ROAD TO RECOVERY
AND RESILIENCE:

ASSESSING AND MITIGATING THE
IMPACTS OF COVID-19 ON THE MSMEs
IN MALOLOS AND PAOMBONG IN THE
PROVINCE OF BULACAN, PHILIPPINES'

POLICY BRIEF

Marjorie Muyrong
Cymon Kayle Lubangco
Charlotte Marjorie L. Relos*



The publication of this document was supported by the multi-actor
partnership on climate and disaster risk financing and preparedness in the
context of the InsuResilience Global Partnership (MAPs), funded by the
German Federal Ministry for Economic Cooperation and Development (BMZ).



Key Messages

1. Overview of the Study

The policy brief discusses the results of the rapid assessment of micro, small,

and medium enterprises (MSMEs) in Bulacan. The case study areas are the City of
Malolos and the Municipality of Paombong. Malolos and Paombong are adjacent
coastal towns. They were set to begin local climate action planning when the COVID-19
pandemic struck.

The research was developed to provide evidence-based insights for COVID-19
recovery and long-term development plans. To assess the economic impacts of
COVID-19 and the resulting community quarantine, the study implemented a mixed-
methods approach in which a semi-structured survey and key informant interviews
were conducted among MSMEs located in Malolos and Paombong in September 2020.

2. COVID-19 and the Economy

Whereas data from Metro Manila suggest a decreasing trend in COVID-19
transmission, other regions face an increasing trend. Bulacan, in particular, is not
among the identified high-risk areas despite its upswing in cases in late July 2020 that
led to the imposition of the modified enhanced community quarantine in early August
2020.

The Philippine economy contracted by 16.5%, with the industrial and service sectors
weathering the heaviest economic impacts. The contribution of the industrial sector to
the gross domestic product dropped by 22.9% in the second quarter of 2020 relative to
that reported in the previous year. The largest sector—the service sector—reduced its
contribution by 15.8%.

COVID-19 has severely disrupted the work engagement of households. This
disruption is magnified by the lack of mobility caused by the community quarantine
constraining the operations of enterprises. With limited capacities for movement,
households are unable to work, thereby reducing economic activity. In addition, the
community quarantine measures amplify the reduced economic activity by restricting
mobility and transboundary travel between provinces such as Bulacan and Metro
Manila.

3. Disruptions to the Bulacan Economy

Prior to the pandemic, about 90% of the surveyed MSMEs were performing profitably.
The major sectors in the Bulacan economy are the wholesale and retail trade sector
(47%), followed by the accommodation and food service sector (13%) and the
manufacturing sector (12.5%). Most the businesses in these sectors, as well as those
in other sectors, are classified as micro and small enterprises.



The disruption to the local economies of Malolos and Paombong can be regarded

as a disruption to supply and demand. The constraints in the supply of goods and
availability of services stem from the community quarantine measures imposed on
Luzon since March and on other parts of the country in the months that followed. This
had therefore also cut linkages of Bulacan from markets in Metro Manila and other
areas. There also reduction in local demand that can be attributed to the required
social distancing and other stay-at-home policies that were implemented to contain the
transmission of COVID-19 and thereby prevent an even bigger public health crisis.

The MSME survey conducted in Malolos and Paombong showed that the monthly
reported revenues declined by 54.29% between December 2019 and March 2020.
Meanwhile, total costs declined by 16.02% between December 2019 and March 2020.
This trend suggests that many of the MSMEs surveyed suffered losses when the
pandemic struck in March.

The key to the analysis of the economic impacts of COVID-19 in Malolos and
Paombong is understanding the shutdown decisions of businesses. In March 2020,
50% of the firms in the two towns recorded monthly revenues that fell below their
overhead, labor compensation, and operating costs. The revenues of these firms thus
failed to cover the fixed and variable costs that they incurred during the first few weeks
of the enhanced community quarantine. For the other 118 MSMEs that were able to
continue their operations, their earnings must have been just enough to cover most of
their variable costs and a portion of their fixed costs.

4. Adjustments of Bulacan Enterprises to the New Normal

About half of the surveyed MSMEs were able to adjust following the implementation
of the community quarantine measures in Bulacan, with essential and nonessential
sectors adopting different adjustment mechanisms. Among the coping mechanisms
that firms employed included using other means to connect to their customers,
implementing the minimum health standards prescribed by the government and work
from home arrangements, and searching for alternative livelihood and new customer
segments.

The shift to e-commerce and online payment transactions remains a challenge for
enterprises in Malolos and Paombong. Given the limited physical transactions and
movement, a number of enterprises initiated the use of online platforms and cashless
payment systems. However, e-commerce is not as prevalent in Bulacan as it is in Metro
Manila.



A significant feature of the Bulacan economy is the prevalence of local multipurpose
cooperatives, which mainly provide credit to various MSMEs. Social capital networks
have already been established by cooperatives in the province to provide support to
MSMEs, including fish vendors and other microenterprises. These cooperatives may
then be tapped for economic recovery and crisis resilience programs that would assist
MSMEs to gain better access to markets in the new normal.

The response of the cooperatives in Bulacan show that austerity is not an option

in the time of the COVID-19 pandemic. Most remarkable are the community-driven
initiatives of the cooperatives. In one case of a large-scale cooperative, apart from
providing 12,000 food packs to its members, it also made calamity loans and subsidies
for rapid testing available. In fact, at least 50 Bulacan cooperatives out of 502 active
cooperatives reported extending different forms of assistance from relief operations to
loan and payment moratorium.

5. Toward Recovery and Resilience in Bulacan

The recommendations for recovery and resilience in Bulacan are threefold: health,
recovery, and resilience. The overarching policy response relates to the persistent
need to focus on the health aspect to allow business operations complemented with
economic recovery, including the necessary but insufficient short-term measures and
long-term recovery measures. In the case of Bulacan, three main elements can be put
forward in the agenda toward recovery and resilience:

1. Public—private cooperation and coordination in setting up physical distancing and
health and safety guidelines for business operations in the new normal;

2. Empowerment of Bulacan cooperatives as they provide urgent short-term measures
to MSMEs, including insurance, and shift to digital platforms and e-commerce; and

3. Investments by local government units in building sustainable economic resilience
for the COVID-19 pandemic and beyond.






