Philippines

WHAT  FILIPINOS  ARE  LIKE
Filipinos, all fifty-seven million of them, are mostly of Malay stock and belong to a young democracy that is the product of many years of Spanish and American colonization.  One writer says the country “lived in a convent for 350 years and then in Hollywood for fifty years.”  Filipinos belong to a country with one of the highest literacy rates in the world (eighty-eight percent), and where English is spoken very fluently by the well-educated ones.  In spite of the presence of eight major indigenous languages and a number of minority groups such as the Muslim Filipinos in the south, the assimilated ethnic Chinese, and  scattered pagan ethnic tribes in the interior, there is a relative sense of homogeneity among the majority of the lowland Christian Filipinos, who are about eighty-three percent Roman Catholic. To foster cultural unity, Tagalog (or Pilipino) has been designated the national language, with English as the secondary  language.  The Philippines is unique in Asia in the sense that its peoples reflect a blend of both Eastern and Western influences (mainly American) in its culture. 

     Foreigner businesspersons will be pleased to find that the larger corporations, especially those in the Makati district of the metropolitan  Manila area, operate very much like American firms.  The younger, more modern  managers are educated in prestigious local private and public institutions, such as the Asian Institute of Management, Ateneo de Manila University, La Salle University, and the  University  of  the  Philippines,  whose  M. B. A.  and  management training programs are patterned after the American system. The more well-to-do ones obtain their training abroad, particularly in the United States.  You will find, though, that even as younger managers strive to adapt Western, particularly American, ways of doing business, ingrained native values still operate in varying degrees.  You will encounter four very important social values when you negotiate with Filipinos: (1) utang na loob;  (2) amor propio, SIR, pakikisama, and Hhya;  (3) suki;  and (4) family loyalty.  


(1) Filipinos have an immediate appreciation of the basic negotiating concept that nothing in life is free. Utang na loob describes the value placed on receiving help or favors from someone else—usually from your family, circle of friends, and business associates. When you receive the particular benefit in whatever form—be it money, facilitation through the bureaucracy, or any kind of social support, whether or not it is freely given—you are bound by social obligation and gratitude to repay the gesture some time in the future. Utang na loob derives from the nation’s underdeveloped state. Due to the high level of poverty and the difficulty of getting support from the government bureaucracy to meet  personal and social needs, Filipinos have learned to find persons who have the  power, access, and linkages to decision makers who are in the position to grant housing, business, or scholarship loans from a development bank, to  secure medical or social benefits from the social security office, and so forth.  The country is so underdeveloped that government and even private bureaucracies can not give services to all who are entitled. So scarce are the resources of these organizations that the few who are served consider getting the service a favor.  Because of the value  attached to utang na loob, Filipinos consider it a compliment to be thought of as  someone who is reliable in meeting his or her obligations; conversely, it is an insult and affront to be considered ungrateful and reneging on these obligations.   


(2) To a  foreigner, it appears there is a lot of “dancing around” in dealing with  Filipinos socially. This perception is somewhat accurate because of the value  attached to amor propio, smooth interpersonal relationships (SIR), pakikisama, and hiya.   All four concepts are related.  Amor propio refers to the Filipinos’ great concern for maintaining dignity and honor in the eyes of the public they are exposed to.  Filipinos use their own version of face-saving, which they abbreviate with the acronym SIR (smooth interpersonal relationships), by seeing to it that conversations and business meetings go smoothly by avoiding open confrontations and argumentativeness.  They  feel  they  are saving both their faces and those of their guests by creating appearances of harmony and good relations.  Thus, they will not openly disagree, they will not use  euphemisms and indirect speech, they will flatter you, and, when it is absolutely necessary, they will tackle a serious disagreement by bringing in a third party to smooth out an otherwise thorny encounter. Pakikisama is the value placed on going along with what the group wants  so as not to displease anybody and stick out like a sore thumb. Hiya literally means shame, and Filipinos at times go to great lengths to avoid situations that would put them on the spot and perhaps evoke rejection and, therefore, shame.  For instance, they avoid standing up for their rights, they do not assert their privilege to apply for a loan, and so forth.  It can even be a situation so minor—like meeting a foreigner—that makes unfamiliar Filipinos so shy and hesitant to talk about themselves candidly.  All this happens because of hiya.     


