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ABSTRACT

Unemployment remains a major concern in the Philippines despite
periods of sustained economic growth. This study examines the
macroeconomic determinants of unemployment in the Philippines
from 1996 to 2025 by analyzing the effects of GDP growth rate, in-
flation rate, trade openness, foreign direct investment (FDI) net in-
flows, population growth rate, and structural break variables repre-
senting the Global Financial Crisis and the COVID-19 pandemic. Us-
ing annual time-series data, the study employs multiple linear re-
gression through the Ordinary Least Squares (OLS) method to de-
termine the relationships among macroeconomic variables and un-
employment. Results indicate that population growth rate, trade
openness, and the COVID-19 pandemic have significant positive ef-
fects on unemployment, while GDP growth rate, inflation rate, FDI
net inflows, and the Global Financial Crisis show no significant ef-
fects. The findings suggest that unemployment in the Philippines is
influenced more by structural conditions than by traditional macro-
economic relationships. Rapid population growth contributes to la-
bor supply pressures, while trade openness creates varying employ-
ment outcomes across domestic industries. Additionally, the COVID-
19 pandemic significantly disrupted labor market conditions. The
study highlights the importance of strengthening the economy’s ca-
pacity to absorb a growing workforce through employment-ori-
ented policies and structural improvements.
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Introduction

A key indicator of an economy's capacity to
generate productive jobs relative to its labor
pool is unemployment. Unemployment, de-
fined as the inability of willing and able individ-
uals to secure employment, remains a persis-
tent challenge across both developed and de-
veloping economies. Despite periods of sus-
tained economic growth, many countries expe-
rience difficulties in ensuring that such growth
translates into sufficient and inclusive job crea-
tion. This persistence implies that economic
growth alone does not ensure better labor mar-
ket outcomes, because structural and macroe-
conomic factors influence how labor markets
react and absorb new workers (Solarin et al,
2025).

Recent labor force data highlight this chal-
lenge in the Philippine context. According to
the Philippine Statistics Authority (2026), the
unemployment rate rose to 5.8% in January
2026, equivalent to about 2.96 million unem-
ployed persons, alongside a decline in total em-
ployment. This trend underscores the continu-
ing challenge of translating economic growth
into employment opportunities, particularly in
an environment where labor supply expands
rapidly. Population growth and labor force ex-
pansion intensify this pressure by increasing
the pool of job seekers faster than jobs are cre-
ated, thereby constraining the economy’s ab-
sorptive capacity (Lubbock, Merin, & Gonzalez,
2022).

Employment dynamics are further compli-
cated by structural labor market mismatches,
including sectoral imbalances, regional dispar-
ities, and skill mismatches. In the Philippine
context, employment gains have been concen-
trated in service-oriented sectors, while labor-
intensive sectors such as manufacturing have
expanded more slowly, limiting opportunities
for low- and middle-skilled workers (Castillo,
Abante, & Vigonte, 2024). These structural lim-
itations have contributed to overseas labor mi-
gration, with remittances reflecting both the
global demand for Filipino labor and the do-
mestic economy's limited capacity to generate
sufficient employment.

While structural explanations are funda-
mental, macroeconomic conditions play a sig-
nificant role in shaping labor market outcomes

through their influence on production, invest-
ment, and aggregate demand. The relationship
between economic growth and unemployment
is frequently explained by Okun's Law, which
posits that higher output growth leads to lower
unemployment as firms increase production
and hiring (Ball, Leigh, & Loungani, 2017).
However, empirical data suggests that this as-
sociation has been rather weak in the Philip-
pines, where services and consumption have
largely driven economic growth more than la-
bor-intensive industrialization (OECD, 2026).
Consequently, increases in output have not al-
ways translated into corresponding employ-
ment gains.

Inflation also affects employment dynamics
through its impact on real wages, purchasing
power, and production costs. Traditional
frameworks such as the Phillips Curve suggest
an inverse short-run relationship between in-
flation and unemployment; however, recent
Philippine studies indicate that this relation-
ship is unstable and context-dependent. In de-
veloping economies such as the Philippines, the
relationship remains complex because of price
volatility, wage rigidities, and labor market ad-
justments (Janoras, Abante, & Vigonte, 2024).
In the post-pandemic Philippine context, evi-
dence further shows that shifts in inflation are
closely associated with changes in employment
conditions during the recovery period, rein-
forcing the evolving and non-linear nature of
this relationship (Guanio et al.,, 2024).