1. Overview of Study

The City of Malolos and the Municipality of Paombong are among the local government
units (LGUs) identified as areas covered in the Manila Bay Sustainable Development
Master Plan (MBSDMP) whose formulation began in January 2018, In early 2020, the
consultation process of the Master Plan identified a need for further studies on the
existing hazards from climate, environmental, and disaster risks and the capacity of
communities to address their vulnerabilities, particularly against the risk of sea level rise
and coastal flooding. All these efforts ground to a halt in March when the restrictions
driven by the COVID-19 pandemic prevented the roll out of project activities.

In response to the sudden changes, many organizations, including the Partners for
Resilience (PfR), shifted their focus to the more urgent humanitarian needs of LGUs

and other local stakeholders. Development initiatives transitioned quickly into response
and recovery projects to provide immediate support to vulnerable communities through
sanitation kits and information campaigns. However, these initial efforts fell short of
supporting livelihoods in the “new normal.” With 99.7% of Bulacan enterprises found to be
composed of micro, small, and medium enterprises (MSMEs) that employ 80% of workers
in the province, understanding the impacts of COVID-19 on MSMEs became warranted.

The research was conducted to provide evidence-based insights for COVID-19
economic recovery and long-term development plans.

This research was commissioned by the Institute for Climate and Sustainable Cities
(ICSC) and Cordaid Philippines to provide evidence-based insights for the benefit of the
local economic recovery plans for Malolos and Paombong. At the same time, the hope

is that with the results of this research, LGUs will effectively respond to the needs of the
local economic sector brought about by the pandemic and eventually be able to build long-
term resilience strategies against current and future risks, such as climate and disaster
risks and public health emergencies.

Figure 1. Overlay map of

3 hazard maps developed
during the preliminary risk
assessments, and the
barangay location of survey
respondents of the research



2. COVID-19 and the Economy

Whereas data from Metro Manila suggest a decreasing trend in COVID-19
transmission, other regions face an increasing trend. Bulacan, in particular, is not
among the identified high-risk areas despite its upswing in cases in late July that
led to the imposition of modified enhanced community quarantine (MECQ) in early
August.

The earliest case of COVID-19 in the Philippines was an imported case in January 30,
2020, but a sustained community transmission of the virus was not reported in the
country until the middle of March. In response to the earliest case of COVID-19, President
Rodrigo Duterte convened the Interagency Task Force for the Management of Emerging
Infectious Diseases (IATF-EID), which was created in 2014.

As shown in Figure 2, the country reported daily fluctuations in new cases. As of this
writing, the highest number of new cases in a day was 6,877 new cases, which were
recorded on August 10, 2020. In early October, the OCTA Research showed that whereas
the data from Metro Manila presented a decreasing trend in COVID-19 transmission,

the data from the other regions exhibited an increasing trend, although Bulacan was not
among the identified high-risk areas.? The first case in Bulacan was reported on March
9, 2020. The fluctuations observed in the entire Philippines were then observed in the
province (Figure 1). The highest number of daily cases in Bulacan as of this writing was
447 cases, which were recorded on September 17.

Figure 2. Number of daily cases and seven-day moving averages of COVID-19 in the Philippines and in the

Province of Bulacan
Source: Feasibility Analysis of Syndromic Surveillance Using a Spatio-Temporal Epidemiological Modeler for Early Detection of Diseases,
Department of Health.



Apart from the prohibition of mass gatherings and the suspension of school activities
and public transport, the enhanced community quarantine (ECQ) also implemented strict
home quarantine alongside the restrictions on the operations of many private firms,
except for those in sectors producing essential goods and services. However, with the
suspension of public transportation, travel across political jurisdictions was limited to
enterprises engaged in food delivery and supply and required food passes and food lane
accreditation.

The Philippine economy contracted by 16.5%, with the industrial and service
sectors weathering the heaviest economic impacts.

With the Philippine economy, as measured by the gross domestic product (GDP),
contracting by 16.5% in the second quarter of 2020 relative to that in the same period last
year, the assessment of the impacts of the pandemic on business activities, especially
those of small Filipino firms, has become crucial. MSMEs comprise 99.5% of firms in

the Philippines and employ 63.2% of all Filipino workers according to the 2018 List of
Establishments of the Philippine Statistics Authority.

Table 1 shows that the contraction in the economy in the second quarter of 2020 was
due to the disruptions in the industrial and service sectors. On aggregate, the contribution
of industrial sector, as measured by gross value added (GVA), decreased by 22.9% in the
second quarter of 2020 relative to that recorded last year. As for the contribution of the
largest sector—the service sector—it dropped by 15.8%. These changes suggest that the
affected enterprises in these sectors, especially the MSMEs, urgently need short-term
subsidy support. The MSME respondents from Malolos and Paombong identified subsidy
or credit from government as the type of help they need.

Table 1. Breakdown of GDP Growth by Industrial Origin Approach, 2020

Gross value added y th rate (%)
i ear-on-year growth rate
Ly el (2018 prices, in millions) S ¥
Origin Approach
2019 Q2 2020 Q1 2020 Q2 2020 Q1 2020 Q2
Agriculture 409,818 439,734 416,402 -0.26 1.61
Industry 1,493,273 1,324,022 1,151,788 -3.37 -22.87
Services 3,071,640 2,662,284 2,586,640 0.60 -15.79
GDP 4,974,731 4,426,040 4,154,830 -0.71 -16.48

Source: Philippine Statistics Authority

The source of growth of the Philippine economy, albeit only small, comes from agriculture,
the GVA of which has increased slightly by 1.6% relative to that recorded last year. Such
attribution is aligned with the experience of the aquaculture sector in Bulacan that faced
disruptions only in the first weeks of the community quarantine, according to some key
informants from the sector. The sector was later able to at least maintain operations close
to those conducted prior to the pandemic.

In contrasting GDP growth and employment, the results of the latest Labor Force Survey
(LFS) in July actually showed encouraging improvement in the employment situation.




The unemployment rate of 17.7% in April 2020 dropped to 10% in July 2020, although a
significant number of workers remain affected. In terms of the magnitude of employed
workers, Figure 3 shows that April 2020 saw a 20.1% reduction in the number of employed
workers relative to that in the same period last year. This rate matches the decline in
output in the second quarter. In July, the decline in the number of employed workers
showed an improvement at 3.8% relative to that recorded last year.

