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The COVID-19 pandemic and the implementation 
of strict mobility restrictions that led to massive 
business closures have had severe effects on 
the informal labor. Informal labor is defined 
internationally as those working in informal or formal 
enterprises or private households whose activities 
are not covered or insufficiently covered by labor 
regulations and social protection (International 
Labour Organization [ILO] 2003). Therefore, 
informally employed workers suffer from poor and 
unsafe working conditions, low wages, and the lack 
of social protection, collective representation, and 
access to skills development training, technology, and 
financial services.

With the Philippines undergoing a deep 
economic recession, informal workers are exposed 
to even higher poverty risk. The contraction of the 
country’s economy by 9.6% in 2020 (Philippine 
Statistics Authority [PSA] 2021) has sharply reduced 
both employment and work hours. The number 
of employed was, on average, 4.57 million less 
for the first two quarters of 2020 compared to the 
same period in 2019. Apart from acute job losses, 
there was a huge drop in working hours for those 
still at work. The year-over-year (YoY) decline in 
the average number of full-time workers was 12.24 
million for the first two quarters of 2020 (from 
28.76 million in 2019 to 16.52 million in 2020), of 

 ¹  Professor, School of Labor and Industrial Relations, University of the Philippines Diliman

which nine million were in informal employment. 
Those who reported themselves to be with a job but 
not at work showed a YoY increase of 6.76 million 
in the first two quarters of 2020 (from 0.38 million in 
2019 to 7.14 million in 2020), of which 5.21 million 
were informally employed. Under the principle of “no 
work–no pay,” workers lost their wages or incomes 
on unworked days during the pandemic.

This policy brief stresses the urgency of addressing 
the widespread and persistent informality of the Filipino 
workforce—a situation that weakens the generation 
and mobilization of fiscal resources and dampens the 
development of human capital (World Bank 2019; 
Ohnsorge, Okawa and Yu 2021). Reversing this trend 
is imperative for the country's economic recovery and 
attainment of a sustainable and inclusive development.  

This policy brief starts with an overview of 
the magnitude and characteristics of informally 
employed workers in the Philippines, followed by a 
discussion of policy options to transition informal 
workers to formality.

(1) Magnitude and characteristics of informal 
employment. Estimates have shown that 
informal employment has remained largely 
stable over time with about four out of five 
workers who are informally employed (Box 
1). The risk to informality is not homogenous 
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throughout types of workers and is highest 
(at informality rates of more than 90%) 
among: (a) family workers in own family 
farm or business; (b) self-employed workers 
without any paid employee; (c) employers 
in own family farm or business; (d) workers 
in private households; (e) agricultural, 
forestry, and fishery workers; (f) workers 
in elementary occupations; (g) workers who 
are paid in kind, per piece, or pakyaw; and, 
(h) short-term, seasonal, or casual workers, 
and workers with no fixed employer. 

In 2019, informality rates of at least 85% 

were found in the following low-productivity 

industries: agriculture, domestic services, construction, 

transportation, and wholesale and retail trade. 

Informal employment was relatively more prevalent 

among males and rural residents and was more 

pervasive in agricultural and poorer regions. 

BOX 1. Snapshot of Filipino informal labor

Using the 2008 Informal Sector Survey, Cabegin (2018) estimated that more than 
83% of Filipino workers were informally employed, operationally defined as those 
whose employment is not covered by a written contract or social security or is 
engaged in unregistered activities or businesses. Informality varied by workers’ 
occupational characteristics. Virtually all workers in agriculture, fishery, and forestry 
and private households, as well as own-account workers (such as self-employed 
workers and contributing family workers in family-owned farm or business), were 
informally employed (figure 1). 

Other types of workers with the highest rates of informality include those in 
elementary occupations (94%), paid in kind, pakyaw, or per-piece arrangements 
(94%), those involved in seasonal or short-term work, or those with no fixed 
employer (91%). Indirect estimates of informal employment, using data on worker 
characteristics in quarterly Labor Force Surveys, showed a pervasive and largely 
stable rate of informality of 82–83% between 2010 and 2020 (figure 2).    

