. However, this form 
of social protection has yet to be established in the Philippines. 

 This working paper aimed to develop more informed options on employment insurance. 
In choosing the most suitable option, much consideration should be made on understanding what 
the people, the displaced workers, really need. This should be balanced by the realities of the labor 
market, and the acceptability of the option to the stakeholders.

 But what really is more important is that the people this form of social protection seeks 
to protect, is protected.
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