(3) In the marketplace, the suki system works to create stable relationships between buyers and sellers. If you are a regular buyer from a store, the owner considers you a suki if you purchase your goods from him or her regularly.  The suki system works extensively and creates a network of unwritten contracted relationships between wholesale suppliers and retailers, retailers and customers, and small tradesmen like  tailors or drivers and their customers. If you are a suki, there is an unspoken expectation that you buy the goods or services regularly and occasionally recommend them to your friends. In return, you get extended credit terms, goods of consistently high quality, and special treatment when being attended to.   

     (4) Filipinos are loyal to members of both their immediate and extended families.  They express this sense of loyalty and support by hiring their relatives, especially in  companies they own and run. The scarcity of jobs and the difficulty of breaking through both the government and private company marketplace increases the need for this kind of special patronage. Placing their relatives in strategic managerial positions also ensures business owners that they have sufficient control over their operations. Owners of huge corporations, who belong to the traditionally rich oligarchy, like to appoint their nearest kin, like a son or daughter, to occupy top executive positions. Other than these exceptionally high-level positions, traces of nepotism aren’t too visible in the lower levels of big and well-known corporations, such as the San Miguel, Benguet, and Ayala corporations.  More impersonal Western methods are used to staff the rest of the organization. Nonetheless, as a general rule, the extended family and taking care of all family members within a business is the business norm in the Philippines. The core of the elite of Philippine society is composed of a few families whose wealth and reputation can be traced back to the eighteenth century. Their regional strongholds were initially based on their landholdings. Today, many of the top political figures, absentee landlords, and big business executives come from those families.  This exclusive upper class makes up three percent of the country’s population. They hold most of the wealth and have access to government favors. The height of the skewed dominance of the upper class was during the Marcos Era, 1965–1986. Graft and corruption reached their peak during this administration, which promoted its own brand of crony capitalism.  Its main purpose was to enrich the friends and relatives of ex-President Ferdinand Marcos, and, of course, Marcos himself. The country’s laws and public agencies were absolutely abused in the process of creating private empires. The Aquino government thereafter started to dismantle the corporate empires spawned by these cronies by confiscating their assets and premises.  Most of the sequestered companies were put up for sale by the new government in an effort to privatize their productive capacities. Meanwhile, members of the disenfranchised elite fled the country and found refuge abroad. Unfortunately, the same type of graft and corruption that existed during the Marcos reign reasserted itself late in the Aquino reign and is currently very visible. For instance, some of  Aquino's relatives were implicated in a number of shady deals:  Her brother and his wife were implicated in a scam involving Australian gambling syndicates who needed licences to operate in the Philippines.  This incident, among others, thoroughly embarrassed Aquino, who did not hesitate to order government officials to prosecute even her own relatives.   


Things have changed, but there is still an elite.  The “new” elite is composed of some of the traditional elite who remained in the country and who were either uninvolved in the clandestine network of business dealings of the previous government, or who were involved but were “pardoned” by the new government.  Other members of the “new” elite are newly assigned government officials who were previously regarded as “powerless glorified technocrats” under Marcos.  They were not quite as wealthy as the Marcos cronies. They seem to be the main bastions of power as the government seeks solutions to the country’s enormous problems.  

     There are three other important segments in the upper class that you need to know about.  One segment consists of many American and Spanish citizens who played significant roles as bankers, financial experts,  business  executives,  manufacturers,  industrialists,  importers, and exporters in the local economy, while retaining ties with their native countries. Then, there are the Philippine-born pure-blooded Spaniards and Spanish mestizos (mixed blood), who descended from the elite class. They first emerged during the Spanish era that ended in 1898.  Since then, they were socially protected and  maintained by the sense of exclusivity and prestige associated with their origins. The third segment, consisting of the wealthy Chinese mestizos,  is not quite as socially visible and prominent as their Spanish counterparts. Through generations of intermarriage with the locals and an increasing degree of cultural assimilation, the later generations of Chinese mestizos concentrated in Manila and other large cities as they became powerful channels of trade and commercial activities. Quietly, they amassed great wealth, and some of them have become dominant in finance, banking, and manufacturing. 

  
Members of the small middle class ascended to this level mainly through education and the subsequent business and political opportunities available.  Though entrepreneurship is supposed to be a  main route to vertical mobility, opportunities for gathering capital were restricted because the country’s resources were increasingly controlled by the few families who held them.  Today, the middle class consists mainly of small businesspeople, small property owners,  professionals, civil servants, teachers, merchants, tradesmen, and clerical workers.     