FIGURE 1. Percent informally employed by worker characteristics 2008 Informal Sector 
Survey
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FIGURE 2. Percent informally employed using ILO definition and estimated 
from worker characteristics

Sources: 2008 Informal Sector Survey and Labor Force Surveys (several quarters, 
2008; 2010; 2015;2019;2020), PSA; author’s calculations

The highest informality rates of 90% or more were in the industries of agriculture, 
domestic service, construction, and transport and storage (figure 3). More than 
65% of workers were informally employed in wholesale and retail trade, arts and 
recreation, mining and quarrying, accommodation, food, and real estate services, 
and manufacturing. Meanwhile, the lowest rates of informality were in the 
industries of health and social work, education, and tradable business services 
(e.g., administrative and support service activities, financial intermediation, and 
information and communication services). 

Informality is associated with underemployment, with informal workers almost thrice 
more likely than formal workers to be underemployed (i.e., workers who want to 
work additional hours, such as part-time workers who want a full-time job but could 
not find one). In 2019, the underemployment rate was 15.8% for informal workers 
and 5.6% for formal workers. Industries with the highest rates of informality also 
exhibited the lowest percentage of full-time workers, which was worsened by the 
pandemic (figure 4). A further reduction in work hours because of the pandemic 
can also be financially catastrophic for informally employed workers who already 
suffered from low wages and income inadequacy during normal periods, pushing 
their households deeper into poverty. 

FIGURE 3. Percent informally employed by industry, 2008, 2019, and 2020

Sources: Labor Force Surveys (several quarters), PSA (2008; 2019; 2020); author’s 
calculations
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FIGURE 4. Percent informally employed and in full-time work by industry, 2019 
and 2020

Sources: Labor Force Surveys (several quarters), PSA (2019; 2020); author’s 
calculations

The percent of agriculture workers working full time (i.e., at least 40 hours a 
week), which was only 36% before the pandemic, dropped to 27% in the first two 
quarters of 2020. Other industries with pervasive informality that experienced a huge 
reduction in working hours because of pandemic include tourism-related industries. 
The percentage of those working full time dropped from 77% in 2019 to 32% in the 
first half of 2020 in the accommodation and food industry, from 76% to 34% in the 
transport industry, and from 62% to 20% in the arts and entertainment industry. 
The construction and manufacturing industries were also hit hard by restrictions on 
people’s movements and disruptions in economic activity, with sharp declines in the 
percent of those working full time: from 80% to 50% for the construction industry and 
from 78% to 47% for the manufacturing industry.  

Male workers have higher rates of informality than female workers (85% for 
the former and 77% for the latter). Most informally employed men were in low-
productivity industries, such as agriculture (34%), construction (17%), transport (14%), 
and retail trade (12%). Meanwhile, there is a concentration of informally employed 
women in retail trade (37%), agriculture (17%) and domestic services (15%).    

FIGURE 5. Percent informally employed by sex and place of residence, 2019                   
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Sources: Labor Force Surveys (several quarters), PSA (2019); author’s calculations

Informality is more pervasive in rural areas, which is dominated by agriculture, 
than in urban areas (Figure 5). Close to nine of ten rural workers were informally 
employed, compared with seven of ten urban workers. Rural workers are 
disproportionately represented in agriculture while there is a larger concentration 
of urban workers in retail trade, transportation, and domestic services. Informality 
varied throughout regions and is higher in regions with lower per capita income 
and higher concentration in agriculture (Figures 8 and 9). On one hand, virtually 
all workers (94%) were informally employed in the Autonomous Region of Muslim 
Mindanao (ARMM), the poorest region (with per capita gross regional domestic 
product [GRDP] that was only 30% of the national per capita gross domestic 
product [GDP] in 2019) and with close to six of ten workers engaged in agriculture. 
On the other hand, the National Capital Region (NCR), the richest region with per 
capita GRDP that was more than twice that of the national per capita GDP, as well 
as with the least employment share in agriculture and the highest share in tradable 
business services, has the lowest informality rate at 62%.

