
D r a f t   D o c u m e n t         P a g e  | 1 

 

Regulatory Impact Statement: Employment Insurance 
 

 
 

1) Introduction 
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.”1 The International Labour Organization (ILO) also sees social protection as a 
“necessary component of strategies for working out of poverty.”2  

 
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.”3 
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”4. In the study of ILO5, employer and employer groups have been in 
disagreement as to the most feasible scheme for the Philippines, especially with regard to the 
financing aspect. 

                                                            
1 http://www.adb.org/sectors/social‐protection/overview 
2 http://www.ilo.org/public/english/protection/download/lifecycl/lifecycle.pdf 
3  International  Labor  Organization  .  http://www.ilo.org/secsoc/areas‐of‐work/policy‐development‐and‐

applied‐research/social‐protection‐floor/lang‐‐en/index.htm 
4 Anne Drouin, Don Fraser, Kil‐Sang Yoo. Facts and Preliminary Consideratins for the Feasibility of Introducing 

an Employment Insurance in the Philippines 
5 Weber, Axel. Social Protection In Case of Unemployment in the Philippines. 2009. ILO 
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This Regulatory Impact Statement (RIS) 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 RIS 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. 

 
 

2) Problem to be addressed 
a. Background 

 
Workers become vulnerable to the risk of sudden loss of income caused by episodes of 

involuntary unemployment. Unemployment makes them susceptible to slip to poverty, and it 
may eventually drop them out of the labor market6. It is for these reasons that the Philippine 
Labor and Employment Plan (LEP) 2011 – 2016 envisions “the implementation of social 
protection interventions to reduce vulnerabilities of individuals and households against risks 
particularly during crisis brought about by economic downturns or natural disasters that can push 
them down to poverty”. The LEP also introduces as a strategy the development of “enhanced 
social protection programs for vulnerable groups against economic and natural shocks 
particularly for laid-off workers.” 

 
While the Philippines does not have a comprehensive scheme that will address the risks 

of unemployment, some countries utilize their unemployment-related benefit schemes, or 
(un)employment insurance. These schemes are utilized to facilitate the re-employment of 
involuntarily unemployed workers while alleviating the ill-effects of falling incomes. The 
following matrix presents some features of unemployment-related benefit schemes of some 
Asian countries: 

 
Table 1: Models of Unemployment-related Benefit Schemes of Selected Asian Countries 

 Korean Model Vietnam Model Thailand Model 
Coverage Companies with 1 

employee or more 
Enterprises with 10 or 
more employees 

Formal sector 

Contingency 
Covered 

Involuntary 
unemployment 

Involuntary 
unemployment 

 Voluntary 
unemployment 

 Involuntary 
unemployment  
 

Unemployment 
Benefit 

Replacement rate is 
50% of average wage 

Replacement rate  is 
60% of the wage 

 Voluntary: 30% of wage 
 Involuntary: 50% of 

wage 
                                                            

6  
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 Korean Model Vietnam Model Thailand Model 
for the last 3 months, 
ceiling is 40,000 WON, 
and minimum is 90% of 
the minimum wage 

Duration of 
Benefits 

Duration is 90 – 240 
days depending on the 
age and insured 
employment period 

Duration of benefits is 
3 to 12 months 
depending on the 
length of premium 
payments 

 Voluntary: 30% of wage 
calculated on the basis 
of maximum 
contributions of 
15000Baht for 90 days 
in a year 

 Involuntary: 50% of 
wage the basis of 
maximum contributions 
of 15000Baht for 180 
days in a year 
 

Qualifying 
Criteria 

 Insured period is at 
least 180 days out of the 
18-month base 

 Registration at public 
employment office 

 Willing and able, 
actively seeking work 
 

  Employee must have 
paid contributions for a 
period of not less than 
six months within a 
period of fifteen months 
before becoming 
unemployed. 

 Being able to work, 
being ready for suitable 
work, having no 
objection to job training 
and having been 
registered with the 
Government 
Employment Service 
Office. 

