
In the past three decades, austerity-driven administrative reforms have changed the Philippine 
public administration in ways that significantly affected, among others, public sector employment. 
It particularly gave rise to precarious work in government, with non-regular workers being 
employed under contracts of service (COS), job orders (JO), and third-party agencies. These 
workers carry out regular, permanent jobs without guaranteed security of tenure and social 
protection. Little is known about how public policy shaped and perpetuated precarious work. 
Hence, this paper attempts to address such gap by providing a review of Philippine civil service, 
procurement, budgeting and taxation laws. The paper reveals that some provisions in these 
policies normalize precarious work in government, alienate COS, JO, and agency-hired workers 
from their regular counterparts and commodify their work and services. It argues that proposed 
policy responses aiming to widen social protection coverage among COS and JO workers through 
subcontracting may not be able to address the problem of precarious work. The paper offers 
prospects for change towards attaining decent work and security of tenure in the public sector.
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Public sector workers are the lifeblood of public 
service, the cogs and gears that drive public 
administration as it enables the attainment of 
national development goals and broader social 
transformation in communities. In view of this 
principle, work in the public sector is expected to 
be decent and secure. However, in the last thirty 
years, austerity-driven administrative reforms 
backed by a neoliberal regime have changed 
the Philippine public administration in ways that 
significantly affected, among others, public 
sector employment. One of the consequences is 
the increase in the number of non-regular workers, 
particularly those employed under contracts of 
service (COS), job orders (JO) and third-party 
agencies.  1Making up more than 669,347 out of 
around 1.7 million workers in government (CSC, 
2019a; CSC, 2019b), the COS and JO workers, 
together with an undocumented number of 
agency-hired workers, are known for filling in 
permanent job needs of government agencies 
without the benefit of security of tenure and 
social protection. Despite the prevalence of the 
problem, little is known about how public policy 
shaped and perpetuated precarious work in the 
Philippine government. This paper is a cursory 
attempt to analyze civil service, procurement, 
budgeting, and taxation laws related to public 
sector employment and contracting out. It 
identifies precarious work gaps and policy 
responses that bring about emerging risks to non-
regular workers in government. The paper then 
concludes with prospects for change towards 

1 The COS and JO workers in this paper refer to those 
employed under individual contracts of service (COS) and job 
orders. COS is supposedly a one-year contract entered into 
between a contracting government agency and an individual 
for conduct of either support services (e.g., janitorial, security) 
or consultancy services (e.g., technical, professional). Job order 
is also a form of work contract for a maximum of six months, 
entered into by those who are expected to render piece work or 
shorter-term work (CSC, 2018a). Meanwhile, third-party agency 
hiring is referred to as “institutional contract of service (COS)”, 
where, the third-party agency provides personnel to “perform 
lump sum work or service related to or incidental to the hiring 
agency’s functions and operations” (CSC, 2002, Sec. 1[b]) 

attaining decent work and security of tenure in 
the public sector. 

Theoretical Perspectives of Contracting 
Out

Globally, the shift from permanent to contract-
based employment in the public sector is 
seen as an institutional response to the move 
towards privatization of public services (Perry 
& Hondeghem, 2008; Vrangbæk, Petersen, & 
Hjelmar, 2015; Grimshaw, Rubery, Anxo, Bacache-
Beauvallet, Neumann, & Weinkopf, 2015; Alonso 
& Andrews, 2016). Theories on public choice and 
property rights view public services provision 
as a means by which government officials 
could assert and maintain their self-interests 
and political power (Niskanen, 1968; Segal 
& Whinston, 2010). Weimer and Vining (2011) 
attribute the inefficiencies of the public sector in 
delivering services to this opportunistic behavior 
of politicians and bureaucrats. On one hand, 
public choice theories look to the market as a 
more efficient alternative to the state in delivering 
services and assert that private firms are better 
able to improve service quality (Niskanen, 1968; 
Segal & Whinston, 2010). Meanwhile, property 
rights theories argue that government failures 
can be addressed by applying market principles 
in the realm of government (Segal & Whinston, 
2010; Andrews, Boyne, & Walker, 2011). 

Contracting out, one of the forms of privatization, 
refers to the state-funded delivery of public 
services by a private sector provider through a 
contractual agreement between the two parties 
(Hodge, 2000, as cited in Vrangbæk et al., 2015). 
The basic framework of contracting out can be 
derived from the incomplete contract theories 
and transaction cost theories, which put premium 
on cost efficiency as the main deciding factor 
of whether the goods and services are to be 
produced and provided in-house or outsourced 
(Perry & Hondeghem, 2008; Weimer & Vining, 
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2011; Alonso & Andrews, 2016). These theories 
also assume that the private sector can better 
deliver public services whose outputs are easier 
to measure and monitor (i.e., quantity), while 
the government, along with the non-profits, 
which can otherwise operate as quasi-markets, 
better delivers public services whose outputs 
are less easily measured (i.e., quality) (Perry & 
Hondeghem, 2008). In the purview of transaction 
cost theories, specifying the contracts, 
negotiating and bargaining with key players, and 
controlling for moral hazards and opportunistic 
behavior entail additional costs that both the 
government and private contractors need to 
shoulder (Weimer & Vining, 2011). These costs 
determine not only decisions to in-source or 
outsource, but, on a broader scale, institutional 
arrangements (North, 1990).