External economic forces further shape un-
employment outcomes. Trade openness and
foreign direct investment (FDI) also influence
unemployment through their effects on market
access, investment, and productivity. However,
their employment impacts vary depending on
domestic absorptive capacity, sectoral alloca-
tion, and broader economic conditions (An-
dolfatto et al.,, 2020).

Labor market trends have also been influ-
enced by major economic shocks. The COVID-
19 pandemic caused substantial job losses and
increases in unemployment and underemploy-
ment. The pandemic also introduced structural
disruptions that should be considered when ex-
amining unemployment dynamics over time.

Existing studies have established the indi-
vidual effects of macroeconomic variables such
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as economic growth, inflation, trade openness,
and foreign direct investment (FDI) on unem-
ployment. However, these variables have often
been examined independently or within lim-
ited analytical frameworks. Consequently, evi-
dence on their combined influence on unem-
ployment over an extended period in the Phil-
ippine context remains limited, particularly
considering recent economic disruptions and
evolving structural conditions.

This study examines the macroeconomic
determinants of unemployment in the Philip-
pines from 1996 to 2025 using GDP growth, in-
flation, trade openness, foreign direct invest-
ment (FDI) net inflows, and population growth
within a unified empirical framework.

Review of Related Literature

Gross Domestic Product (GDP) Growth
Rate. Theoretically, the effect of economic
growth to unemployment is grounded in a
work of Arthur M. Okun. During the mid-20th
century, he first observed how the change in
output negatively correlates with the change in
unemployment. His view then formalized the
concept of Okun’s Law, where an increase of ag-
gregate output corresponded to a decrease of
unemployment later on. Furthermore, the law
simply suggests that a growing economy that
could cater more job creation eventually re-
duces unemployment rate to suffix the addi-
tional production needs. Bluedorn et al. (2021)
also explained the sensitivity of unemployment
to product fluctuations. Whereas, those with
advanced economies typically hold greater re-
sponsiveness to labor demand than those
emerging countries, further reflecting the vari-
ations across countries, its economies and de-
mographic groups. Similarly, Chen (2022) con-
firmed that there is an inverse relationship be-
tween unemployment and GDP growth in ac-
cordance with the Okun's law; however, there
were some differences in coefficients between
different countries. Notably, certain economies
were found to be more sensitive to GDP
changes compared to conventional economic
models due to various structural and institu-
tional reasons.

Collectively, the literature identifies GDP

dynamics. Consistent with the principles of
Okun’s Law, higher economic growth is gener-
ally associated with a decline from their unem-
ployment levels. However, empirical findings
suggest that the strength of this relationship
varies across countries because of differences
in labor market conditions, economic structure,
and institutional characteristics.

Inflation Rate. A fundamental framework
that guides the relationship of inflation rate
and unemployment is the Phillips Curve.
Humphrey (2023) documented in their litera-
ture several early pioneers and discovered the
idea did not gain wide acceptance until the
1960s. The literature simply suggests an in-
verse connection of unemployment and infla-
tion rate. This accounts for a situation where
unemployment is low, companies tend to com-
pete to hire workers, leading to a faster wage
increase, and vice versa. As wages were a major
cost for these companies, an increase on wages
is also an increase on their prices, driving the
inflation higher. In the short-run, a trade-off be-
tween unemployment and inflation are not
usually observed to be low at the same time.
Meanwhile, Greenlaw et al. (2022) stated that
in their macroeconomic analysis that along this
curve, it illustrates the idea of having a tight la-
bor market corresponds to higher inflation and
that a weak labor market results in lower infla-
tion.

Literature reveals a dynamic relationship
between the variables, reflecting the inter-
twined connection of price movements with la-
bor market conditions. Further showing a de-
mand-driven mechanism, where tight labor
markets push firms to raise their wages as a
strategy to attract more workers. Hence, they
subsequently increase their production costs
that lead to higher prices over time. Although
earlier theories supported the opposite direc-
tion between the movement of unemployment
and inflation, newer literature shows that this
relationship eventually became weaker. Fur-
ther indicating that inflation expectations,
monetary policy interventions, globalization,
technological advancement, and structural
changes in labor markets have weakened the
responsiveness of inflation to unemployment.

growth rate as a fundamental macroeconomic  Consequently, these developments have
driver  that influences unemployment
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contributed to the flattening of the Phillips
Curve observed in many economies.

