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I ntroduction

Urbanization in Asa has been characterized as one of the more
rapidly increasing rates in the world. With more than a billion people
living in cities and towns, the continent has the largest urban
population in the world. The transformation however is not without
the problems commonly associated with rapid urbanization; i.e. air
pollution, traffic congestion, inadequeate utilities and infrastructure,
and dysfunctiond land use patterns. With locd authorities and
government agencies besat with financid difficultiesin the ddivery of
urban development programs for the low-income groups, the private
sector has been tapped to participate in the production of low cost
housing unitsin urban areas. The Philippines provides an example of
this process.

Problem Definition

In the 80s, the Philippine Government dedt with the housing problem
by assuming itsrole as provider. It took the leed in ddlivering housing
units, resettlement sites, livelihood programs, and other forms of
subsdies to the low-income bracket. At the onset of the 90s, central
government started to espouse the role of enabler. It recognized the
inherent advantages of devolving itsdf of certain executive functions,
among them the provision of housing and services, which the loca
government units (LGU) themsdlves can effectively ddliver.2 It
likewise shifted its role to afacilitator wherein private sector was
tapped to assume amore active role in provison of basic services
through a package of incentives. At some point, governmentsin
developing countries have resorted to massve privatisation schemes
snce the private sector was percelived to be more efficient, better
equipped and financidly capablein service provison (weater
provision, solid waste management, dectricity, sewerage, €c.).

1 Metropolitan Manilais also known as Metro Manila, the Metropolis, or the
National Capital Region (NCR).
2 Habitat Agenda. I stanbul Declaration on Human Settlements. June 1996
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Other than basic services, the provison of housing for the low-
income groups was a problem that can be addressed by the private
sector, specificaly the land developers. The focus of this paper isto
analyze how they have responded to urban development and housing
supply in Metropolitan Manila, usng Licenses To Sl (LTS) housing
units as an indicator.

Motivation for the Choice of Study

Firgt, as head of planning and design department of a private land
development company, implementing aresidentia project that is
highly responsive to market demand is an important criteriafor project
selection and prioritisation. This ability ismost desired after the
collapse of the red estate industry in Southeast Asiain 1997, which
was preceded by the deva uation of the Thai baht.

Second, private developers have often been described as being
profit-oriented in their gpproach to the housing problem. Because of
this perception, their involvement in housing projects has been
focused on income brackets that have greater disposable incomes.
Government as an enabler, has passed laws that entice and compel
private land developersto do their share in housing provision for the
low-income groups. How the private land devel opers perform their
socid task will beinteresting to see.

Third, the interplay of urban land development patterns and market
forcesin the context of developing land for the best and optimal uses
often marginalize the low income groups in the open market (OM).
Where housing projects are located in the metropolitan fabric will
reved alot on the land use spatid patterns of the city.

Method of Study

Data of housing projects from 1990 to 2000 have been collected from
the Housing and Land Use Regulatory Board (HLURB), the sole
regulatory agency which grants licenses to private developersto sl
their products in the market, while ensuring that these projects comply
with government-imposed and established standards. It will be note-
worthy to see what types of projects? private sector has undertaken
within Metropolitan Manila. In addition, other factors like the quantity
of units built, the land area covered, and the generd locations of these
projects will illugtrate the private sector’ s response to urbanization in
terms of housing types.

While an andysis of the housing products will provideingghts on
how the private sector has responded, it is equaly important to
consder that land and housing development projects are generaly
governed by the approved land use plans and zoning ordinances of
each municipality and city that comprises Metropolitan Manila
Private developers will generdly comply with these plans and
ordinances making them the mogt effective tools in defining “desred’
urban development vis-a-vis the “uncontrollable’ market forces.

3 Condominiums, open market, economic, socialized, slum improvement and
resettlement programs, community mortgage programs, industrial or commercial
subdivisions.
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Background

From 2001 to 2004, the housing backlog for the Philippines will be at
2.1 million housing units. In addition, there is an estimated need of
approximately 1.5 million unitsin the next four years that amounts to
atota housing need of 3.6 million housing units# Of thisvolume, 2.2
million or 60% will be housing for low-income families

To comply with this enormous requirement, the nationa
government and its concerned agencies prepared in 1986 the National
Shelter Program (NSP), a comprehensive strategy that provides the
population, especidly the lowest thirty percent (30%) with adequate
housing facilities through affordable housing packages.