Sixty percent of the population consists of those who have incomes below the official poverty line. This is the lower class. Their average family size is six.  The very poor are in both urban and rural areas, and they lack full-time jobs.  Those who do have jobs are mostly domestic helpers, peddlers, laborers, drivers, and minor clerks. The majority of the unemployed live in squatter areas scattered throughout the metropolitan areas.

FILIPINO  NEGOTIATORS  AND  YOU 


Gaining  Entry  through  Power  Brokers


Filipino Negotiators:  Filipinos slant their decisions in favor of those they are familiar with or who  are at least connected in some way to their network of business contacts, friends, or family relations.  It is largely a personalistic society, where scarce resources such as money, other forms of financial support, and social support are distributed  through person-to-person  linkages  bound  by  patron-client relationships.  Because of this, you will find it to be a rather complex system that provides you service only if you are at the right place, in the right time, with the right contacts.  The right contacts are especially valuable to whoever wants to get new business, and they are also helpful in getting favorable decisions on any proposal.  The relatives of President Aquino emerged as members of the new political and economic elite following the local elections of January 1988.   The pattern observed is reminiscent of that which Marcos capitalized on, but to a much lesser degree.  


You:  To enter the Philippine market either as a buyer or seller, you must find a good local contact. In dealing with the government bureaucracy, you have to be represented by a registered agent. Get recommendations from local trading  companies, import-export firms, and Filipino consulates abroad.  Get an agent who is well-connected with the industry and particular firm you are interested in.  Your agent is valuable to you in at least six ways:  obtaining permits, cutting through bureaucratic red tape, getting credit and foreign exchange, being introduced to key decision makers, maintaining smooth communications, and expediting your negotiations by acting as a third party when problems occur and when issues need to be reclarified and reinterpreted. Their fees are negotiable, and usually they are open to other incentives that foreign executives are in a position to give.


You must not only find yourself a registered agent—you have to keep yourself up-to-date.  Acquaint yourself with the changes in the political arena and identify the rather rapid changes in power networks. Even as the government makes strong efforts to rid itself of the graft and corruption that maintained the Marcoses and their cronies, there are still signs that government officials are involved in brokering large business deals.  In the Philippines, political and economic power go hand in hand.  That has not changed, and probably never will change.  So we advise foreign business executives to cultivate many contacts on all sides of the political spectrum.  Do this becauise of the volatile nature of the country's politics and the relative instability of tenure of its appointed and elected officials.


SIR:  The  Oil  That  Lubricates  Business


Filipino Negotiators: Filipinoshighly value SIR (smooth interpersonal  relationships) not only among themselves but also with foreigners. Their society is permeated with a great deal of personalism. For example, they want to know all the details of your whole personal life, even if these do not have anything to do with your business transaction. New business relationships are usually preceeded by long social conversations focusing on the personality and personal circumstances of the person they are getting to know. Filipinos express this kind of personalism in the effusive smiles with which they greet you.  They smile not only to set the stage for mutually profitable relationships but also for amiable relationships.  Part of the price Filipinos pay to maintain SIR is putting a lot of extra effort into circumlocutions.  They avoid open confrontations as much as possible and do not like public criticism.  When either one happens, they are extremely sensitive to maintaining their amor propio, or personal dignity  and honor—their local version of saving face.  They also want to save the face of the other side, which is why they will hardly be forthright and frank with objections and criticisms.   You will have to do some probing to find out negative things.


You:  You will have to do a lot of adjustment and mental rehearsals, especially if you come from Western countries where impersonalism and controlled body language is the norm.  For one thing, you will learn how to smile more, or at least you will learn how to be comfortable  with dealing with a lot of smiles.  Plan ahead of time which aspects of your personal self you will share in  the candid conversations that are preludes to your new business relationships. Back off and find appropriate ways (and times) for airing disagreements with the other side. Remember the delicate matter of preserving their amor propio.  Do as much as you can to make them look good.  Remember, to win their trust, you will have to orchestrate your senstivities so that they are attuned to  these particular needs that most Filipinos have.


Fine-Tuning  Your  Sales  Presentation


Filipino Negotiators: Top-level Filipino negotiators appreciate an elaborate  presentation that emphasizes the important benefits of your proposals. Audio-visual aids that help highlight the history of your company, your strong product lines, and your good service will greatly aid your presentation. Back up your claims by testimonials and documents showing customer satisfaction.  To make it easier for them to read and understand your proposals, use local standards for units of measure and local currency.  For instance, state your monetary terms in pesos, c.i.f. Manila.  Filipino business executives also appreciate any additional incentives your company may offer them to sweeten your proposal.