Trade Openness. Mushtaq et al. (2022) ex-
plained that globalization extends beyond in-
ternational trade. This also includes financial
transactions, technology transfer, and
knowledge exchange. The literature laid both
positive and negative effects of globalization on
employment opportunities. As evident, globali-
zation has the potential to generate employ-
ment through higher production, productivity,
and economic development. At the same time,
it may subsequently bring higher unemploy-
ment risks driven by the domestic competition
from foreign nations, in instances where the lo-
cal labor market cannot cope with the external
competition. Furthermore, Polat and Andrés
(2017) found trade openness has conditional
influence on labor market dynamics. Their
findings revealed that trade openness may not
always result in economic growth, unless there
is sufficient labor market flexibility. In addition,
Anjum and Pervaiz (2016) explored both labor-
abundant and capital-abundant countries and
identified that there is a significant long-run
connection between trade openness and unem-
ployment. The study demonstrated that in la-
bor-abundant economies, observed expansions
of labor-intensive exports were contributed by
greater openness. In contrast, capital-abundant
countries tend to face higher structural unem-
ployment, whereas trade encourages a shift to-
ward capital-intensive production with fewer
workers.

Foreign Direct Investment (FDI) Net In-
flows. The empirical literature indicates that
the employment impact of FDI depends heavily
on domestic absorptive capacity and regula-
tory frameworks. Hakim et al. (2023) high-
lights that employment outcomes rely on the
impact of FDI towards the capacity of the coun-
try to invest accordingly and how flexible its la-
bor market is. Factors such as its capacity to
utilize new technology, skills, and investments;
how effectively it allocates investments across
industries; and its regulations of the laws that
affect hiring and wages that may influence the
job creation process. Their findings indicate
that FDI’s influence on the level of job creation
depends on the country’s overall conditions
and policies. Aldaba and Quejada (2022)

further illustrate this conditionality. In the Phil-
ippine context, foreign investment contributes
to creating jobs and improving productivity,
both directly and indirectly through skills, net-
works, and global connections. FDI spillover in
the country creates a stronger connection of lo-
cal firms to global markets, investing to direct
jobs in foreign companies. Likewise, it also im-
proves indirect benefits that enhance employ-
ment overall. However, the conditions depend
on the government policies for ensured effec-
tiveness. The literature further suggests that
support in investment and the capability of the
local industries to enter and compete within
the foreign firms were among those factors that
could bring significant effect of FDI in the econ-
omy.

Population Growth Rate. Demographic ex-
pansion directly expands labor supply, creating
labor market imbalances when job creation
fails to keep pace. Previous literature showed
that population growth may indicate signifi-
cant implications as one of the macroeconomic
drivers of unemployment. Findings implied
that in times when labor regulations match the
economic status, increasing labor force partici-
pants from the growing population may also in-
crease employability. However, when the econ-
omy is not yet capable to cater additional labor,
population growth may only lead to a growing
unemployment rate. This is further under-
scored by Fuchs et al (2017), stating how pop-
ulation growth has a significant influence on
the labor force due to the expansion of the labor
supply. Population growth rate often translates
into larger labor force, as population increases,
people who can work also increases. However,
if the economy would not be able to cater to the
growing labor force, jobs were not enough,
leading to many people to remain unemployed.
These reflect that although population growth
increases labor supply, if there is no sufficient
place available for them in the labor demand,
the economy could still hold a larger unemploy-
ment rate. Menike et al. (2018) extends the con-
cept where rapid population growth can be a
significant driver of unemployment cases, spe-
cifically for developing countries. Even when
the population continued to expand the labor
force of a developing country, jobs were still of-
ten slowly created; this resulted in labor
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market imbalances rather than a growing labor
market. In arelated analysis, Rabui et al. (2019)
indicated a statistically significant positive re-
lationship, wherein in a 1% increase in the pop-
ulation there is also a substantial rise in unem-
ployment cases. This outcome is attributed to
the expansion of the labor force without the
corresponding treatment in increasing the em-
ployment opportunities, manifesting labor
market imbalances. Gideon (2017) further sug-
gested that the rapid growth of the population
is a huge driver to the rising unemployment
rates. The findings emphasized that when pop-
ulation growth greatly exceeds the capacity of
the country to provide significant job availabil-
ity, this could gradually extend to as a con-
straint for the country’s economic develop-
ment.

