Chapter 16: The Services Sector — Skills, Connections, and
Everyday Life

Comic strip idea: A strong service economy should provide both quality services for the public and
decent work for the people who deliver them.

A large part of economic life takes place through services rather than through the production of
physical goods. A teacher explains a lesson, a nurse monitors a patient, a driver moves passengers, a
bank transfers money, a software developer maintains an online system, and a store helps consumers
obtain goods produced elsewhere. The output in these activities is mainly an action, access,
information, care, expertise, or experience.

Services are closely connected to agriculture and industry. Farmers depend on transport, storage,
finance, insurance, veterinary care, extension, and market information. Manufacturers rely on
electricity, logistics, design, accounting, software, maintenance, advertising, and distribution. A
modern economy therefore cannot be understood as three isolated sectors. Goods and services are
often produced and delivered through the same value chain.

This chapter explains the size and diversity of the Philippine services sector, how services create
value, why some service activities are highly productive while others provide low and insecure
incomes, and how technology is changing work. It also examines the IT-BPM industry,
digital-platform work, tourism, digital payments, public services, workers’ rights, and the policy
choices needed to make services more productive and inclusive.

A. What the Services Sector Includes

The services sector consists of economic activities that provide value mainly through actions,
expertise, access, organization, information, care, or experiences. It includes wholesale and retail
trade; transportation and storage; accommodation and food services; information and communication;
finance and insurance; real estate; professional and business services; education; health and social
work; public administration; arts and entertainment; and many personal and community services.

Services are often described as intangible because their main output cannot be handled in the same
way as a sack of rice or a manufactured appliance. This description is useful but incomplete. Some
services produce records or digital files that can be stored, such as software, films, medical images,
architectural plans, and online courses. Many services also use physical facilities and equipment.
Hospitals require buildings and machines, transport requires vehicles and roads, and
telecommunications require towers, cables, data centers, and electricity.

A common feature of services is that production and consumption may occur at the same time. A
haircut, medical consultation, bus trip, or restaurant meal is produced while the customer receives it.
This makes the quality of the interaction important. It also means unused capacity may be lost: an
empty hotel room or an unoccupied airline seat cannot be stored and sold for the same date later.

Service quality can vary because it depends on the worker, organization, technology, location, and
customer. Two schools may have the same number of teachers but different learning outcomes. Two



hospitals may have similar buildings but different waiting times, staffing, and treatment results. For
this reason, evaluating services requires more than counting transactions or facilities. Quality,
reliability, accessibility, and outcomes must also be examined.

B. The Role of Services in the Philippine Economy

Services are the largest part of the Philippine economy. In the first quarter of 2026, they accounted
for 63.2 percent of gross domestic product. In February 2026, services also employed 63.5 percent of
all employed persons. Wholesale and retail trade alone accounted for about one-fifth of employment,
showing how strongly household consumption and small business activity shape the sector (PSA,
2026a, 2026b)

The large share of services reflects urbanization, rising household incomes, the spread of malls and
retail networks, growth in education and health, the expansion of finance and telecommunications,
tourism, government activity, and the development of IT-BPM and other service exports. However, a
large sector 1s not automatically a highly productive one. The services sector combines advanced
professional and digital work with informal vending, low-paid personal services, and other activities
that offer limited capital, training, and protection.

1. Employment, income, and job quality

Services offer entry points for workers with different levels of education, capital, and experience. A
licensed doctor, software engineer, cashier, jeepney driver, hotel worker, street vendor, and delivery
rider all belong to the same broad sector, but their earnings, security, and career opportunities differ
greatly. Some occupations require years of formal education, while others depend mainly on practical
skills, customer relations, or access to a small amount of capital.

This diversity matters when interpreting employment data. A rise in service employment may mean
the creation of high-value jobs in software, engineering, finance, or health. It may also reflect
workers entering low-productivity retail, transport, and personal services because better opportunities
are unavailable. The World Bank found that the Philippines added 11.7 million jobs after 2010, but
about three out of four were in non-tradable sectors, which generally serve the domestic market and
often experience slower productivity growth (World Bank, 2025a).