 Not caused by the mal-
performance of duty, or 
intentionally committing 
a criminal offense, or 
causing damage to 
employer 

 Not entitled to old age 
Financing and 
Contribution 
Design 

UB and Maternity 
Benefits 
Employer – 0.65 
Employee – 0.65 

1% for the employer; 
1% for the employee; 
1% for the government 

0.5% for the employer; 
0.5% for the employee; 
0.25 for the government 

 
It can be gleaned from the models that an employment insurance scheme has some 

important features – coverage, contingency covered, benefits, duration of benefits, qualifying 
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criteria, and financing and contribution design. In pursuing a similar unemployment-related 
social protection scheme for the Philippines, it may be necessary to learn from the experience of 
different countries in implementing their respective schemes. Incidentally, it can be drawn from 
the models that the schemes are designed to provide not only income support to involuntarily 
unemployed workers, but also to facilitate their re-employment. 
 

b. Nature and Extent of the Problem 
 
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)   

 
During 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 2 shows the labor force participation and 
unemployment rate by region. 

 
  Table 2: Labor Force Participation and Unemployment Rate by 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 
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Region Population 15 
years and 

Over (‘000) 

Labor Force 
Participation 

Rate 

Unemployment 
Rate 

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 
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 

 
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: 
 

Table 3: 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 
 

 From Table 3 above, lay-offs can be estimated by multiplying separation rate to number 
of employees contributing to SSS7. The calculations are shown by Table 4 below. 
 
   
 
 
 
 

                                                            
7 The number of employees contributing to SSS was used to estimate layoffs since it is likely that SSS members 

will be the ones benefiting from the employment insurance scheme. 
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Table 4. 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 

 
 

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 reasons8: 
    
 Table 5. Permanent Terminations Due to Economic Reasons 

2008 2009 2010 2011 2012 
52,863 61,360 36,583 35,526 31,778 

   
The figures above, however, may not conclusively reflect the total number of workers 

who are terminated for authorized causes, since not all employers report authorized terminations 
to DOLE. 

 
Unemployed Persons Looking For Work  
 The Labor Force Survey also 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:  
 
 
 
 
 
 
 

                                                            
8 Administrative‐based data from submissions of employers 
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Table 6. 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 

 
 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 
conclusively 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 is a 
very important component of employment insurance. 
 
Absence of Employment Insurance 

Under the present legal framework, retrenched workers are entitled to separation pay. 
Beyond that, however, these workers 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. 
 

c. Rationale for government intervention 
The following are the rationale for government intervention in case a worker gets 

involuntarily unemployed: 
o Facilitate reemployment of the unemployed (employment facilitation) 
o Upgrade skills for better employability or provide entrepreneurial opportunities   (skills 

training and livelihood) 
o To protect the unemployed and their families against loss of employment and income 

(income support) 
o These objectives can be illustrated by the figure below: 
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   Figure 3. Three-Dimensional Strategy 

 
 

In order to have an effective unemployment-related benefit scheme, it is imperative that a 
linkage between the income support 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. 

 
3) Objectives of government intervention 

The following are the objectives of government intervention: 
 

a. Government  policy  
o The State shall promote a just and dynamic social order that will ensure the prosperity 

and independence of the nation and free the people from poverty through policies that 
provide adequate social services, promote full employment, a rising standard of living, 
and an improved quality of life for all (Section 9, Article 2  of the 1987 Philippine 
Constitution). 

o The State affirms labor as a primary social economic force. It shall protect the rights of 
workers and promote their welfare (Section 18, Article 2 of the 1987 Philippine 
Constitution). 

o The State shall afford full protection to labor, local and overseas, organized and 
unorganized, and   promote full employment and equality of employment opportunities 
for all (Section 3, Article 13 of the 1987 Philippine Constitution). 

o In the declaration of policy of the Social Security Act of 1997, it states, “It is the policy 
of the State to establish, promote and perfect a sound and viable tax-exempt social 



D r a f t   D o c u m e n t         P a g e  | 9 

 

security system suitable to the needs of the people throughout the Philippines which shall 
promote social justice and provide meaningful protection to members and their 
beneficiaries against the hazards of disability, sickness, maternity, old age, death and 
other contingencies resulting in loss of income or financial burden. Towards this end, the 
State shall endeavor to extend social security protection to workers and their 
beneficiaries.” It has to be noted, however, that “unemployment” is not one of the 
covered contingencies in the present social security law. 

o One of the strategies in the Philippine Labor and Employment Plan 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”. 

 
b. Objectives  

o The main objective is to have an unemployment-related benefit scheme that shall: a) 
facilitate the reemployment of workers who are involuntarily unemployed, and b) provide 
income support to the people who are temporarily out of work and in search for a new 
job.  
 

c. Authorizing provision  
o There is no statute on the creation of an unemployment-related benefit scheme (income 

support component) 
o TESDA law for the training component 
o PESO law for the employment facilitation component 

 
4) Options to achieve the objectives 

 
The Status Quo 
 

Before going into the options to achieve the objectives, it is imperative 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 
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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 being followed in developing the options. 

