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The Stratbase ADR Institute for Strategic and International Studies 
(ADRi) is an independent strategic research organization with the 
principal goal of addressing the issues affecting the Philippines and East 
Asia through:

1. Effecting national, regional, and international policy change or 
support
2. Fostering strategic ideas based on cooperation and innovative 
thinking
3. Providing a regional venue for collaboration and cooperation in 
dealing with critical issues in East Asia; and
4. Actively participating in regional debates and global conversations

With its international focus, ADRi believes that Philippine and 
regional security and development can be achieved through the 
cooperation of the public and private sectors.

ADRi traces its roots to the Stratbase Research Institute (SRI) 
established in 2004. SRI focused on providing strategic solutions to 
domestic governance, socio-economic, and other policy concerns. It 
aimed to contribute to Philippine development through research and 
responsive policy alternatives.

As SRI sought solutions, East Asia’s affairs frequently inserted 
themselves into the equation. There was and is a clear relation between 
domestic and regional affairs; movement in one reverberates in the 
other.
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Scope and Purpose                         

National Development Context and Analytical Framework                      
Given the pandemic consequences, the loss of economic and social momentum 
resulted mainly from the government’s response measures to protect its citizens. 
Determination of jobs and compensation are the primary considerations to sustain 
labor markets, reduce poverty, advance human capital and stimulate productivity growth
 
Labor Market Issues                           
Productivity growth is necessary for sustained economic development and key 
to this goal is tempering the legal minimum wage and increasing labor productivity.  
Strategic thinking for the labor sector means promoting workers’ productivity 
and support based on upgrading their skills and acquisition of new competencies 

The Education System                          
Performance drivers of education include the complementary roles of public and 
private sectors, the environment, structure, teaching capability and culture, and state 
of knowledge and technology. Ample funds are important to enable schools to 
fully operate. However, we have a low cumulative basic education expenditure 

Conclusions and Recommendations 
A tripartite deal between government, leaders of organized labor and employers 
to forge a social contract for the benefit of labor, investments, and national 
development. Prioritize education and by tempering labor legislation, updating 
skills and acquiring new competencies, and strengthening unemployment 
insurance, labor productivity can be ensured
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ABSTRACT

This paper sets out by laying down the context of Philippine economic 
development. From the rapid growth experienced in the Aquino administration, 
the rapid, stable, and inclusive trajectory continued under President Duterte. 
In the advent of the pandemic outbreak in early 2020 along with its temporary 
and lasting consequences, however, the momentum halted abruptly as a result 
mainly from government efforts to prevent the spread of Covid-19 and protect 
its citizens against the health consequences of infection.  The economy is thus 
confronted with the challenge of carving a path to recovery and one of the 
major areas where the new administration is likely perceived to focus points 
to human capital and labor markets. An analytical framework is provided in 
order to gravitate the discussions on the determinants of job and consumption 
and the regulated labor market. One overriding concern is the legal minimum 
wage, which is shown to have adverse impact on aggregate employment, 
average household income and prevalence of poverty. A call for a shift in 
strategy or recalibration entails making workers’ productivity and support for 
upgrading their skills and acquisition of new competencies more central to 
labor sector’s development agenda. In terms of human capital, what we see is 
an educational ecosystem that is characterized by public-private partnership 
scheme where there is a glaring need to clarify and operationalize the public-
private education complementarity mandate through a social contract. This 
arrangement is a tripartite deal between government, leaders of organized 
labor, and employers involving basic and higher education institutions. In 
the end, the paper ventilates the call for a new strategy for labor productivity 
by tempering the use of traditional employment protection legislation (EPL), 
promoting workers’ productivity and employability by updating their skills 
and acquiring new competencies, and strengthening the unemployment 
insurance. There is also a strong positive correlation between investment and 
compensation per worker.
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The paper seeks to contribute to the education, skills, labor and employment 
development agenda that the next administration should consider in its 
policies.  The first section of this study sets the scene and sketches our analytical 
perspectives to contextualize the issues and policy options to be discussed. The 
second section discusses jobs, worker productivity and the labor market, while 
third section focuses on education. On the last section, the paper concludes 
with a broad summary of our core messages and a wish list of actions for the 
next Administration to think about in formulating and operationalizing its 
development agenda. 

This paper does not seek to provide a comprehensive discussion of the 
assigned topics, though it covers a lot of ground. The discussion on solutions is 
limited to spotlighting selected options. The reason for those limitations is simply 
that making the study more comprehensive and richer in practical details, while 
desirable, would take more time and resources than what is available for this 
study. Having acknowledged its limitations, this paper still discusses important 
development agenda points in the social and socioeconomic space that remains a 
consistent nationa concern in many administrations.
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2 ISSUES FOR THE NEXT ADMINISTRATION’S DEVELOPMENT AGENDA

National Development Context and Analytical Framework           

By laying out the national economic context and outlining the author’s thoughts 
and observations into a model. This section presents a summary of the country’s 
recent performance, its challenges, and economic constraints. It also presents a 
schema for visualizing how sectoral improvements could fit in and contribute to 
the broader development agenda of the next Administration. 

Economic Context
During the second decade of the 21st century, the Philippines under President 
Benigno Aquino III (2010-2016) started to see a notably faster economic growth 
that appears to be sustainable and inclusive. This achievement can be gleaned 
from several indicators: growth of GDP per capita averaging around 6% or 
more for several consecutive years, expansion of employment, and decline in 
underemployment rate. Other socioeconomic indicators from the Philippine 
Statistics Authority (PSA) and the Social Weather Stations (SWS) also show 
significant reduction in poverty rate. 

Unlike past episodes of economic growth, which was characterized by boom 
and bust, there were more gainers than losers from economic change during 
the period. Data further indicates that the country’s debt burden fell and the 
international credit ratings of the Philippines notably improved, which augur well 
for economic sustainability. Considering these accomplishments, the Philippines 
was rated as one of the best economic performers in the region and among 
developing countries. 

The economy continued its rapid, stable, and inclusive growth under President 
Rodrigo Duterte. Encouraged by the country’s strong economic performance and 
its strengthening financial position, the government projected that the Philippines 
would soon become an Upper Middle-Income Country (UMIC) in the early 
2020s. It also formulated and pushed for Ambisyon Natin 2040, an ambitious 
long-term perspective plan that is meant to anchor the development policies 
of current and future Administrations to ensure time consistency. Essentially, 
Ambisyon Natin 2040 envisions the Philippines as a nation free of poverty by 
2040 – one that is populated with well-educated and healthy children and families 
that earn enough income to meet consumption standards that Filipinos aspire to. 
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Unfortunately, the Philippines lost its economic momentum after it got hit by 
the Covid-19 pandemic in 2020. On this score, the country saw severe declines 
in GDP and a significant rise in poverty, unemployment, and underemployment 
rates. Children’s education also suffered as school enrollment fell and in-person 
learning was curtailed. Hunger rose and became more severe. 

The loss of economic and social momentum resulted mainly from government 
efforts to prevent the spread of Covid-19 and protect its citizens against the health 
consequences of infection. As in other countries, those efforts have included 
lockdowns, severe restrictions on business operations, school closures, and 
constraints on the movements of goods, workers, and consumers. Those measures 
have had adverse consequences on trade (local and international), employment, 
and income. Some of the consequences are temporary, but others are expected to 
leave scars that could be more lasting. Major examples of the long-term adverse 
consequences of the Covid-19 pandemic are the scarring effects of unemployment 
due to frequent business shutdowns, restrictions on work arrangements, and 
investment uncertainty. Another example of scarring relates to the effects on 
student learning of school closures, reduction in-person learning time, and poor-
quality remote learning at home. 

The above observations suggest the following issues that should be noted by the 
next Administration in fashioning its development agenda. First, the Ambisyon 
Natin 2040 goals are now tougher to achieve due to the advent of the Covid-19 
pandemic and the global inability to effectively control its transmission. Second, 
given the scarring effects of the pandemic and the weakened economic position 
of the country relative to the need for bigger public spending, it would likely 
take more time to overcome the economic and social setback caused directly 
or indirectly by the pandemic. Third, the difficulty of sustaining lower levels 
of Covid-19 transmission of and the rise of other viruses that could threaten 
human lives create economic uncertainty that could undermine achievement of 
the goals of Ambisyon Natin 2040. On this score, the emergence of more public 
health threats like Covid-19 in the future is expected to intensify and complicate 
economic progress. 

Those added complications and difficulties discussed above are on top of the 
need to strengthen the ability of the country to effectively deal with the costly 
impact of climate change on the Philippines, which has been identified as one of 
the countries that are highly vulnerable to climate change. 
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Mentioned challenges are also on top of the exigencies of getting the nation 
able and ready to take advantage of the unprecedented opportunities for wealth 
creation in the age of FIRe (Fourth Industrial Revolution) to help workers. The 
current labor force need to learn new skills and upgrade old ones to be able to 
move to better paying jobs and to mitigate FIRe’s disruptive effects on workers, 
businesses, and families. 

In sum, the Philippines needs to mobilize more resources and use them more 
efficiently while pursuing inclusivity objectives. Consequently, the next elected 
Administration would have to think about the following questions: What can it 
do to get the socioeconomic momentum back and the country on track towards 
Ambisyon Natin 2040? What adjustments are needed? What priorities should it 
pursue and what should the next Administration focus on? 