The policy objective should therefore not be to expand services in general. It should be to increase
the number of productive service firms, improve the quality of essential services, help workers
acquire transferable skills, and raise income and protection in lower-paid activities.

2. Services connect agriculture and industry

Agricultural and industrial productivity depends heavily on service inputs. A farmer may improve
yields but still earn little if transport is costly, storage is unavailable, credit is expensive, or market
information is weak. A factory may have modern machines but lose orders because electricity is
unreliable, customs clearance is slow, or logistics are poorly coordinated. In both cases, weak
services reduce the value of physical production.

Services also help firms move to higher-value activities. Design, research, software, testing,
certification, branding, finance, and after-sales support often account for a large part of the value of a
modern product. A domestic company that only assembles imported components may earn less than a
firm that also develops designs, software, distribution networks, and intellectual property.



Strengthening business services can therefore support the industrial policy discussed in the previous
chapter.

3. Human development and quality of life

Education, health, water, sanitation, transport, care work, and public administration affect both
welfare and economic productivity. A child who receives good nutrition, health care, and education is
more likely to learn and participate in productive work later. Reliable public transport expands access
to schools and jobs. Efficient government services reduce the time and money households and
businesses spend completing requirements.

These services create benefits beyond the direct user. Vaccination reduces the spread of disease.
Education can improve productivity, civic participation, and public health. Safe water and sanitation
reduce illness across communities. Because markets may not provide these services adequately or
equitably, government financing, regulation, or direct provision is often necessary.

4. Trade, exports, and foreign-exchange earnings

Services can be traded across regions and countries. Tourism brings visitors to Philippine
destinations. Shipping and aviation move goods and passengers. Filipino firms and workers provide
customer support, accounting, software, design, animation, engineering, health-information
management, and other services to clients abroad. Digital delivery allows some services to be
exported without transporting a physical product.

Service exports can create skilled jobs and foreign-exchange earnings, but they also face international
competition. Clients can move operations to another country when costs, quality, data security, or
skills become less competitive. The Philippines must therefore improve infrastructure, education,
management, innovation, and regulation rather than depend indefinitely on low labor costs or English
proficiency.

C. Major Service Subsectors in the Philippines

The following subsectors differ in their economic role, market structure, skill requirements, and
regulatory needs. Understanding these differences helps explain why a single policy cannot address
the entire services sector.



Major Subsectors of the Service Sector

Examples, economic role, and key development issues in the Philippines
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1. Wholesale, retail, and repair

Wholesale and retail trade is one of the most visible parts of the Philippine economy. It includes large
supermarket and mall chains, public markets, pharmacies, convenience stores, repair shops,
e-commerce sellers, and millions of very small enterprises. These businesses perform more than the
simple act of selling. They choose products, hold inventories, give consumers information, provide
credit in some communities, and connect manufacturers and farms with final buyers.

Small stores are important sources of livelihood and neighborhood access, but they often operate with
little capital, weak record-keeping, high borrowing costs, and limited bargaining power with
suppliers. Digital payments, inventory systems, cooperative purchasing, and access to formal finance
can improve productivity. Formalization should be useful rather than purely punitive. A
microenterprise is more likely to register when registration provides access to finance, social
protection, training, government procurement, or reliable dispute resolution.

Retail policy must also protect consumers. Online and physical markets can involve misleading
advertising, unsafe products, hidden fees, counterfeit goods, or difficult refund procedures. The
Internet Transactions Act created a clearer framework for the responsibilities of online merchants and
digital platforms, while competition policy remains important where a small number of firms control
access to suppliers, data, or customers (" Republic Act No. 11967," 2023).

2. Transportation, storage, and logistics

Transport services determine how easily people can reach work, school, health care, and markets.
They also affect the cost of every good that must be moved. In an archipelagic country, roads must
connect with ports, shipping, aviation, warehouses, and local delivery systems. Weak coordination
between these modes increases delays and spoilage.