 
The table below shows a detailed description of the options:
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

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

Severance pay (one-time 
payment) in case of 
termination due to economic 
reasons or redundancy  
 
 

Private company 
 
 
 
 
 
  

 Employer cost 
 
 
 
 
 

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) 
 
The following ALMPs shall be 
informed and made available to 
the registered workers: 
 
Employment services to facilitate 
return to employment  

Livelihood/entrepreneurial 
training based on need evaluation, 
to serve as income support 
 
Skills training based on need 
evaluation, to upgrade skills and 
capabilities for better 
employability 
 
 
 
 
 

Enhanced PESO as a 
one stop shop for 
ALMPs to handle the 
following: 
Registration of 
terminated/ displaced 
employees or 
Coordination/ linkage 
with DOLE re 
database/details of 
terminated/displaced 
workers 

 Provision of job 
search services  
Referral of the 
employees to proper 
government agencies 
for livelihood/ 
entrepreneurial or 
skills training 

 Referral for skills 
training  
 
DOLE : 
 
Monitoring of 
termination/ 
displacement by 
employers 

 Coordinate with 
PESOs re database of 
terminated/ displaced 
workers 
Provision of free 
livelihood/ 

 Cost of establishing 
and maintaining a  
PESO one stop shop 
structure   
 

 Government   cost 
for administering   
livelihood/ 
entrepreneurial 
programs such as 
those at DOLE-
BWSC (government 
grant), DSWD 
(government loans), 
DTI, DOST and 
other government 
agencies. 

 Employer and 
government cost for 
skills training. 
Possible cost 
options for skills 
training are the 
following or a 
combination of the 
following: 
a. Cost to 
TESDA for 
providing free 
training at its 
training center or at 
private training 
centers (training 
vouchers) 
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

 
 

entrepreneurial 
training 
 
TESDA : 
 
Provision of skills 
training program  
 
Other government 
agencies: 
 
Provision of free or 
subsidized livelihood/ 
entrepreneurial 
training  
 
PESO, DOLE, 
TESDA and other 
government agencies: 
 
Convergence 
program on sharing 
information on 
available livelihood/ 
entrepreneurial 
training programs 
and skills training 
programs 

b. Cost to 
TESDA of a 
subsidized training 
at its training centers 
or at private training 
centers (training 
vouchers) 
c. Cost to 
employers for 
providing  
training  through an 
“employer skills 
development fund 
program” and/or a 
“training tax 
incentive scheme” 
or   both.  

Option 2.  Job 
Search Insurance 
linked to ALMPs 
(Three 
Dimensional 
Strategy) 

Job search periodical  
allowance to protect the 
unemployed and their 
families against poverty and 
deal with the economically-
adverse effect of crisis 
 

SSS Employer-
employee shared 
contribution 
 
SSS administration 
cost  
 

Registration with PESO is a pre-
condition for receipt of job search 
allowance.   
 
The following ALMPs shall be 
informed and made available to 
the registered workers: 

Enhanced PESO as a 
one stop shop for 
ALMPs to handle the 
following: 
Coordination/ linkage 
with SSS relative to 
the database/ details  

 Cost of establishing 
and maintaining a 
PESO one stop shop 
structure   
 

 Government   cost 
for administering   
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

Administered by 
government through SSS 

  
Employment services to facilitate 
return to employment  

Livelihood/entrepreneurial 
training based on need evaluation, 
to serve as income support 

Skills Training based on need 
evaluation, to upgrade skills and 
capabilities for better 
employability 
 
 
 
 
 