Economic Crises. The 2008 Global Finan-
cial Crisis (GFC) where there was a significant
collapse of the global financial institutions and
credit markets that triggered the whole world
into contracting their output and investment.
Hesse (2016) emphasizes this crisis as the
cause of widespread reductions in labor de-
mand, wage compression, and erratic increases
in unemployment across affected economies.
As also noted by Lei et al. (2023), financial cri-
ses can foster long-lasting effects on both the
job creation and real economy. Because of the
labor market frictions, unemployment persists
as jobs are easily lost and recovery from these
takes longer. These findings indicate that it can
be seen that financial instability does not only
affect the financial sector, but it also spreads to
the whole economy.

Meanwhile, the COVID-19 pandemic repre-
sented the health-induced global shock that is
affecting employment. The World Health Or-
ganization (WHO) identified this phenomenon
as the rapid spread of the virus that corre-
sponds to the need of extensive public health
interventions such as, lockdowns and social
distancing, that significantly drives economic
disruption. Debuque-Gonzales et al. (2023)
document that in the Philippines, the pandemic
brought significant job losses, reductions in
working hours, and decline in wages rates.
These findings illustrate the wide effect of the
pandemic, not just on the health sector of the

country, but also within the economic activities
and transactions.

Both the GFC and COVID-19 resulted in sud-
den labor demand contractions. Several anal-
yses of these crises highlight common means of
labor market impacts. International Monetary
Funds (IMF) reports for 2024 and the ASEAN+3
Macroeconomic and Research Office (AMRO)
assessments on 2024 both indicate the post-
pandemic recovery strategies that helped to
stabilize employment and support economic
resilience. Based on these reports, it was found
that government actions contributed in pro-
tecting the jobs and stabilizing the economy af-
ter crises like these. Collectively, the literature
suggests that the labor market consequences of
economic crises depend not only on the magni-
tude of the shock but also on the effectiveness
of government interventions and institutional
responses.

Materials and Methods

A quantitative correlational design was
used to examine the relationship between the
unemployment rate and five macroeconomic
variables in the Philippines from 1996 to 2025.
The variables were GDP growth rate, inflation
rate, trade openness, FDI net inflows, and pop-
ulation growth rate. Two binary dummies
marked the Global Financial Crisis (2008-
2009) and the COVID-19 years (2020-2021).

The sample contained 30 annual observa-
tions. Estimation was carried out by ordinary
least squares (OLS).

Economic Model

Unemployment rate served as the depend-
ent variable. The empirical model was specified
as follows:

UNEM = B, + B,GDP + B,CPI + B;0PEN +
B4FDI + BsPOP + BsGFC + B,COVID + €

Where:
UNEM = Unemployment Rate
GDP = GDP growth rate
CPI = Inflation rate
OPEN = Trade openness
FDI = Foreign direct investment
POP = Population growth rate
GFC = Global Financial Crisis dummy
COVID = COVID-19 dummy
€ = Error term
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Each coefficient shows the change in unem-
ployment associated with a one-unit move-
ment in the corresponding variable when the
others are held fixed. OLS selected the values
that minimized the residual sum of squares.

Data

The Unemployment and GDP growth rates
were taken from the Philippine Statistics Au-
thority OpenSTAT database. Inflation rates
came from the Bangko Sentral ng Pilipinas.
Trade openness, FDI net inflows, and popula-
tion growth rates were obtained from the
World Bank. Figures for the final year were
checked against Worldometer and other pub-
lished releases. The series were entered into
Excel, cleaned for consistency, and saved as un-
employmentrate.xlIsx.

Estimation and Diagnostics

Analysis was performed in RStudio (R Core
Team, 2021). Means, standard deviations, min-
ima, and maxima were calculated for every se-
ries.

Time-series properties were assessed using
the Augmented Dickey-Fuller (ADF) test. While
unit root dynamics were observed across se-
lected series—a common occurrence in finite
macroeconomic time-series datasets (N=30)—
standard differencing and logarithmic transfor-
mations were evaluated. To preserve the direct
long-run structural relationships and economic
interpretability of the level variables within a
unified baseline framework, estimation via Or-
dinary Least Squares (OLS) was retained along-
side structural shock controls.