Analytical Framework
In thinking and formulating the next Administration’s development agenda, it is 
useful to have a logical framework that models schematically how a set of given 
factors produce outputs that lead to desired final outcomes as well as unintended 
side effects. Figure 1 illustrates such a framework schematically. 

The paper presents a diagram to logically organize our thinking about sustained 
and inclusive economic growth and poverty reduction in relation to factors that 
affect and drive them considering knowledge from development literature and 
experience. With the diagram, we communicate the following points. 

First, sustained increases in workers’ employment and compensation leads to 
rapid, inclusive, and sustainable economic growth and poverty rate reduction. 
Second, as profit margins increase with productivity growth, the incentive for 
private employers to expand labor demand intensifies, potentially creating more 
job opportunities, better working conditions and improved labor compensation 
in the form of higher wages and benefits. Third, how much of the labor demands 
get translated into actual increases in employment, better working conditions and 
higher labor compensation depends on the labor market conditions, specifically 
on the availability of labor supply and regulatory environment. Fourth, 
government policies and regulations could impact the efficient functioning of 
labor markets, thereby impeding or enhancing the degree to which productivity 
growth results in desired final outcomes. Fifth, broadly, the drivers of productivity 



Source: Visual Representation of the Author's Analytical Framework

Figure 1 . Determination of Jobs and Compensation
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growth include: advances in knowledge and technology, investments in human 
and physical capital formation, public infrastructure and institutions that support 
innovations and efficient use of scarce resources. Human capital formation 
refers to education, training and experiences that raise people’s skills and other 
competencies (cognitive and non-cognitive). 

Technically, investment in health should be included in the definition of 
human capital. But for purposes of this study, health and productivity issues will 
not be highlighted since these topics are not part of its remit.

Labor Market Issues 

Productivity growth is necessary for sustained economic development. In fact, it 
is a distinguishing feature of the rise of modern and advanced economies. It is, 
therefore, unfortunate that the Philippines has been lagging behind its regional 
and aspirational peers as regards labor productivity. This fact is illustrated by 
Figure 2. The Philippines lags behind Indonesia, China, Thailand, and Malaysia, 
as measured by the GDP per worker. Hence, there is need to intensify the country’s 
efforts to accelerate productivity growth. 



Source: Paqueo and Abrigo (2019), based on national income account, price indices estimates by the PSA, 
and national capital stock estimate from the World Penn Tables (Feenstra, et. al., 2015)

Figure 2 . Importance of Focusing on PH Labor Productivity Growth
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There is a prevalent and persistent belief that workers are exploited by capitalists 
and that labor market regulations and laws are needed for workers to receive 
higher wages to meet decent wage standards. On this score, critics of Philippine 
economic growth have questioned whether Filipino workers are benefiting from 
improvements in productivity. In this regard, they point to data showing that 
while the GDP per worker has been growing over time, the real wage indicator 
has not similarly increased (see Figure 3). 

This finding appears contrary to the idea that in a competitive economy, 
increases in labor productivity automatically and proportionately raises real 
wages of workers, as textbook economics teaches about competition and labor 
markets. Some commentators have interpreted the data as evidence that capitalists 
are exploiting workers and depriving them their fair share of the benefits of 
productivity growth. 

Further analysis, however, suggests that the supporting evidence for such 
conclusion is weak. In particular, the basic wage indicator does not include 
benefits and other types of compensation for work done, such as commissions, 
output-based remunerations, bonuses, and other non-wage payments to workers. 
Interestingly, when a more comprehensive measure of worker compensation per 
worker based on national accounts data is used, one finds that this indicator rises 
in parallel to the mentioned GDP per worker productivity, as shown in Figure 
3. We also find that using cross section data, outcome indicators like household 
income and consumption expenditures per capita increase with the regional 
productivity of the region where a household is located. The probability of 
household poverty is lower when it is located in a region with a higher regional 
GDP per worker (see Table 1).     

Trade union leaders and their political allies have been fighting nearly annually 
for government to legally compel employers to pay higher legal minimum wages 
(LMW) to increase workers’ income. They have also been militant against the 
liberalization of labor regulations. In fact, they have been relentlessly pushing 
for stricter labor standards and employment protection laws, particularly about 
hiring, firing, and re-deployment of workers. These legal instruments have become 
the most favored tools of labor leaders and political allies. But, on increasing labor 
productivity, not so much.

Studies, however, suggest the need to temper the use of those instruments. 
Even if well-intentioned, the use of those tools could have unintended counter-



Source: Paqueo and Abrigo (2019), based on PSA, National Income Accounts and PSA/DOLE-BLES, Yearbook of Labor Statistics

Figure 3 . Labor Productivity (LP) Rises with Compensation per Worker 
(Wage + Bene�ts) as Expected and Contrary to Anti-capitalist Critique
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Table 3 . Philippine Labor Markets: High Labor Cost, 
In�exible, Ine�cient Due to Restrictive Laws and Regulations

Source: World Bank (2016)
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productive effects if overdone. On this point, Table 2 presents research findings 
indicating that in the Philippines, increases in LMW has had adverse counter-
productive impacts on workers’ employment, hours of work and average income 
of households, and poverty status of households. LMW impacts adversely 
disadvantaged groups – particularly the women, young, inexperienced, and less 
educated. 

Those increases in LMW have also negatively impacted the employment 
demands of small- and medium-scale businesses. In contrast, higher LMW tends 
to have a positive correlation with the employment demand of big companies. 
This finding is noteworthy and needs further research on why higher LMW is 
associated with increased employment demand among big companies.

An international comparison of labor markets by the World Bank (see Table 3) 
indicates that the Philippines is significantly disadvantaged relative to its regional 
and aspirational peers and competitors like Singapore, Malaysia, Thailand, China, 
and Vietnam in terms of labor market efficiency. The Philippines has the highest 
LMW relative to the labor productivity of the seven countries shown in Table 3. 
Remarkably, in terms of hiring and firing practices, the Philippines appears to be 
the most impeded by regulations. 

Indonesia is lower in labor market efficiency than the Philippines. But, to 
Indonesia’s credit, it has already undertaken serious regulatory reforms recently 
to make its labor markets more efficient, less burdensome, and more flexible. The 
government showed remarkable determination to reform and improve the ability 
of the country to attract investors, create more jobs, and enable the country to 



Box 1 . �e Nature of Fire and Implications for the 
Next Administration’s Development Agenda

• Increased productivity and reduced 
     production and distribution costs
• Widespread adoption of e�cient 
     labor-saving innovations (AI, computers, 
     robotics, synthetic biology, internet of 
     things, etc.)
• Constant re-skilling, upskilling and 
     updating of knowledge
• Enterprises and business models are 
     being created, discarded, and 
     re-con�gured  
• New jobs are being created and existing 
     jobs destroyed or re-con�gured – 
     resulting in high labor turnovers

• Systematically review existing policies and regulations 
     ASAP, including the modernization of the Labor Code
• Agree on how to ensure that workers, employers and
     government will have the needed �exibility and 
     capacity to survive and �ourish under the FIRe
• �ink together on how to improve the economic 
     security of workers and their families, as job 
     turnovers accelerate with the unfolding FIRe
• Raise the share of enterprise-based training output 
     from  about 3% to 15% 
• Increase the Technical Education and Skills 
     Development Authority’s (TESDA) support 
     for enterprise-based training
• Re-balance government control/restrictions and 
     freedom/ �exibility in view of FIRe
• Revision of the law and regulation on apprenticeships and 
     on-the-job training to level up enterprise-based training
• Strengthen unemployment insurance

SuggestionsOpportunities and Challenges of FIRe
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adjust efficiently to the disruptions of the unfolding FIRe and take maximum 
advantage of the economic opportunities it brings (see Box 1). The Philippines 
could and should learn from the Indonesian experience and other neighboring 
countries on why, what, and how they are modernizing their labor laws and 
regulations.

Food for Thought for the Next Administration’s Development Agenda
To sum it up, labor leaders and their allies have been reactionary in their response 
to changes in the business environment, which is increasingly being driven by 
new knowledge and technology. On this point, they have persistently and 
aggressively followed the usual strategy of using the power of the State to tie the 
hands of employers to compel them to pay higher wages. Similarly, organized 
labor has been pushing for tightening regulations to protect the jobs of incumbent 
employees by making it costly and difficult for companies to employ, train, re-
deploy, and terminate workers as needed to survive or prosper.

Data, however, indicates that the above strategy has serious limitations. It has 
had counter-productive effects in the Philippines. That is, they have been shown 
to have adverse impact on aggregate employment, average household income and 
prevalence of poverty.2 It is especially true for the women, young, inexperienced, 
and less educated, who incidentally are people with little human capital. Arguably, 
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the strategy has also made it more difficult to move people from low productivity 
informal sector work to high productivity formal sector employment.    

Consequently, part of the next Administration’s development agenda should 
be getting the labor sector to shift its strategic thinking. Over the years, the labor 
sector has pushed for laws and labor regulations that made it difficult and costly 
to cut jobs and terminate regular or tenured workers.  They also fought to limit 
outsourcing and company employment of temporary workers. Then, during 
the time of President Duterte, leaders of the organized labor sector pushed the 
government to totally prohibit contract workers. The intent of labor leaders and 
their political allies is to eventually compel all companies to hire only regular 
employees, who will enjoy social security, job tenure rights, and other benefits. 