Figure 3. Year-on-year growth in GDP and magnitude of employed workers by sector, 20719-2020 Source of basic
data: Philippine Statistics Authority; Note: 3rd quarter GDP data were unavailable at the time of writing.

Furthermore, the LFS for the second quarter of 2020 showed that underemployment was
higher than what recorded last year by 1.3 million. In the same period, the number of
self-employed and unpaid family workers increased by 344,000 and 437,000, respectively.
Self-employment or unpaid family work, especially during the pandemic, may not be able
to provide enough income, which could explain the rise in underemployment.

COVID-19 has severely disrupted the work engagement of households. This
disruption is magnified by the lack of mobility caused by the community quarantine
constraining the operations of enterprises.

To understand the market disruptions, we can explain the Bulacan economy by using

the so-called “circular flow model of the economy” (Figure 4). The diagram in Figure

4 indicates the areas of disruptions. In the figure, Bulacan residents are represented

as households interacting with Bulacan enterprises through two types of markets:
commodity markets and factor markets. Hence, apart from the exchange of goods and
services between households and firms in the lower half of the figure, another type of
relationship is shown in the upper half. The upper half shows that households also provide
the so-called primary inputs to enterprises or the “factors of production.”
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Figure 4. Circular flow diagram of the economy
Source: Authors’ layout, Canva, Free Media License

As indicated by the data from the 2018 List of Establishments?® in Figures 5 and 6 and as
validated by the interviews and survey in Malolos and Paombong, households interact with
firms as sources of the factors of production in various ways. This description pertains to,
for example, the workers in consignacion or in food service establishments. In most cases,
the description refers to employees of small retail shops or in various manufacturing
industries in the province. For those who are self-employed, their case is interesting to
explain as they offer their entrepreneurship to the firms they also own. Hence, these
self-employed individuals, who are usually engaged in buy-and-sell trade, actually pay
themselves when they earn profit. Nevertheless, a part of these factor markets would

be the Bulacan residents who own parcels of land that they lease to livestock raisers or
buildings that they rent out to business establishments.

With limited capacities for movement under the community quarantine, households are
unable to offer these resources to the factor markets, and the creation of value (i.e.,

the transformation of raw materials into new goods or services) is constrained. This
condition then translates into a reduction of economic activity across economic sectors.
The decrease in business operations consequently reduces the income received by
households. With low incomes, households respond with reduced spending.
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Figure 5. Distribution of MSMEs in Bulacan by PSIC 2009 classification, 2018
Source of basic data: Philippine Statistics Authority

Figure 6. Distribution of employees in Bulacan by PSIC 2009 Classification, 2018
Source of basic data: Philippine Statistics Authority
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Bulacan enjoys a dynamic local economy partly because of its geographical and
economic linkages with Metro Manila. These strong linkages also became the
constraints during the early months of the pandemic because of travel restrictions
between political jurisdictions.

Figure 4 also shows the relationship of Bulacan’s local economy with the that of the entire
Philippines, specifically Metro Manila. As explained by key informants from the City of
Malolos, many of the manufactured goods in the city include garments, bags, and fish
products. Bulacan traders also import goods to be sold from Metro Manila. Given the
mobility constraints during the ECQ, many of these firms found it difficult to source goods
to be sold because of the restrictions in the movement of people between borders.

With the geographical and economic proximity between Malolos and Paombong as the
case study areas of the survey, the local economies of these two towns are closely linked
in the same way that Bulacan is linked to Metro Manila. Malolos is the banking capital

of Bulacan and houses large retail malls and grocery markets, which attract not only the
residents of Malolos but also those of Paombong. The same can be said for the education
sector, with many students from Paombong being actually enrolled in schools in Malolos.
Transport routes between Malolos and Paombong are therefore available.

To assess the economic impacts of COVID-19 and the resulting community quarantine,
we present the results of the key informant interviews and the semi-structured survey for
MSMEs located in Malolos and Paombong conducted in September 2020.

3. Disruptions to the Bulacan Economy

The heaviest brunt of the quarantine measures was experienced during the first three
months of the pandemic, with Bulacan placed under either ECQ or MECQ. At the start

of the community quarantine, people were only starting to understand the necessity of
physical distancing and other health protocols. In the same way, local governments were
faced with the need to immediately produce guidelines on how to operate without first
consulting the concerned enterprises. Immediate action was perhaps prioritized over
coordination with stakeholders.

Therefore, a significant disruption was observed in the supply of food commodities, even
with the government’s assurance that the operations of essential sectors could continue.
Around July, the community quarantine measures imposed on Bulacan were relaxed.
However, due to the rising cases in August, strict measures were again imposed on the
entire province. Table 2 maps out the timeline of the community quarantine measures
imposed on Bulacan. After August 18, the quarantine status was reverted to general
community quarantine (GCQ). During the GCQ in September, cases grew and peaked to
447 once again.
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Table 2. Community Quarantine Measures in Bulacan.*

Inclusive Dates Quarantine Measure Imposed
March 15 to May 15 ECQ

May 16 to May 31 MECQ

June 1 to June 30 GCQ

July 1 to July 31 MGCQ

August 1 to August 3 GCQ

August 4 to August 18 MECQ

August 19 to August 31 GCQ

September 1 to September 30 GCQ

October 1 to October 31 MGCQ

Prior to the pandemic, about 90% of the surveyed MSMEs were performing
profitably.

The major sectors in the Bulacan economy are the wholesale and retail trade sector (47%),
the accommodation and food service sector (13%), and the manufacturing sector (12.5%).
Most businesses in these sectors and in other sectors are classified as micro and small
enterprises.

The survey results from 184 MSMEs only partially reflected this profile, with 24.46% coming
from trading, 23.91% from transportation, 16.30% from accommodation and food service,
and 10.67% from manufacturing. Most of the surveyed MSMEs follow the typical business
models of such businesses, with many of them maintaining a sole proprietorship structure
that caters to individual customers through direct selling. Prior to the pandemic, about

90% of the surveyed MSMEs were performing profitably. However, the COVID-19 pandemic
affected the outlook of the MSMEs for the rest of the year; only about 40% expected to earn
profits, 40% expected to break even, and the rest expected to incur losses.

Figure 7. Disruptions to the Malolos—Paombong economy
Source: Authors’ illustration
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The disruption to the local economies of Malolos and Paombong can be regarded
as a disruption to supply and demand.