Post-estimation diagnostic testing con-
firmed that the empirical model fulfills key

Table 1. Descriptive Statistics

classical linear regression assumptions. Func-
tional form and specification adequacy were
supported by the Ramsey RESET (p = 0.2903)
and Rainbow (p = 0.8023) tests. Normality of
residuals was established via the Shapiro-Wilk
test (p = 0.8922), while constant variance was
confirmed through the Breusch-Pagan test (p =
0.2016). The Breusch-Godfrey test (p = 0.4906)
and Durbin-Watson statistic (0.3718) indicated
no serial correlation, and Variance Inflation
Factor (VIF) values ruled out severe multicol-
linearity.

Overall model significance was evaluated
using the F-test, while goodness of fit was
measured using R-squared and adjusted R-
squared, with all statistical hypothesis tests
evaluated at the 5 percent significance level. Bi-
nary crisis dummies were specified as 1 during
active shock periods (2008-2009 for the Global
Financial Crisis and 2020-2021 for the COVID-
19 pandemic) and 0 otherwise. Controlling for
structural breaks in this manner follows estab-
lished macroeconomic modeling conventions
(Gujarati & Porter, 2009; Wooldridge, 2016;
Enders, 2015) and extends the empirical scope
beyond earlier baseline estimates in the Philip-
pine literature (e.g., Caligagan, Ching, & Suin,
2018).

Result

This section presents the empirical findings
on the determinants of the Philippine unem-
ployment rate from 1996 to 2025. Table I pre-
sents the summary statistics of the dependent
and independent variables, followed by the Or-
dinary Least Squares (OLS) regression esti-
mates.

Variable Mean SD Min Max
Unemployment Rate 7.678 2.301 3.826 12
GDP Growth Rate 4.78 3.232 -9.5 7.6
Inflation Rate 4.4 2.156 0.7 9.4
Trade Openness 70.49 10.05 55.83 87.58
FDI Net Inflows 1.77 0.75 0.514 3.122
Population Growth Rate 1.68 0.539 0.76 2.556

The unemployment rate was found to be
7.678% on average, with a range of 3.826% to
12%. The average GDP growth rate was 4.78%,

where the lowest value was -9.5% and the high-
est was 7.6%. The average inflation rate was
4.4%, varying from 0.7% to 9.4%. Meanwhile,

[JMABER

3320

Volume 7 | Number 8 | August | 2026



Mortel et al, 2026 / Macroeconomic Determinants of Unemployment in the Philippines

trade openness and population growth rates

foreign direct investment net inflow average

were 7049 and 1.68, respectively, while was1.77.

Table 2. Regression Coefficients and Significance
Variable Coefficients P-Values Significance
Intercept -3.7156 0.0183 Significant
GDP Growth Rate -0.0867 0.1735 Not Significant
Inflation Rate -0.1403 0.1167 Not Significant
Trade Openness 0.1136 0 Highly Significant
FDI Net Inflows -0.373 0.1295 Not Significant
Population Growth Rate 2.8529 0 Highly Significant
Global Financial Crisis 0.2241 0.7482 Not Significant
COVID-19 Pandemic 4.100 0.0001 Highly Significant

The estimated empirical regression model is expressed in Equation (1):
UNEM = —3.7156 — 0.0867(GDP) — 0.1403(CPI) + 0.1136(OPEN) — 0.373(FDI)
+2.8529(POP) + 0.2241(GFC) + 4.100(COVID)

The results from the regression show that
there is a statistically significant influence of
population growth rate, trade openness, and
COVID-19 pandemic dummy variable on the
unemployment rate in the Philippines at 5%
level of significance. Population growth rate
has a positive coefficient of 2.8529, meaning
that when population growth rate changes by 1

Table 3. Goodness of Fit and Model Summary

percentage point, the unemployment rate
changes positively by 2.8529 percentage point.
Trade openness shows a positive relationship
with unemployment rate, having a coefficient
of 0.1136. The coefficient of COVID-19 pan-
demic dummy variable is 4.100, highlighting a
marked rise in unemployment during 2020-
2021.

Measure Value
R-squared 0.9099
Adjusted R-squared 0.8813
F-statistic 31.75
Prob (F-statistic) 4.44 x 1071°

The regression model produces an R-
squared coefficient of 0.9099 and an adjusted
R-squared coefficient of 0.8813. The implica-
tion is that 88% of the variance in unemploy-
ment can be attributed to the variables and
structural dummy variables included in the
model. Additionally, the F-statistic is equal to
31.75, with an associated highly significant p-
value of 4.44 x 107*°, This result implies that
the set of explanatory variables in the model
statistically explain the variation in unemploy-
ment levels. With this, the model exhibits
strong explanatory power, reflecting the com-
bined effects of the included macroeconomic
variables and structural dummies over the
sample period.