Osborne and Gaebler’s (1992) principles of 
“reinventing government,” as well as principles 
of the New Public Management (NPM) paradigm 
(see Hood, 1991), reflect the need for market-
oriented reforms in the public sector as a way 
to insulate service production and delivery from 
the predominantly political process of agenda 
setting and regulation and, consequently, 
opportunistic bureaucratic and political 
behavior. NPM proponents saw that service 
production and delivery functions, which are 
initially core tasks of the government along with 
policymaking, could be isolated and performed 
by the private sector. They assumed that these 
core tasks would essentially remain the same, 
whether they are done in-house or outsourced 
(Hood, 1991; Osborne & Gaebler, 1992). 

However, while public choice and property rights 
theories enjoyed practical value in the NPM 
paradigm, critics warned against adopting a 
purely economic rationale for providing public 
services. For one, it overlooks the importance of 
maintaining the institutional integrity of the state 
and the principles of social justice (Mareschal, 

2018). A number of studies on contracting out 
also cautioned against giving public service 
providers too much incentive to reduce costs and 
maximize profits while sacrificing what matters 
most: quality (see Hart, Shleifer, & Vishny, 1997; 
Domberger & Jensen, 1997).

Contracting out affects public sector labor to a 
large extent. For one, it depresses wages and 
salaries of government workers. Jensen and 
Stonecash (2004), in their review of literature 
on public sector outsourcing, revealed that 
savings generated from contracting out are 
usually derived from reduced labor costs, either 
in the form of wage cuts or work intensification. 
In the European Union (EU), governments used 
this strategy to stabilize public funds (Glassner, 
2010). Moreover, the entry of the private 
sector, whose profit motive clashes with the 
bureaucratic orientation of the public sector, 
reduces employment relations, supposedly 
grounded on traditional public sector values, 
into economic, commodifying relationships 
(Hebson, Grimshaw, & Marchington, 2003; 
Rubery, Grimshaw, Keizer, & Johnson, 2018). By 
shifting from bureaucratic to contract-based 
relationships, the public sector loses its ability 
to manage employment using traditional rules-
based institutional arrangements, which usually 
offer greater security of tenure and social 
protection for the workers (Hebson et al., 2003; 
Grimshaw et al., 2015; Rubery et al., 2018). In this 
way, privatization worsens working conditions in 
the public sector. 

Related Studies on Precarious Work

Overdependence on contracting out as the 
mode of providing public services led to the 
growth of precarious work in the public sector. 
Globally, contractual employment is recognized 
by the International Labor Rights Forum as a 
form of precarious work, wherein workers “fill 
permanent job needs but are denied permanent 
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employment rights” (International Labor Rights 
Forum, n.d., para. 3). Rubery et al. (2018) defined 
precarious work as the absence of standard 
work relationship (i.e., a direct employment 
relationship between the employer and its 
employees), which is expected to protect workers 
against a pure market relationship. Precarious 
work thus includes part-time work, temporary 
work, dependent self-employment or “own-
account work,” and subcontracted work (Rubery 
et al., 2018; Wilson, 2018). Flexible work hours, 
short-term contracts, absence of or limited social 
protection, and low pay are also associated with 
precarious employment (Rubery et al., 2018). 

Meanwhile, Standing (2011) gave a more 
encompassing definition of precarious work, 
that is, the lack of any of the forms of labor 
security laid down by advocates of industrial 
citizenship: 1) labor market security (access to 
long-term full employment); 2) employment 
security (protection against unjust hiring and 
firing, regulation of employment practices); 3) 
job security (career advancement opportunities); 
4) work security (health and safety); 5) skills 
reproduction security (opportunities for training 
and skills development); 6) income security 
(adequate income, guaranteed benefits and 
social protection); and 7) representation security 
(access to collective voice, e.g., through joining 
trade unions and exercising right to assemble 
and to strike), similar to Mareschal’s (2018) 
idea of citizenship at work, which underscores 
the freedom of workers to exercise their civil, 
political, and social rights in the workplace. 
Rubery, et al. (2018) included another element 
inherent in a standard employment relationship, 
life beyond work, or the distinction between work 
and non-work commitments of an employee. 

Aside from welfare and social protection, these 
forms of labor security pertain to the workers’ 
sense of identity and belongingness and their 
rights to voice, representation, and economic 

justice (Fudge, 2005; Murray, 2005; Mareschal, 
2018). Conversely, the lack of identity, association 
and moral and behavioral commitment linked 
to precarious work alienates the non-regular 
workers from their regular counterparts and 
undermines the value and contribution of their 
work. As Standing (2011) aptly writes, these 
workers may well be considered a “denizen” (p. 
12).  

Although it was not explicitly defined as 
“precarious work,” contractual employment had 
long been a pressing concern in the Philippine 
labor sector even before the term “contractual” 
was first articulated in 1974 through the 
Presidential Decree No. 442, or the Labor 
Code. Contracting out had, since then, become 
rampant, even to the point of being “normal,” 
such that the Labor Code was amended to 
distinguish between illegal and “permissible” 
labor contracting practices. Over the years, 
growing discontent and disenchantment over 
the welfare of Filipino workers kept the debate 
and discourse of contractual employment and 
precarious work alive, at least in the policy arena. 
Recently, the Duterte administration has begun 
its campaign against “contractualization,” which, 
so far, only incrementally amended existing 
regulations against illegal practices, particularly 
labor-only contracting.2 Nonetheless, the policy 
pronouncement of President Duterte triggered 
a “workers’ spring”3  and a renewed public 
consciousness on the issue. 