In calling for a shift of strategy, we mean making the promotion of workers’ 
productivity and support for upgrading their skills and acquisition of new 
competencies more central to the labor sector’s development agenda. Further, in 
view of the LMW’s negative effects on employment, the shift could mean tempering 
the demands for hefty LMW increases in the case of small- and medium-scale 
enterprises. On workers’ need for more frequent upgrading of current skills and 
acquisition of new ones over their life cycle, the government could facilitate easier 
access to lifelong learning programs with the help of digital and AI technologies. 

The new Administration should push for raising enterprise-based training 
outputs from 3 percent to 15 percent of total training output, which will align 
the Philippines with its regional and aspirational peers on the mentioned metric. 
Such training ranks high regarding effectiveness and relevance of competencies 
learned. Achieving this objective will require a combination of more government 
funding towards enterprise-based training and the reformation of policies and 
laws that make training costly, complicated, and restrictive (e.g., the Job Start and 
Apprenticeship Law and related regulations).           

To complement such shift, the government should also support a timelier 
implementation of public infrastructure programs, strengthening the country’s 
safety net programs, and making the country more attractive to foreign 
investment and tourism. On this score, labor and policy makers should take 
note of the strongly positive correlation between physical capital per worker and 
compensation per worker. One way of looking at this statistical relationship is 
that a good investment environment is beneficial not only to capitalists but also 
to labor. This thought should invite labor employers and government to sit down 
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together and look for a package of measures whose impact taken together will be 
beneficial to all stakeholders.

The elements of the agreed package (or social contract) could include, for 
example: (i) faster completion of government infrastructure programs; (ii) reform 
of labor laws and regulations on the hiring, termination, training, and deployment 
of workers; (iii) an increase in TESDA’s investment in enterprise-based training; 
and (iv) an enhanced unemployment insurance system with agreed contributions 
from employers, workers, and government. The underlying idea here is that this 
combination of measures will lead to an economy so dynamic and efficient that 
finding a gainful job will be sufficiently easy and that job termination will cease to 
be a dreadful economic security issue. 

The Education System

Performance and Challenges
Basic Education.3 In years of schooling completed by the time they reach 18 years 
old, young Filipinos on average can expect to attain an education level that is one of 
the highest among economies with a similar GDP per capita. This finding is based 
on an international comparative study by the World Bank (2018). See Figure 4.1.  

However, this same study shows a learning gap of about 4.4 years between years 
of education completed and the actual learning achieved by Filipino students 
(Figure 4.2). An updated estimate puts the learning gap at 5.5 years in 2020.4 The 
learning gap suggests that the time spent by students in school is not being used 
well. Compared to their regional counterparts, the average Filipino student learns 
much less per year of education completed. 

The differences in the learning gap in Figure 4.2 reflect differences in the 
quality and efficiency of the countries’ education systems. In particular, the graph 
suggests that school children’s time are less efficiently used in the Philippines than 
other economically comparable countries. 

Figures 4.3a, 4.3b and 4.3c present an international comparison of standardized 
test scores drawn from data from the Programme for International Student 
Assessment (PISA). As Paqueo, Orbeta, King and Melad (2021, p.23) observes, 
they are notable for three reasons: 



Source of Basic Data: World Bank Human Capital Project 2018 and World Bank-WDI  

Figure 4.1 . Expected Years of School and Log of GDP per Capita
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Figure 4.2 .  Learning Gap in Philippines is 4.4 Years
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Figure 4.3 .  Average Performance of Countries in Mathematics, Reading, 
and Science Based on PISA, 2018 by Log of GDP per Capita 
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First, they show that the Philippines is at or next to the bottom of the 
ranking of PISA-participating countries in mathematics, science and reading 
test scores. Second, the average scores of Filipino students are less than those 
obtained by their counterparts in other countries with similar level of GDP 
per capita. Third, interestingly, private school students in the Philippines 
were able to achieve test scores that are on par with the average students of 
countries with the same level of per capita GDP as the Philippines. 

The PISA finding that the Philippine education system is performing less 
effectively in terms of student learning achievement is in line with findings of 
other studies. For example, the Trends in International Mathematics and Science 
Study (TIMSS 2019) found low levels of proficiency achieved by Filipino students. 
Specifically, it reports that over 81% of Grade 4 students in 2019 did not reach 
the lowest category of its international benchmark  (Mullis, et al., 2020) while 
the corresponding percentage in the 2003 assessment was much lower at 59% 
(Mullis, et al., 2005), as pointed out by (Igarashi & Suryadarma, 2021).

The bigger story from their analysis of the TIMSS and other databases is that 
the lack of foundational skills is constraining the ability of many Filipino students 
to raise their learning achievement at higher grade levels. Equally concerning is 
the suggestion by Igarashi and Suryadarma (2021) that “major education reforms 
implemented by the Philippine government since 2012 may have successfully 
improved reading skills, but not mathematics skills”. 

The findings of the above international surveys on students are consistent with 
data collected by the Department of Education (DepEd). Figure 4.4 shows that the 
percentage of Grade 6 students who scored on or above minimum proficiency level 
is only 2.2% or less. For Grade 10 students (see Figure 4.5), the story is the same. 

Figures 4.4 and 4.5 show the performance of Grade 6 and Grade 10 students 
in the school year (SY) 2016-17 and SY 2017-18 administration of the National 
Achievement Test (NAT). Unlike the previous NAT, the assessment starting 
SY 2016-17 focuses on the measurement of proficiency levels of students in 
21st century skills such as Problem Solving, Information Literacy, and Critical 
Thinking Skills. The results among Grade 6 students show that around 8 out of 
10 students have no or low proficiency in 21st century skills. A slightly better 
performance is observed among Grade 10 students, where only around 7 out of 
10 have no or low proficiency in the skillsets covered. 



Figure 4.4  . Percentage of Grade 6 students by Level of Pro�ciency 
(All subjects, NAT SY 2016-17 and SY 2017-18)
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Figure 4.5  . Percentage of Grade 10 students by Level of Pro�ciency 
(All subjects, NAT SY 2016-17 and SY 2017-18)
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To add to the seriousness of the education challenge facing the Philippines, 
one finds that the proficiency levels of Filipino students are not only low; they 
also appear to be in stasis (more or less flat for years).  It is concerning how 
the Philippine education system appears to have been trapped in a low-level 
equilibrium in student learning.

Higher Education. The Philippines had a higher education (HE) system that was 
once touted as a model for achieving a proportion of the population enrolled in 
post-secondary education that was second only to the US, as noted by Kim and 
Hunt (1968). This finding reflects the fact that the Philippines started earlier than 



Figure 4.6  . NAT Scores of Grade 10 Students
(SY 2011-12 to SY 2014-15)

Source: Department of Education
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other developing countries to make higher education accessible to the masses 
and not just to the few privileged elite. In time, however, rapidly growing and 
industrializing developing countries like Korea, Malaysia and Thailand overtook 
the Philippines, as shown by Figure 4.8. Later, many more countries caught up 
with the Philippines, some of which proceeded to overtake it. In this regard, 
Licuanan (2017) points out that by 2017, the Philippines was overtaken by 
Southeast Asian countries except Lao PDR, Cambodia, and Myanmar.5 Overall, 
the tertiary education enrollment rates of the Philippines and of middle-income 
countries are now on par. 

Anecdotal evidence also suggests that the quality of Philippine HE has been 
highly respectable, at least in the past. At the start of the Post-World War II era 
until the early 80s, there were many students from Southeast Asian countries 
like Thailand and Indonesia who undertook graduate studies in top Philippine 



Figure 4.8  . Tertiary Enrollment Comparison Between the Philippines,  
Regional Peers and the Average of Middle-Income Countries

(In Percentage)

Source: data.worldbank.org
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higher education institutions. But as Bautista, Paqueo and Orbeta (2021) noted, 
eventually, “the early edge of the Philippines in graduate education eroded with the 
ASEAN economies and HEIs surpassing the country’s economic and educational 
development” (p. 10). Still, Philippine tertiary education graduates remains in 
demand and valued locally and internationally, as evidenced by the high rates of 
return to investment in higher education (see Figure 4.10) and sustained demand 
for OFWs and their skills abroad. 

In terms of the quality of its outputs, the performance of the HE system is 
mixed. Using the percentage of STEM graduates in tertiary education as a 
quantitative indicator, we find that the Philippine HE system compares very well 
with Korea, Thailand, and Malaysia.    