The disruption to the Malolos—Paombong economy, as shown in Figure 7, can be

viewed as a twofold framework between supply and demand that affects the capacity

of enterprises to earn revenues. As gleaned from the figure, the constraints in the supply
of goods and availability of services stem from the community quarantine measures
imposed on Luzon in March and on other parts of the country in the months that followed.
As for the reduction in demand faced by enterprises, it can be attributed to the required
social distancing and other stay-at-home policies that were implemented to contain the
transmission of COVID-19 and thereby prevent an even bigger public health crisis.

During the ECQ in in Bulacan from mid-March to mid-May, the mobility of people was
severely limited. Apart from people being advised to stay home unless they needed to
purchase household essentials, public transport was also suspended. For the case of
Bulacan, a significant number of MSMEs outside the food and health sector had to stop
their operations. However, even those involved in the supply and delivery of food and other
essential commodities experienced disruptions to their entrepreneurial activities. They
faced difficulties not only in understanding the guidelines for quarantine passes and other
required documents during travel but also in gaining access to transport services. The
particular case of Bulacan being a satellite economy to Metro Manila further revealed that
strict border control and curfews were one of the main factors that prevented enterprises
from continuing their activities. Retailers found difficulties in purchasing their supply of
goods from outside Bulacan, as seen in Box 1, while those involved in manufacturing
could not easily source raw materials and incurred high costs because of the price
increase imposed by suppliers. These disruptions can be ultimately linked to the increased
unemployment and reduced earnings given that many business owners found themselves
unable to pay for the salaries of their workers, rent, and utilities.

Box 1. Retailing and Cross-Border Constraints

The wholesale and retail trade sector was among the sectors allowed by the national government
to remain operational under the ECQ. In particular, the government distinguished between the
essential segment of the said sector and the nonessential segment.

The same was reflected in the retailers in Bulacan, where about 30% of the 45 surveyed retailers
had to shut down because they were classified as nonessential retailers. Unfortunately, these firms
still incurred massive losses; on average, they only earned PHP 113,000 but incurred PHP 116,000
in labor costs and PHP 15,000 in overhead costs for March 2020. These firms also agreed that the
quarantine measures were among the major problems that they faced during the pandemic as such
measures prevented them from operating during the ECQ; even with relaxed restrictions, these firms
still struggled to operate. In particular, they identified the acquisition of supply from across borders,
such as other municipalities in Bulacan (particularly Malolos) and Metro Manila, as an obstacle.

Meanwhile, the firms that were allowed to operate during the ECQ were mostly pharmacies, food
stalls and food vendors, sari-sari stores, and gasoline stations. On average, these retailers also
experienced losses, but they still remained operational because they were allowed to and because
they were able to adjust accordingly. For instance, almost 42% of the surviving establishments were
able to find other means to connect with their customers while almost 20% were able to adjust to
the mandated minimum health standards immediately. In sum, the imposed community quarantine
policies are among the primary determinants of a firm's survival or shutdown during the pandemic.
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Figure 8. Operational disruptions
and shocks of MSMEs, March 2020
Source of basic data: PfR-ICSC-Cordaid Rapid
Assessment Survey of MSMEs in Malolos and
Paombong
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Unfortunately, even as the economy started to reopen gradually, the reduction in demand
for many goods and services persisted because of the existing threat of COVID-19
transmission. Many households continued to follow the stay-at-home policies and
practice social distancing because of the fear of infection. The decrease in household
demand can also be attributed to the disruptions to the market economy. With many
households experiencing reduced income, the circularity of the economy has revealed
how the pandemic transformed into a demand problem. Without household income and
consumption returning close to the pre-pandemic levels, enterprises will be unable to
return to normal operations without the demand from local residents or from Metro Manila
consumers (as indicated in the circularity of the economy shown in Figure 4), even as the
government imposes less strict protocols.

The MSME survey conducted in Malolos and Paombong showed that the monthly
reported revenues declined by 54.29% between December 2019 and March 2020.

As shown in Figure 8, most MSMEs identified the reduction of revenues as among the
shocks that they experienced during the ECQ. The MSME survey conducted in Malolos
and Paombong showed that the monthly reported revenues declined by 54.29% between
December 2019 and March 2020.°> Meanwhile, the total costs declined by 16.02% between
December 2019 and March 2020.¢ This trend suggests that many of the MSMEs surveyed
suffered losses when the pandemic struck in March.

The other top problems that they identified include the imposition of the ECQ and the
accompanying mobility restrictions. The second most pressing problem identified, apart
from the reduction of revenues, was the high input costs and other supply constraints
that affected the MSMESs’ operations. The other problems that may or may not be directly
related to the operational disruptions of the pandemic include the failure to pay the costs
of running and maintaining the business, other financial constraints, the inadequacy

of government subsidies and support, and even the effects of the pandemic on the
entrepreneurs and workers’ psychological well-being.

The key to the analysis of the economic impacts of COVID-19 in Malolos and
Paombong is understanding the shutdown decisions of businesses.

The MSME survey conducted in Malolos and Paombong revealed that compared

with the survey respondents’ pre-pandemic financial performance in December 2019,
their revenues and operating costs in March 2020 fell. This change would suggest a
contraction in their operations because of the restrictions imposed by the ECQ. However,
to further assess how economic activity was disrupted, one must contrast the financial
performance of firms that were capable of continuing their operations amid the strictest
community quarantine measure in March 2020 and that of the firms that were forced to
shut down.

Further understanding how the pandemic and the community quarantine have affected
MSMEs involves understanding the revenue and cost structure of these firms. When do
firms shut down? If revenues are higher than the costs (i.e., profits are positive), then firms
continue operating. Firms, however, may decide to continue operating at a loss as long as
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the revenues can cover the variable costs (e.g., raw materials and other operating costs)
and a portion of the fixed costs (e.g., wages and salaries’ and overhead costs). In this
case, firms can continue employing their workers even if they are operating at a loss. By
contrast, firms will decide to shut down if their revenues cannot even cover their variable
costs.