Congestion imposes costs that are not fully reflected in fares. Commuters lose time, workers arrive
tired, firms need larger inventories, and delivery schedules become less reliable. Poor public transport
also limits job choices because workers may be unable to accept employment that requires an
expensive or unsafe commute. Transport planning should therefore examine accessibility, travel time,
safety, affordability, emissions, and the needs of persons with disabilities, not only the number of
roads built.

Logistics is especially important for agriculture, food processing, manufacturing, and e-commerce.
Cold storage and refrigerated transport can reduce food losses. Efficient ports and customs can help
exporters meet delivery schedules. Modernization should include worker training and transition
support, particularly when new vehicles, automation, or route reorganization change existing
livelihoods.

3. Accommodation, food, and tourism

Tourism combines many services: transport, accommodation, food, recreation, retail, guiding,
cultural activities, finance, and local government services. It can spread income to areas that have
natural, historical, or cultural attractions. Domestic tourism is particularly important because Filipino
visitors sustain destinations even when international travel weakens.

Tourism growth does not automatically produce broad local benefits. Resorts may import food and
supplies, hire workers through insecure contracts, or use land and water that communities previously
depended on. A destination can receive many visitors while local residents face congestion, rising



rents, waste, and environmental damage. Policy should therefore measure local sourcing,
small-enterprise participation, job quality, resident welfare, and ecosystem conditions in addition to
visitor arrivals.

In 2024, tourism direct gross value added was estimated at 8.9 percent of GDP, while tourism
industries employed about 6.75 million people, or 13.8 percent of national employment. These
figures show the sector’s importance but also the number of workers and communities exposed when
disasters, environmental decline, or health emergencies disrupt travel (PSA, 2025c).

4. Information, communication, and digitally delivered services

Telecommunications and digital infrastructure now support banking, education, health, government,
retail, entertainment, and business operations. A reliable internet connection can allow a rural
enterprise to reach customers, a student to use learning resources, or a professional to serve a client
abroad. Weak or expensive connectivity can therefore deepen regional and income inequality.

The digital economy is not limited to technology companies. It includes e-commerce, digitally
enabled finance, online content, logistics platforms, government systems, and firms that use data and
software to improve ordinary operations. The PSA estimated that the digital economy accounted for
8.5 percent of GDP in 2024. E-commerce provided the largest share of digital-economy employment,
showing that digitalization increasingly affects traditional trade as well as advanced technology
services (PSA, 2025a).

Digital expansion also creates risks. Firms and government agencies collect personal data, algorithms
may influence prices and access to work, and cyberattacks can interrupt essential services. The Data
Privacy Act requires the lawful and secure processing of personal information. Digital policy must
combine innovation with privacy, cybersecurity, competition, consumer protection, and accessible
systems for complaints and redress ("Republic Act No. 10173," 1992).

5. Finance, insurance, and digital payments

Financial services move savings toward consumption and investment, help households manage risk,
and allow businesses to make and receive payments. Banks, cooperatives, insurance companies,
payment providers, pawnshops, lending firms, and capital markets all perform different functions.
When these services are accessible and well regulated, they can support enterprise growth and
household resilience.

Digital payments have expanded rapidly. The BSP estimated that digital transactions accounted for
57.4 percent of monthly retail-payment volume and 59.0 percent of value in 2024. Merchant
payments were a major driver of this shift (BSP, 2025). Digital payments can reduce transaction time,
improve record-keeping, and make it easier for small firms to sell online. They can also support
government transfers and reduce the need to travel long distances to pay bills.

Access does not guarantee fair use. Consumers may face transfer fees, fraud, mistaken transactions,
aggressive digital lending, or weak understanding of financial products. Some people lack
smartphones, reliable connections, identification, or confidence in digital systems. Financial inclusion
therefore requires affordable accounts, clear information, strong security, responsive complaints
systems, and alternatives for people who cannot use digital channels.