There are, however, indicators pointing to weaknesses in the country’s HE 
system that should concern forward-looking education leaders and policymakers 
considering the fast-emerging FIRe. It is difficult to accurately characterize the 
quality of outcomes of higher education due to issues of interpretation and 



Figure 4.9  . Percentage of STEM Graduates in Tertiary Education, 2016
(In Percentage)

Source: data.worldbank.org
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validity. Nevertheless, we use those indicators for lack of better alternatives.
Table 4 reprinted from Bautista, Paqueo and Orbeta (2021) presents data on 

indicators often used to characterize quality of higher education institutions. The 
table shows information on the passing rate of first-time takers of the Professional 
Board Examinations (PBE). The rate ranges from 50% to 61%. A huge percentage 
(39% to 50%) failed in their first attempt. Another quality indicator in the table 
is the percentage of HEIs with accredited programs. According to CHED data in 
Table 4, this indicator, which was only 20% in 2009, rose to 29% in 2018. While 
this is a significant improvement, this is still low. Another measure of the quality 
of HEIs is the quality of faculty, indicated by the proportion with graduate degrees. 
The quality of faculty appears to be improving, albeit slowly. The proportion of 
faculty with graduate degrees from 2009 to 2019 gradually increased, from 45% 
in 2009 to 54% in 2019. Meanwhile, those with PhD degrees increased from 10% 
in 2009 to 17% in 2018 (Table 4). 

Another outcome indicator we use here is the rate of return to higher education. 
Figure 4.10 presents the estimated rates of return to higher education broken 
down by public or private type of higher education institution. In general, the 
estimated rates of return are high, ranging from 16% to 30%. They appear to be 



Table 4 . Quality of Higher Education Institution Indicators

Source: CHED. Table reprinted from Bautista, Paqueo and Orbeta (2022, forthcoming) 
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Table 4.10 . Annualized Rates of Return on Wages by Type of HEI, 2013

Source: Basic data from APIS 2013 (PSA,2013). Reprinted from Paqueo, Orbeta and King (2019)
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highest for private sectarian higher education institutions, though the differences 
among types of schools are statistically not significant. The information suggests 
that in the Philippines, it is profitable for an individual to invest in higher 
education.   
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Drivers of Education Performance

There are many factors that drive the performance of the education system 
and school performance. They include, among others: the relative importance 
of the roles of public and private sectors, an enabling and policy environment, 
accountability and incentive structure, teacher capability and school culture, 
and the state of knowledge and technology. The following discussion spotlights 
selected issues involving those factors. Underlying the discussion is a simplified 
mental model, in which resources are combined and inserted into specific 
processes and get converted under certain conditions into outputs and outcomes.

Education Expenditure and Student Learning. A common complaint against 
the poor quality of education and low learning achievement of students in 
the Philippines is the lack of funds for schools. Undoubtedly, ample funds are 
important to enable schools to hire effective teachers, train them well, buy 
education materials and equipment in short supply, and fund purchases of other 
inputs to properly run schools. 

The question is, how much does raising the level of education spending matter 
in explaining the country’s stasis at low level of student learning achievement 
and in getting it up sustainably? Many scholars claim that given the existing 
inefficiencies of national education systems and management of their schools, it 
is unlikely that increasing education spending will necessarily lead to significant 
improvements in school quality and student learning. Many empirical studies in 
the past have supported this claim. More recent studies, however, cast doubts on 
that claim and have taken a different view.6  

Noting the mixed findings reported in previous literature, Abrigo (2021) 
looked at the issue in the Philippine context using PISA data. His empirical 
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analysis indicates that basic education spending per capita correlates significantly 
in the Philippines, as seen in the following figures. In science, mathematics, and 
reading, the graphs below consistently indicate that student learning rises rapidly 
with increases in cumulative basic education expenditure (See Figures 5.11 A, 
B and C). These findings signal that an important reason why the Philippines 
is next to the bottom of the ranking of countries included in the PISA survey 
is likely due to its low cumulative basic education expenditure. The graphs also 
clearly indicate that student learning rises faster among countries at lower levels 
of spending and test scores, suggesting that student learning would probably rise 
much more steeply in the Philippines, if it were to raise basic education spending 
to a much higher level. 
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Issue of Efficiency. The need to convert resources more efficiently remains an 
issue, considering past difficulties in raising new taxes or reallocating funds to 
education from other sectors. In the study cited above, Abrigo (2021) examined 
the technical efficiency of Philippine education, applying production possibility 
frontier analysis on the same PISA data. He finds that “[if] the Philippines have 
fully maximized the use of its inputs it should have scored closer to 400 points in 
each of the test subjects, instead of the 340 to 360 observed range.” This suggests 
that improving the technical efficiency of the country’s education program along 
with some increases in the budget can yield much bigger improvements in student 
learning. The conclusion then is that there is scope for raising school quality and 
student learning by improving the technical efficiency of the national education 
system. The practical question is, how?

At the opening paragraphs of Section 3, we present data showing that on 
average students in private schools perform significantly better than those in 
public schools. This differential can be due to differences in the socioeconomic 
background and other characteristics of public and private school students. To 
see what other factors are driving the public and private student learning gap, 
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Paqueo, Orbeta, King, and Melad (2021) examined the reasons why public-school 
students score higher in the PISA tests than private school students. 

The study concluded that even controlling socioeconomic background 
characteristics, private school students on average scored higher than their public-
school counterparts. It also found that private schools are more resourceful and 
productive in the use of available education inputs. Specifically, the following 
additional findings are noteworthy. First, as expected, shortages of education 
materials are negatively correlated with test scores in math, science and reading. 
Interestingly, they are significant in all three tests for public school students. In 
contrast, the correlations are not statistically significant for private school students. 
This finding suggests that compared to its public education counterparts, private 
schools have the resourcefulness to avoid serious adverse effects of shortages of 
education materials on learning outcomes. 

The study also found that the index proportion of all teachers fully certified 
is significantly correlated with test scores among private school students in all 
three subjects, but not among their public-school counterparts. This result points 
to the idea that there is something different between public and private schools 
that differentially motivates and/or enables the latter to be more effective in 
implementing quality improvement measures.     

Further along, student test scores and proportion of all teachers with ISCED 
level 5A (masters), usually considered an indicator of school quality, was found to 
be uncorrelated, except in science for private school students.  In this exceptional 
case, the regression coefficient of the mentioned teacher quality indicator was 
found to be positive, significant, and large (106.3 points compared to the average 
science test score of 357 for all students). This finding indicates the desirability 
of getting a larger proportion of teachers with master’s degrees to teach science 
literacy. But it is equally important to also keep in mind that this measure is not a 
panacea. As mentioned, it is not significantly correlated with test scores in math 
and reading among students in public as well as private schools. 

Similarly, one must be careful about expensive measures like hiring more 
teachers to reduce class size, which is widely believed to be a solution to improve 
poor quality teaching. In all three domains of knowledge, this measure is not 
significantly correlated with test scores except perhaps, as suggested in the 
literature, if the reduction in class size is large enough to get it down to less than 
20 students, which is an expensive proposition. 



Box 2 . SHSVP, and JDV-TVL Voucher Schemes

Source: Paqueo and Orbeta (forthcoming)

�e SHSVP (Senior High School Voucher Program) supports the implementation of the K-to-12 reform, 
which adds two more years of Senior High School (SHS) to the basic education cycle (originally 10 
years). Due to lack of classrooms, specialized teachers, and facilities for SHS in public schools, DepEd 
developed and established the SHSVP. �e program was also envisioned to enable students, even those 
coming from less a�uent families to study in private schools of their choice. For both ESC and SHSVP, 
the government provides additional support through school-based In-Service Training (INSET) for 
private school teachers and administrators participating in those programs.   

�e JDVP-TVL (Joint Delivery Voucher) program is also a voucher program that enables public 
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to strengthen the course o�erings of the former and enhance the TVL (Technical Vocational Livelihood) 
learning experience of their students.
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Public-Private Partnerships 

The preceding discussion spotlights the ability of private schools to produce better 
quality and market relevant education than their public-school counterparts. 
Additionally, private schools can and have delivered cost-effective government-
funded education programs to provide students with places to enroll in for high 
school education.7  

The practical question then is, how can government harness the private 
education sector to maximize the ability of the Philippines to produce the level 
and kind of education wanted by students, their families, and by society?

There are ways of harnessing private schools for that purpose. One is through 
public-private partnership (PPP) schemes where government, DepEd and 
private schools collaborate. This type of scheme has already been developed 
and implemented with the support of Government Assistance to Students and 
Teachers in Private Education (GASTPE). Three programs, which were recently 
reviewed for DepEd under ADB’s technical assistance program, are worth 
mentioning here.8 These are: Educational Service Contract (ESC), Senior High 
School Voucher (SHSVP) and Joint Delivery Voucher-Technical Vocational 
Livelihood (JDV-TVL) programs. The last two schemes are voucher programs 
that seek to enable eligible students to enroll in private schools of their choice that 
are registered in an approved list of SHSVP school providers. The ESC is a long-
standing scheme that has been used to address public school congestion. 

The three PPPs form part of government innovative efforts to achieve 
universal access to quality basic education. The idea behind the ESC, SHSVP 
and JDVP-TVL programs is to use the government’s financial muscle to harness 



Table 5 . Opinion on the SHS Voucher Program and a Similar Program for JHS

Source: Paqueo and Abrigo (2019)

Response
Do you like the SHS Voucher 

program for your children 
or future children? (%)

Would you like a similar 
voucher program for your 

children or future 
children in JHS? (%)

Yes  83  85  
No  4  4  
I don’t have enough 
knowledge to give an 
opinion
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the economic and educational capabilities of the private sector to achieve public 
purposes in education. Using tax money, the government is tapping into private 
education capabilities through these programs to improve access and quality 
of education provided to Filipino students. These PPPs are in line with the 
Philippine Constitution, Government Assistance to Students and Teachers in 
Private Education (GASTPE), Enhanced GASTPE (EGASTPE), and related laws.