2 Article 106-109 of the Labor Code governs indirect 
employment and subcontracting practices. Article 106 defines 
labor-only contracting as a form of contracting “where the 
contractor or subcontractor merely recruits, supplies or places 
workers to perform a job, work or service for a principal.” The 
Labor Code allows for legitimate contracting, which is mainly 
determined based on the amount of the contractor or 
subcontractor’s capital or investment and the nature of the 
activities their workers perform in relation to the main business 
of the principal or contracting agency, or the extent to which 
contractors or subcontractors control their workers.

3 See Medenilla (2018).
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Despite these developments, academic 
literature linking precarious work with labor 
flexibilization in the Philippine context is rather 
scarce. Much less is the scholarship dealing with 
precarious work in the public sector. A number 
of studies quantitatively measured the effects 
of contractual employment on the distribution 
of benefits of contractual workers (Villena, 
2014; Silfverberg, 2014; Cruz, 2017). Cruz’s 
(2017) study of the service and other industry 
sectors found that contractualization reduced 
the workers’ average wage. In a survey of 
temporary workers in selected local companies 
in the Philippines, Villena (2014) revealed that 
majority of the workers received state-mandated 
benefits, except retirement benefits and leave 
credits. Meanwhile, Silfverberg’s (2014) findings 
showed that most of the non-regular workers 
in government are either not covered by the 
national health insurance program (PhilHealth) 
or included in the program as voluntary, self-
paying members, the latter being an option of 
self-employed and unemployed individuals. 

Going beyond pecuniary benefits, some studies 
examining local firms revealed that industrial 
citizenship is also affected by temporary work 
arrangements (Villena, 2014; Lomoya, Pingol, & 
Teng-Calleja, 2015; Cainglet, Vega, & Zapata, 
2012). Even while contractual employees receive 
the minimum benefits, they have low sense of job 
security and limited to nil access to their rights 
to self-organization and collective bargaining 
(Villena, 2014; Cainglet et al., 2012). Meanwhile, 
Cainglet et al. (2012) found hegemonic attributes 
in contractual employment, such as flexible 
work arrangements and ambiguous employment 
relationships, which perpetuate unequal relations 
between the employer, the contractor, and the 
contractual workers. The study observed a shift 
of responsibilities in providing for contractual 
workers’ welfare, particularly from contracting 
company to the contractor or third-party agency 
(Cainglet et al., 2012).   

Few studies suggested positive effects of 
contractual employment on local firms (Paqueo & 
Orbeta, 2016; Cruz, 2017). Much of the research 
showed benefits on part of the employer rather 
than the employees, as well as possible adverse 
effects of eliminating contractual labor on both 
the firms and the workers. Cruz (2017) found that 
outsourcing allowed companies to create more 
jobs and easily hire aspiring employees. Following 
the argument of public choice theories, job 
outsourcing also encouraged the firms to veer 
away from what it considered non-core functions, 
such as administrative services and janitorial and 
security jobs (Cruz, 2017). Meanwhile, according 
to Paqueo and Orbeta (2016), companies resort 
to job outsourcing to cope with unexpected 
crises and to meet seasonal demand. In this way, 
they considered the contractual workforce as a 
transitory phase—on one hand, a rite of passage 
for workers aspiring for permanent jobs, and, on 
the other hand, a buffer for firms to avoid sunk 
costs in between shocks, projects, and seasons, 
and in cases of job mismatches (Paqueo & 
Orbeta, 2016). Citing research by Faccini (2014, 
as cited in Paqueo & Orbeta, 2016) on temporary 
work contracts in selected European states, 
Paqueo and Orbeta argued that eliminating 
temporary work will result in job loss, slower 
transition to permanent jobs, and greater job 
mismatch (Paqueo & Orbeta, 2016).

However, what Paqueo and Orbeta (2016) might 
have failed to consider is the institutional and 
policy context against which temporary work 
arrangements are being implemented in the 
Philippines, which could probably be different 
from that in European countries. A technical 
report on the Asian Democracy Index, which 
tackled, in passing, the state of labor and 
employment in the Philippines, argued that 
contractual work arrangements are being 
adopted by local firms to subvert provisions in the 
Labor Code that prohibited termination or layoffs 
of regular workers (Reyes, Berja, & Socrates, 



Precarious Work in the Philippine Public Sector

6

2012). Ofreneo (2013) enumerated four common 
types of labor flexibilization in the Philippines: 
rehiring workers under temporary arrangements; 
hiring workers assigned to different segments of 
work as “project workers;” hiring of trainees; and 
job contracting through manpower agencies. 
Cristobal and Resurreccion (2014), in their study 
on the definitions of “contractualization” in 
Philippine labor policy, asserted that providing 
social protection and security of tenure for 
temporary workers could only be addressed by 
correcting legal ambiguities in employer relations 
in the Labor Code and other related laws. Taking 
a step further, Ofreneo (2013) attributed labor 
flexibilization to economic inequalities brought 
about by neoliberal policies, and he went as far 
as to recommend not only the reinforcement 
of existing labor policies but also a complete 
overhaul of the regime (Ofreneo, 2013).

