


Impact of COVID-19 on the Low-Income
Housing Market Systems in the Philippines

Prepared for

:-fﬁ- Habitat

for Humanity®

Terwilliger Center for
Innovation in Shelter

Consultants

Md. Rubaiyath Sarwar
Lead Consultant

Denise Subido
Local Consultant

Faria Mridha Nitisha
Research Associate

Contact

Md. Rubaiyath Sarwar
Managing Director
Email: rubaiyath.sarwar@innovision-bd.com

INNC VISION

Innovision Consulting Private Limited
Plot 26 Road 6 Block J Baridhara
Pragati Sarani Dhaka 1212

Email: info@innovision-bd.com
Website: Innovision-bd.com



mailto:info@innovision-bd.com

TABLE OF CONTENTS

Table of Contents 3
Acknowledgements 5
Acronyms 6
Executive Summary 7
Chapter 1: Introduction 1
1.1 Background 1
1.2 Objectives of the Study 13
1.3 Scope 14
Chapter 2: Methodology 16
2.1 In-depth Interviews 16
2.2 Key Informant Interviews 17
2.3 Data Analysis 18
2.4 Limitations of the Study 18
Chapter 3: COVID-19 in the Philippines 20
3.1 Imposition of quarantine measures to combat the spread of COVID-19 in the Philippines................... 21
Chapter 4: Housing Crisis in THE Philippines before COVID-19 25
4.1 Government and Private Sector Response to the Housing Backlog 26
4.2 Housing Demand and Supply Outlook 27

Chapter 5: Housing Market System$S of THE Philippines and Policies and Programs related to the
Housing Sector 29




5.1 Housing Policy and Programs 38

Chapter 6: Impact of COVID-19 on the Housing Market Systems of the Philippines 42
6.1 Impact of COVID-19 on the Demand Side of the Housing Market 42
6.2 Impact of COVID-19 on the Supply Side of the Housing Market 46
6.3 Impact of COVID-19 on the Support System of the Housing Market 49
6.4 Impact of COVID-19 on the Government Policies and Programs for the Housing Market.................. 53

Chapter 7: Market response of the housing market actors to cope up with the crislS.........cceemnerecnes 55
7.1 Market Response to COVID-19 from the Demand Side of the Housing Market 55
7.2 Market Response to COVID-19 from the Supply Side of the Housing Market 57
7.3 Market Response to COVID-19 from the Support System of the Housing Market...........ccoomreerrree. 58

Chapter 8: Challenges and obstacles faced by different housing market actors due to COVID-19..67
8.1 Challenges in the Demand Side of the Housing Market 67
8.2 Challenges in the Supply Side of the Housing Market 67
8.3 Challenges in the Support System of the Housing Market 70
8.4 Challenges in the policies and programs of the Housing Market 74

Chapter 9: Conclusion & Recommendations 76
9.1 Recommendations for Strategic Interventions 81

9.2 Mapping the support requirement of the different actors in the market system 82



ACKNOWLEDGEMENTS

We are thankful to Habitat for Humanity’s Terwilliger Center for
Innovation in Shelter and the Philippine National Office team related to
this ‘Impact of COVID-19 on the Low-Income Housing Market Systems in
Philippines’ study for their support in designing and managing this
assignment. We would also like to thank the Hilti Foundation for funding
this study. We highly appreciate the support received from Jessan
Catre, Country Lead, Philippine Shelter Venture Lab, to understand the
context of the study and design the analytical framework. The study also
thanks Jerick Axalan Specialist, Philippine Shelter Venture Lab, for
overall coordination during the data collection and providing relevant
documents and information on the study. We appreciate the contribution
of Ms. Marilyn Estrellado, the Habitat Philippines Housing and Human
Settlements Unit Head for identifying respondents for the study. The
whole project team from the Terwilliger Center and Habitat for Humanity
namely Pia Jensen, Al Razon, Reggie Marie Barrientos, Danika Magoncia,
Francis Baraoidan, Bea Parungo also provided useful feedback for the
analysis in line with the objectives of the study. We sincerely thank all
the market actors for sharing valuable insights and future prospects of
the market after the COVID-19 crisis. We also thank all the respondents
of the study for providing us valuable information and giving us time for
the interviews from their busy schedules during this uncertain situation
due to the COVID-19.