To achieve this objective, an umbrella organization, the Housing
and Urban Development Coordinating Council (HUDCC) was crested
primarily to “coordinate’ the functions of the multifarious key govern
ment housing and finance agencies and encourage greater private
sector participation in low cost housing and finance. Under the set-up,
key housing agencies, funding agencies, support agencies, and the
private sector were mobilized in order to satisfy the housing needs of
the country estimated to be at 350,000 units per year.

Metropolitan Manila
The enormity of the problem is evident in Metropolitan Manila, home
t0 9.9 million people. Of thisfigure, twenty percent (20%) is urban
poor population. Having aland area of only 636 square kilometres or
0.2 percent of the country’stota land area, Metropolitan Manila
remains the country’ s most densaly populated region with 15,617
persons occupying a square kilometre of land. With an average urban
population growth rate of 2.36%, urban development activitiesin
Metropolitan Manilawill undoubtedly be in the provison of housing.
Of the 3.6 million projected housing needs of the country, 984,908
units or 27% will be in Metropolitan Manila. From 2001 to 2004, the
housing backlog for the areais estimated at 767,213 units bringing the
total housing need (including new households) to 1,424,893 unitsin
four years. Thus, thereis a strong demand for developers to construct
houses.

Urban Land Development & Housing

Anticipating future land usesis a chdlenge that municipa/city
planning officers and private land devel opers view with much vested
interests. From the government side, the desire for arationa pattern of
urban devel opment will accrue to higher land vaues, efficient utilities,
better access, and functiona and complementing land uses. Planning
officers and the municipa or city council, who approve land use
plans, will attempt to predict land use patterns that reflect the future
land use paitern. Developerswill try to maximize whatever potential
usesthe land will offer. These “potentials’ are governed by the
approved land use plan and zoning ordinances of the city. Whether
these plans are truly reflective of the market potentid isdways a
tricky issue. Developers who fail to read the market properly end up
with projects that are not taken up by the public.

4 Housing and Urban Devel opment Coordinating Council, 2000
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Strategies

TheLocal Government Code (LGC) of 1991

One of the hallmarks of the Loca Government Code (LGC) isthe
concept of devolution as a Srategy to enable municipalities cope with
the pressures of urbanization. With the passage of the LGC, local
governments are now empowered to dictate their land uses, unlike
before when planning was essentidly a centra government function.

The LGC provides cities and municipdities extensve land use

planning powers so they can define and direct urban development by
initiating a sectord planning
approach. The Comprehensive
Development Plan (CDP) and
Zoning Ordinances (ZO)
further trand ate these needs
into the Comprehensive Land
Use Plan (CLUP). The planning
office through a series of
consultations and public
hearings initiates this process
until it isfinaly approved by
the city council.

Land use plans control urban
development activities of
developers. A typicd land use
plan will contain zones for
resdentia uses of varying
densities, socidized housing

Figurel: Quezon City Land Use Plan (| OW.inCome) dtes, commercid
use, indugtria use, agricultura use, and in some cases, protected
areas, water resources, and tourist spots. Zoning ordinances further
clarify the physica limits of these zones by prescribing dlowable
uses, building heights, and boundaries. (Figure 1)

Lack of Metropolitan Planning Approach

The land use planning process a the local level lacks coordinating
mechanisms among the different citiesand municipditiesin
Metropolitan Manila. While each component city has autonomous
functionsin their operations, the planning process will most certainly
require some measure of coordination among the component political
units. Land use plans as envisoned from the local level however lack
ametropolitan view of urbanization. On the other hand, developers
seek out opportunities throughout the area.

Urban centers are borne out of the phenomenon of
metropolitanization, which recognizes the interdependence of
contiguous paliticd adminidrative units. While efficient urban
services and utility provisons are the underlying reasons for a
metropolitan body, land use planning must certainly be coordinated
among the component units. Often urban development becomes a
rational exercise a the locd leve. At the metropolitan level, however,
these plans may not be coordinated at dl.
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Land Use Plans vs. Urban Land Market Trends
On the matter of land use plans, private developers will normaly
conform to the land use plans of the municipdity if they are planned
rationaly. When plans do not reflect the potentia land uses and its
market values, then market forces take over and dictate the land uses.
Developers and landowners resort to spot-zoning techniques
wherein an exemption from the prescribed land use is requested to the
city council for adifferent but (usudly) more intensive use. The
proponent may present the proposed project and its merits deliberated
upon by the city council members. If gpproved, acouncil resolution is
passed alowing the developer to fulfil the requirements for develop-
ing the property. LGU issues temporary use permits (TUP) to alow
for non-conforming uses. Such piecemed approach to development
has a snowball effect on land prices and land uses. The project, which
was granted a clearance, becomes a precedent for other landowners
and developers to replicate.