You:  Plan ahead for the right audio-visual materials and equipment to use just in case they are not available on the premises of the other side’s company.  Filipinos react favorably to vivid and colorful methods of displaying information. Be sensitive to their economic problems by gearing the benefits of your proposal toward short-term gains to the country.  Highlight those gains that are consistent with the government’s plans for recovery.  Because of the shortage of economic resources in general and foreign exchange in particular, consider offering generous pricing terms and financing if you can.  If you are  selling products, emphasize those with well-known international brand names, especially American brand names.  Filipinos are exposed extensively to American advertising in their media. Invitations to visit your office back home and observe your plant operations are welcome incentives for top-level executives.  They love to travel abroad.


Exploring   Business   Opportunities


Filipino Negotiators: For many years, the Philippines has maintained a liberal attitude toward foreign investment. Tax exemptions, financial and technical assistance, and packaged investment incentives are available to those who are interested in ventures that conform to the government’s priorities.  Some of these incentives include: Nationality requirements for producers and  exporters of preferred products have been relaxed. Income tax has been reduced.  The Central Bank has eased its rules covering remittance of profits and dividends and repatriation of capital.  Immigration rules for foreign investors and Filipinization requirements have been relaxed.  Aliens are now allowed to participate in the rice and corn  industry under certain conditions. Become familiar with the Investment Incentives Act (RA 5186) and the Export Incentives Act (RA 6135).  They will tell you more about the benefits and incentives the government gives to firms involved in preferred areas of investment.  


You:  Foreign investors have extra leverage in the Philippines because of the  country’s urgent need for capital and earnings. An important result of the government's efforts to confiscate the businesses owned and managed by Marcos and his cronies was the availability for sale at bargain prices of hotels, factories, and other companies. This was part of the government’s privatization program.  Investors could easily knock off twenty percent of the acquisition costs of these businesses by using debt-equity swaps: After buying Philippine loans from  foreign  banks  at a discount,  an investor can trade them for equity in Philippine businesses.  As a buyer of Philippine businesses or products, you can expect to be given extra attention and  special treatment.  But when you are selling, do notexpect the same amenities. In fact, you will have to plan ahead of time to find a way to get through the local business network. In short, it is a buyer’s  market and not a seller’s  market.  They do not have much foreign exchange and will not part with it very easily.  


Representation  During  Your  Negotiation  Sessions


Filipino Negotiators:  Attendance at introductory meetings by top-level local executives will depend on the appropriateness and effectiveness of your contacts.  If your contacts do not have friends within the interlocking  system of decision makers in the company you want to deal with, lower-level executives will most likely attend the first meetings to filter out the  beneficial aspects of your proposal.  They will pass on that information to their bosses.


You:  It is a good idea to have a team of experts represent your firm.  How many? That depends on what you are proposing. If the negotiations are expected to take a long time, have enough on your team so they can alternate during the sessions.  Your inactive members can observe the sessions. It is  crucial, though, for your top-level executives to participate in the final rounds of the negotiations, especially near the conclusion and successful close. Offering concessions and incentives is most timely at this stage of the process, and both sides should be in the position to grant them immediately.  


Decision  Making,  Filipino  Style


Filipino Negotiators:  Although the largest corporations train their executives in the most advanced Western management methods, most of them still use centralized decision-making processes. The chief executive of public companies makes the important final decisions, but there is a lot of close coordination with the government agencies that oversee their operations. Family-owned private firms, likewise, are closely run by their owners.  Still, they have a high regard for what the CEO has to say, if he or she is not one of the relatives. Most of the top executives of these firms, however, are still the family members, and often they control their company with an iron hand. Since jobs are scarce in the Philippines, outmoded techniques of treating workers, for instance by emphasizing penalties rather than rewards, are tolerated by middle-level and lower-level managers.

As a rule, Filipinos have a hard time saying “no.”  Therefore, they will often smile, say “yes,” or give some other positive signal when all the time they meant to say “no” to your proposal.  So do not be surprised to find them being roundabout in the way they indicate how your proposal is doing in the hands of the decision-makers.  