 
 

of terminated/ 
displaced employees 
who received job 
search allowance 

 Provision of job 
search services 
Referral of the 
employees to proper 
government agencies 
for livelihood/ 
entrepreneurial or 
skills training 

 Referral for skills 
training  
 
DOLE : 
Provision of free 
livelihood/ 
entrepreneurial 
training 
 
TESDA : 
Provision of skills 
training program  
 
Other government 
agencies: 
Provision of free or 
subsidized livelihood/ 
entrepreneurial 
training  
 
PESO, DOLE, 
TESDA and other 
government agencies: 

livelihood/ 
entrepreneurial 
programs such as 
those at DOLE-
BWSC (government 
grant), DSWD 
(government loans), 
DTI, DOST and 
other govt agencies. 

 Employer and 
government cost for 
skills training. 
Possible cost 
options for skills 
training are the 
following or a 
combination of the 
following: 
a. Cost to 
TESDA for 
providing free 
training at its 
training center or at 
private training 
centers (training 
vouchers) 
b. Cost to 
TESDA of a 
subsidized training 
at its training centers 
or at private training 
centers (training 
vouchers) 
c. Cost to 
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

 Convergence 
program on sharing 
information on 
available livelihood/ 
entrepreneurial and 
skills training 
programs 

employers for 
providing  
training  through an 
“employer skills 
development fund 
program” and/or a 
“training tax 
incentive scheme” 
or   both.  

Option 3. 
Unemployment 
Insurance 
Savings Account 
linked to ALMPs 

Withdrawal from the 
savings account 
 

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 

ALMPs linked to UISA through a 
mandatory registration system for 
terminated/displaced workers 
receiving from the savings 
account at PESOs.   
 
Employment services to facilitate 
return to employment  

Livelihood/entrepreneurial 
training based on need evaluation, 
to serve as income support 

Skills Training based on need 
evaluation, to upgrade skills and 
capabilities for better 
employability 
 
 
 
 

 

Enhanced PESO as a 
one stop shop for 
ALMPs to handle the 
following: 
Registration of 
terminated/ displaced 
employees by 
employers or 
Coordination/ linkage 
with DOLE re 
database/details of 
terminated/displaced 
workers 
Provision of job 
search services  
Referral of the 
employees to proper 
government agencies 
for livelihood/ 
entrepreneurial or 
skills training 
Referral for skills 
training  
 
DOLE : 
Monitoring of 

Cost of establishing 
and maintaining a  
PESO one-stop shop 
structure   
 

 Government   cost 
for administering   
livelihood/ 
entrepreneurial 
programs such as 
those at DOLE-
BWSC (government 
grant), DSWD 
(government loans), 
DTI, DOST and 
other govt agencies. 

 Employer and 
government cost for 
skills training. 
Possible cost 
options for skills 
training are the 
following or a 
combination of the 
following: 
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

termination/ 
displacement by 
employers 

 Coordinate with 
PESOs re database of 
terminated/ displaced 
workers 
Provision of free 
livelihood/ 
entrepreneurial 
training 
 
TESDA : 
Provision of skills 
training program  
 
Other government 
agencies: 
Provision of free or 
subsidized livelihood/ 
entrepreneurial 
training  
 
PESO, DOLE, 
TESDA and other 
government agencies: 
Convergence 
program on sharing 
information on 
available livelihood/ 
entrepreneurial and 
skills training 
programs 

a. Cost to 
TESDA for 
providing free 
training at its 
training center or at 
private training 
centers (training 
vouchers) 
b. Cost to 
TESDA of a 
subsidized training 
at its training centers 
or at private training 
centers (training 
vouchers) 
c. Cost to 
employers for 
providing  

  training  through an 
“employer skills 
development fund 
program” and/or a 
“training tax 
incentive scheme” 
or   both. 
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

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.  
 
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 

A fund manager 
will manage the 
EI fund. In the 
discussions of 
the EI Task 
Team, the SSS 
has been 
identified among 
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) 
   
  
 
 

Program integration (existing 
programs on livelihood, training 
and entrepreneurship) – designed 
to assist workers during spells of 
unemployment 
 
The additional option of gradually 
building an EI system introduces 
labor market information (LMI) 
both as an integrating and 
enabling element. 
 