FIGURE 8. Percent informally employed                                       

FIGURE 6. Percent industry 
distribution of male informal 
workers, 2019                              

FIGURE 7. Percent industry 
distribution of female informal 
workers, 2019
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(2) Transitioning policies to formality. The 
following are some policy options to 
facilitate the transition to formality and 
decent work of informal workers whose 
rights at work are largely unprotected 
under existing labor legislation and social 
protection.

(a) Provide an enabling legal framework 
recognizing workers in the informal 
economy and transitioning them to 
decent work. The widespread informality 
of the Filipino workforce highlights 
the need to prioritize the enactment 
into law of the Magna Carta for 
Workers in the Informal Economy 
(MACWIE), which would entitle 
informal workers to some rights 
granted by the Philippine Labor Code 
only to regular employees.² These 
rights include: (a) social protection; (b) 
freedom of association, social dialogue, 
and collective negotiation; (c) security 

of and in the workplace; (d) just and 
humane conditions of work; and, (e) 
occupational safety and health.

(b) Develop a complete and timely data 
and information base on the informal 
economy. Timely and reliable data and 
statistics on the informal economy 
(e.g., demographics, labor market, and 
economic characteristics of informal 
workers and enterprises) are fundamental 
to designing effective policies and targeted 
programs and strategies. 

There is a need to add to existing 
regular household surveys (i.e., Labor 
Force Survey, Family Income and 
Expenditure Survey, and Annual 
Poverty Indicators Survey) questions 
aimed at identifying informality in 
labor and enterprises (e.g., whether 
wage employment is covered by a 
written contract or social security; and 

FIGURE 9. Percent informally employed and percent employed in agriculture 
by region, 2019

Sources: Labor Force Surveys (several quarters), PSA (2019); author’s calculations

 ² Article 295 of the Labor Code of the Philippines defines "regular employees" as those who are: (a) engaged to perform activities which are 
“usually necessary or desirable” in the usual business or trade of the employer; or (b) those who were engaged to render work for at least 
one year, regardless of employment continuity. 
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registration status of businesses for 
nonsalaried workers).

Develop a compendium of 
indicators and statistics to effectively 
monitor and evaluate the progress 
of transitioning informal workers to 
formality. Harmonize and integrate 
database systems on the informal 
economy and promote information 
sharing throughout local government 
units and relevant national agencies³. 

(c) Recognize the right of informal 
workers to collectively bargain. 
Although the Philippine Constitution 
grants all workers the right to “self-
organization, collective bargaining and 
negotiations, and peaceful concerted 
activities, including the right to strike 
in accordance with law” (Article XIII, 
Section 3, paragraph 2, 1987 Philippine 
Constitution), Philippine labor law 
limits collective bargaining to labor 
unions whose members are employees 
(Article 253 of the Labor Code of the 
Philippines, as amended). Workers who 
do not have a definite employer or 
whose employment does not involve an 
employee–employer relationship, such 
as self-employed workers, are allowed 
to “form a labor organization for their 
mutual aid and protection” but not for 
the purpose of collective bargaining. 

The proposed MACWIE must 
provide the legal framework that 
guarantees the right of informal 
workers to organize a new trade 
union or affiliate with existing trade 
unions and confederations, as well as 
collectively bargain with authorities 
(e.g., national government agencies, 
local government units [LGUs]) that 
wield significant influence over their 
livelihood, work conditions, business 

environment, social and income 
security, and productivity. 

(d) Provide universal social security 
coverage for all workers. The high 
incidence of informal employment in 
the Philippines engendered a wide gap 
in social security coverage, particularly 
since this is largely limited to regular 
employment. The percent covered 
by statutory social security schemes 
(e.g., Social Security System [SSS], 
Government Service Insurance System 
[GSIS]) in 2018 estimated from PSA 
(2019) was only 58% for workers in 
government and private establishments, 
11% for self-employed workers, and 
1% for domestic workers.