The main conclusion of the assessment is that the objectives, rationale, design 
and implicit theory of change of the three programs are plausible and coherent. In 
fact, they are working reasonably well on the ground, and they are cost-effective. 
It would have cost more to educate students at DepEd schools. 

Moreover, stakeholders are generally satisfied with the programs. In particular, 
students and parents are so satisfied with the programs that they generally want 
the government not only to continue them but also to keep them as a permanent 
part of the government’s long-term strategy to improve access to quality basic 
education. Those sentiments reported by the assessment study have been 
confirmed by results of a poll survey conducted by the Social Weather Stations 
(SWS) in 2021 for the Paqueo, Orbeta, King and Melad (2021) report. See Table 
5 below.

    The programs were found to contribute to improving education outcomes 
by: (i) promoting efficiency of a mixed public-private education system; (ii) 
promoting choice which, in turn, promote greater individual well-being by 
empowering and enabling students/parents; and (iii) promoting diversity of 
providers leading to greater competition, which, if managed well, could lead to 
improvements in efficiency. There are, however, important challenges that need 
to be addressed. Despite those challenges, the programs largely appear to be well 
implemented, broadly as designed. See Box 3. 



Box 3 . ESC, SHSVP, and JDV-TVL Assessment: 
Summary of Challenges and Recommendations

Source: Paqueo and Orbeta (forthcoming)

Paqueo and Orbeta (forthcoming) recently assessed the performance of three education PPP 
programs (ESC, SHSVP and JDV-TVL). Its �ndings can be summarized as follows. First, the 
study �nds that the programs have largely been well executed according to design and plan. 
Moreover, data suggest that they are likely to signi�cantly contribute to the improvement of 
education outcomes. But second, there are important issues that need to be addressed for the 
country to be able to fully bene�t from those programs. �ese issues include, among others:

a. Inadequate inclusion of poor, indigenous, and disabled students into the programs 
due to lack of e�ective targeting.

b. Insu�cient amount of �nancial assistance per student. �e subsidy is less than what 
bene�ciaries, especially economically disadvantaged children, would need to pay the full 
cost of studying in a high-quality private school.

c. Long government delays in paying participating schools' overdue amounts for services 
rendered, thereby increasing their �nancing cost, and making some private education 
investors wary of participating in the voucher programs.  

d. Need to establish a quality assurance (QA) scheme to strengthen continuous improve-
ments in the quality of education provided by schools participating in the voucher 
programs

e. Failure to resolve the legal status of the Private Education Assistance Committee 
(PEAC) to ensure that implementation of the ESC and SHSVP continues to be well 
managed and done in accordance with law.

f. Lack of a clear and shared vision of the role of private education in the development of 
an integrated national education system and of the long-term future of education PPPs. 
On this score, there has been confusion on whether the voucher programs are part of the 
long-term education strategy of the government or are only stop gap measures to be 
ended once government has built enough public Senior High Schools that can provide 
quality education. As a result, there has been a lack of coherence in government/DepEd 
policies and actions. For example, government education policies have had the 
unintended consequence of marginalizing private schools (see Box 4) even though they 
provide better quality education compared to their public-school counterparts (and a 
lower cost, to boot). Further, DepEd has ramped up construction of public schools and 
classrooms despite availability of underutilized private school capacity to deliver better 
quality education at a lower cost to the government. 

�e study, therefore, suggests a variety of measures to maximize the bene�ts from education PPPs. 
�ese measures include inter alia the following recommended actions: 

(i) Rationalize the value of the student �nancial assistance provided by ESC and 
voucher programs that is commensurate with the full cost of providing good quality 
education. On this score, it is further recommended that the determination of the 
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student subsidy for studying in private should be anchored on public �nance principles 
of e�ciency and equity. �ese suggestions address the clamor to target the poor, 
indigenous and disabled bene�ciaries for greater social inclusion. Apropos, the above  
recommendations can be achieved by establishing a policy explicitly targeting disadvan-
taged bene�ciaries based on measurable indicators. Additionally, such policy should 
provide those bene�ciaries with a level of �nancial support that would enable them to 
take full advantage of the opportunity to study in good quality private schools. In 
practice, greater inclusion would essentially mean providing more education subsidies in 
favor of the deserving poor and culturally disadvantaged students.

(iii) Improve the design of the PPPs and strengthen their operations, building on their 
implementation experiences. For example, the government could ensure that private 
schools participating in the voucher programs are paid on time to lower participating 
schools’ �nancing costs. Another example is establishing for the SHSVP and JDV-TVL 
programs quality assurance (QA) schemes like that adopted by the ESC program. �e 
QA scheme should enable and motivate continuous improvement in the quality of 
education provided by participating schools. A further example is for DepEd to strength-
en its oversight function by increasing the frequency of spot-checking, setting tougher 
penalties for fake (ghost) enrollments, and taking timely actions on reported cases of 
billing malfeasance. Relatedly, the government needs to take immediate action on the 
issue of PEAC’s status as a private institution.

(iv) Clarify and/or modify the objectives of the PPPs and their intended bene�ciaries in 
response to changing realities. �ese relate inter alia to the study’s �nding that congestion 
in public schools (the original and principal justi�cation of the ESC program) is less 
widespread now than before. In contrast, other determinants of school quality and 
student learning have been rising in importance. To this point, the assessment study 
recommends that while it would be desirable for ESC to continue playing an important 
role in decongesting public schools in a few densely populated areas, it is probably better 
to focus future investment in education PPPs on strengthening and expanding the 
voucher programs. �ese are much more �exible instruments that can be used for 
e�ciently dealing with a wide range of school quality issues (not just congestion), 
targeting of education assistance to di�erent disadvantaged schools and student popula-
tion groups, providing more freedom of choice for parents/students, making education 
more demand-driven, and promoting healthy competition among schools.

(v)  Establish a policy framework, develop a long-term perspective plan and layout a 
strategic road map to guide the establishment of an e�cient and well-integrated 
education system that capitalizes on the strengths of the public and private education 
sectors. �ese policy framework, perspective plan and road map are needed to ensure 
e�ective coordination of policies and programs a�ecting the development of the country’s 
national education system. �is recommendation should address the need to reduce 
private sector’s prevailing concerns about the uncertainty and risk of investing in schools 
capable of providing higher quality education. 

Source: Paqueo and Orbeta (forthcoming)

Box 3 . ESC, SHSVP, and JDV-TVL Assessment: 
Summary of Challenges and Recommendations
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Box 4 . Adverse E�ect of Education Policies on Private Schools Illustrated 

Source: : PSA Philippine Statistical Yearbook, various years

�is Box highlights the o�en-forgotten fact that public school policies do not only a�ect public 
schools but private schools as well. We illustrate this fact by showing how private schools have 
been marginalized over the years, as vividly demonstrated by the decline of private school share 
in Junior High School (JHS) enrollment over the years. �e graph below shows that in SY 1970-71, 
the share of private schools is 56% (Figure 4.1). �is has steadily gone down to 17% in SY 
2018-19, which shows a consistent decline by almost 1% per year.

Share of Enrollment of Private School in Junior High School 
(SY 1970-71 To SY 2018-19)
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Clarifying and Operationalizing Public-Private Education Complementarity 
Mandate. It was wise for the Framers of the Constitution to recognize the 
valuable contributions of the private sector to education and the necessity for 
the government to work complementarily with private schools. The Framers 
recognize that the public sector cannot achieve by itself the country’s ambitious 
national education goals without private sector support.

What it means exactly for the public and private sectors to work complementarily 
in education was left to the wisdom of the Legislature and political leaders. Until 
now, however, they have neither defined and clarified systematically what public-
private complementarity in education means; nor have they come up with an 
authoritative framework to guide education policies for operationalizing and 
implementing the mandate.  
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In the meantime, the national education system has evolved in ways that have 
led to the substitution of the public for public schools through policies, regulations 
and programs that have had intentional or unintentional adverse consequences.

An example of those consequences is the marginalization of public schools 
as illustrated by the steady long-term decline in the share of private schools in 
total enrollment in basic and higher education. Box 4 shows such a decline for 
secondary education. The decline in private sector share in enrollment means 
that over time, an average student gets to learn less as more children are being 
shifted towards less cost-effective schools. 

Conclusions and Recommendations 

The future is expected to bring with it revolutionary opportunities for wealth 
creation and for making people’s lives better. But, to maximize the ability of the 
Philippines to profit from those opportunities, it must come to grips with difficult 
challenges ahead. It must ramp up its efforts to address both long-standing 
problems and emerging issues. At the heart of those challenges is people’s demand 
for faster, more inclusive, and sustained expansion of jobs and rising wages and 
benefits at the same time. The practical question that the next President will likely 
ask his advisers is: How can I meet those challenges?

A critical part of the answer to that question is rapid and sustained labor 
productivity growth. Nobel Laureate for Economics Paul Krugman (1994) 
captured the importance of productivity growth to the development process with 
this quip: “Productivity isn’t everything, but, in the long run, is almost everything.” 
That’s how important growth of productivity is regarded in economic history. 