The program integration phase 
will consist of reforms of 
administrative regulations based 
on the Labor Code and the PESO 
Act consistent with the Revised 
Administrative Code and the E-
Commerce Act. It will focus on 
strengthening LMI by shifting to 
an IT-enabled system of 
reporting, information processing 
and sharing, thus facilitating 
access to job placement, 
livelihood or entrepreneurship 
and training assistance.  This will 
specifically include the reporting 
system on dismissals for 
authorized cause and other 
reporting information linked to 
job placement, livelihood or 
entrepreneurship, and training. 

DOLE and TESDA 
for the existing 
programs 
PESO and the 
Philjobnet as the 
backbone of program 
integration (reporting 
system) 

DOLE, TESDA 
PESO 
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OPTIONS  DESCRIPTION 
INCOME SUPPORT ACTIVE LABOR MARKET PROGRAMS (ALMPS)  

Cash Benefit   Administrative 
Structure 

Cost Attribution ALMPs Administrative 
Structure 

Cost   Attribution 

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. 

The objective of this phase is to 
make the PhilJobnet (and the 
PESOs) as the backbone of 
program integration, a function 
that it is currently unable to 
perform.  

The program integration phase 
can be pursued immediately 
through administrative action. 
The key activities for this phase 
are a) system development or re-
development, systems 
connectivity, roll-out, 
initialization and capacity 
building, and b) amendment of 
reporting protocols and 
regulations. 
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5) Costs of the options 
 
Income Support Component 
 
Option 1. Separation Pay Linked to ALMP 
 Under Article 283 of the Labor Code, a worker who is terminated due to the installation 
of labor-saving devices or redundancy 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.” 
 
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 8 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 

Duration of Benefits Contributions Duration 
≥60 but <120 2 months 
≥120 but <180 3 months 
≥180 but <240 4 months 
≥240 but <300 5 months 
≤300 6 months 

 

One month for every year of premium 
payment 
Maximum is 10 months 

Qualifying Criteria  The member must have paid at least 60 
monthly SSS contributions, 6 of which 

 Registration 
 Seeking employment 
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 SSS Actuarial Study 
(Sub-option 1) 

ILO’s Feasibility Study 
(Sub-option 2) 

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. 

 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 
 

 
 
Option 3. Unemployment Insurance Savings Account Linked to ALMP 
 Following the Chilean unemployment benefit program, the table below shows the 
possible design for unemployment insurance savings account: 
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Table 9: Contribution Rates under the UISA 

 Individual Savings Account Common/Solidarity Fund 
Employer of Permanent 
Worker 

 
1.6% 

 
0.8% 

Permanent Worker 0.6% NA 
Employer of Temporary 
Worker 

 
3% 

 
NA 

Government NA Amount fixed by law 

 
 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. 
 
      Table 10: Replacement Rate 

Payment Rate (percent) 
First 37 
Second 33 
Third 29 
Fourth 26 
Fifth 22 

  
The common fund ensures a minimum level of benefits are given to permanent workers 

whose accrued savings are insufficient to finance to full schedule of withdrawals. 
 
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. 
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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) 
 

Table 11: Summary of Costs and Benefits 
 Option 1 Option2 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 

This option 
approximates 
the cost of 
separation 
pay (option 
1) 

   Employee  90/month 
Or  

5,400/ 
 5 years 

150/month 
Or  

9,000/  
5 years 

90/month 
Or  

5400/  
5 years 

 

  
Government 
Support 
Fund 

No Yes Yes Yes  

   Total 
(Employer + 
Employee) 

 
75,000 

 
18,000 

 
18,000 

 
27,000 

 

Benefits       
  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  
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Costs of the Training Component 
 
 In the list of qualifications included in the 2010-2013 TESDA Training for Work 
Scholarship Program (TWSP), 261 qualification titles are included. The costs per capita 
scholarship range from P1,500 to as high as P30,000.  These qualifications are potentially the 
trainings that shall be provided to workers who are terminated without fault. 
 
 In the proposed options, the training costs are to be shouldered by the government 
through appropriations. This means that a huge portion of the national budget must be allotted to 
TESDA, given the relatively high cost of trainings. 
 
 (For the list of qualifications and per capita costs, please see appendix) 
 
Cost of PESO institutionalization 
 (Please refer to PESO RIS) 