The Urban Development and Housing Act (UDHA) of 1992

In the Philippines, the Urban Development and Housing Act (UDHA),
which was passed by Congressin 1992, declares it the policy of the
State to undertake, in cooperation with the private sector, a compre-
hensve and continuing urban development and housing program. For
its underlying objectives, the UDHA program aimsto provide housing
through rationa use of the land and adopt policies to regulate urban
growth.>

In the same Act, socialized housing® shdl be operationdized with
the private sector through the balanced socialized housing program
(BSHP). Under this program, devel opers of proposed subdivision
projects shdl be required to develop an areafor socidized housing
equivaent to at least twenty (20%) percent of the total subdivison
areq, or totd subdivison cog, at the option of the developer, within
the same city or municipdity. These areas shdl bein accordance with
the standards set by the HLURB, the regulatory body for dl land
subdivision projects.

Furthermore, to encourage greater private sector participation in
socidized housing, the UDHA provided incentives for participating
private developers. These include smplification of qudification
requirements, creation of one-stop offices to process documents,
amplification of financing procedures, and exemption from payment
of certain taxes.”

For a more comprehensive gpproach to sociaized housing projects,
the UDHA outlines the rlevant fields of study to consider. These
include the promotion of indigenous housing materials and new tech
nologies, transport systems, ecologica balance, population anadyss,

5 Urban Development and Housing Act (1992), Article |, Section 2.

6 Refersto housing programs and projects covering houses and lots or homelots
only undertaken by the Government or the private sector for the underprivileged
and homeless citizens.

7 Exemption from he payment of project-related income taxes, capital gains tax on
raw lands used for the project, value-added tax from the project contractor
concerned, transfer tax for both raw and compl eted projects, and donor’ s tax for
lands certified by LGU to have been donated for socialized housing purposes
(UDHA).
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and urban-rurd interdependence. In redlity though, there are no
implementing rules to incorporate these gudies in Site selection.

The creation of a nationd framework for urban development and
housing is alaudable provision of the UDHA. The Act compels
LGUs, on anationd scae, to focus on the problems of housing and
urban development. The land use plans, which become the outputs of
each LGU, will dlow them to plan urban deve opment rationaly on
the basis of housing. Private developers shdl refer to these plans and
embark on land development projects on that basis.

Housing and Urban Development

The objective of the UDHA isto inditutionalize housing provision for
the low-income groups through rationa urban development. The
inventory, acquisition, and disposition of land for socidized housing,
which the UDHA prescribes as abasis for urban development, is
rather smplistic in approach. Not dl of these lands are easily acquired
since many are owned by the national government and other line
agencies that have their own programs on the use of theland. The
process of land acquisition is a very tedious one. LGUs must therefore
assemble these lands and properly identify them before the private
developers venture into the low cost housing production.

Urban development is also a very dynamic and complex process.
Housing provision aone does not determine urban development but a
host of other equaly important land uses like industries, commercid
and retail uses, and employment centers. LGUs must view urban
development in more holistic perspective if it has to be sustainable.

There are other prerequisites for a sustainable urban land
development. Archer (1987) proposes that sustainable urban land
development can be achieved by providing infrastructure, finance, and
assembling land for urban development that greetly improve
municipa land management. Urban infrastructure and services should
take place at the municipa level where local needs are apparent. (UN
ESCAP)

Balanced Socialized Housing Program (BSHP): Boon or Bane?
Anocther highlight of the UDHA is the BSHP, which compdsal
developersto dlocate financid or physica resources for socidized
housing. Proponents of the law describe this, as a welcome corrective
to the shelter needs of the poor. Opponents counter that this
requirement would discourage investors and developers from the
indugtry. Insteed of compelling developers of middle and high income
subdivisons, who lack the expertise in low income housing
development, the incentive system for socidized housing devel opers
should be further strengthened.

The Chamber of Red Estate Owners and Builders Association
(CREBA), an umbrella organization of building and land developers
has offered aternatives to this provison. Among the suggestions
were: that government bonds may be purchased instead, the proceeds
of which are intended for socid housing projects, that taxes collected
for housing be pooled and alocated solely for socid housing funding
and development; and that the 20 percent requirement be imposed on
red estate and housing development that depends on government
funding sources (Tario, 1992).
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Nevertheless, the UDHA presently alows developersto avall of
credits® from socidized housing devel opers equivaent to 20% of the
project cost. For projectsin Metropolitan Manila, the BSHP may be
located at the surrounding provinces (i.e. Laguna, Batangas, Cavite
and Rizdl).