You:  Give them enough room to save face by not pressuring them. Allow enough time for them to consider your proposal. Filipinos are known to squander time, so do not be surprised by many routine delays.  Do not show hints of impatience, and do not pressure the other side to tell you what the final decision is.  Even though you are not hearing about its progress, your proposal is slowly being processed through channels.  Wait for the other side to initiate a discussion about the fate of your proposal.  It is OK to ask them to tell you approximately how much time it will take for them to consider the issue.  Do not be fooled by what they tell you, though.  Most likely, the period of time it will actually take is longer than what they say it will take.  Better yet, be direct and ask them when you can check on the progress of your proposal.  The usual procedure is to submit a proposal to senior management. They will consider it and then make a recommendation to their CEO.  The final decision flows back down from that point.     


You will find Filipinos are at home with the tedious process of seeking concessions.  They love to wrestle with you for the best deal.  Go to the local shops.  You will quickly observe how they haggle. It is common for veteran buyers to cut  twenty to forty percent off the price of most items. Shop sellers do not seem to mind—they willingly engage the buyer in a tug-of-war for concessions.  They do it in their shops, and they will do it with you, too.

     Do not overlook the importance of the role played by your contact person or agent throughout your negotiations. To cut short what could be an extremely time-consuming effort of obtaining a favorable decision, enlist the support of a well-connected person right from the start.  Ideally, look for somebody with a top-level executive position who belongs to the circle of friends or school mates of the main decision maker in the firm you are wooing. Another complicating factor in dealing with the bureaucracy in large organizations is the existence  of the bata  (lakad ) system.  This refers to the linkages of expediters who work for a particular manager. Because they compete within the organization for scarce resources, managers have to nurture their own connections within the firm.  These good connections have at some time or or another benefited from favors done for them by the manager.  Try to get to know these important people, too.  

A delicate matter that all foreign negotiators have to be discrete about is how to handle incentives, or what in the eyes of others may constitute a bribe. Quite often, obtaining favorable decisions from top executives is expedited by certain percentage shares, commissions, bonuses, or outright bribes. It has been suggested that these be enclosed in a blank envelope or in a briefcase left on the desk of the decision maker.  Although the government is trying to get rid of graft and corruption, such institutional practices central to doing business in the Philippines will take a lot of time to eliminate.  

SPECIFIC  FILIPINO  NEGOTIATING  TACTICS  

(1) Ask the Seller for a Lower Price:  When Filipino’s are buying, sometimes they will refuse to bargain with you and name their price on a “take-it-or-leave-it” basis.  If they do decide to bargain with you, they will be tough and ask you to improve your offer, or they will remind you of your competition. They will insist on their price demands, and if you do not give in, they will try nibbling for concessions on other items such as credit terms, delivery dates, and so forth, just to gain the upper hand.  They also like to use use funny money, to get you to think either that the price they are offering is high enough or that the price you are offering is too unreasonable.  Sometimes, they will offer to split the difference with you.  Another favorite tactic of theirs is to try to soften you by saying that their “well is dry”  because their company’s rules will noy allow them to spend any more on your product or service.


(2) Ask the Buyer to Pay More:  As sellers, Filipino executives like to subject you to pressure tactics. They like to remind you that there are others  who would like to buy the same product or service. Sometimes, they will receive all their customers in the same room at the same time and have them see and hear each other bargain.  They also like to use funny money  either to persuade the buyers that the price they want is reasonable if not cheap, or to show that the price you are offering is too low compared to the quality and value you will be getting.  Often, they will try to get you to split the difference with them, to gain some momentum in  the negotiation.


(3) Ask the Boss for a Raise:  Most Filipinos use the records of their past and present performance and achievement in  negotiating for a pay raise with their bosses.  This seems like a reasonable and  fair enough thing to do.  However, they are also capable of exerting extra pressure  to push for their raise.   They  try  to keep the pressure on their bosses in many ways:  One way is to remind their bosses of just how important they are  to the company and how much they have achieved so far.  If they are key contributors to the company, they like to use their leverage to demand many things, the pay raise being only one of them.  They will deliberately press for a number of such demands to distract their bosses from the latter’s own demands and requirements. If their bosses try to please them, they sometimes will take advantage of this and put on an act  to emphasize  how much they want the raise.   

       On the softer side, they often take a less confrontational approach with their bosses.  For instance, they will often leak their desire for a raise through  another colleague to test how their bosses react. This way, they can change their initial approach if it does not work too well and try something better.  Before actually asking for the raise, they like to float information through the grapevine about their most current accomplishments to make them look good in their boss’ eyes.  Another thing they like to do is to try to improve their relations with their boss and make them their ally before asking for the raise.  Once they have told their boss what they want and have learned their objections, they will work on the issues raised by their boss to d