>

CRONYMS

D Asian Development Ban
AKPF Abot Kaya Pabahay Fund

Informal Settler Families
K Key Informant Interview

|AKPF_____

Ii
e

Build Build Build Local Government Units
BFF Bridge Finance Facility Modified Enhanced Community Quarantine
BSP Bangko Sentral ng Pilipinas MFI Micro Finance Institutions
CARES COVID-19 Assistance to Restart Enterprises program MGCQ Modified General Community Quarantines

M Community Mortgage Program MSME Micro, Small & Medium Enterprises

CSO Civil Society Organizations NA National Action Plan
DHSUD Department of Human Settlements and Urban National Capital Region
Development
Department of Health Non-Government Organization
DOLE Department of Labor and Employment National Housing Authority
DPWH Department of Public Works and Highways National Home Mortgage Financing Corporation
DSWD Department of Social Welfare and Development Overseas Filipino Workers

D
EC

=

Department of Trade and Industry Philippine Development Plan

Enhanced Community Quarantine Public Private Partnership

Financial Service Provider SAP Socialized Amelioration Program

General Community Quarantine SBWS Small Business Wage Subsidy

P Gross Domestic Product SHDLP Social Housing Development Loan Program
GKCDFI Gawad Kalinga Community Development Foundation Inc 512 Small and Medium Sized Enterprises

(9}

(@)
Q
[9)

)

[ 6cQ
| GKCDFI___|
| HDMF____
[HH
[ HLURB
| HUDGC
LD

HDMF Home Development Mutual Fund Social Security System
HH Household Technical Education and Skills Development Authority
HLURB Housing and Land Use Regulatory Board Unified Home Lending Program
HUDCC Housing and Urban Development Coordinating Council Value Added Tax
In-depth Interview WHO World Health Organization




EXECUTIVE SUMMARY

Rapid urbanization has brought challenges such
as a deficit of affordable and secure housing
among the low-income households of the
Philippines. Given a housing backlog of 6.7
million from 2001 to 2015, and a projected
housing demand of 5.6 million from 2016 to
2030, the Philippines is projected to have a
housing need of 12.3 million by 2030. However,
COVID-19 is deepening the crisis further. In light
of this issue, Terwilliger Center for Innovation in
Shelter undertook the rapid COVID-19 market
impact assessment to analyze the impact of
COVID-19 on the housing market systems of
the low-income population in the Philippines
and to identify the challenges and opportunities
for the housing market industry from the crisis
to support the low income households survive
and thrive. The study was undertaken in two
major islands of the Philippines (Luzon and
Mindanao) with different housing market actors
from June 29, 2020 to July 28 2020. The
findings presented in this report reflect the
insights from 42 Klis and 84 IDls.

The low-income housing market system in the
Philippines is complex; demand and supply,
support services and rules are governed by a

wide range of public and private sector actors.
However, the demand, supply and support
services of the Philippines housing sector have
been affected because of COVID-19. 64% of
the household's work / job were closed during
the lockdown, resulting in a substantial
decrease in household income. Due to the
lockdown, 79% households’ home
repair/building plans have been affected.
Majority of the households (55%) who were
doing repairs of their houses fully stopped the
construction work and 18% of the surveyed
households do not have any plan to restart it
within 1 year. Different housing market actor in
the housing materials supply systems such as
the construction material manufacturers and
retailers had to operate on a small scale during
the lockdown, causing a revenue drop of 50-
60% for manufacturers and 87% for retailers.
Suspension and cancellation of construction
projects during the lockdown is causing
displacement and unemployment of
construction workers. Small and medium sized
contractors have laid off workers and larger
contractors have slashed salaries. Cost of
construction and risk has increased because of
rules on testing, on site housing of the workers,



safety gears, safety protocols etc. Contractors
are working on delivering backlogs; the backlog
along with delays in materials supply and
finance is creating a vicious cycle of negative
growth in the housing market systems of the
Philippines.