While the financid resources are important, participation in the
outright production of low-income houses is the thrust of the UDHA
drategy. The objective is to increase the housing stock of low-income
housing units. It isfor this reason that UDHA has introduced
incentives to devel opers who venture into low income-housing
production. It isthe developer’ s expertise in congtruction that is given
importance rather than the financid contribution.

Actors

Urban land and building development in Metropolitan Manila
proceeds through tedious and bureaucratic permit process that ensure
the compliance of the private land devel oper to each stage of land and
building development, to the procedura rules and regulations, and
design standards of the LGU and line agencies involved. There are
three (3) actors responsible for urban land development and housing in
Metropolitan Manila

1. TheLocd Government Units,

2. The Naiond Line Agencies, and

3. The Private Land and Building Developers

Loca Government Units

The LGU, through its city or municipa planning officesin
Metropolitan Manila, provide the framework of urban land
development and housing provision, from which the private land and
building developers respond to. The land use plans are prepared and
further described through the zoning ordinances, which are gpproved
by the city/municipa council. Zoning ordinances define the dlowed
and prohibited uses over specific locations. To operationdize the
CLUP and ZO, the LGU has set up aregulatory framework that
devel opers must conform to.

Initidly in the process of land subdivison gpprovds, the LGU
Ingpects the subdivision plans of developer. Allocation ratios between
saleable and non-saleable portions are ingpected by the LGU ensuring
that the ratios are within what is legdly dlowed. In this subject, land
subdivision and development standards should conform to two (2)
decrees namely the Subdivison and Condominium Buyers Protective
Decree (PD 957), and the Rules and Standards for Economic and
Socidized Housing Projects (BP220). The former is meant for open
market products while the latter isfor socialized and economic
housing (low-income). If the plan complies with the minimum
standards of subdivisons and lot layout requirements, a subdivision
permit is granted to the devel oper

After goproving the land subdivision plan, the LGU requires the
devel oper to present land development plans that include Site layout

8 Each credit may be bought from a socialized housing developer at the current
market rate of PHP 8,000 (U$ 157 per unit)
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and Ste engineering plans. If the plans conform to the sandards, the
LGU stampstheir gpprova and issues the Locationa Clearance (LC)
and Development Permit (DP). The former ensures that the project is
located in its proper zone, while the latter ensures that land
development plans are satisfactory. Prior to this, the LGU dso
requires the devel oper to present the Environmenta Compliance
Cetificate (ECC) from the Department of Environment and Natura
Resources (DENR) as a prerequisite to issuance of LC and DP.

The serviced plots may then be sold to the market, or developers
may further proceed with the building congtruction over these plots
and sl the same plots, together with the structure, a a higher price.
Inthis case, the LGU shal issue a Building Permit (BP) after the
devel opers present the preliminary building plans that satisfy the
requirements of the Nationa Building Code (NBC) and fire safety
provisons. At the end of congtruction of the building, the LGU issues
aBuilding Occupancy Permit (BOP) to the developer, which certifies
the readiness of the structure for itsintended use.

Highly Bureaucratic and Regulatory Process
As can be seen in the descriptive roles of the LGU, urban develop-
ment is ahighly regulated process where permits areissued in a
procedural manner. Each phase of urban land development has a
corresponding control process which developers have to comply with
before proceeding to the next phase

The decentralized planning approach, as espoused in the LGC, has
a0 resulted in added roles that LGUs will have to address. There are
only three (3) mgor permits that the LGU issues. These are the
locationd clearance, development permit, and the building permit.
However, the length of time to obtain these permits vary from twenty
to seventy days. In addition, these permits are not sequential since
there are other permits required from other line agencies before one
can proceed to the next.

Nationad Line Agencies

There are other government agenciesinvolved in the land and building
development process. These are the line agencies whose functions
have not been devolved to the LGU but whose gpprovas are
necessary before land and building development may proceed. These
agencies are concerned with issues on the environment and land
converson from agricultura to urban uses.