Even what little can be gleaned from literature 
on public personnel management in the 
Philippines paints a familiar picture of precarious 
work in the public sector. Some studies pointed 
out that contracting out, which was used in 
the public sector as a tool for corruption and 
patronage, also became a mechanism to harass 
temporary and subcontracted workers and to 
suppress and weaken   public sector  unions. 
Cariño (1977), Richter (1980) and Varela (1995), 
in their observations of personnel management 
in Philippine government agencies during the 
martial law period, revealed that agencies at 
the time adopted contracting out to circumvent 
civil service laws. The practice was especially 
rampant among clerical personnel, who made 
up the largest number of casual and contractual 
workers at that time (Richter, 1980). Contractual 
work was also considered a means for regular 
employees to augment their income, albeit 
subverting civil service rules that limit their 
practice of occupation or profession. For 
instance, consultancy work, technical assistance, 

and other forms of part-time work in  collaborative 
or commissioned research projects implemented 
by government agencies was (and continues to 
be) widely practiced, especially in academic 
institutions (Padilla, 1995). Meanwhile, in a study 
of public sector unions, Gaffud (1994) found that 
despite strong support for unionism by workers 
in government offices, contractual employees 
faced threats of termination for participating in 
union activities. 

Other local studies, which likewise dealt with 
the implementation of commissioned programs 
and projects by government for private funders, 
laid down perceived and real impacts of job 
contracting in government agencies on the 
welfare of contractual workers. One of the 
policy issues that Varela (1984) mentioned in her 
assessment of the state-run Population/Family 
Planning Program in the early 1980s pertained 
to the welfare of contractual personnel; unclear 
employment relations between these workers 
and the government offices they worked for 
resulted in perceived job insecurity, low morale, 
lack of motivation, and quick turnovers. Looking 
at the case of a rural development project in 
Mindanao, Ibay (1984), who viewed the increasing 
dependence on contractual employment by 
government agencies as a symptom of poor 
personnel planning, likewise found perceptions 
of prolonged job insecurity among contractual 
workers. In the case of a marine conservation 
program studied by Trono (1992), some of the 
casual and contractual workers, at the time of 
study, had already been rehired as contractuals 
and casuals for around ten years, becoming what 
Padilla (1995) termed as “permanent casuals.” 
The workers also received low pay and did not 
enjoy security of tenure (Trono, 1992). 
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Normalizing Precarious Work in the 
Philippine Government

How was the government able to go as far as 
employing more than half a million workers under 
precarious work arrangements such as contracts 
of service, job orders, and subcontracting 
schemes? It is rather disconcerting to note that 
various public policies perpetuate this practice. 
Civil service, budgeting, procurement, and 
taxation laws institutionalized COS, JO, and 
agency hiring, alienated non-regular workers, and 
commodified their services to the government.  

Civil Service Laws

Executive Order No. 292 or the Administrative 
Code of 1987, which serves as the guidepost for 
hiring civil servants, promulgated a civil service 
characterized by: 1) merit and fitness, which 
is determined by competitive examinations 
or by obtaining technical and other special 
qualifications; 2) opportunities for career 
advancement; and 3) security of tenure. It 
differentiated between personnel in career 
service—which is further classified into first-level 
(clerical, custodial, trades and crafts), second-
level (professional, technical and scientific work) 
and career executive positions—and non-career 
service, which is rendered by contractual, casual 
and coterminous personnel. The appointment of 
non-career civil servants is based on confidence 
than merit and fitness and their tenure is limited 
within a given period. Nonetheless, they are 
entitled to government-mandated salaries and 
benefits (Executive Order No. 292, Sec. 7-9, 
Chapter 2, Subtitle A, Title 1). Following the 
general guidelines of the EO 292 is the Omnibus 
Rules on Appointments and Other Human 
Resource Actions (ORAOHRA), which guide 
personnel actions of government offices, such 
as hiring, promotion, transfer, and termination of 
government employees, among others.

Even before the EO 292 was issued, the CSC 
has already recognized the hiring of non-regular 
workers, initially as consultants or project-
based staff, to help implement various short-
term projects for the government. Later on, civil 
service rules and regulations began to normalize 
the practice of engaging the services of private 
consultants and contractors, whose terms of 
employment are beyond the ambit of the EO 
292 or the ORAOHRAs, even though COS and 
JO workers are treated as “non-government 
workers.” The 1993 (Memorandum Circular No. 
38) and 1998 (Memorandum Circular No. 40) 
versions of the ORAOHRAs clarified that workers 
hired through contracts of services (COS) 
and job orders (JOs) are not covered by civil 
service rules on employment and corresponding 
wages and benefits4  (CSC, 1993; CSC, 1998). 
Nonetheless, these ORAOHRAs determined how 
government offices are to engage workers for 
services rendered under COS, i.e., “lump sum 
work of services such as janitorial, security, or 
consultancy services” (CSC, 1998, Rule XI, Sec. 
2[a]) and those under JOs, i.e., “piece work of 
intermittent job of short duration not exceeding 
six months on a daily basis” (CSC, 1998, Rule XI, 
Sec. 2[b]).

After some time, the CSC issued a similar set of 
guidelines, Memorandum Circular No. 17 (2002), 
amid claims that COS and JO employment 
approaches are being used to circumvent civil 
service laws. It merely reversed the framing 
of the 1998 guidelines on COS and JO hiring 
by enumerating actions that should not be 
imposed on COS and JO workers: 1) perform 
regular agency functions; and 2) work within 
the prescribed office hours, i.e., from 8:00 a.m. 
to 5:00 p.m. on weekdays or 40 hours per week 
(CSC, 2002, Sec. 3). 