On this point, education is one of the most important tools for achieving 
sustained productivity growth and, to boot, inclusivity if done right. Hence, it 
is critical for the new Administration to include a robust agenda for education 
development, especially regarding basic education. The country’s current and 
future workforce, particularly those from socially and economically disadvantaged 
families, are not getting the competencies needed to take advantage of emerging 
innovations and economic opportunities that the FIRe is bringing about. 

 Further on that point, the next Administration should seek to modernize the 
labor code of the Philippines. This objective is important to improve the ability 
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of workers and employers to adjust opportunely to changes in the business 
environment to maximize their benefits from advances in knowledge and 
technology. Those changes refer to the disruptions that advances in AI-driven 
automation and other technologies will bring about. As the FIRe unfolds, more 
new jobs will be created, while old jobs will be destroyed or re-configured. These 
disruptions are expected to become part of a new normal that will necessitate 
workers to move more often from old to new or reconfigured jobs.  

But for the necessary adjustments of the labor code to happen, the new 
Administration must take measures to assure workers that they will have a fair 
share of the benefits from labor productivity improvements. Moreover, relaxing 
job tenure rules, hiring of temporary workers, and other rules like those governing 
outsourcing or contracting out work to other enterprises might have to be bought 
at the price of a stronger unemployment insurance system. Workers might further 
want access to affordable good quality lifelong learning centers to acquire the 
competencies necessarily to qualify for better alternative jobs. 

Part of the next Administration’s agenda, therefore, would be for the 
government to convene and sit down with the leaders of organized labor and 
employers to hammer out a tripartite deal or social contract. Such a contract 
should include a package of credible measures that will:

1. Raise the productivity and competencies of workers through education 
and training.

2. Facilitate business investment in innovations and physical capital 
(domestic and foreign); 

3. Undertake timely construction of needed public infrastructures, 
modernization of the labor code, and strengthening of the unemployment 
insurance system.

Those measures should improve the viability and profitability of new and 
existing enterprises needed to support the sustained expansion of jobs, rising 
labor wages and benefits, and income security of workers. The strategy underlying 
the above approach is to implement a combination of measures that will make the 
economy so dynamic and efficient that there will be plenty of well-paying jobs to 
choose from. And with a good unemployment insurance system and other social 
safety nets, the economic security issue becomes manageable.  
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Education, School Quality and Student Learning. For the next Administration’s 
development agenda for education, we argue that it should prioritize education 
quality and student learning achievement over establishing and expanding 
universal free education at both basic and higher education levels. In the past, 
getting all children in school was the predominant priority of all previous 
Administrations. 

The time has come for a re-calibration of priorities to ensure that students 
learn the competences and knowledge needed to be good citizens and productive 
workers of the future. This re-calibration is needed for the country to be able to 
catch up and keep pace with its competitors and aspirational peers. For while 
the Philippines compares well with middle-income countries in terms of number 
of years of schooling the young can expect to complete by age 18, it hugely lags 
behind the learning achievement of students in comparator countries at both the 
basic and higher education levels. Moreover, the re-calibration should be done 
urgently; otherwise, the Philippines will not be able to catch up and successfully 
compete globally and take advantage of the unprecedented advances in knowledge 
and technology, as the FIRe unfolds.

Achieving the above-mentioned education goals of emphasizing student 
learning achievement and education quality improvement while continuing to 
facilitate access of disadvantaged students to schools requires long-term increases 
in spending on the education and training sector. Data indicates that increases 
in education spending is critical to reach the learning achievement levels of the 
country’s aspirational peers. Data, moreover, shows that to maximize the impact 
of education expenditures, it is important to make sure that sector resources 
are used effectively and efficiently. That is, it is critical for the education inputs 
and reforms to be transformative. They should be fully converted to outputs and 
outcomes. 

What then can be done to sustainably raise the performance of the national 
education system regarding student learning?  Box 5 presents a list of measures 
that the next Administration might want to further explore. The context and 
reasoning behind suggested measures are discussed in Section 4. 

Productivity, Training, and Jobs. The core message of Section 3 is that to achieve 
sustained rise in worker’s wages and benefits (compensation), productivity 



Box 5 . List of Proposals for the Next Administration’s 
Development Agenda for Education

1. Re-calibrating government focus from “massi�cation” of low-quality education to raising 
student learning achievements 

2. Increasing government funding of education to at least 5 percent of GDP to be more in line 
with the country’s aspirational peers. �e Philippines has been underspending in education 
compared its regional aspirational peers. In 2015, the combined public and private education 
spending of the Philippines was only about 4.5% of GDP. �e corresponding �gures for its 
regional aspirational peers ranged from 5-0% to 6.3% (see Annex A1). Part of the reason is 
that Philippine government spending on education as a share of GDP has been lagging 
behind that of comparator countries (see Annex A2). 

3. Better use of available education resources to achieve better quality and more cost-e�ective 
education. �is target can be achieved by:

a. Promoting healthy competition among public and private schools by enabling 
students to go to schools of their choice and leveling the playing �eld between public 
and private schools (currently unfavorable to private education)

b. Establishing policy providing education subsidies to students regardless of 
whether they go to public or private schools

c. Strengthening and expanding DepEd’s voucher programs providing �nancial 
assistance to students who choose to enroll in eligible private schools and increasing 
the value of the vouchers for target students to include more poor children and to 
reward academic excellence

d. Enabling the private education sector to play a more enhanced role in developing, 
piloting, and disseminating educational innovations to ensure that: (1) what 
children are learning in schools are responsive to market changes; and (2) 
teaching-learning methods and materials that address important issues facing 
public and private students and teachers are produced. [For example, some private 
school leaders have suggested that the law requiring compliance with standardized 
curricula governing public schools should be revisited and modi�ed to allow private 
and public schools in partnership with DepEd to develop and test non-standard 
curricula.

e. Establishing a policy framework, developing a long-term perspective plan, and 
laying out a strategic roadmap to guide the establishment of an e�cient and 
well-integrated education system that capitalizes on the strengths of the public and 
private education sectors (see Box 3 for details).  

f. Re-balancing of the allocation of the budget for education subsidies between 
public and private school students to minimize unfair marginalization of private 
schools that provide better quality and more cost-e�ective education than compara-
ble public schools 

g. Issuance of policy against promoting students to the next grade level without 
achieving minimum pro�ciency standards and eliminating unnecessary pressures 
on public school teachers to promote them to the next grade level.
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Box 5 . List of Proposals for the Next Administration’s 
Development Agenda for Education

h. Instituting more and better remediation programs for lagging students – teaching 
students at the right level

i. Increasing internet connectivity of schools and use of technology-based innova-
tions to cost-e�ectively improve education, skills formation, and labor productivity 
(see Annex B for speci�c ideas). Because internet connectivity at home is limited, 
priority should be given to supporting the development and adoption of innova-
tions that improve the quality of teacher-learning interaction. To this point, govern-
ment should consider lower cost interventions such as use of cell phones since they 
have almost universal penetration ratios. �is can be more e�ective in improving 
teacher-student interactions with or without face-to-face learning.      

4. Making public school and responsible education authorities more accountable for student 
learning through greater transparency of school performance, helping students/parents to 
recognize good/bad schools, and then encouraging them to speak out on the need for better 
schools.

5. Support the establishment of EdCom 2 to review the performance of the National Educa-
tion System, including public and private sectors, and how to improve it comprehensively and 
independently in light of the FIRe, Constitution’s provisions on education development, and 
lessons from local and international education experiences.  

6. For other measures, read PIDS discussion paper by Orbeta and Paqueo (forthcoming), 
Philippine Education: Situationer, Challenges and Ways Forward.
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growth must rise, and that organized labor must focus more on growing their 
productivity. Philippine data and international experience indicate that higher 
worker productivity growth leads to expansion of jobs and higher compensation, 
contrary to claims that workers share little, if any, of the gains from productivity 
improvements. In fact, compensation per worker in the Philippines has risen more 
or less proportionately with GDP per worker (a measure of worker productivity). 

Another key message is the need to be more circumspect on the use of legal 
mandates and regulations to compel employers to raise worker compensation and 
to protect labor against employers’ abuses and exploitation. 

There is no doubt that labor laws and regulations are helpful in protecting 
and promoting workers’ wellbeing. But over-reliance on those tools to protect 
the jobs of incumbent employees can make it costly and difficult for companies 
to employ, train, re-deploy, and terminate workers. On this point, as documented 
by a comparative study of labor markets discussed in Section 3, compared to its 
regional peers and other competitors, the Philippines labor markets are more 
burdensome and less able to efficiently adjust to changes in business conditions 
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opportunely. This situation put the Philippines at a disadvantage, especially in 
the light of the emerging FIRe and the rise of AI-driven automation and other 
disruptive technologies and innovations.    

Empirical analysis further indicates that reliance on labor market regulations 
has other serious limitations: it has had counter-productive effects in the 
Philippines.9 That is, they have been shown to have adverse impact on aggregate 
employment, average household income and prevalence of poverty. It is especially 
true for the women, young, inexperienced, and less educated. Those incidentally 
are people with low human capital. 