Digtinct from the LGU requirements, the Department of
Environment and Natural Resources (DENR) has made it a policy to
ensure that projects are not harmful to the environment. It has required
developersto prepare an Environmenta Impact Assessment (EIA)
study of the project that will demonstrate environmental soundness of
aproject including mitigation measures to be undertaken by the
proponent during and after the project. Depending on the complexity
of the project and the Site conditions, the DENR will ether require a
less gringent and Initid Environmental Examination (IEE), or amore
comprehensive Environmenta Impact Statement (EIS). The latter isa
more expengve study. However since the entire Metropolis has been
declared an Environmentdly Critica Area (ECA), dl developersare
required to prepare an EIS. An Environmenta Clearance Certificate
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(ECC) isissued when the project adequately addresses dll
environmental concerns of the DENR.

Infrastructure agencies are dso important actors in the urban
development process. Ther timey provision of utilities and transport
access is necessary for urban land development to commence.
Programs however are disparate and numerous, and usualy indepen
dent of each other. These government line agencies are public works
(roads, bridges, and civil works), communications, water, and power.

Lastly, before the product is to be sold to the open market, the
developer gppliesfor License To Sdl (LTS) from the HLURB, which
ensures that the final product satisfies the plans as submitted and
impresses upon the developer itsligbility to deliver the sameto the
open market. This step formaizes the entry of the product to the
supply of housing in Metropolitan Manila

Regulatory and Enabler
Likethe LGU, theroles of the line agencies are largely regulatory in
nature. The most stringent compliance procedure isthe EIA study and
ECC issuance from the DENR, which can be aslong as five months,
depending on the complexity of a project. The process of public
consultation for the more complex projects as required in the EIA
procedure is often long and chaotic for most developersif not
‘properly managed'.

The mogt influentia contribution however of line agenciesin
enabling urban development isin the timdy provison of
infrastructure (roads, power, water, and utilities). More often, private
developers assume this role by ingaling the required infrastructure,
even beyond the project Stein order to service the plots or houses.
These costs are then passed on to the buyers thereby resulting to
higher cost of units. In astudy on land development in the Philippines,
one of thefindingsisthe reatively high cost of trandforming land
from raw into serviced plots. Compared to Asian neighbors, the
Philippines has the highest land development multiplier.? Developers
factor in the costs incurred and pass them on to the end users.
Ultimately, this raises the cost of the find product. In Metropolitan
Manila, the land development multiplier (6.7) is 1.5 times higher than
in Kuala Lumpur, three times higher than in Jakarta (2.2) Bangkok
(2.6), Tokyo (2.0), and Mdbourne (2.2), and Sx times higher than in
Hong Kong (1.2) and Singapore (1.3). (Ballesteros, 2001).

Governments, recognizing ther financia and technicd limitations,
have deregulated some of these utilities thereby alowing private
sector to venture in service provison through build-operate-transfer
schemes of some sort. This market approach of ‘user-pay’ principle
has proved to be beneficid to the public, hence efficient servicesin
telecommunications, water, and road maintenance.10 Private sector
participation in service provison is another form of contribution to
urban development.

9 Theaverage ratio of the median price of serviced land to the median price of raw
undeveloped land

10 Telecommunications services have been deregulated and water services have
been privatised. South Express Tollway was built through BOT arrangement.
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Private Land & Building Developers

The private land and building developers are the actud “molders’ of
urban development. They trandate the land use plans from its two-
dimensiond formatsto actua concrete plans and structures. Governed
by the regulatory framework of the LGUs and line agencies, devel-
opers subdivide the land, convert land into plots, provide the Site with
utilities, erect the structures, and eventudly advertise and sdll these
products to the public.

Prior to physica development of raw land, devel opers, however,
undertake more complex roles. Because of their huge investments and
capitd outlaysin land and building development, devel opers conduct
extensve market anadyses and pre-feasibility studies before deciding
to embark on urban development projects.

From project conceptudization, preliminary designs, feashility
sudies, financid analyses, project scheduling, project management,
advertisng and sdlling strategies, developers have a stronger grasp of
the market. Its network of architects, designers, land use planners,
engineering consultants, project management consultants, and al
other related professions combine to bring out the “best” plan and
designsfor itstargeted users.

In the absence of government’ s ability to make land readily
available for urban development, developers are dso land assemblers.
Vadt tracts of land may be assembled to be developed in the future as
part of amaster plan or smply kept for speculative investments.