Insurance is another important service because it pools risk. Health, crop, disaster, property, and life
insurance can prevent a shock from becoming a long-term financial crisis. Yet insurance products are



difficult for consumers to assess because the benefit is often received only after a loss. Regulation
must ensure that contracts are understandable, claims are handled fairly, and firms remain financially
capable of paying policyholders.

6. Professional, creative, education, health, and care services

Professional and business services help other firms solve specialized problems. Accountants improve
financial information, engineers design systems, laboratories test products, lawyers clarify contracts,
and consultants help organizations change their operations. These services can raise productivity

across the economy when they are accessible to domestic firms and not limited to large corporations.

Creative industries combine cultural expression, intellectual property, technology, and commercial
activity. Film, music, publishing, design, advertising, games, architecture, and heritage-based
products can create value from Filipino knowledge and identity. The creative economy accounted for
7.3 percent of GDP in 2024 and supported millions of jobs, although many creative workers
experience project-based income and weak social protection (PSA, 2025b). Republic Act No. 11904
created a national framework for developing creative industries, but implementation must also
address copyright, financing, training, distribution, and fair compensation ("Republic Act No.
11904," 2022)

Education, health, social work, and care services directly influence human capabilities. They also
illustrate why service quality cannot be measured only through the number of buildings or workers. A
classroom must produce learning, a health system must prevent and treat illness, and a
social-protection office must deliver timely and appropriate assistance. Care work, including
childcare, elder care, and support for persons with disabilities, is economically necessary even when
it is unpaid or poorly paid. Recognizing, reducing, and redistributing unpaid care can improve gender
equality and labor-force participation.

D. Services Are Not All the Same

1. Tradable and non-tradable services

Tradable services can be sold to customers outside the local area or country. [IT-BPM, software
design, tourism, shipping, online freelancing, and some educational and professional services are
examples. Because they can reach wider markets, tradable services may grow without depending only
on local household spending. They can also earn foreign exchange and expose firms to international
standards.

Non-tradable services are usually consumed near where they are produced. Local retail, haircuts,
urban transport, many health services, and most public administration are examples. These activities
are essential, but rapid growth may be limited by local demand. If many workers enter the same
low-capital activity, earnings may remain low even when employment is high.

The distinction is not permanent. Digital technology can make some previously local services
tradable. A tutor, accountant, designer, or therapist may serve a client online. At the same time,
digital delivery does not remove the need for trust, professional standards, privacy, language skills,
and reliable infrastructure.



2. Knowledge-intensive and labor-intensive services

Knowledge-intensive services rely heavily on education, data, research, and professional judgment.
Software development, engineering, finance, medicine, and scientific services are examples. These
activities often have high productivity and wages because they solve complex problems and can be
sold to large markets.

Labor-intensive services depend strongly on human time and interaction. Hospitality, retail, care
work, transport, and personal services are examples. Labor-intensive does not mean unskilled. A
nurse, cook, driver, caregiver, or repair technician may possess substantial practical knowledge. The
challenge is that productivity may be difficult to raise without reducing quality, and workers often
have weak bargaining power.

3. Formal and informal services

The services sector contains many informal workers and businesses. Informality may allow quick
entry and flexible livelihood, especially where formal jobs are scarce. However, it can also mean
uncertain contracts, limited credit, weak legal protection, and little access to pensions, insurance, or
paid leave.

A useful formalization strategy lowers unnecessary compliance costs while making formal status
valuable. Simplified taxation, digital registration, portable social insurance, legal assistance, training,
and access to government procurement can help small businesses and self-employed workers
participate in formal systems. Enforcement should focus on protecting workers and consumers rather
than merely increasing paperwork.

E. Productivity and Quality in Services

Productivity is commonly measured as output produced for each worker or hour of work. This is
straightforward when output is a standardized physical product, but more difficult for services. A
teacher can be assigned more students, a doctor can shorten consultations, and a driver can make
more trips, but these changes do not necessarily improve learning, health, or safety.