A wider range of contributory and 
noncontributory (general revenue–
financed) schemes can be applied for 
different types of workers to broaden 
the eligibility criteria for membership 
and make social security contributions 
more affordable for all workers. 
Contribution schemes can be made 
more equitable between self-employed 
workers who are currently fully self-
funded and regular employees who 
coshare with their employers the 
burden of monthly social security 
contribution (i.e., the employer 
pays 65% of the monthly social 
security contribution on behalf of the 
employee).  An example of the use of 
both contributory and noncontributory 
schemes is that of the National 
Health Insurance Program, which 
has two types of members: (a) direct 
contributors or those who have the 
capacity to pay (i.e., regular employees, 
self-earning professional and technical 
workers, and domestic workers); and 
(b) indirect contributors (i.e., the rest 
of the population whose premium 

 ³ For example, the Department of Trade and Industry (DTI), Department of Finance (DOF), Department of Labor and Employment (DOLE), 
Department of Social Welfare and Development (DSWD), Department of Agriculture (DA), Department of Interior and Local Government 
(DILG), Department of Education (DepEd), and Technical Education and Skills Development Authority (TESDA).
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contribution are either fully or partially 
subsidized from general taxation) 
(Department of Health 2019). For 
self-employed workers, membership to 
the national statutory social security 
system can be made mandatory, with 
employer contribution covered by a 
public subsidy. This will ensure broad-
based participation of self-employed 
workers and prevent adverse selection 
that threatens the financial viability of 
voluntary schemes. 

Advancement in technology 
has engendered diverse forms of 
nonstandard employment, such as the 
rising incidence of the gig economy or 
platform-mediated workers who are 
categorized as independent contractors 
rather than employees, eroding the 
progress toward making social security 
coverage more universal. Examples 
of digital platform workers include 
e-hailing drivers of various transport 
network companies (TNCs) (e.g., 
Grab, HYPE, Micab, U-Hop, OWTO) 
and food delivery drivers of GrabFood 
and foodpanda. The COVID-19 
pandemic, which accelerated digital 
transformation, will likely spur an 
upsurge of workers on digital labor 
platforms.  

There is a need to examine whether 
there has been a misclassification of 
gig economy workers as independent 
contractors who are treated as self-
employed workers bereft of entitlements 
accorded by Philippine labor law to 
regular employees, such as social 
security benefits (e.g., retirement, 
death, disability, funeral, sickness, 
and maternity), payment of at least the 
legislated  minimum wage and wage-
related benefits (e.g., overtime, night 
differential, rest day, and holiday and 
13th month pay), security of tenure, 
and the right to self-organization and 
collective bargaining.  

(e) Improve informal workers’ access to 
quality education and skills training. 
Access to formal and nonformal skills 
training and education is critical to 
improve employability and increase labor 
productivity, as well as for micro- and 
small entrepreneurs to successfully sustain 
and grow their businesses. Investing in 
human capital and upgrading the soft/
socioemotional skills/noncognitive and 
hard/technical/cognitive skills of informal 
workers can develop their economic 
potential; facilitate absorption in higher 
productivity jobs; increase entrepreneurial 
innovation and creativity, and economic 
competitiveness; and equalize the 
opportunity to participate in economic 
development.  

Increase investment in both general 
education and technical and vocational 
education and training (TVET), strengthen 
on-the-job training and apprenticeship 
programs, and increase financing for the 
acquisition and upgrading of informal 
workers’ skills to match the demand 
for higher skills. In regions with high 
informality, there is a need to establish 
specialized training centers and technical 
and vocational institutes that provide 
affordable and contextually relevant 
education and training to support 
regional industrialization and agricultural 
modernization policies and programs. 

(f ) Strengthen the provision of inclusive 
business advisory and facilitation 
services for increased productivity and 
sustainable businesses, particularly for 
microenterprises, which accounted 
for 89% of the 1,000,506 business 
establishments in 2019, as mentioned 
by PSA’s 2019 Annual Survey of 
Philippine Business and Industry 
(MSMED Council, DTI 2020, 3). There 
is a need to expedite the establishment 
of Negosyo Centers in all the 187 
cities and 1,489 municipalities as 
mandated under Republic Act (R.A.) 
No. 10644, or the Go Negosyo Act of 
2014. The Act offers the full services of 
business advisory, product development, 
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entrepreneurship education, business 
registration facilitation, access to financial 
service providers, establishing linkages 
with suppliers, and the promotion of 
products and services in the regional, 
national, and international markets. Of 
the 1,165 Negosyo Centers established 
nationwide as of June 2021, only 
11.46% were operating in full-services 
capacity (DTI 2021).