Discussion

The Ordinary Least Squares (OLS) regres-
sion analyzing the macroeconomic determi-
nants of the Philippine national unemployment
rate from 1996 to 2025 demonstrates high ex-
planatory power, with an Adjusted R-squared
of 0.8813 (accounting for approximately 88%
of the variance in unemployment) and diagnos-
tic checks confirming statistical reliability and
freedom from specification bias. The empirical
findings indicate that national unemployment
is predominantly driven by structural demo-
graphic expansion, import-dependent trade
dynamics, and severe real-economy exogenous
shocks, rather than by conventional macroeco-
nomic growth indicators or cyclical output fluc-
tuations.
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Among the explanatory variables, the pop-
ulation growth rate emerged as the most signif-
icant and potent determinant of joblessness.
This substantiates a persistent demographic
burden where rapid workforce expansion con-
sistently outpaces the economy's structural ca-
pacity for labor absorption, intensifying labor
market competition and transforming poten-
tial workforce assets into elevated unemploy-
ment pressures (Gideon, 2017; Rabiu et al,
2019). Additionally, trade openness exhibited a
statistically significant positive relationship
with unemployment. Underscoring the vulner-
abilities of an import-dependent economic
structure, greater trade integration exposes
non-competitive domestic industries—partic-
ularly those with weak technological capacity
or high import dependence—to foreign compe-
tition, causing structural labor friction and
worker displacement (Anjum & Pervaiz, 2016).

The COVID-19 pandemic dummy variable
exerted a dominant upward impact on unem-
ployment, adding approximately 4.10 percent-
age points to baseline joblessness during
2020-2021. Government-mandated lock-
downs, mobility restrictions, and business clo-
sures produced immediate supply and demand
shocks that directly restricted physical opera-
tions in labor-intensive sectors such as ser-
vices, retail, transportation, tourism, and infor-
mal work (Debuque-Gonzales & Corpus, 2023).
In contrast, the Global Financial Crisis (GFC)
dummy was statistically non-significant. This
distinction confirms that the Philippine labor
market was far more vulnerable to domestic
disruptions halting real-economy operations
than to external financial shocks transmitted
primarily through global investment and de-
mand channels.

Crucially, traditional macroeconomic indi-
cators—specifically real GDP growth, con-
sumer price index (CPI) inflation, foreign direct
investment (FDI) net inflows, and the GFC
dummy—yielded no statistically significant
short-run impact on unemployment, demon-
strating a structural divergence from founda-
tional economic theories. The weak relation-
ship between GDP growth and joblessness re-
flects persistent "jobless growth,"” where eco-
nomic expansion is concentrated in capital-in-

tensive or technology-driven sectors with lim-
ited workforce absorption. Effective strategies
must focus on targeted industrial development,
strengthening domestic supply chains against
import displacement, and directing capital into
high-absorption, labor-intensive industries to
align workforce growth with domestic indus-
trial capacity.

Conclusion

The OLS regression analysis identified pop-
ulation growth rate, trade openness, and the
COVID-19 pandemic as the statistically signifi-
cant macroeconomic determinants of unem-
ployment in the Philippines over the period
1996-2025. Population growth rate exhibited a
positive relationship with unemployment, indi-
cating that labor force expansion outpaced em-
ployment generation during the study period.
Similarly, trade openness demonstrated a sig-
nificant positive association with unemploy-
ment, suggesting that greater integration into
international trade may have contributed to
employment displacement in less competitive
domestic sectors. Furthermore, the COVID-19
pandemic dummy variable captured a substan-
tial exogenous shock that significantly elevated
national unemployment rates. In contrast, GDP
growth rate, inflation rate, FDI net inflows, and
the Global Financial Crisis (GFC) dummy varia-
ble were not found to have statistically signifi-
cant effects on unemployment within the esti-
mated model.