Some services experience what economists call a cost problem created by limited opportunities for
automation. A musical performance still requires musicians, and quality childcare still requires
attention. Wages in these services must rise over time to retain workers even when the number of
clients served per hour changes little. This helps explain why education, health, culture, and care may
become more expensive as an economy develops.

Technology can still improve productivity when it removes unnecessary work rather than reducing
essential human contact. Electronic records can prevent repeated data entry, telemedicine can reduce
travel for appropriate cases, online appointment systems can shorten queues, and digital payments
can reduce handling costs. The value of technology depends on workflow, worker training,
maintenance, data quality, and the availability of alternatives for people who cannot use digital tools.

Management and organization are equally important. A hospital can improve patient flow, a local
government can simplify permits, and a logistics firm can coordinate routes more efficiently. These
improvements may produce large benefits without replacing workers. Good service-sector policy
therefore supports technology, skills, management, and institutional reform together.



Evaluation should combine quantity, cost, quality, and distribution. Relevant indicators include
learning and health outcomes, travel and waiting time, service reliability, safety, affordability,
consumer satisfaction, worker conditions, and access among low-income and remote communities. A
service is not productive when it processes many clients quickly but produces poor outcomes or
excludes those who need it most.

Case Study 1: IT-BPM, Service Exports, and Artificial Intelligence

The Philippine IT-BPM industry shows how a country can export services using human capital,
communications infrastructure, and business organization. The industry includes contact centers,
finance and accounting, health-information management, software, animation, engineering
support, legal-process services, and global in-house operations.

The Philippines developed a strong position because of its English-speaking workforce,
familiarity with overseas markets, large pool of graduates, and ability to operate across time
zones, Industry growth also benefited from telecommunications investment, economic zones,
training partnerships, and experience serving global companies. By the end of 20235, the industry
was on track to support about 1.9 million jobs and approximately US$40 billion in export
revenue (IBPAP, 2023).

These achievements do not remove the need for upgrading. A large share of early industry growth
came from routine voice and back-office tasks. Generative Al, automated customer service,
speech recognition, and process automation can now perform or assist with many of these
functions. This does not mean that all jobs will disappear. It means that the content of work, the
number of workers required for some tasks, and the skills expected by clients may change.

Al can also strengthen the industry. Workers can use tools to summarize documents, translate,
search databases, draft responses, detect patterns, and support decisions. Firms can move toward
cybersecurity, cloud services, data engineering, health analytics, financial technology, software
development, and specialized professional work. However, these opportunities require stronger
education, industry-linked training, secure data systems, and management capable of redesigning
work.

The transition creates distributional questions. A firm may gain productivity while some workers
lose tasks, hours, or jobs. Training should therefore be provided before displacement whenever
possible and should lead to actual roles. Workers need information about how Al affects
performance evaluation and monitoring. Government should support retraining and income
protection while requiring firms receiving public incentives to demonstrate investment in
workers and higher-value activities.

The broader lesson is that comparative advantage can change. English proficiency and labor cost
helped establish the industry, but future competitiveness will depend more on expertise,
innovation, data protection, reliability, and the ability to solve complex problems. The country
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F. Major Opportunities and Constraints

1. Physical and digital infrastructure

Services rely on networks. Roads, ports, public transport, electricity, broadband, payment systems,
and data infrastructure allow people and information to move. Weak infrastructure raises costs across
the sector. A hotel cannot operate reliably without water and electricity, an online worker cannot
serve a client with an unstable connection, and a hospital cannot provide modern care without
equipment and secure information systems.

Connectivity remains unequal across regions and income groups. Government and development
partners have supported reforms and investments intended to expand broadband access, particularly
in underserved areas. These programs should be evaluated through actual household and business
connections, affordability, reliability, speed, and the ability of schools, health centers, and local
governments to use the network effectively (World Bank, 2025b).