Another limitation to the over-reliance on laws and mandates to protect 
formal sector employment is that they make it more difficult to move people 
from low productivity informal sector work to high productivity formal sector 
employment.    

The paper, therefore, calls for a new strategy that combines: 

1. Tempering the use of traditional employment protection legislation 
(EPL) as a tool for raising workers’ wages and benefits, and protecting 
incumbent workers’ job tenure and its benefits;  

2. Promoting workers’ productivity and employability by updating their 
skills and acquiring new competencies; and

3. Strengthening unemployment insurance.

An example of EPL tempering is to allow small- and medium-scale enterprises 
to hire workers at a fraction of the established minimum wage during times when 
the unemployment rate rises above a certain level.  Another is to temporarily 
exempt newly established companies from employment regularization law for a 
few years to encourage entrepreneurs to test out innovative but risky ideas.    

As old jobs are being destroyed or re-configured and new jobs are being created 
with the unfolding of the FIRe, more frequent training for the dis-employed will 
be needed. On this point, there is need to build a network of good quality lifelong 
learning facilities and programs. The new Administration, organized labor, and 
employer associations should work together on helping workers transition from 
one job to another to minimize structural unemployment and job insecurity. 
Failure to address this issue now might later become an impediment preventing 
the labor market adaptations needed by the country to be able to take advantage 



Box 6 . Options for Improving Workers’ Skill Set and 
Ability to Get New or Better Jobs

1. Expansion of Enterprise-Based Training from about 3% to 15 % percent share of training outputs

2. Revision of Apprenticeship, Job Start Law, and other regulations relating to on-the-job and enterprise-based  
 training

3. Expansion of the use of vouchers to support enterprise-based training and improve access to lifelong    
 programs for skills upgrading and acquisition of new competencies.

4. Increase TESDA funds for enterprise-based training

5. Improving unemployment insurance by including: (i) adequate temporary �nancial assistance for training  
 during episodes of unemployment and (ii) getting agreement on a fair and realistic   
 sharing of insurance premium among workers, employers and government.

See discussion of above options in Section 3
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of the economic opportunities of the FIRe. See Box 6 for a list of options on ways 
to improve workers’ skill set and ability to move to new or better jobs.

The first item in Box 6 will align the Philippines with the practice of its regional 
and aspirational peers in regard the use of enterprise-based training. Such training 
ranks high in terms of effectiveness and relevance of competencies learned. 
Achieving this objective will require a combination of more government funding 
of enterprise-based training and reform of policies and laws that make training 
costly, complicated, and restrictive (for example, Job Start and Apprenticeship 
Laws and related regulations).

The paper concludes with the following thought: One of the findings reported 
in Section 2 is the observed strong positive correlation between physical capital 
per worker and compensation per worker. One way of looking at this statistical 
relationship is that a good investment environment is beneficial not only to 
capitalists but also to labor. This thought should encourage organized workers, 
employers and government to sit down together and look for a package of 
measures whose impact taken together will be beneficial to all stakeholders. 

Several possible measures are listed here to illustrate and start the process 
of give and take among government, workers, and employers. This list is not 
exhaustive. Its purpose is to not limit the options to the list; rather, it is to begin 
to stimulate more sharing and development of ideas on ways to configure a social 
contract that can result in a win-win-win for the three stakeholders.  



Box 7 . A Social Contract for the Modernization of the 
Labor Code of the Philippines

1. Establish a “Social Contract To Reform Labor Laws, Regulations and Policies to Promote Gainful Jobs and Protect  
 Workers’ Income” to be agreed upon by labor, employers and government
   
2. Establish a systematic review of the Labor Code of the Philippines (LCP) by a Commission for the Modernization  
 of the LCP

3. �e task of the Commission would be to analyze and recommend revisions of the LCP to enable both workers and  
 employers to e�ciently adjust to technological and market changes and equitably gain from economic  
 opportunities created by the FIRe as well as the job disruptions arising from it.

4. For credibility, the Commission should be composed of respected and independent-minded persons who have   
 expertise in labor laws, labor economics, business management, labor relations and politics

5.�e Commission’s report would be used to formulate mentioned Social Contract
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Annex A1.  Public and Private Education Spending (% of GDP): 
Philippines vs Aspirational Peers

Public and Private Education Expenditures
Annex A

Country Year

2017PPP$ Education 
Spending 

Total
(% GDP) 

GDP per
Capita 

Per Capita Education Spending

Private Public Total

Singapore  2013  85,733  940  3,347  4,287  5.0  
South Korea  2016  39,815  1,209  1,306  2,515  6.3  
Malaysia  2009  19,443  219  809  1,028  5.3  
Thailand  2013  15,767  122  826  948  6.0  
Indonesia  2012  9,080  189  293  482  5.3  
Philippines  2015  7,300  201  129  330  4.5  

Source: Paqueo, Orbeta and King (2019); Author’s calculations for the Philippines 
for years 2013, 2014, 2017, and 2018 using BESF, DBM       

Annex A2.  Government Education Expenditures as Percentage of GDP: 
Philippines vs International Comparators

Vietnam  5.7 2013 
South Korea  5.3 2015 
Malaysia  4.7 2017 
Thailand  4.1 2013 
Indonesia  3.6 2015 
Lower Middle Income  4.6 2014 
Middle Income  4.6 2014 
East Asia & Pacific (excluding High Income)  3.7 2013 
Philippines  2.6 

2.8 
2.6 
2.9 
3.5 
3.3 

2009 
2013 
2014 
2015 
2017 
2018 

Country/Region/Income Group Government Education Expenditures
(% GDP)

Year
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Box 1 . Ten Technology Developments for Education, Learning and Productivity

Technology for Productivity Benefits and Outlook for 
Philippine Learners and Labor

MOOCs 
Rapid skills development is now possible through 
Massive Open Online Courses (MOOCs) from the major 
global providers such as Coursera or EdX

• Philippine talent can be rapidly scaled-up, at low-cost
• Philippine talent can take advantage of open and leading 
     edge knowledge by studying online
• Coursera a leading MOOC platform with over 200 leading 
     companies and universities to o�er online learning and 
     92 million learners, 100+ Fortune 500 companies, and 
     more than 6,000 campuses, businesses, and governments 
     to access world-class learning—anytime, anywhere.
• Ed-X, Udacity, Udemy, Future-Learn are major online 
     course suppliers – together provide over 150,000 courses

Micro-credentials 
�e rapid change in technology requires new skills for the 
labor force. Micro-credentials represent the new skills which 
are less than a typical college degree, but which are types 
that the employers need. For example, speci�c skills in web 
design, machine learning, or arti�cial intelligence, can be 
acquired from online courses now available through the 
internet.Research shows that the top skills needed for
entry-level jobs of the future are more accessible than 
commonly thought. �ese digital economy skills are 
attainable with hours, not years, of online learning. For 
example, pathways to become a data analyst in 64 hours 
will jump start the path of a career in data science 

• Leverage knowledge from major sources and leading 
     universities worldwide
• Today, about 1.1 million Filipino learners already using 
     Coursera
• New learning online will make Filipino talent globally 
     competitive
• Enabling regulations such as recognition of MOOCs 
     as  academic credential will encourage mass use in 
     the Philippines. �is is done today in Malaysia, India 
     and Indonesia and in EU countries

Technology in Education to Support Employment and Labor Productivity
Annex B

The Covid-19 pandemic has changed the landscape in education when the world shifted to online learning 
with the use of education technology. Massive use of online learning especially in the tertiary education sector 
during the pandemic has allowed teaching and learning to be conducted online using the internet. And even in 
the post-pandemic era, it is likely that the world of education will transition into a new normal including blended 
learning (partly in-person and partly online).

But even prior to the pandemic, the world of education already began the shift to new modes of learning 
through the internet, with the proliferation of massive open online courses (MOOCs), and the use of online 
courses to either supplement the current teaching and learning, but also to use such asynchronous courses to 
be recognized as credit in universities, and colleges as now proven to work in Indonesia, Malaysia, and India. In 
Malaysia for example, students can take online courses and get credited up to 30% of the students graduating 
credit. This increases the portability and access to more learning resources, and thus, improvement in 
knowledge and skills than previous generations.

The new technology in education can provide many of the tools for the Philippines to move-up in many areas 
of learning, skilling, and re-skilling of the labor force. Some of the important technologies and key features are 
described in Box 1 below, along with insights on how these can be applied in the current and future 
context—both for students while in school and for workers as tools for life-long learning.

10

• �ere are 1,800 micro-credentials in speci�c �elds 
now currently available at reasonable cost 
for Philippine talent
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Technology for Productivity Benefits and Outlook for 
Philippine Learners and Labor

• Building advanced skills and industry-valued 
micro-credentials.  In a non-traditional higher education 
o�ering, Udacity, a platform based in the Silicon Valley, 
responded to the market demand for specialized high-
demand and industry-value skills in IT and 4IR technologies. 
Udacity courses are co-designed with more than 200 of the 
largest tech companies mainly from the Silicon Valley and 
the US, such as Google and AT&T. Main course o�erings 
are in data science and arti�cial intelligence, programming, 
self-driving cars and autonomous systems, digital 
marketing, robotics, and others.  