4 Benefits include personnel economic relief allowance (PERA), 
cost of living allowance (COLA), additional compensation 
allowance (ACA), representation and transportation allowance 
(RATA).
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In addition, the memorandum circular allowed 
subcontracting or third-party agency hiring, 
known as the “institutional contract of service” 
(COS) scheme (CSC, 2002, Sec. 1[b]). This 
employment approach seems to be the path 
the government wants to take in the future. In 
2017, the CSC forged Joint Circular No. 1, s. 2017 
with the COA and the Department of Budget 
and Management (DBM). Building on the 2002 
guidelines, the joint circular determines “support 
services” to be rendered by agency-hired 
workers, i.e., janitorial, security, driving, data 
encoding, equipment, and grounds maintenance 
(CSC et al., 2017, Sec. 5). It also explicitly permits 
the renewal of individual contracts of services 
within the term of the head of the contracting 
government office (CSC et al., 2017, Sec. 6.2), a 
practice that had not been tackled by previous 
CSC guidelines but is nonetheless widely 
practiced in government agencies.

Amid growing opposition against the said joint 
circular from various fronts, the CSC withheld the 
implementation of the 2017 guidelines pending 
further consultations with the government 
agencies and other stakeholders. In 2018, 
another joint circular was issued by the CSC, 
COA and DBM to amend the transitory provisions, 
which state that the contracts of existing and 
incoming COS and JO workers may be renewed 
until 31 December 2020 (CSC et al., 2018, Sec. 
11.1), after which the 2017 guidelines apply. 
Payment of 20% premium was also extended to 
workers employed under individual COS (Sec. 
11.5). Moving forward, the amended guidelines 
direct government offices to review their current 
organizational set-up and personnel complement 
to ensure that regular employees carry out only 
regular functions and that casual or contractual 
employees (i.e., with casual or contractual 
appointments) work only on temporary projects 
(CSC et al., 2018, Sec. 11.4). 

At the outset, the agency-hiring scheme offers a 
promising option for workers without the benefit 

of social protection or security tenure, as the 
burden of providing social protection benefits 
and security of tenure rests on the third-party 
agency rather than on the workers. However, 
this approach also entails social risks. Unlike 
the COS and JO employees, agency-hired 
workers are largely undocumented in public 
sector labor; their services are likewise not 
credited as government service and they are not 
included in the CSC’s inventory of government 
personnel. Agency-hired workers are subject to 
direct employment relations with the contractor 
(third-party agency), not with the government 
agency for which the workers actually render 
their services. The responsibility of providing 
wages, salaries and benefits is, thus, expected 
to be borne by the contractor. However, with 
multi-layered accountabilities shared between 
the contractor, the government office and the 
agency-hired workers, it is likely for the contractor 
to shirk its responsibility to the workers. It may 
also be difficult for the government office to 
account for the performance of the agency-
hired workers, who are supposedly accountable 
only to the third-party agency. Lastly, cases of 
unfair labor practices within third-party agencies 
are not usually reported on paper, amid fears of 
retaliation, harassment and termination on the 
part of agency-hired workers.   

Meanwhile, in the local government units (LGUs), 
which altogether employ the biggest number of 
COS and JO workers, local officials were given 
by the Local Government Code full discretion 
and autonomy over hiring non-regular workers. 
Section 77, in particular, stipulated that the CSC 
will not need to approve or attest to the hiring 
and appointment of these workers. Corollary 
to this provision, the LGUs mainly control the 
personnel selection and staffing patterns in its 
offices (RA 7160, Sec. 76). The policy may have 
likely enabled the indiscriminate hiring of COS 
and JO workers in LGUs.    
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Procurement Laws

Since the passage of the Government 
Procurement Reform Act (RA 9184) in 2003, 
general provisions of the General Appropriations 
Acts (GAA) legislated through the years from 
thereon state that procurement of services by 
government agencies need to be in accordance 
with the said law. The RA 9184 came a year after 
the CSC implemented the 2002 guidelines on 
hiring COS and JO workers, which also permitted 
job contracting through institutional contracts of 
services. 

By its very definition and treatment of services 
rendered by non-regular employees in 
government, the RA 9184 not only normalizes the 
practice of hiring of COS and JO workers, but the 
laws also commodify their work. On one hand, 
the work of the COS and JO employees can be 
classified as consulting services, i.e., “services 
for infrastructure projects and other types of 
projects or activities of the government requiring 
adequate external technical and professional 
expertise that are beyond the capability and/
or capacity of the government to undertake,” 
(RA 9184, Sec.5f), which include, among others, 
advisory services, feasibility studies, design, 
construction supervision, and management and 
related services (RA 9184, Sec. 5f). 

However, the work of the COS and JO employees 
can also be treated as “non-personal or 
contractual services,” subsumed under “goods,” 
which the RA 9184 defines as goods and services 
that “may be needed in the transaction of public 
businesses or in the pursuit of any government 
undertaking, project or activity, whether in 
the nature of equipment, furniture, stationery, 
materials for construction, or personal property 
of any kind” (RA 9184, Sec. 5h) [emphasis added]. 
The implementing rules and regulations provide 
that these services should be procured through 
competitive bidding, which prioritizes the lowest 

calculated (in terms of economic cost) and most 
responsive bid. Bidding for these services may 
be done on an individual basis, usually in the 
case of consultants, but it is also done for third-
party agencies engaged in institutional COS. 
Internally, the contractor may decide to bring 
down costs through the wages and salaries of 
its workers. 