2. Education, credentials, and lifelong learning

Many service industries depend directly on communication, judgment, and problem-solving. Weak
foundational literacy and numeracy limit the ability of workers to progress into more complex
occupations. Technical training is also important for health care, tourism, transport, repair, finance,
digital work, and professional services.

Training is most effective when it is connected to real work. Programs should involve employers,
workers, schools, professional associations, and local governments in identifying needs. Credentials
should be understandable to employers and portable across firms. Work-based learning,
apprenticeships, prior-learning recognition, and short courses can help adults upgrade without leaving
the labor market for long periods.



Artificial intelligence makes continuous learning more important. Some tasks will be automated,
others will be reorganized, and new tasks will be created. Workers need both technical skills and
broader capabilities such as communication, verification, ethical judgment, creativity, and the ability
to learn new systems.

3. Competition, information, and regulation

Consumers often cannot fully evaluate a service before purchasing it. Patients depend on medical
professionals, borrowers may not understand complex loan terms, and users may not know how a
platform uses their data. Licensing, disclosure, professional standards, and complaint systems can
reduce these information problems.

Regulation can also create barriers when procedures are slow, inconsistent, or designed to protect
existing providers. Good regulation focuses on safety, quality, fair competition, and accountability
while allowing new firms and delivery models to enter. Digital markets require particular attention
because network effects and control of data can allow a small number of platforms to dominate
access to customers.

4. Regional concentration and urban pressure

High-value service firms tend to locate near universities, airports, large markets, specialized workers,
and reliable infrastructure. This contributes to the concentration of opportunity in Metro Manila,
Cebu, Clark, and a limited number of regional centers. Concentration can support productivity, but it
also increases congestion, housing costs, and regional inequality.

Developing secondary cities requires more than moving government offices or offering tax
incentives. Cities need transport, power, broadband, water, schools, health facilities, safe public
spaces, and capable local government. Local universities and training institutions can support
specialized clusters based on regional strengths, such as tourism, creative industries, logistics, health,
agri-business services, or digital work.

5. Decent work and social protection

Many service workers are paid through temporary contracts, commissions, tips, piece rates, or fees
per task. Work schedules may change according to customer demand, and workers may provide their
own vehicles, devices, or equipment. These arrangements can offer flexibility, but they can also
transfer risk from firms to workers.

Decent work includes adequate and predictable income, safe working conditions, reasonable hours,
freedom of association, protection from discrimination and harassment, and access to social
insurance. The challenge is to extend these protections to people who move between employers,
platforms, clients, or self-employment. Portable benefits and simplified contribution systems can help
workers maintain coverage as their work arrangements change.

6. Environmental pressures

Services also use land, water, energy, and materials. Tourism can damage beaches and ecosystems,
transport creates emissions and congestion, data centers consume electricity and water, hospitals
generate hazardous waste, and real-estate development can increase flood risk. The services sector
should therefore be included in environmental and climate policy.



Environmental regulation can protect the long-term value of a service. Clean water sustains tourism,
efficient public transport reduces congestion, and energy-efficient buildings lower operating costs.
The objective is not to prevent service growth but to ensure that current income does not destroy the
natural and urban systems on which future services depend.

Case Study: Tourism, Carrying Capacity, and Local Development

Tourism depends on environmental quality, public infrastructure, workers, businesses, and
community acceptance. Rapid visitor growth can create jobs and income, but it can also
overwhelm water, sewerage, transport, waste management, housing, and coastal ecosystems.

Carrying capacity is not simply the maximum number of visitors who can physically enter a
destination. It depends on available water, wastewater treatment, roads, emergency services,
environmental sensitivity, housing for workers, and the acceptable effects on residents. The
capacity of a destination can change when infrastructure improves or ecosystems decline.

Boracay illustrates the cost of allowing visitor and business growth to outpace regulation and
infrastructure, The island was closed to tourists for six months in 2018 while government
undertook rehabilitation, enforced environmental requirements, and improved infrastructure, The
closure imposed serious costs on workers and small enterprises, but it also showed that
environmental degradation can threaten the economic foundation of tourism itself (DENR, 2018).