Social housing finance is obstructed as the
offices are closed and it is taking longer than
usual time to sanction loans. Moreover,
reallocation of funds to COVID-19 response and
rehab is affecting implementation of existing
government policies, including the resettlement
program. The priority needs of the poor
community have been relocated to food and
health security instead of housing needs during
the COVID-19 crisis. The surveyed retailers and
manufacturers of construction materials are
experiencing increased credit burden and need
working capital to survive in the market. Due to
movement restrictions across the borders due
to COVID-19, import of the raw materials has
also been disrupted and increased the price.
Decrease in transactions and delay in
repayments and loan releases had resulted in
reduced or delayed proceeds for rolling capital
reported by the surveyed FSPs. Though the
Philippines government’s economic team rolls
out stimulus package and cash/in-kind support
in response to COVID-19 pandemic, absence of
clear guidelines from the national government is
forcing the local government units to improvise

and devise their own targeting scheme which is
creating confusion and accusations of
patronage among their constituents. Moreover,
due to additional paperwork requirements
(barangay clearance and medical certificate
from the LGUs) causing delay in restarting their
operations for the construction companies. Due
to lack of access to market information, the
artisans were not informed of the on-going
online training facilities, virtual workshops and
online construction courses offered by different
labor skill providers (vocational schools, training
centers etc.) during the COVID-19 crisis.

In light of the above challenges in the housing
market systems due to COVID-19, we analyzed
the economic and social impact of COVID-19 on
the housing market systems and the
effectiveness of the institutional supports that
have been planned and provided so far to the
low-income housing market actors to lessen the
COVID-19 crisis through a sectoral heat map.
The sectoral heat map is expected to help
policy makers, development partners, private
sector, NGOs and researchers to better
understand the status of the low-income
housing market system of the Philippines. This
in turn can be used to define the focus for
interventions to support a speedy recovery of
the housing market of the Philippines.



Findings from Habitat for Humanity and CRC
emphasize the need for targeted interventions
for different stakeholders in the housing market
system. Strong coordination and collaboration
between public and non-profit actors can
revitalize the housing sector, if immediate action
is taken to boost demand and supply of the
housing market system. In this regard, we have
proposed the following interventions and what
needs to be done by Habitat for Humanity in
collaboration with different housing market
actors to recover the low income housing
market from the COVID-19 crisis and to make it
resilient in the long run.

On the demand side it calls protection and
promotion of savings practices and lower the
financing cost for housing:

f

Boost the supply side through tax subsidies,
import subsidies and working capital
financing.

For support systems, lower the cost of
digitization to expedite the online capacity
building services for construction workers.
Increase government spending on social
housing through tenants allowance and
greater investment financing.
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CHAPTER 1
INTRODUCTION

1.1 Background

The Philippines’ housing market has grown at
an exceptional rate in the past years, following
the path of the country’s strong economic
growth, starting from 2010. Over the past few
years, the Philippines have become one of the
hotspots for foreign property buyers

in Southeast Asia. Many foreign corporations
move to the region, setting up offices and
operations in places like Cebu and Davao,
where labor costs are low. There has been a
continuous rise of Chinese investors which is
driving the demand for property and pushing
prices upwards. The property prices have
increased by 5.7% on average nationally in 2017
in the Philippines. There was also a
considerable difference in price increases in the
National Capital Region and areas outside of
the NCR. In NCR, residential property prices
increased by 8.8%, but the price increase was
merely 3% in the rest of the country.’ Though

"https://www.asiapropertyhg.com/philippines-real-estate-market/
2 https://www.asiapropertyhg.com/philippines-real-estate-market/

the Philippines economy was the slowest in
years during the second quarter of 2019, the
housing/real estate market remained strong.
According to market statistics, previous trends,
reports by leading real estate agencies like
Colliers and JLL, it was predicted that the
Philippines will remain an attractive spot for real
estate investments in 2020 because of the
continued rise in demand, growing market at a
sustainable pace and increased investments in
emerging cities outside of Metro Manila.?