Private Developers’ Response to Urban Development

Product Types

In Metropolitan Manila, there were 917 (100%) projects by developers
from 1990 to 2000. In this period, the condominiums for residentid,
commercid, and mixed uses accounted for dmost haf (49.4%) of the
products in the market. Land and housing projects for middle to high
income market account for thirty-six percent (36.4%). These products
are dso referred to as Open Market projects.1! They generdly cater to
the middle and high-income families and have more stringent design
standards. Products for low-income families account for 11.4 percent
of the total volume. (Chart 1) These projects conform to lower and
more libera standards as described in Batas Pambansa 220 (BP
220).12 Community Mortgage Programs (CMP) and Sums Improve-
ment and Resettlement (SIR) programs account for one percent of the
totd. The remaining balance conggts of industrid subdivisons and
memorid parks.

There is a skewed preference of developers for condominium and
open market products underscoring the notion that housing has
become an affordability issue for most developers and buyers.
Developers will cater to the middle-income demands more than the

11 Open market products refer to land and housing devel opments that conform to
design standards of the Subdivision and Condominium Buyers Protective Decree
(PD 957) on roads, drainage, sewerage, and water systems.

12 These products conform to the Rules and Standards for Socialized Housing
Projects (BP 220), which describe design and land development standards for
low cost developments.

10
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low-income. Incentives have minimd effect in encouraging
developers to engage in low-income housing.

Number of Projects : 917 (HLURB, 1990-2000)
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Chart 1: Number of Projects

Project Locations

Project locations in Metropolitan Manila show astrong preferencein
Quezon City where 29.7% of dl urban projects are Stuated. The
second preferenceisin Makati City (13.1%) where the Central
Business Digtrict (CBD) islocated. Because of the high cost of land in
the area and the CBD’ sinherent qudities (better services and utilities,
scale of economies) projectsin Makati are predominantly high-dengty
condominiums. Thethird preferenceis Manila (12.4%); these 3 are
the preferred locations of 55.2% of al urban development projectsin
Metropolitan Manila. (Chart 2)
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Chart 2: Project Locations

Locations of residentia projects indicate expected patterns. Quezon
City isthe mogt preferred site for at least 40% of total OM projects,
35% of dl EH, and 25% of resdentid condominiums. (Chart 3) This
can be attributed to its comparatively large land area and its resdentid
character. The two cities of Makati and Manila are the sites of 40% of
condominium projects, being the country’s CBD ste and the palitica

Percent (%)
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center respectively. Low-income subdivisons are scattered in various
fringe municipdities

Residential Projects Location (HLURB 1990-2000)
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Chart 3: Residential Projects Locations

In terms of land areas for urban development in Metropolitan
Manila, 1,393 (100%) hectares of land were developed for different
uses in the same period. Fifty-three percent were developed for OM,
while 24.8% were alocated for socidized and economic housing
projects. This means that most housing projects for low-income
families are il land-based subdivision projects despite the relatively
higher cogt of land. (Chart 4)

Land Areas Developed 1,393.4h (HLURB,
1990-2000)
60.0
50.0 ]
;\8 40.0 1
£ 30.0 1
o
& 20.0 _—
10.0 T
0.0 : : B N I I s N s N — T
Open Econ. Comml. Resid. Soc. Comml. Mem. Residl. Others
Market Hsng. Cond. Cond. Hsng. Sub. Prk.  Cond.

Chart 4: Land Areas Developed

Units Produced
In terms of units ddlivered, there were 132,870 (100%) units produced
in the same period. Thirty-five percent are condominium products,
31.3% are OM, and 28.5% are low-income units. The rest are
commercid subdivisons and condominiums. (Chart 5)

12
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Product Types: 132,870 units (HLURB, 1990-2000)
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Chart 5: Product Types

Urban Land Market Cycles

An andlysis of the licensesissued to private developersto sdll serviced
plots and housing unitsin Metropolitan Manila shows that most of the
urban development activities (land and building development) pesked
in 1996. Urban development activities proceeded dowly in 1991 from
less than ten projects and surged to about 100 projectsin 1992. In
1995, projects more than doubled at 240 projects, until it peaked a
around 260 projectsin 1996. In 1997, the number of projects
plummeted to less than ten.