A stronger tourism model uses land-use planning, wastewater treatment, waste reduction, building
standards, transport management, environmental fees, and transparent enforcement before
conditions become critical. It also helps local firms supply food, transport, guiding, crafts, and
cultural experiences so that a larger share of visitor spending remains in the community.

Tourism policy should be resilient to typhoons, disease outbreaks, and climate change.
Destinations need evacuation plans, insurance, diverse markets, and alternative livelihoods during
periods of disruption. The same resilience principle applies to workers, many of whom have
seasonal or temporary contracts,

Suceess should be measured through resident welfare, local income, job quality, small-business
participation, visitor satisfaction, ecosystem condition, and infrastructure pressure. Visitor
numbers are useful, but they can mislead when each additional visitor adds more cost than benefit,

Key Idea: Tourism growth is sustainable only when infrastructure, ecosystems, workers, and
communities can support it. Growth that damages these foundations reduces the destination’s
future economic value.

Guide Questions

1. How can rapid tourism growth impose costs on residents and ecosystems?
2. What does carrying capacity include beyond the physical number of visitors?

3. Why can environmental regulation protect rather than weaken tourism?

4. How can communities retain a larger share of tourism income?




G. Public Services, Education, Health, and Government Capability

Public services deserve separate attention because their purpose is not limited to generating revenue.
Schools, health facilities, social-welfare offices, courts, regulators, and local governments are
expected to protect rights, provide essential services, and support economic activity.

The existence of a facility does not prove that a service is effective. A classroom may lack teachers
and materials, a hospital may lack medicines and staff, and an online government system may simply
transfer a complicated procedure to a website. Policy should examine whether people receive the
intended result at an acceptable cost and within a reasonable time.

Public administration affects private-sector productivity. Delayed permits, inconsistent inspections,
corruption, and unclear rules raise the cost of operating a business. Simplification and digitalization
can reduce these burdens, but they must be accompanied by clear accountability. Automated systems
can reproduce poor rules or exclude users who lack documents and internet access.

Local governments play a major role because they provide health, social, licensing, waste, transport,
and other services. Their capacity varies widely. National programs should provide standards,
interoperable systems, technical assistance, and equalization support so that service quality does not
depend entirely on the wealth of the locality.

H. Decent Work and Workers’ Rights in the Services Sector

Because services employ most Filipino workers, the quality of service-sector jobs strongly affects
household welfare. Workers’ rights are not separate from productivity. Unsafe work, excessive hours,
discrimination, and unpredictable income increase turnover and reduce the ability of workers to
develop skills.

The Labor Code and related laws protect minimum labor standards, occupational safety, freedom of
association, and other rights. Republic Act No. 11551 requires labor education in the tertiary
curriculum so that students understand labor rights, responsibilities, and relations before entering the
workforce ("Republic Act No. 11551," 2021).



Core Workers’ Rights and What They Mean in the Service Sector

Every service worker has the right to dignity, fairness, and respect at work.

CORE RIGHT WHAT IT MEANS IN THE SERVICE SECTOR: EXAMPLES
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g Right to Form Workers can organize or Service workers (e.g., BPO, retail,
' ? and Join join labor unions to protect transport, hotel staff) can form or join
f p their collective interests 3 TOGETHER : unions to negotiate better wages, benefits,
Unions and improve conditions. WE ARE STRONGER and working conditions.
v . No worker should be treated Every worker deserves equal opportunity,
Right Against unfairly due to gender, religion, fair t?"eatment, and respe?:t in h'?:?ng, g

age, civil status, disability,
or background.

Discrimination promotion, pay, and daily interactions.

®

When workers know their rights, workplaces become fairer, safer, and more productive. .
Let’s build a service sector that values people and their work.

v/

Rights must be adapted to changing work arrangements. A worker should not lose all protection
simply because pay is received through an application or because several clients are involved. At the
same time, rules should distinguish genuine self-employment from arrangements in which a firm
controls the work while avoiding employer responsibilities.