Among the 184 surveyed MSMEs, 66 firms reported that they had to temporarily halt
their operations amid the ECQ. As shown in Figure 8, most of these MSMEs come from
the transportation sector (22.73%), accommodation and food services (21.21%), and
trade (21.21%). In March 2020, 50% of the firms recorded monthly revenues below their
overhead, labor compensation, and operating costs. Hence, the revenues of these firms
failed to cover the fixed and variable costs that they incurred during the first few weeks
of the ECQ. Meanwhile, 118 of them were able to continue operating in March 2020. In
contrast to situation of the firms that had to shut down amid the ECQ, the MSMESs that
were able to operate must have just been earning enough to cover most of their variable
costs and a portion of their fixed costs.

Figure 9. Percentage of MSMEs that shut down in March 2020 (by sector)
Source of basic data: PfR-ICSC-Cordaid Rapid Assessment Survey of MSMEs in Malolos and Paombong
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4. Adjustments of Bulacan Enterprises to the New Normal

Among the MSMEs that reported being able to adjust to the quarantine measures, 30.4%
devised various means to reach their customers, 26.6% implemented the minimum health
standards, 2.7% implemented a work-from-home setup, 16.3% searched for alternative
livelihoods, 8.2% serviced new customer segments, 15.2% retained the same method of
production and/or service, and 8.7% identified other mechanisms.

Figure 10. Adjustment mechanisms in the Malolos—Paombong economy
Source: Authors’ illustration

About half of the surveyed MSMEs were able to adjust following the
implementation of the community quarantine measures in Bulacan, with essential
and nonessential sectors differing in their adjustment mechanisms.

As shown in Figure 10, the adjustments made by the enterprises in Malolos and
Paombong can be differentiated between the changes made by the essential sectors to
continue their operations and the changes made by the nonessential sectors to find new
commodities or services. In both cases, two more issues arise. One, the were questions
on how firms can shift their operations online. As the next subsection would show, there
remains constraints to shifting towards e-commerce. Two, the guidelines with regard to
how firms could continue operating also required clarification. For instance, the initial set
of guidelines imposed by local governments in the first two weeks of the ECQ created
uncertainties among enterprises and unnecessary disruptions even to enterprises in
essential industries. Dialogues between local governments and private enterprises
allowed firms to operate.

As described in the figure, the adjustments made by essential industries involved three

main aspects of business operations: layout of the workplace to enforce physical
distancing among workers and customers, adjustment in the operating hours to comply

19



with curfew and ensure physical distancing, and modifications in the standard operating
procedures. A notable experience was that of consignacion enterprises engaged in fish
trade in the Panasahan Fish Market in Malolos. To comply with physical distancing, fish
buyers bidding for fish and other aquaculture products resorted to using pen and paper
instead of the common practice of bulungan (whispering).

As for the nonessential sectors that were forced to stop operations due to community
quarantine guidelines or due to the cancellation of clients, a notable story is that of the
garment manufacturers in Malolos. Most of them switched to the production of masks
as orders for school uniforms got cancelled because of the shift of the education sector
to offsite learning. Another example comes from event caterers that faced cancelled
events because of the prohibition of mass gatherings. These firms decided to engage

in food delivery services, which have eventually become prevalent as people continue

to stay home and as workers in essential sectors require food delivered to them to limit
movement. As for essential industries, their case is a story of survival. The shift toward
new goods and services continue to be constrained by mobility issues and the persistence
of low demand from consumers.

Box 2. Surviving Together: Textile Manufacturing in the New Normal

Established in 1996, Angel’'s Garments primarily manufactured t-shirts, jogging pants, and
jackets at a low price. Their usual clients were mostly schools not only in Bulacan but also in
Bataan, Paranaque, and Metro Manila.

Belonging to the nonessential sector, Angel’s Garments experienced the impacts of the
pandemic from two aspects. On the one hand, they had to temporarily shut down their physical
operations because of the ECQ. On the other hand, the demand for their products, especially
that from schools, dropped drastically. With obvious loss in revenues, how did Angel's Garments
manage to remain afloat? Recognizing the need to survive, they secured orders for face masks
from various consumers and personal protective equipment (PPE) from hospitals.

From the very beginning, Angel’s Garments knew that part of the costs that they needed to
cover were the wages of their employees. Their employees have been with them since the
founding of their enterprise, and they are all highly skilled in high-speed sewing. That is, the firm
recognizes the skills of their employees that other workers won't be able to easily offer. At the
height of the pandemic, Angel's Garments knew what was most important, that is, for them to
survive together.

The education sectors in Malolos and Paombong comprise private and public institutions,
which belong to the nonessential sector. Some students from Paombong go to Malolos to
study because these towns are adjacent. Moreover, Paombong has an easily accessible
transportation route to Malolos. Thus, travel is not a concern for the students from
Paombong. However, with the pandemic, private educational institutions in Malolos faced
a serious obstacle. Private schools had to resort to various means to cover the foregone
revenues. Examples include the cancellation of salary increases for teachers and loan
applications from private individuals should collaterals not be offered by crediting banks.
Being a nonessential sector, the transportation sector perhaps faced the greatest difficulty
in adjusting to the current environment. Face-to-face interaction is difficult to avoid during
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travel, although physical distancing can be done with a few arrangements. Even with

the transportation sector being allowed to operate, it is still hindered by people’s fear of
traveling. Nonetheless, the sector looks forward to coping regardless of the dangerous
situation. For some drivers, they opted to utilize the funds they received from their
cooperative to engage in online selling. Their profit from their new endeavors has helped
them support their family. Others have opted to switch jobs. For UV Express operators,
they initiated negotiations with the e-commerce platform Shopee to offer logistics
services. Meanwhile, water taxis operated as part of the skeletal operation system.

Online selling has become a good venue for these businesses to continue their
operations. Online platforms include Facebook and Shopee, and they both cater to the
essential and nonessential sectors. The food sector offering retail, trade, and related
services is an essential sector. For distributors of frozen meat products, online platforms
have gradually increased their sales, along with the consumer demand for the products.
In fact, in Malolos, an “online palengke” was put up on Facebook. The Malolos Online
Palengke became a venue in which sellers could continue their business. A group of
riders could then be tapped for deliveries. The online selling route is more suitable for
retail than for consignments where fish products are being bought per tub. An online
payment system has also been offered as a payment option, although the cash on
delivery (COD) remains the preferred mode. In Paombong, plant selling and landscaping
services make up a big industry. Although this nonessential sector has shifted to online
selling, enterprises in the sector do not intend to continue doing business online when the
environment returns to normal. With the increased demand in Metro Manila, enterprises
have focused on making pots out of cement.