However, the beginning of 2020 has been
marked by a series of unexpected events that
continue to affect the global economy. Global
markets are becoming increasingly unstable as
the world is dealing with an unprecedented
pandemic that is hitting both developed and
developing nations equally hard. The
coronavirus outbreak took place in early March,
leading to an economic slowdown, staggering
job losses and uncertainty for millions of people
across countries around the world. Before the
pandemic, Philippine GDP had been projected
to rise to P21.5 trillion in 2020. However, the
Philippine economy is projected to contract 1.9
per cent this year due to the economic fallout
triggered by disasters and COVID-19. 3
Rabobank has identified several reasons for the
contraction. This includes direct and long-term

2 https://business.inquirer.net/299472/world-bank-ph-gdp-to-
shrink-1-9-in-2020/



https://www.asiapropertyhq.com/philippines-real-estate-market/
https://www.asiapropertyhq.com/philippines-real-estate-market/

impact on tourism (25% of the GDP is
dependent on tourism; Source: WTTC, Rabo
Research Calculations), a sharp decrease in
remittances from talented and hardworking
overseas workers (8% of the GDP) on which a
large majority of Filipino families depend, and

The contraction of the economy is expected to
have a direct impact on the real estate and the
housing sector of the Philippines. Since state-
mandated lockdown has been implemented,
demand in the housing market sector has
begun to show signs of slowing in many
countries like the Philippines. The low-income
population may refrain from doing essential
repairs, incremental building or new
construction. The construction material
suppliers and financing companies are
expected to reduce the scale of their
operations and focus on the financially
equipped individuals who might take the
opportunity to invest in the housing market as
the prices for materials and lands decrease.
Thus, housing initiatives might shift away from a
focus on supporting low-income populations
leaving them exposed and vulnerable to
weather conditions, health hazards and the
ongoing pandemic. This will also mean that the
construction workers, who mostly belong to the
low-income population, and depend on the

the longest and strictest lockdown measures
taken in the ASEAN region affecting jobs and
businesses and temporarily forcing the main
engine of growth, the Philippines’ domestically
driven economy, to the sidelines.

housing market to thrive, will be deeply
affected. As of May, the Terwilliger Center has
conducted a COVID-19 rapid housing market
assessment in key cities of the Visayas region.
However, the Terwilliger Center now wants to
cover the other regions in the Philippines to
understand the impact of COVID-19 on the
housing market systems for the low-income
population. The conditions explained above
might have a direct and negative impact on the
interventions of the Terwilliger Center for
Innovation in Shelter. In light of the issues listed
above, Terwilliger Center has commissioned
Innovision Consulting Private Limited to
conduct a rapid COVID-19 market impact
assessment in two major islands of the
Philippines (Luzon and Mindanao) that aimed to
understand the economic impact of COVID-19
on low-income households and its trickle-down
impact on the housing market systems. This
study mainly aimed at defining the challenges
brought about by the pandemic looking through
various lenses and analyzing several market
actors on different levels of the housing market.


https://www.worldbank.org/en/news/press-release/2020/04/22/world-bank-predicts-sharpest-decline-of-remittances-in-recent-history#:~:text=Remittances%20to%20low%20and%20middle,lifeline%20for%20many%20vulnerable%20households.&text=%E2%80%9CRemittances%20are%20a%20vital%20source%20of%20income%20for%20developing%20countries.
https://www.worldbank.org/en/news/press-release/2020/04/22/world-bank-predicts-sharpest-decline-of-remittances-in-recent-history#:~:text=Remittances%20to%20low%20and%20middle,lifeline%20for%20many%20vulnerable%20households.&text=%E2%80%9CRemittances%20are%20a%20vital%20source%20of%20income%20for%20developing%20countries.