Panners mudt redlize that urban development activities are highly
influenced by the physical market cycles of red estate. Mudller (1999)
describes redl estate as * unique because it takes along time to creste
the supply needed to meet new demand, if it is not forecast far enough
in advance.” He further explains that “in a competitive capitdidtic
market, developers must speculate and start the process of planning
development or building new products earlier than the actua demand
meaterializes to edge out other devel opers who aso want a share of the
market. In the absence of collusion, developers easily overshoot the
demand. Suppliers are dways trying to move toward equilibrium, but
often overshoot the mark” . Exacerbating the situation was the
financid metdown. The Southeast Asan red edtate crissin 1997
may be viewed in the same light as what Mudller had described. The
loca conditions in Manilaaso show the same paitern when licenses
to sall peaked in 1997 and bottomed out in 1998. This shows that
devel opers are more respongive, yet remain vulnerable to fluctuations
of market demands. The aftermath was a dowdown, dmost to a hdlt,
of dl building congtruction.

Design

From a planning perspective, the radia and circumferentia road
network of the city largely governs urban development of Metropo-
litan Manila This layout is characterized by more concentrated
growth at the center (its hitoric origin), and lessintense urban

development at the fringe areas. The city has continued to develop
aong trangport lines, which are defined by radia roads (R1, R2, R3,
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R4, R5, R6, R7, R8, R9, and R10) and circumferertial roads (C1, C2,
C3, C4, C5). (Figure 2)

ExigTING MasoR ROAD NETWORS 1N METRO MaMILA

Figure 2: Metropolitan Manila Road Network (source: Metro Manila Urban Transport Integration
Study)

Thistype of road network development however will require an
efficient trangport system to move people in both radid and
circumferentia directions. Furthermore, the exclusonary type of
zoning and city planning which was moddled from the Americans
underscored the importance of transport linkages between the
resdentia portions to employment centers. Expectedly, developers
undertake more vertical developments near the city center (office and
resdentid condominiums) and horizontal developments near the
fringe areas (land subdivison projects).

From the building design aspect, private developers provide the
market with awide variety of building types and land subdivison
projects to choose from. As with the regulatory framework, the
minimum designs of the structures and the layout are controlled by the
NBC, PD957, and BP220. (Table 1)

Building desgns and ste layouts for middle and high-income
groups generdly fal under the OM and condominium categories.
Designsfor low-income groups fall under the economic and socidized
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housing category. The CMP is a Site resettlement or building-
upgrading program for the homeless.

Table 1: Housing Products

Min. Flr. . 2 -
Product Types Area () Min. Lot Area (m*) |Description
Refers to housing units with a
maximum selling price of $2,941 to
Economic Housing (22 (72 n¥ (single detached) (TR B 8% RO U

54 . (single attached) - |densities range from 150 to >225
35 n? (rowhouse) units/h

Selling price of units should be
<$2,941

Design standards for road widths,
100n? (single detached);[materials, and planting strips.
Open Market Varies |75n7 (single attached); |Road hierarchy is required. Lots
and 50n? (rowhouse)  [require minimum frontages. Levels|
of utilities are required

Socialized Housing 18

Residential . . .
- 18 No land ownership, but ownership of unit and common
Condominium . .
spaces. Requires parking areas, access roads, and elevators|
Commercial ) if >5 storeys
Condominium

A mortgage finance program of the NHMFC* which assists legally
Community Mortgage |organized associations of underprivileged and homeless citizens to

Program purchase and develop a tract of land under the concept of community|
ownership

Commercial A land subdivision project where plots are to be used for commercial

Subdivision uses

*NHMFC: National Home
Mortgage Finance Corporation

Andyss

Metropolitan Manila continues to retain its primacy among the rest of
the cities in the Philippines. With continuing population growth and a
radid dructure that highlights centrdity, urban development has
proceeded into more intensive developments. As in most Southeast
Adan cities, effortsto contain growth to more manageable levels have
faled leading plannersto coin the term ‘megacities’ to describe them.
Deveopers have contributed to the city’ s further intengfication with
the development of higher dendity structures.

In effect, there is an enormous preference of developersto
congtruct OM products and residentia condominiums. Designsin
these categories are more profitable to undertake as compared to other
groups. Other than profitability, the cost of land and its scarcity aso
bear upon the developers to maximize dendtiesin agiven land. This
means producing as much units as possible.

Increasing dengties, however, will require adesign output that will
lessen the congested character of the community, if it isto be
paatable for the middle and high-income groups. In Manila, there has
been strong acceptability of townhouse units, which alow for higher
denstiesin an urban setting. Even in fringe areas experiencing
urbanization, subdivisons originaly designed for sngle-detached
units are now being converted into townhouse developments. These
sructures are better versions of the older gpartments that rely on an
access road servicing the interior of smaler apartment lots. Smilarly,
townhouse units occupy the entire |ot frontage with 2 to 3 meter
setbacks in the front and the rear. Unlike the apartments, however,
townhouses are designed with more suburban qualitiesin city center
setting. Given the land areas for OM projects and number of units
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produced, dengity is at 56 unitshectare, a very densefigure for the
mid- and hi-income levels. The resdentid condominium market,
which is primarily mid- and hi-income market, is extremely dense a
709 unitghectare. It isadesign solution for the more expendve yet
limited land areas in the city center, such asthe CBD.