While the IRR of RA 9184 declares that cost 
alone should not determine the procurement of 
these services, in view of other factors such as 
nature of contract, amount of resources, internal 
governance, training, and compliance to labor 
and social laws (RA 9184, Revised Implementing 
Rules and Regulations, Appendix 23, Sec. 1, p. 
304), the rules merely provide surface-level 
parameters that indicate compliance to social 
and labor laws. The performance criteria for 
contractors include quality of services, time 
management, personnel management, contract 
administration and management, and provision 
of regular progress reports (p. 306). Technical 
parameters such as stability, resources, security 
and housekeeping plan, as well as recruitment 
and selection and completeness of uniforms 
among other materials are also considered 
(RA 9184 Revised IRR, Appendix 23-A, p. 307). 
Contractors also need to adhere to mandated 
increases in minimum daily wage (RA 9184 
Revised IRR, Appendix 23, Sec. 5.2.1., p. 305). 
These criteria do not tackle on a deeper level the 
rights to labor security of agency-hired workers. 

Some provisions in the procurement guidelines 
state that contracts of individual and institutional 
contractors providing general support services 
may be extended on the basis of their being 
“essential, indispensable, or necessary to support 
the operations” of the contracting government 
agency or, alternatively, in view of the “welfare 
of its personnel” (RA 9184 Revised IRR, Appendix 
24, Sec. 3, p. 308). This provision reflects the 
significance and necessity of  the work done by  
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COS and JO workers and an apparent contradiction 
to how it treats the workers, i.e., as economic cost.

Budgeting Rules and Regulations      

Budgeting rules and regulations also commodify 
the services rendered by the COS and JO workers 
in government. As stipulated in the CSC guidelines 
governing COS and JO employees, the salaries, 
wages and other compensation of these workers 
are charged to maintenance and other operating 
expenses (MOOE) of the contracting government 
agency (CSC, 2002). In the budget preparation 
phase, compensation is usually lumped along 
with other items in the MOOE, defined by the 
DBM as “an expenditure category/expense class 
for support to the operations of government 
agencies such as expenses for supplies and 
materials; transportation and travel; utilities 
(water, power, etc.) and repairs, etc.” (DBM, 
2015, p. 712). Guidelines on the allocation of 
salaries and benefits for government employees 
excludes personnel whose salaries are charged 
to appropriations other than Personnel Services 
(PS)5, including those working under contracts of 
service and job orders (DBM, 2019, Sec. 4.4). 

Much of the work on determining the size of 
the government, particularly the organizational 
structure and staff complement and compensation 
scheme, rests on the DBM and the government 
offices. Funding for personnel services are 
incorporated in the General Appropriations Act 
(GAA) every year. This allocation is guided by 
the Compensation and Position Classification 
System, legislated through the Republic Act 
6758. While the law provided that all government 
personnel need to be justly compensated, it 
also mandated that these appropriations be 
proportionate to the overall national budget (RA 
6758, Sec. 3b-3c).

5 Salaries and benefits of government employees—permanent, 
temporary, contractual, and casual—are charged to personnel 
services (PS) (DBM, 2015, p. 716).

In view of these limitations, the DBM reviews 
changes in staffing requirements in government 
offices, including creation of positions. Legal 
basis and rationale for creation of positions and 
the details of positions involved, including the 
workload, availability of similar filled positions, 
and costs charged to personnel services (PS), 
among other information, are considered by 
the DBM in its review process. The department 
evaluates whether or not the recommended 
positions are really needed before it could allow 
these positions to be created through the Notice 
of Organization, Staffing and Classification 
Action (NOSCA) for regular positions or a formal 
letter for casual and contractual positions. 
These documents, in turn, form the basis for 
the Personal Services Itemization and Plantilla 
of Personnel (PSIPOP), which the DBM provides 
government agencies every year. The PSIPOP 
lists both filled and unfilled positions (DBM, 2012, 
pp. 2-19, 2-20). 

The tedious process of creating and funding new 
positions in government is aggravated by cases 
of funded positions that remain unfilled. To save 
on costs, the DBM promotes the “scrap-and-
build” policy, wherein vacant funded positions 
are considered for abolition, paving way for 
creating other additional positions that will more 
likely be filled up in other offices or units (DBM, 
2012, p. 2-23). 

Limitations in hiring regular personnel also apply 
to local government units (LGUs). Aside from 
limitations imposed by the national government, 
Section 325a of the RA 7160 set limitations on 
the use of provincial, municipal, and city funds 
for personnel services per year; that is, 45% for 
1st-3rd class municipalities and cities, and 55% 
for 4th-6th class municipalities (RA 7160, Sec. 
325a).
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Taxation
 
The application of taxation laws on COS and JO 
workers further undermines their sense of identity 
and contributions to development. By way of the 
Republic Act 8424 (Tax Reform Act of 1997), the 
Bureau of Internal Revenue (BIR) treats workers 
as either employed, i.e., bound to an employer-
employee relationship, or self-employed, i.e., 
those who work on their own account or are 
engaged in an independent business. Various 
rulings by the BIR treat COS and JO workers as a 
business or an own-account worker. For one, BIR 
Ruling No. 8-2010 ruled that services rendered by 
these workers are not subject under an employer-
employee relationship. Under RA 8424, their 
work is considered a “sale of service,” similar to 
a business (BIR, 2010, Sec. 108). 

Thus, tax compliance of COS and JO workers 
would follow this classification. In the Revenue 
Memorandum Circular No. 130-2016 issued 
by the BIR in 2016, COS and JO workers, are 
required to pay either value-added tax (VAT), for 
professionals earning more than PhP1.92 million 
in payments from the government, or percentage 
tax equal to 3% of their payments. However, on 
top of these taxes, professionals hired under 
COS or JOs are required to pay withholding tax 
equal to 10% or 15% of their “professional fees,” 
as well as per diems, allowances, and other 
income payments (BIR, 2016). 