These findings indicate that structural la-
bor market conditions and severe exogenous
economic shocks play a more prominent role in
explaining unemployment in the Philippines
than routine macroeconomic fluctuations. The
results underscore the importance of aligning
labor force growth with domestic employment
generation, enhancing shock-responsive labor
market policies, and improving the competitive
capacity of local industries to absorb an ex-
panding workforce. By providing updated em-
pirical evidence using data from 1996-2025,
this study contributes to the understanding of
unemployment dynamics in the Philippine
economy and offers evidence to support tar-
geted labor and economic policy formulation.
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Policy Recommendation
Based on the findings, several policy impli-

cations may be considered to improve labor

market outcomes in the Philippines.

e Investment in Human Capital. The gov-
ernment may strengthen the implementa-
tion of the Academic Recovery and Accessi-
ble Learning (ARAL) Program (RA 12028)
to improve workforce skills and employa-
bility. Complementing human capital devel-
opment with policies that encourage labor-
intensive industries may help expand em-
ployment opportunities for the growing la-
bor force.

e Protection of Local Industry. Policymak-
ers may enhance the implementation of the
Price Act (RA 7581) through data-driven
mechanisms that promote price stability
for essential commodities. Stable produc-
tion costs may help domestic firms main-
tain employment levels and improve their
resilience during periods of global eco-
nomic uncertainty.

¢ Promotion of Inclusive Growth. The gov-
ernment may continue implementing the
Corporate Recovery and Tax Incentives for
Enterprises to Maximize Opportunities for
Reinvigorating the Economy Act (CREATE
MORE Act, RA 12066) to strengthen the in-
vestment climate. Stable fiscal incentives
and a predictable policy environment may
encourage greater investment in labor-in-
tensive industries and support employment
generation.

Limitation and Directions for Future Re-

search
This study presents several structural and

analytical limitations that offer avenues for fu-
ture investigation:

e Data Frequency and Aggregation: The
analysis relied on annual time-series data,
which may not capture short-run quarterly
fluctuations or localized regional labor
market disparities. Future research could
utilize quarterly or disaggregated regional
panel datasets to examine localized labor
market responses.

e Model Scope: The empirical framework fo-
cused on core macroeconomic and crisis in-
dicators, omitting structural factors such as

institutional quality, educational attain-
ment, wage rigidities, and broader fiscal-
monetary policy shifts. Incorporating these
variables may enhance model specification
and explanatory power.

e Econometric Framework: Due to sample
size constraints (N = 30), estimation was
conducted via Ordinary Least Squares
(OLS). Future studies with extended time
horizons should apply dynamic cointegra-
tion frameworks, such as Autoregressive
Distributed Lag (ARDL) or Vector Error
Correction Models (VECM), to evaluate
both short-run adjustment dynamics and
long-run equilibrium relationships among
the variables.
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The main findings (novelty) and why
they are important and useful:

This study provides an updated analysis of
unemployment in the Philippines by examining
multiple macroeconomic determinants within
a unified framework covering the period 1996-
2025, while accounting for structural shocks
such as the COVID-19 pandemic. Building on
previous studies that examined selected mac-
roeconomic variables or shorter time periods,
this research integrates GDP growth rate, infla-
tion rate, trade openness, foreign direct invest-
ment (FDI) net inflows, population growth rate,
and crisis dummy variables to provide a more
comprehensive assessment of unemployment
dynamics.

The findings indicate that unemployment in
the Philippines is influenced more by structural
factors than by conventional macroeconomic
relatioonships. Population growth rate
emerged as the most significant determinant,
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suggesting that labor force expansion contin-
ues to outpace the economy's capacity to gen-
erate sufficient employment opportunities.
Trade openness was also found to have a statis-
tically significant positive effect on unemploy-
ment, indicating that greater integration into
global markets may produce uneven employ-
ment outcomes across domestic industries. In
contrast, GDP growth rate, inflation rate, and
FDI net inflows did not exhibit statistically sig-
nificant effects on unemployment within the
estimated model, suggesting that these macro-
economic indicators alone may not adequately
explain labor market outcomes during the
study period. Moreover, the COVID-19 dummy
variable was statistically significant, indicating
that the pandemic substantially affected unem-
ployment and underscoring the vulnerability of
the Philippine labor market to external eco-
nomic shocks.

These findings contribute to the literature
by providing updated post-pandemic evidence
on the macroeconomic and structural determi-
nants of unemployment in the Philippines over
the period 1996-2025. The results highlight
the importance of considering structural labor
market conditions alongside conventional mac-
roeconomic indicators when analyzing unem-
ployment dynamics. They also have implica-
tions for employment-oriented policies, partic-
ularly those aimed at strengthening labor-in-
tensive industries, enhancing human capital
development, and improving the economy's ca-
pacity to generate productive employment.
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