For the low-income housing sector, developers have higher
dengties to achieve more units. Economic Housing projects, which
have higher cogt, have an average density of 75.8 unitshectare. The
Sociaized Housing projects, which cater to the lower income groups,
have an average dengity of 293 unitshectare. These are typical
dengtiesfor low-income projects. Desgnsfor housing in
Metropolitan Manilawill adapt to higher densitiesin the future.
Multiple-use designs will be adopted as these facilitate easy accessto
SEIVICES. (Table 2)

Table 2: Calculated Densities of Projects in Metropolitan Manila (1990-2000)

Project Types Density (units/hectare)
Resid'l. Comml. Cond. 709.2
Resid'l. Cond. 465.2
Socialized Hsng. 292.5
Economic Housing 75.8
Open Market 56.3
Comm/l. Cond. 42.8

Conclusions and Recommendations

Urban development of Metropolitan Manila has continued to intengfy
to unprecedented levels further highlighting its primacy. From 1990 to
2000, private devel opers engaged in the construction of open market
products and condominium unitsin the cities of Quezon, Makati, and
Manila, where most of the projects were located. Low-income housing
projects were relatively fewer and located in the fringe municipdities
of the metropolis. Mgority of the land developed for residentid
projects were alocated for the open market, thereby margindizing the
low-income projects. This has resulted to low-income settlements that
are physicaly dense, with dmaost 300 dwellings per hectare.

Land and building developments are generaly market-based
activities and reflect the cyclica nature of red estate markets, asa
result of developers attempt to achieve equilibrium. As such, these
activities are governed by a highly regulatory framework and permit
process of the LGU and line agencies, thereby safeguarding and
protecting the integrity of the land use plan. As a corrective, however,
developerslobby for revisonsin the land use plan through the city
coundil.

The UDHA, as aframework for urban development is
operationalized by the land use plans of each component
city/municipdity, which, in turn, are tasked to dlocate land for
socidized housing. Comparing the enormous housing backlog with
the number of low-income housing units produced by the private
developers, UDHA has falen short of its quantitative objective.

In order to address urban development and housing for low income
groups, mechanisms for land assembly and alocation must be
coordinated among the line agencies and LGUs, especidly thosein
the urban fringe areas, where land is chegper and accessis ensured. In

16



The Private Developers’ Response to the Urban Development and Housing Supply of Metropolitan Manila

addition, developers must not only be active in housing provison, but
more S0, in infrastructure and utility provison in the fringe aress.

Lastly, an integrative agpproach between LGUs and devel opers must be
put in place to ensure that the socid concerns of the LGUs and the
profitability concerns of low income housing developers are

sufficiently addressed.
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List of Abbreviations
BP 220 Batas Pambansa 220: Rules and Standards for Socidized

Housing Projects

CBD Centrd Business Didrict

CDP Comprehensive Development Plan

CLUP Comprehensive Land Use Plan

CMP Community Mortgage Program

CREBA Chamber of Red Edtate Owners and Building
Association

DENR Department of Environment and Natural Resources

DP Development Permit

ECA Environmentaly Criticd Area

ECC Environmenta Clearance Certificate

EH Economic Housing

EIA Environmenta Impact Assessment

EIS Environmenta Impact Statement

HLURB Housing and Land Use Regulatory Board
HUDCC Housing and Urban Devel opment Coordinating Council

IEE Initial Environmenta Examination

LC Locationa Clearance

LGC Loca Government Code

LGU Loca Government Unit

LTS License To Sl

MMUTIS Metro ManilaUrban Transport Integration Study

NBC Nationa Building Code

NCR Nationd Capita Regon

NSP National Shelter Program

oM Open Market

PD 957 Presdentia Decree 957: Subdivison and Condominium
Buyers Protective Decree

RC Resdentid Condominium

RCC Resdentid Commercid Condominium

SIR Sum Improvement and Resettlement

TUP Temporary Use Permit

UDHA Urban Development and Housing Act

UN ESCAP United Nations Economic and Sociad Commission for
Adaand the Pacific

Z0 Zoning Ordinance
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