Case Study: Platform Waork — Flexibility, Information, amnd Unegual Kisk
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Developing a More Productive and Inclusive Services Sector

1. Build networks that lower the cost of serving people and firms

Infrastructure policy should treat transport, broadband, electricity, payments, and logistics as
connected systems. Investments should be selected according to the service problem they solve. A
road that reduces travel time, a broadband link that connects schools and businesses, or a port reform
that lowers delays can improve productivity across many industries. Maintenance and service
reliability are as important as construction.

2. Upgrade skills and management, not only technology

Technology produces weak results when workers are unprepared or organizations do not redesign
their processes. Training should be linked to occupations and should include supervisors and



managers, not only entry-level workers. Small firms also need support in accounting, customer
service, digital security, inventory, pricing, and market research.

3. Expand tradable and high-value services while improving essential local services

The Philippines should continue developing IT-BPM, software, creative, professional, health,
education, logistics, and other services that can reach international markets. However, service-export
promotion should not draw all skilled workers and public support away from domestic needs. A
strong economy requires reliable local transport, health, education, finance, retail, and government
services as well as export earnings.

4. Help small firms formalize and join larger value chains

Small service enterprises can become more productive when they join cooperatives, business
networks, franchises, supplier programs, or digital marketplaces. Government can help them meet
standards, obtain finance, use shared facilities, and sell to larger firms or public agencies. The goal
should be capability building rather than dependence on repeated subsidies.

5. Spread opportunity beyond major metropolitan areas

Regional service development should build on local strengths and demand. A province may develop
health services, tourism, logistics, creative industries, agri-business support, or digital work. Success
requires local institutions, infrastructure, training, and coordination rather than a building labeled as

an economic hub without firms and workers able to use it.

6. Protect consumers, workers, data, and the environment

Service-sector regulation should respond to the specific risks of each activity. Financial services
require prudential and consumer protection, health and education require quality standards, platforms
require data and labor safeguards, and tourism requires environmental management. Regulation
should be transparent, proportionate, and regularly reviewed so that it protects the public without
becoming a barrier used by established providers against new competitors.

7. Coordinate services policy with agriculture and industrial policy

The country should avoid a false choice between services and manufacturing. Competitive production
requires logistics, finance, engineering, software, research, marketing, and maintenance, while many
services depend on physical investment and goods. Policy should strengthen these linkages so that
service growth creates domestic demand for agriculture and industry and helps local firms move into
more complex value chains.
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Let’s Review

The services sector creates value through actions, expertise, access, information, care, organization,
and experiences. It includes trade, transport, finance, communications, professional services, tourism,
education, health, government, creative activities, and personal services.

Services account for most Philippine output and employment, but the sector contains both
high-productivity and low-productivity activities. Its size alone does not show whether workers
receive adequate wages, security, training, or opportunities for advancement.

Services support agriculture and industry through logistics, finance, research, design, software,
maintenance, marketing, and other inputs. Modern products increasingly combine physical goods
with services.

The Philippines has important strengths in IT-BPM, tourism, creative work, and digitally enabled
services, but technology and international competition require continuous upgrading. Comparative
advantage changes when skills, costs, and technology change.

Digital platforms and payments can expand access and reduce transaction costs, but they also create
risks involving data, fraud, job security, algorithmic control, and unequal access. Regulation should
preserve useful innovation while protecting users and workers.

Tourism and other place-based services depend on infrastructure, environmental quality, and
community participation. Growth should be evaluated through local income, job quality, resident
welfare, and sustainability rather than only visitor or transaction counts.

Education, health, care, and public administration influence both welfare and productivity. Their
success should be measured through outcomes, quality, equity, reliability, and accessibility.

Key Takeaway

The services sector is the Philippines’ largest source of output and employment, but its development
should not be measured only by its size. The central objective is to expand productive and tradable
activities, improve essential public and local services, protect workers and consumers, and strengthen
the links among services, agriculture, and industry.
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