The provisions reflect the dual personality of 
COS and JO workers, particularly professionals, 
as self-employed individuals (imposed with VAT 
or percentage tax) and as employees (imposed 
with withholding tax) rendering services for 
a particular agency or office. This dual tax 
treatment may lead to irregularities in enforcing 
tax compliance, e.g., whether the workers need 
to register as business, to file percentage tax or 
VAT returns and other reports, to issue official 
receipts to the government, to file income 

tax returns, and to submit audited financial 
statements on top of their tax returns.

Under the recently passed Republic Act 10963 
(TRAIN Law), workers earning not more than 
PhP250,000 annually are exempt from income 
tax (Section 24a). How this policy applies to 
non-regular workers in government is not clear. 

Gaps in Protection Against Precarious 
Work

Article XIII, Section 3 of the 1987 Constitution 
supposedly guarantees full labor protection 
(including security of tenure, living wage, and 
good working conditions) and ensures equal 
opportunities for full employment for both 
workers across various sectors. However, in 
general, labor policies and policy reforms in the 
Philippines reflect what a number of Western 
authors referred to as antagonistic approaches 
to decommodification, in which traditional 
labor market rules overly restrict and alienate 
contractual workers. Grimshaw et al. (2015) 
assert that, even where there is little to nil gap in 
wages and salaries between public and private 
sector employment, government agencies may 
seek to exploit legal divisions imposed by public 
policy among workers to justify contracting out.

In what Rubery et al. (2018) dubbed as a 
“privileged-insider construct,” austerity policies, 
such as contracting out, alienate workers within 
the public sector workforce on two fronts: 
1) providing all-too generous benefits and 
incentives for regular employees, as well as 
workers protected by political entities and trade 
unions, and 2) narrowing the scope of collective 
bargaining, depriving non-regular workers 
of the chance to participate in the process 
(Rubery et al., 2018). Most reforms promoting 
direct employment relations are biased towards 
regular workers (Vosko, 2010), which Standing 
(2011) referred to as a privileged minority. In a 
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work environment that undermines fairness, 
reciprocity, and employees’ intrinsic motivation, 
pecuniary benefits and extrinsic motivation 
have little positive, if not adverse, effect on the 
workers (Baron & Kreps, 1999; Deci, Koestner & 
Ryan, 1999).

Certain provisions in civil service, budgeting, 
procurement, and taxation laws deprived 
the COS, JO and agency-hired workers of 
access to guaranteed income and social 
protection benefits. Despite their magnanimous 
contributions to the delivery of public services, 
these workers are excluded from the institutional 
framework of government employment and 
are, instead, subdued by short-term, atypical 
employment arrangements. As such, the value of 
their contributions will not be properly accounted 
for because they are not explicitly recognized by 
policies as part of the formal economy. 

Aside from being antagonistic against non-
regular workers, policies governing public and 
private sector workers do not complement one 
another. Public sector employment is primarily 
governed by civil service laws, which focus on merit 
and fitness as well as government efficiency as 
the basis for regularization of workers. The COS, 
JO and agency-hired workers are technically out 
of bounds in civil service law. Aggravating the 
problem of limited social protection for COS and 
JO workers are the weak checks and balances 
and monitoring mechanisms that hold employers 
to account in terms of providing social protection 
and security of tenure. 

Organizing COS, JO and agency-hired workers 
into unions is likewise difficult, owing to the 
absence of employer-employee relations 
between the government office and the 
agency-hired workers, as well as their lack of 
job security. Executive Order 180, s. 1987 guides 
labor relations and worker representation 
in government. However, the policy, which 

created the Public Sector Labor Management 
Council (PSLMC) represented only by the heads 
of selected constitutional commissions and 
national government agencies, had not since 
been amended in principle. Consequently, public 
sector unions usually resort to jurisprudence to 
assert the workers’ rights to job security and 
social protection. Some employee associations 
help in the cause of organizing COS and JO 
workers. However, unionism as a form of voice 
and accountability mechanism for COS and JO 
workers may unlikely thrive under the impending 
wholesale adoption of subcontracting/agency 
hiring.

Commodifying public sector labor has adverse 
implications on the quality of public service 
(Hart et al., 1997; Domberger & Jensen, 1997). 
Even then, existing procurement and taxation 
laws treat COS, JO and agency-hired workers 
as goods and operating expenses—as economic 
costs. Meanwhile, the constraints in creating and 
funding regular positions in government, mainly 
dictated by the budget department’s goal of 
cost efficiency, hinders the integration of these 
workers into the regular government workforce. 
 
Prospects for Change

The concurrence by the Philippine Senate 
to ratify the Labor Relations (Public Service) 
Convention, or the ILO Convention 151 in 2017 is 
said to be a culmination of the joint efforts of 
the public sector with employee organizations to 
uphold the right to decent work in government 
regardless of employment status (International 
Labor Organization, 2017). ILO Convention 151 
protects not only the workers’ right to organize, 
but also their right to participate in determining 
the terms of employment and settling disputes 
related to these matters (Labor Relations (Public 
Service) Convention, 1978, Articles 4-8).
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This commitment by the Philippine government 
stands in contrast to an existing public sector labor 
regime rooted in privatization and contracting 
out of public services, which continues to affect 
the welfare of workers rendering services to 
the government under contracts of service, job 
orders and third-party agencies. The Philippine 
government has yet to see a paradigm shift 
from new public management (NPM), which 
has commodified public sector labor, diluted 
the quality of public services for the sake of 
cost effectiveness, and over-quantified welfare 
outcomes.