The shift to e-commerce and online payment transactions remains a challenge for
enterprises in Malolos and Paombong.

Despite the efforts to move business activities online, the cases in Malolos and
Paombong have revealed the need for significant development in digital infrastructure and
the shift in consumption norms in local communities. For instance, not all enterprises and
consumers are able to access the Malolos Online Palengke on Facebook. As the MSME
survey revealed (Figure 10), of the 184 survey respondents, only 52 were prepared to shift
to online selling platforms. Meanwhile, 62 respondents said that they could not shift to
online selling, and another 62 did not know whether they could make such shift. Hence,
for a significant proportion of the MSMEs, building confidence in trying to access these
online platforms is a prominent issue. According to the survey, only around 20% of the
respondents reported having access to at least one cashless payment system.

For consumers, the key informants interviewed explained that COD payments are still
preferred by many, especially for Bulacan residents who have no bank accounts and no
access to online payment systems. Without fast and reliable internet and with consumers
being unfamiliar with online platforms and cashless payment systems, many enterprises
in Bulacan were not able to easily switch to online transactions. This scenario points

to the same issue of confidence in accessing these new technologies among Bulacan
residents.
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Figure 11. Preparedness for online selling among MSMEs surveyed
Source of basic data: PfR-ICSC-Cordaid Rapid Assessment Survey of MSMEs in Malolos and Paombong

A significant feature of the Bulacan economy is the prevalence of local
multipurpose cooperatives, which mainly provide credit to various MSMEs.

Interestingly, the lack of bank accounts and the resistance to the access of other online
platforms among Bulacan residents seem to be related to the prevalence of cooperatives,
especially in Malolos. According to the key informants interviewed, people in the province
prefer membership to cooperatives to opening bank accounts for their savings because
cooperatives require less documents and less processing time. Moreover, many remain
unfamiliar with online payment systems and are wary of using technology for fear of
making mistakes and losing money.

In this case, the local government of the Province of Bulacan can take advantage of the
existing network of social capital already established by cooperatives in the province in
providing support to MSMEs. In the 1990s, cooperatives in Bulacan were given roles in
local development by the local government (Pagdanganan 1999). The effort has earned
Bulacan its designation as the “Cooperative Capital of the Philippines” for not only being

a pioneer in the cooperative movement in the Philippines but also having the greatest
number of cooperatives per land area (Socorro-Calara and Cabanada 2004). The stories in
Box 3 depict the important role of cooperatives in the province.
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Box 3. Credit Cooperatives in Bulacan
When austerity is not an option: Fiscal stimulus from a local cooperative

The Caniogan Credit and Development Cooperative, operating now for almost four
decades, is one of the biggest cooperatives in the region with a membership of 40,600. The
cooperative is primarily set up for lending, but it also covers funeraria and subdivisions.
During the pandemic, the cooperative released loans amounting to PHP 200 million despite
suffering from reduced collections.

Most remarkable are the community-driven initiatives of the cooperative. Apart from
providing 12,000 food packs to its members, it also made calamity loans available. They
are also exploring a partnership with Landbank as a payment satellite. They even paid for
the rapid testing of members suspected of being positive for COVID-19. In addition, the
cooperative conducted an information drive related to COVID-19 and supplied face masks
and alcohol to its members. Indirectly, they also generated output for seamstresses by
ordering masks from them. In fact, at least 50 Bulacan cooperatives out of 502 active
cooperatives reported extending different forms of assistance from relief operations to
loan and payment moratorium as reported by the Cooperative Development Authority
(2020) as of August 2020.

Notably, the cooperative allowed for the massive outflow of funds even in the face of
reduced inflow. The cooperative expressed confidence in being able to survive if the
community quarantine did not return to ECQ or MECQ. Nevertheless, they hope that the
government can complement the initiatives with mass testing, effective contract tracing
systems, and transparency with regard to socioeconomic programs to effectively reopen
the economy and eventually revive consumer confidence.

Challenge or opportunity: Making cooperatives work in the new normal

For almost two months, St. Francis, a medium-sized cooperative, was unable to collect
from its members either for savings or for payment of loans as they were not allowed

to operate during the ECQ from mid-March to mid-May. Cooperatives in Bulacan employ
people as collectors who go from house to house to collect savings or loan payments from
members. The lack of collection meant that cooperatives also had to make adjustments in
their business operations so as to continue employing their workers, albeit at a “no work,
no pay” basis. For their restaurants and grocery stores, work hours were reduced to give all
employees a chance to work.

However, even when the economy reopened a bit in June, collection was still around
30%, increasing to only around 45% by late August at the time of the interview. The lower
collection rate seemed to stem from people’s fear of social interaction and the reduced
income of members who also faced financial difficulties because of the pandemic.

The story of Bulacan cooperatives also reveals the constraints of shifting to digital
platforms. The inability of the cooperatives to collect savings or loan payments through
online payment systems lie not only in the members’ lack of access to information on
such platforms but also in the convenience offered by casual face-to-face interactions with
collectors visiting the members’ homes. In fact, setting up an online store for their grocery
operations proved to be challenging. Can the cooperatives be tapped for a transition
toward digital transactions?
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The digital challenge of cooperatives in the new normal

As a result of the initial quarantine measures imposed on Bulacan, cooperatives had to
temporarily stop their operations. With the reduction in income, some members started
pulling out their capital shares from their respective cooperatives. Then, the Provincial
Cooperative and Economic Development Office (PCEDO) initiated two capacity-building
programs that may help cooperatives to retrofit their operations and allow for the flow of
funds to continue.

First, Zoom meetings with cooperative representatives and free webinars were initiated.
Through these consultations, cooperatives were eventually allowed to operate three times
a week to facilitate payment collection. The webinars proved to be challenging given the
need to improve the internet connectivity in the province. Second, the E-Kaya system, an
electronic payment platform, was introduced by the ASEAN Confederation of Credit Union.
However, only three to four cooperatives availed of this service. What can PCEDO further
do to facilitate the adoption of E-Kaya among cooperatives?

5. Toward Recovery and Resilience in Bulacan

The COVID-19 pandemic is a public health emergency that requires containment
policies. As a response, the Philippine government have imposed different levels of
community quarantine across the country since mid-March with the goal of containing
the transmission of the virus. Unfortunately, as explained by the ADMU Economics
Department and FASSSTER Working Group (2020), flattening the epidemiological curve
through these containment policies deepens the recession curve (Figure 12).