(g) Simplify and lower the compliance costs 
of business and tax regulations for 
micro- and small enterprises (including 
combating corruption) while increasing 
the benefits of formalization. Although the 
Philippines has improved its ranking in 
the World Bank’s Ease of Doing Business 
from 134th place in 2018 to 95th place 
out of 190 economies in 2019, it remains 
among the lowest in Southeast Asia, with 
Singapore ranking 2nd, Malaysia 23rd, 
Thailand 46th, Brunei Darussalam 72nd, 
Vietnam 82nd, and Indonesia 91st (World 
Bank 2020a). The Philippines performed 
worst in starting a business (171st place) 
and enforcing contracts (152nd place).

The full process of starting and 
formally operating an enterprise in the 
Philippines takes 33 days, involving 
13 procedures and costing more than 
23% of income per capita (World Bank 
2020b). By comparison, the procedure 
for starting a business in Vietnam, which 
is at a similar stage of development as 
the Philippines, takes 16 days, involving 
8 procedures and costing 5.6% of 
income per capita (World Bank 2020c). 
There is a need to accelerate the 
digitization of regulatory approaches to 
streamline administrative and regulatory 
procedures and encourage the creation, 
success, and growth of entrepreneurial 
activities. This can be supplemented by 
increasing the informal economy’s access 
to digital learning and digital technology 
(e.g., affordable access to internet services 
and digital devices, such as smartphones 
and computers).   

In terms of enforcing contracts, the 
time required to resolve a commercial 
dispute since the filing of a case until 
enforcement of a judgment is 962 
days in the Philippines compared with 
120 days in Singapore (World Bank 
2020b, 2020d). In 2017, the World 
Economic Forum Executive Opinion 
Survey identified corruption in the 
top three most problematic factors 
for doing business in the Philippines 
(World Economic Forum, 2017). 
The Philippines is among the lowest 
in the 2020 Corruption Perception 
Index in the ASEAN, with a score 
of 34 (with 100 being the highest 
score). By comparison, the scores 
are 85 for Singapore, 60 for Brunei 
Darussalam, 51 for Malaysia, 37 for 
Indonesia, and 36 for both Vietnam 
and Thailand. Corruption can occur 
at the private sector and at different 
levels of government. The 2020 
Global Corruption Barometer (GCB) 
— Asia Survey reported that 1 in 5 
persons in the Philippines has paid a 
bribe for public services in the past 12 
months (Transparency International 
2020). Among the informally employed 
workers, some street vendors, for 
example, resorted to bribes to gain 
access over a public space and earn 
a living (Almendral 2014; Milgram 
2011), reinforcing the need for a legal 
framework that guarantees informal 
workers of the right to security of and in 
the workplace, alongside more effective 
strategies to curb corruption. 

(h) Organize massive information campaigns 
at the local and barangay levels to inform 
and promote, particularly for micro- and 
small enterprises, the least cost compliance 
to business registration and other regulations 
and the benefits of formality, including 
greater access to manpower education and 
skills training, markets, credit and finance, 
entrepreneurship mentoring, and other 
business development support services. Lack 



10 T H E  I N F O R M A L  L A B O R  C A R R I E S  T H E  BR U N T  O F  A  C O V I D - 1 9 –I N D U C E D  E C O N O M I C  R E C E S S I O N

of awareness poses a threat to a successful 
implementation of transition policies and 
programs to formality.

Conclusion

The COVID-19 pandemic and the resulting 
economic and job crisis have exposed the serious 
decent work deficits faced by informally employed 
workers, who comprise more than 80% of the Filipino 
workforce, intensifying the need for stronger policies 
to transition them to formality. Of utmost importance 
is the enactment of the MACWIE, which will provide 
the legal framework guaranteeing informal workers the 
right to work and earn a living, the right to a just and 
favorable work conditions including the provision of 
social security, and the right to collective representation 
and voice. Addressing informality is crucial to a speedier 
transformative recovery from the COVID-19 crisis and 
toward an inclusive and sustainable development.  
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