The trajectory of policies governing public sector 
labor and public administration in the Philippines 
lean towards the continuation of these practices. 
House Bill 5707, filed in Congress in May 2017, 
seeks to “minimize, if not eliminate redundancies, 
overlaps and duplication” of government 
functions in another attempt to “rightsize” the 
bureaucracy (p. 2). A forecast by the Department 
of Budget and Management (DBM) estimated 
that around 16% of the 1.7 million government 
positions, or around 255,000 employees, will be 
affected by rightsizing. The government claims 
it will focus savings derived from labor costs 
towards infrastructure such as roads, classrooms 
and community health stations (de la Cruz, 2017). 
With the recent policy response of the CSC to 
employ institutional COS to widen the scope of 
social protection to non-regular employees, the 
fate of more than 669,000 non-regular workers 
in government, especially those employed under 
COS, JO and third-party agencies, remains in 
limbo. 

The government needs to review its existing 
policy framework on public sector labor—civil 
service, procurement, budgeting, and taxation—
and examine whether any of the precarious work 
gaps mentioned in this study are currently being 
addressed, and whether proposed policies result 
in new risks to the COS, JO and agency-hired 

workers. So far, recent policy proposals aiming 
to improve the plight of the COS and JO workers 
moved to either 1) offer alternative opportunities 
for the COS and JO workers to enter government 
service, and 2) widen the scope of social 
protection for these workers. At present, civil 
service regulations are bent on addressing the 
problem through the second approach, i.e., 
extending social protection coverage through 
agency hiring. However, if it decides to adopt 
this approach, the CSC needs to maintain 
higher standards for contractors to fulfill their 
responsibilities to their workers. The Commission 
on Audit (CoA) also needs to strengthen and 
clarify accountability mechanisms for contractors. 
Stronger enforcement of contractor regulations 
by the state would ensure that the contractors 
do not renege on their responsibilities to the 
subcontracted workers. Alternatively, the state 
may also consider sharing in the social costs 
incurred by contractors in providing for benefits 
of their workers. 

The government also needs to legislate minimum 
labor standards applicable to both public and 
private sector workers, as well as self-employed 
individuals. Better yet, there is also a need to 
reconsider the treatment of COS and JO workers 
as self-employed individuals or as businesses.

The state may also work towards adopting 
the first approach: widening opportunities for 
regularization of the COS and JO workers. A 
law implemented under the Corazon Aquino 
administration, the Republic Act 6850, sought 
to grant civil service eligibility to provisional or 
temporary government employees who have 
efficiently served for a minimum of seven years. 
A string of legislative proposals beginning 
the 17th Congress (i.e., 2016) attempted to 
mimic the now-defunct RA 6850. Probably the 
most radical proposal is the House Bill 7415, 
introduced in March 2018 by the representatives 
of the progressive Makabayan bloc. The proposal 
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sought to grant non-regular employees working 
for at least six months in government agencies 
not only civil service eligibility, but also security 
of tenure.6 Another possible strategy would be 
to reexamine current parameters for determining 
merit and fitness, granted that most COS and 
JO workers, even without possessing civil service 
eligibility, had been fulfilling regular functions in 
their respective government offices for several 
years. However, these proposals may not sit well 
with regular workers, as it may lead to reverse 
discrimination against them.  

In instituting reforms in public sector employment, 
the role of public sector unions cannot be 
underestimated. The Philippine government 
needs to honor its commitment to the ILO 
Convention 151, which emphasizes in particular 
the participation of workers in determining terms 
of employment. In fact, it is with the efforts 
of employee organizations that COS and JO 
workers are gradually being integrated in the 
government. The unions need to work more closely 
with the government and other stakeholders that 
engage the services of COS, JO and agency-
hired workers to review and reformulate the 
policy environment on public sector labor. It may 
be high time to revisit and amend the Executive 
Order 180 in this regard. Amendments to the EO 
180 may include representation by public sector 
unions in the Public Sector Labor Management 
Council (PSLMC). The government can learn from 
and look to the unions as an alternative voice and 
accountability mechanism, particularly where 
there is lack of access to traditional mechanisms 
for non-regular workers.

Institutional obstacles in creating a policy 
towards regularization of non-regular public 
sector workers, such as legislative and political 
barriers, not to mention the possible divisive and 
reverse discrimination effects that the proposed 

6 A similar measure, House Bill 248, was introduced by the 
Makabayan bloc in July 2019 at the 18th Congress.

regularization reforms may have on the current 
pool of regular government workers, imply 
that, while the reforms may work, they remain 
inadequate in addressing structural problems in 
labor and employment. How the public sector 
should adapt to the challenges of a predominantly 
neoliberal regime and a globalized economy 
remains a primary concern. That being said, 
both the state and the public sector workers can 
and should derive from the long history of the 
Philippine labor movement and civil service to 
critically examine and collectively seek reforms 
in public sector labor. 

After a long while, the call for sea change in 
Philippine labor laws and other related policies 
governing contractualization found its window 
of opportunity in Duterte’s campaign promise to 
end “endo,” followed by the issuance of relevant 
labor policies regulating the practice. Labor 
groups representing workers in the private sector 
have since encountered a mix of successes and 
challenges from both political and administrative 
fronts, albeit moving forward with renewed 
strength and commitment, in fighting for workers’ 
rights and welfare. The Philippine government, 
being at the main helm in the enforcement of 
labor laws and, in itself, an employer of millions of 
individuals whose lives depended on supposedly 
decent, secure jobs, needs to keep up and set 
the stage for similar, if not more progressive, 
reforms in public sector employment. 
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