Figure 12. Policy response framework for economic recovery from COVID-19
Source: The figure is a modification of the trade-off model between public health and the economy from ADMU Economics Department and
FASSSTER Working Group (2020).
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The interviews and survey conducted in Malolos and Paombong revealed that enterprises
are aware of the need to reopen the economy, which in turn requires new types of health-
related transactional costs (Castillo and Muyrong, forthcoming). Hence, economic
recovery toward the new normal requires health policies relating to occupational safety
and health (OSH) in the new normal and an economic recovery package. Hence, the study
adapts a threefold policy response framework. The overarching policy response relates
to the persistent need to focus on the health aspect of the response to the pandemic

to allow business operations in the new normal. The continued operations should be
complemented with economic recovery, which includes necessary but insufficient short-
term measures and long-term recovery measures.

In the case of Bulacan, three main elements can be put forward in the agenda toward
recovery and resilience:

1. Public—private cooperation and coordination in setting up physical distancing and
health and safety guidelines for business operations in the new normal;

2. Empowerment of Bulacan cooperatives as they provide urgent short-term measures
to MSMEs, including insurance, and shift to digital platforms and e-commerce; and

3. Investments by LGUs in building sustainable economic resilience for the COVID-19
pandemic and beyond.

Public-private cooperation and coordination in setting up health and safety
guidelines

In local economies, the first element is the need to continue the public—private
cooperation and coordination in setting up workplace guidelines to ensure social
distancing and other health and safety protocols. More specifically, emphasis is
placed on the need for the local government to not only communicate but also consult
with stakeholders regarding the set of health and safety protocols to be imposed. As
revealed by the experience of Bulacan, the initial set of guidelines imposed by the local
government in the first two weeks of the ECQ created uncertainties among enterprises
and unnecessary disruptions even for enterprises engaged in essential industries.

Dialogues between the local government and private enterprises would facilitate
compliance by firms, especially when the government accommodates the suggestions
and recommendations proposed by the former. Furthermore, local and national
governments may design incentives to encourage enterprises to take responsibility in
minimizing the risk of transmission in their own workplaces and among their employees
and thereby foster their own business continuity. Through such efforts, enterprises
contribute to the broader community effort to stop the transmission of the virus and to the
prevention of any resurgence of cases, as observed in late July to early August.

These efforts must complement the continuing call for mass testing and more stringent
contact tracing to mitigate the virus transmission that appears to continues today.

After all, the experience of Bulacan shows that the relaxation of community quarantine
measures to reopen the economy can lead to the upswing of new cases if the health and
safety standards are not continuously implemented.
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Empowerment of Bulacan cooperatives as they provide urgent short-term measures
to MSMEs and shift to digital platforms and e-commerce

As the economy is reopened, the second element of the policy recommendations involves
short-term measures that remain necessary to combat the impacts of COVID-19 on
MSMEs and their workers’ well-being. The NAGKAISA! Labor Coalition (forthcoming), in
their labor recovery agenda, calls for a one-time grant of up to PHP 500,000 to MSMEs
depending on size and other forms of support from the government. However, the labor
group’s main hope is for enterprises to receive subsidies so as to retain their workers while
remaining compliant with core labor standards, including the OSH standards required in the
new normal.

The survey of MSMEs in Malolos and Paombong showed that some firms were able to
adjust and continue their business activity even while operating at a loss. The need for
urgent short-term measures for MSMEs can be gleaned from the survey result, which
also showed the MSMEs that had to shut down had low revenues relative to their costs.
In fact, the survey also revealed that the owners of these MSMEs themselves identified
the reduction in revenues and the inability to pay firm expenditures, especially wages and
overhead cost, as among the top problems they faced in the past months. The response
relates to the identification of subsidy and credit as the second most viable solution for
MSMEs to be able to remain afloat after reopening the economy (Figure 13).

These findings have emphasized the need to begin dialogues about how MSMEs can better
adapt their business operations in the new normal. As the findings show, this might involve
simply responding to health and physical distancing protocols. In other cases, this involves
assisting MSMEs towards diversification of goods and services. In all cases, helping
MSME owners to access digital platforms seems beneficial to keep businesses going in
the new normal. To help enterprises to adjust, local government efforts must now shift

not only toward fostering access to and confidence in online platforms but also toward
economic recovery and crisis resilience planning.

The government may turn to cooperatives in terms of providing access to financial capital.
As noted previously, a significant feature of the Bulacan economy is the prevalence of local
multipurpose cooperatives, which mostly provide credit to various MSMEs. Hence, it seems
straightforward for the local government to further empower the cooperatives sector. More
specifically, the local government may partner with cooperatives to assist them not only in
transmitting grants but also in identifying MSMEs, especially microenterprises.

The partnership with cooperatives may also serve as a mechanism for Bulacan and its
enterprises to adapt and shift toward digital platforms and e-commerce. The gap in the
adoption of the E-Kaya system among cooperatives presents a foregone opportunity for
cooperatives and enterprises to initiate a shift to digitalization in the local economy. Thus,
coordination must be established among the strategies of incentivizing cooperatives to
adopt online payment platforms (as well as incentivizing their members to take advantage
of such tools), teaching of digital financial literacy to members and enterprises, and making
investments to boost the digital infrastructure in Bulacan. With the correct sequencing and
incentivizing of desirable behavior among cooperatives, members, and enterprises, each of
the outlined efforts in the shift toward digitalization and e-commerce will be worthwhile.
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Figure 13. Top solutions in the new normal identified by MSMEs, March 2020
Source of basic data: PfR-ICSC-Cordaid Rapid Assessment Survey of MSMEs in Malolos and Paombong
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Moving forward, the cooperatives, alongside microinsurance institutions, may also be
tapped to assist MSMEs in understanding the benefits of insurance amid crises such as
pandemics or climate change. The inclusion of insurance as one the services that can
be developed and subsequently offered by cooperatives and existing microinsurance
institutions is an important segue toward crisis resilience among MSMEs.

Investments by LGUs in building sustainable economic resilience for the COVID-19
pandemic and beyond

The survey revealed that small business owners, in trying to stay afloat these past few
months, have been in survival mode and have been stuck with trying to remain hopeful
about returning to the old normal (Figure 13). If LGUs were to pursue resilience in the
economic sector, particularly in the greater Malolos and Paombong area, MSMEs and
communities must be empowered to move beyond this type of response toward evidence-
based, informed, and innovative strategies.