The outcomes of this report will inform future
programming of the Terwilliger Center and be
shared with relevant stakeholders such as the

1.2 Objectives of the Study

The broad objective of the study was to analyze
the impact of COVID-19 on the housing market
systems of the low-income population in the
Philippines. By analyzing current dynamics of
the market and the impact the pandemic has
caused, the study identified current challenges
and opportunities for the housing market
industry. The study is intended to provide
shelter actors listed above with much needed
information on how market-based interventions
can help inform programmatic decisions and
actions required to support vulnerable Filipino
households in the immediate recovery phase of
the pandemic to ensure that they have access
to affordable, adequate and safe shelter also in
the anticipation of second and third waves of
Covid-19.

The specific objectives of the study were:

1. To draw a clearer picture of how the
unprecedented circumstances caused
by COVID-19 have affected the housing
market of the Philippines.

2. Toidentify the challenges and
obstacles the different housing market

private sector actors, relevant government
entities, national shelter clusters and other
shelter organizations.

system actors are facing, at a
national/macro level due to the crisis.
To identify housing market system
actors’ current capacity (their savings,
assets, loans, household income
portfolio) and coping
mechanisms/strategies (reduction in
expenses, borrowing, liquidation of
savings etc.).

To analyze the economic and social
impact of COVID-19 on the housing
market system and the effectiveness of
the institutional supports that have been
planned and provided so far to the low-
income housing market actors to lessen
the COVID-19 crisis through a sectoral
heat map.

To provide recommendations for
housing market system actors on how
to deal with the crisis to prevent
collapse of the housing market and
build resilience towards future
disasters.



1.3 Scope

The findings of the study were derived largely
from qualitative and quantitative surveys. Some
of the insights were also derived from recently
available secondary sources. The study does
not provide a statistically quantitative analysis.
However, it provides quantitative and qualitative
insights which can be put together to draw a
scenario of the current situation of the low-
income housing market systems in the
Philippines. The primary quantitative data
presented in this report may indicate the
general trends but due to a low sample size, the
data are not representative of the low-income
population segments.
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CHAPTER 2: METHODOLOGY

The study involved a mixed-method approach.
Both quantitative and qualitative data were
collected and triangulated. In-depth interviews

2.1 In-depth Interviews

The in-depth interviews were conducted with
three different segment groups - (i) low-income
households, (ii) low-income construction
workers, and (iii) construction material
suppliers. In an effort to make the analysis as
comprehensive as possible, the study included
samples from different geographies throughout
the Philippines. Given the fact that the
Terwilliger Center had already completed a
smaller study in the Visayas, this study selected
Davao del Sur from Mindanao and Metro Manila
from Luzon as primary areas of focus.

As strict lockdown measures were still in place
during the time of data collection, the majority
of the interviews were conducted over the

(IDIs) and key informant interviews (Klls) were
conducted with different housing market actors.

phone. Local partners were used as informants
in securing a minimum number of respondents
using the snowball sampling method.

The sampled respondents (households and
artisans) for this study were clustered
according to income levels. Cluster 1 consists of
poor households, with daily income of Philippine
Pesos ( ) 0O- 317; Cluster 2 includes low-
income households with daily income of 318-

635, and; Cluster 3 consists of lower middle-
income households with daily income of 636-

1,269. Innovision purposely selected the
samples from each strata to ensure that there
the study collected sufficient responses from
each strata




Province

Luzon

Sample Type

Household respondents

Table 1: Sample distribution for the IDIs

Cluster

Achieved number of
samples

16

Total






































































































































































