• Building towards recognition of micro-credentials. In 
most countries, courses are typically not given credit units 
by tertiary education institutions that did not develop them 
on their own but integrated them into their own curricula
to bridge curriculum gaps or to heighten the employability 
of their graduates. �e credit given remains that of the 
university course. India, Indonesia, and Malaysia are 
among the �rst movers in the world, implementing reforms 
in their regulatory systems to integrate online courses and 
MOOCs into their overall academic curriculums. In 
Europe, there are e�orts to standardize the online 
courses for award of academic credit units.

Scale-up FIRe Technologies
�e 4th Industrial Revolution (FIRe) technologies using 
arti�cial intelligence, machine learning, blockchain, internet 
of things, augmented reality and virtual reality, additive 
manufacturing, cloud computing, cybersecurity, robotics, 
new materials, are key technologies that need to be promoted 
in universities/colleges in the country.
• O�ering FIRe courses in colleges and universities
• Use MOOCs and online learning to rapidly access 

knowledge of the FIRe technologies 

�e Metaverse
�e advent of the augmented reality (AR), virtual reality 
(VR) and mixed reality (MR) has now reached a new stage
for e�ective use in learning and in training of workers.
�e use cases for AR/VR/MR include:
• Training. In its trials, the VR training for Walmart's retail 

employees was shown to reduce training time from 8 hours 
to 15 minutes without sacri�cing e�ectiveness. Verizon, a 
mobile company, implemented virtual reality training for 
call center representatives to de-escalate irate customer calls.

• In health care, a study to determine the value of VR in 
educating hospital frontline sta�. Using VR rather than 
traditional training results in signi�cant improvements, 
with VR participants found to have an adequate
 understanding of infection control measures.

• More and more architects are designing spaces in virtual 
worlds. It may be possible to redesign a space which is 
currently a slum with the help of architects and gamers 
collaborating in a metaverse

• Over the coming decade, newly created jobs will be in 
wholly new occupations, or existing occupations 
undergoing signi�cant transformations in terms of 
their content and skills requirements

• �ere is a need to recognize the micro-credentials 
awarded by local and global online learning platforms 
within the Philippines Quali�cations Framework 
and provide a mechanism for the grant of creditable 
units to these micro-credentials in the Philippines 
Credit Transfer System. Recognize these 
micro-credentials under the continuing professional 
development program by awarding Professional 
Regulatory Commission accreditation as appropriate

 

• PricewaterhouseCoopers (PWC) estimates that 
extended reality (XR) will boost the global economy by 
USD 1.5 trillion by 2030, primarily through increased 
productivity due to new and improved 
ways of working and learning.

• �e Metaverse will represent spaces of engagement, 
connection, sharing, and collaboration. Virtual reality 
spaces will represent a substantial economic opportunity
 for jobs, real estate, businesses, education,
 healthcare, and relationships.

• Upskilling Philippines labor to the metaverse will 
improve competitiveness in the world market 
especially outsourced jobs.

• �e Philippines is one of the world’s sources of outsourced 
online work. To be competitive, the new FIRe 
technologies should be o�ered both in colleges 
and in online platforms.

• A study by the ILO (2016) concluded that 49% of the 
jobs in the Philippines can be automated. An AIM study 
in 2019 indicates that overall jobs in the Philippines 
ere found to have a 67% probability of being automated.

• �ese imply that the market for re-skilling, upskilling 
and lifelong learning, globally and locally, will
become very huge and the training and education 
system need to prepare sooner than later.  
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Technology for Productivity Benefits and Outlook for 
Philippine Learners and Labor

IT-BPM SKOOL (Skills & Knowledge Optimization
through Online Learning)
�e IT and Business Process Association of the Philippines 
(IBPAP) created its own online learning platform called
 IT-BPM SKOOL to propel digital upskilling and reskilling 
for the industry by providing access to industry-relevant 
courses and industry-recognized certi�cation. An important 
feature is that it o�ers training in 10 jobs that were identi�ed 
as having the greatest number of job openings, have had 
steady growth over the past four years, and require skills 
that can be learned online. �ese 10 jobs, which all require
digital skills in varying degrees, are:
 
1. So�ware Developer 
2. IT Administrator 
3. Data Analyst 
4. Sales Representative 
5. Project Manager 
6. Customer Service Specialist 
7. Digital Marketer 
8. IT Support/Helpdesk 
9. Financial Analyst 
10. Graphic Designer 

Future o�erings would need to include FIRe technologies to 
provide higher value-added business process services that 
would enable the Filipino talent to be competitive 
in the outsourcing market.

TESDA Online Program: Technical Education for 
Global Competitiveness and Work Readiness
�e Technical Education and Skills Development Authority, 
through its TESDA Online Program (TOP) provides online 
learning courses for TVET students to build skills in 
hospitality, electrical and electronic, IT, entrepreneurship, 
agriculture processing, human health, and health care, 
maritime, social and community development, automotive. 
�eir programs bene�t from their collaboration with the 
private sector which includes educational technology 
providers (Intel, Microso�, Google, Udacity, and Udemy), 
mobile operators (Smart) and Coca-Cola, Inc. Among 
these training programs are a number 
involving digital skills, namely:

• 2D & 3D animation*
• Visual Graphic Design
• Game Art Development
• Web Development (using HTML5 and CSS3) *
• Game Programming
• Programming (.Net Technology)
• Programming (Java)
• Programming (Oracle Database)
• Medical Transcription
• Medical Coding and Claims Processing
• Microso� Online Courses (Game Development, So�ware 
• Development Fundamentals C# Fundamentals for Beginners)** 

�ose with asterisks are also o�ered online. 

• �e World Economic Forum forecasts that over the 
coming decade, a non-negligible share of newly created 
jobs will be in wholly new occupations, or existing 
occupations undergoing signi�cant transformations in 
terms of their content and skills requirements.

• �e IT and BPO sector in the Philippines will be hit 
hard by the rise of automation, especially machine 
learning and arti�cial intelligence which will replace 
contact centers in a major way. 

• All the above mean that the market for re-skilling, 
upskilling and lifelong learning, globally and locally, 
will become very huge quickly. �e reskilling of BPO 
sector employees to higher value skills is imperative.

 

• An independent evaluation of the programs showed 
high completion rates with 92 percent and 95 percent of 
users report that the TOP courses helped them improve 
skills and secure jobs. �e study also found high pass 
rates among students who took the certi�cation tests
 held at TESDA’s assessment centers.    

• TESDA Online would need to be supported and 
expanded to cover new technologies especially 
FIRe technologies. 
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Technology for Productivity Benefits and Outlook for 
Philippine Learners and Labor

Powering Career Pathways and Skills Gap Analysis with 
Big Data Using Data Science and Arti�cial Intelligence
One of the challenges that industries face today is �nding the 
right person for the job. So far, the solutions that are 
available still involves reviewing stacks of resumes and 
interviewing a line-up of potential candidates. Career 
guidance and pro�ling platforms like JobKred from 
Singapore, provide AI-enabled solutions to identify skills 
gaps and match candidates’ skills to employer needs. �is 
uses big data analytics. JobKred’s platform provides real-time 
big data from jobsites and predictive guidance on the 
candidate’s skills gaps in relation to skills demand of the job 
market using data mining from job boards, social media, 
resumes, government statistics. �e skills assessment provides 
actionable data and recommends online learning courses to 
build job-relevant skills. Several Singapore universities and 
government programs have successfully applied this program, 
e.g., Nanyang Technical University, National University of 
Singapore, and Singapore Management University and 
government programs like Workforce Singapore, 
and in several countries in Asia.

Digital Credentials for Transitions from School to Work
�e new systems using digital learning passports like the 
Europass in the European Union is a pathway that will help 
students to transition to the world of work. �ese digitized 
record of individual credentials from school including 
micro-credentials will be a mechanism that would be 
trusted by employers and the government as it embeds 
veri�ed attestation of one’s learning credentials, and which 
are veri�ed by accredited and veri�ed issuers of credentials. 
�e example of this learning passport -- the Europass 
Digital Credential -- documents a person’s credentials such 
as classes attended, projects completed, skills developed, 
professional titles, and quali�cations in a digital �le.  �ese 
are issued by an educational institution where the learning 
took place. �e Europass is signed with an e-Seal signifying 
a legal presumption of authenticity across Europe. It enables 
instant and automatic veri�cation by the recipient of the 
information encoded into it. It can decrease incidences 
of credential-fraud. �is system will enable a smooth
and transparent system for students to 
transition to the world of work.

Signi�cantly, such a system is now being used in some 
institutions and in some countries such as Indonesia, 
through its Indonesia Cyber Education Institute (ICE) 
where online courses are obtained and become 
credited and registered on a blockchain.

• Student career guidance will become more important 
with the proliferation of new types of jobs and new 
types of skills of the future.

• �us, a new modernized system for career guidance 
for students would be an essential platform to 
empower them with granular knowledge of their  
kills gaps vis a vis their targeted jobs. 

 

• �e new learning passport which is digitized into a 
learning wallet can modernize the transition of students 
from school to work. With this system, more 
opportunities for expanding the scope of job search 
and job placement will allow for 
better employment options.

• Examples from other countries like Europe and 
Indonesia can inform the future designs 
in the Philippines.
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