For instance, the agriculture and fishery sector recorded positive growth at 1.6% in the
second quarter of 2020; thus, resilience of the sector under the new normal seems
possible to foster. After all, in the case of Bulacan, the aquaculture sector led the call for
public—private cooperation and coordination in setting up guidelines on how to operate
in the new normal. Growth in the new normal can then come from the expansion of
aquaculture and poultry raising alongside the potential revival of the piggery sector.

Investments for building sustainable economic resilience against not only the implications
of the COVID-19 pandemic but also future environmental, climate and other disaster risks
will present golden opportunity for the LGU. Plans and preparations based on lessons
from the COVID-19 pandemic will help the LGU identify which factors must be addressed
and eventually cope with existing problems and establish appropriate arrangements for
such.

Thus, as the most essential sector, the agriculture and aquaculture sectors require an
implicit plan whenever it faces a crisis or risk. This would also imply a need for increased
investments in environmental protection as a strategy for disaster reduction and
resilience, such as rehabilitation of ecosystems of clean-up efforts in the local fishpond
areas. Furthermore, leaders should think steps ahead to restore economic growth. The
same is true for all other sectors that comprise the whole local economy. In addition,

a blueprint of plans may result in safe and highly sustainable economic activities from
which Bulacan would benefit. Thus, while each plan must be modeled according to the
nature and practices of each sector, an overarching framework can be adapted from
community-shared agriculture practices coupled with direct selling initiatives that are now
observed not only in Bulacan but also in other parts of the country.

In fact, Ateneo de Manila University economist and professor Dr. Alvin Ang (2020) is
now calling for a massive information drive for Filipino families to eat healthy food
everyday alongside a massive campaign for entrepreneurship in the countryside. Jerik
Cruz and Marjorie Muyrong (2020) discuss a similar strategy that the Department of
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Agriculture can adopt to spark social innovation among local communities through social
entrepreneurship. However, as the circular flow diagram in Figure 3 shows, the national
and local governments have a role to play in making the economy run again, especially
local economies such as those of Malolos and Paombong where infrastructure remains
underdeveloped. More specifically, there is a need for complementary investments from
the government in agricultural infrastructure and digital infrastructure to aid entrepreneurs
in entering local markets and Filipino families in gaining easy access to food markets
being opened up.

Ultimately, the recognition of short-term measures remains to be insufficient. Hence,

the third element of the recovery plan must involve long-term planning toward recovery
and resilience against current (i.e., the COVID-19 pandemic) and even future or projected
risks and disruptions (i.e., sea level rise, flooding). Such element presents a “golden
opportunity” to pursue economic recovery in the long term while ensuring that sustainable
development and climate/urban resilience are not compromised. In this regard, current
and future risks to economic sector should be understood, and widespread awareness
campaigns involving local stakeholders should be conducted to develop innovative and
adaptive strategies that will carry well into the new normal.

Conclusion

The current environment seems to indicate that COVID-19 is here to stay and that
consumers and firms would have to adjust to the new normal. Given these conditions,

the local government can initiate dialogues among various stakeholders with the goal

of creating new ideas on how to adapt to the new normal and increase the resilience of
the local economy. Sectors such as food services and retail trade can consider investing
in building capacity to develop digital and low-touch economy within the province. The
expansion of agriculture and aquaculture-based entrepreneurship can stimulate demand
and supply while delivering welfare-improving commodities to Bulacan households.
Capitalizing on the social capital of local cooperatives can contribute to increasing general
coping capacity. In other words, the new normal brought by the pandemic requires new
and innovative ideas that can meet the requirements of physical distancing and health and
safety protocols, help rebuild local profitability, and increase the long-term resilience and
sustainability of small businesses. Hence, the strategy for recovery and resilience must
involve stimulating demand and supply to make the economy run again. The strategy
should respond to not only the new realities brought about by the pandemic but also the
existing risks, such as climate change, disasters, and others.

The survey results showed that most of the surveyed enterprises were significantly
affected by COVID-19 and the mandated community quarantine measures. However, the
survey also revealed that a number of firms were able to adapt, with many of them forced
to prioritize the survival of their enterprises and the livelihood of their workers. Resilience
cannot stem strictly from the perseverance of Filipinos. Pursuing recovery and resilience
in the face of the COVID-19 crisis requires a set of policies and programs to ensure that
MSMEs and other affected segments of society have access to resources to keep their
productive activities running, especially in times of crises.
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End Notes

* Marjorie Muyrong, Ateneo de Manila University and La Trobe University,
mmuyrong@ateneo.edu; Cymon Kayle Lubangco, Ateneo de Manila University, cymon.
lubangco@obf.ateneo.edu; and Charlotte Marjorie L. Relos, Ateneo de Manila University,
charlotte.relos@obf.ateneo.edu. Special thanks and acknowledgement are given to Mox
Ballo for her invaluable inputs and comments on the survey instrument design and on
implementing the statistical analyses of the research team.

'The study is part of the project “Rapid Situation Analysis on the Impacts of COVID-19
to MSMEs in Malolos and Paombong” initiated by the Partners for Resilience (PfR)
as part of its COVID-19 humanitarian response efforts. PfR (Bulacan) is composed of
the Catholic Organization for Relief and Development Aid (Cordaid), the Institute for
Climate and Sustainable Cities (ICSC), and the Malolos Diocese Commission on Social
Action (DM CSA).

2| atest updates on COVID-19 transmission trends from OCTA Research,
an independent body of researchers composed mostly of academics,
were reported in the news. See https://mb.com.ph/2020/10/08/
pandemic-continues-downward-trend-high-risk-areas-need-stricter-quarantine/.

32018 is the latest release of the List of Establishments from PSA.

4https://www.bulacan.gov.ph/government/covid19_advisory.php

>The average revenue of firms in March was significantly different from the average
revenues of firms in December at a=0.001.

®The average cost of firms in March was significantly different from the average cost of
firms in December at a=0.01.

’The pandemic has also revealed that wages and salaries, which are usually considered
as variable costs in basic economic theory, are regarded as fixed costs with the
recognition that employment and earnings are closely related to welfare among
households.
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