Indonesia
WHAT  INDONESIANS  ARE  LIKE 
Nearly 200 million Indonesians call the thousands of islands of Indonesia home. The national motto is “unity in diversity” or Bhinneka Tunggal Ika.  Living up to that motto is a formidable challenge, considering that the country has about 300 different ethnic groups. Among the better-known ones are the Achenese, Badui, Balinese, Bataks,  Bugis, Dayaks, Minahasa, Minangkabu, and the ethnic Chinese. The official language of Indonesia is Bahasa Indonesia, essentially Malay-based, which is spoken by seventy percent of the people.  Most Indonesians perceive that knowing it is necessary to get a better job, social  status, and prestige. The use of Bahasa Indonesia has helped promote some semblance of national unity, although it has not entirely replaced the more than 200 provincial dialects that are being used.  English is officially the second language, and a sizable (but aging) minority still speak Dutch. (The Netherlands used to be colonial masters of Indonesia.)


Indonesians are ninety percent Muslim, five percent Christian (mostly Roman Catholic),  and three percent Hindu and Buddhist. A strong underlying influence in the religious life of Indonesians is animism, or the belief that supernatural forces are at work influencing one’s destiny. Thus, Indonesians are greatly preoccupied with activities that seek to divine the will of the spirits and appease their wrath.  An outside observer will notice practices involving magic, sorcery, and mysticism. Business executives influenced by animism plan their activities according to supernatural conditions most favorable to them. 

For instance, an executive who wants to take a trip holds a selamatan, a communal feast to pacify evil spirits, especiallynaga, or the serpent deity, who once protected Buddha from a great storm.  If naga is in the way of the executive and the destination, the trip is postponed untilnaga has moved to another spot. A dukun, or witch doctor, performs the complex task of charting the movements of naga.   


Three social classes predominate in the two main types of urban centers in Indonesia:  (1) metropolitan cities such as Jakarta and Surabaya on Java, Medan on Sumatra, and Ujung Pandang on Sulawesi, and (2) regional towns like Malang and Bandung on Java, Jambi and Banda Aceh on Sumatra, and Balikpapan in Kalimantan.  The first social class is the elite.  Three elite groups predominate. The first group is composed of the higher-ups in regional towns, who combine both the Western style of living and the traditional norms of their ethnic regions. Mostly Javanese and those retired from government service, these persons were educated in the Dutch colonial era and held positions in the colonial administration. They were active in the nationalistic phase of the country’s political development and participated in the quest for independence. After independence, they occupied high positions in society that were once the exclusive ranks of the Dutch  colonizers.  They highly value university education, civil service, and  authoritarian/hierarchical managerial practices.         


The second elite group is composed of those who, like the members of the  first group, were active in the quest for independence but were not quite as well educated.  They were also more strongly influenced by their ethnic cultures even as they tried to blend Western influences into their style of living.  Although they flaunt the external trappings of Western-style conspicuous consumption, deep inside, they do not subscribe to modern patterns of thinking and behavior.

     The third elite group is younger.  It is the first generation of  post-independence Indonesians. They differ radically from the first two groups in that they are more strongly oriented toward a metropolitan culture, are motivated much more by entrepreneurial gains rather than by joining the civil service, are less concerned with the traditional criteria for social status, and are more driven to attain financial security for their spouses, children, and themselves.  Unlike their older counterparts, they are less attached to members of their extended families and are less bound by colonial attitudes that assigned undue importance to foreigners. They are more confident in dealing with foreigners and perceive themselves as equal to them.

     The second major social class is the middle class.  It consists mainly of mid-level  civil  service  personnel,   skilled   and   semiskilled    workers

and merchants engaged in petty commerce. Caught in a bicultural life, they combine values of both the metropolis and their ethnic origins. Some members of this group include those who have university degrees, the Chinese and Arab minorities, and the wealthy santri who can afford expensive Western goods but who are not admitted into the higher elite circles because they are perceived as unsophisticated. The lower class is composed of the illiterate street peddlers, laborers, servants, and other lowly groups. They usually live in crowded and unsanitary village units called kampongs. 

     The religious sense of the Indonesians as expressed by their animism is also reflected in their political ideals. Former President Sukarno enforced the “Five  Principles” or Pantja Sila in his effort to base the Indonesian identity on high  principles: (1) belief in a Godhead that is One, (2) nationalism, (3) humanity or internationalism, (4) democracy, and (5) social justice.  Later, he added five more  principles to constitute the “Manipol” (Political Manifesto) or the USDEK, as they  are known in short:  (1) U for Undang-Undang dasar 1945, the 1945 constitution; (2) S  for Socialisme a la Indonesia; (3) D for Demokrasi Terpimpin, “Guided Democracy”;  (4) E for Ekonomi Terpimpin, “Guided Economy”; and (5) K for Kepribadian Indonesia,  the Indonesian identity.  Sukarno strongly believed in the magic  potency of these slogans.  The country’s P-4 Programme tries to ensure that all government employees, executives in government businesses, educators, and high school and university students understand and practice these concepts. Indonesians manage their affairs using the social concept of gotong-royong, or the spirit of working together to reach common goals.  So pervasive is the  concern for harmony in the group that consensus is almost always sought in the decision making process at the village level.  Among families, the spirit of  gotong-royong is expressed by decision-making that is done for the good of all its  members.  Poorer members of the family expect to be assisted by their wealthier  relatives—for instance, by finding work for them.  

     
Traces of cultural tension in the managerial profession exist.  Some  managers, especially the Bataks and Minahasa, can be fiercely nationalistic and want to employ only native Indonesians. A smaller group, executives who have had the benefit of international exposure in Dutch elite schools, for instance, are more aware of the concept of global interdependence in business. Therefore, they are more open toward adopting international business practices. But, in general,  all groups of Indonesian managers consistently strive hard to measure up to the difficult work required to attain the Western standard of living they want.  



On the whole, a big shortage exists of the skilled manpower needed to meet the needs of the Indonesian economy’s projected and stepped-up investments for the rest of the twentieth century.  The government has offered tax breaks to foreign firms willing to provide on-the-job training to pribumi (or truly ethnic Indonesian) workers. It hopes this will alleviate the shortage of technical and managerial skills.  

     
Labor unions are not too effective because their major weapon, the strike, is illegal. Unions are under the control of the political parties they are affiliated with, and this is where their real power comes from.  Dues are very low, so workers usually join more than one union in order to express  the wide range of their political beliefs.  


Indonesia has many social problems. First, there is the Chinese problem.  Many Indonesians resent the economic power of the wealthy Chinese. They continue to wield considerable economic power even after the government made rural Chinese close up their shops and move to cities, restricted the entry of Chinese students in the universities, and harrass them with penalties for unfair business practices. The Chinese have circumvented many restrictions, including those that did not let them hold import-export licenses and those that excluded them from obtaining government contracts.  Many changed their Chinese surnames to Indonesian surnames in order to keep a low profile.  Many Indonesians perceive standard Chinese business practices as being unfair—such as keeping long hours, living on the business premises, and entering into multiple collusive arrangements among themselves. Government laws discriminate in favor of the majority of the population, the pribumi, who are somewhat economically disadvantaged. For example, the government owns the majority of the shares in domestic industries, the Chinese twenty-seven percent, and the pribumi  eleven percent.

     Another social problem arises from the clashes between the Muslims and other ethnic groups. And finally, there is the big problem of providing education to the population.  The availability and quality of education just can not seem to catch up with the country's burgeoning population.  (It was growing at an annual rate of  over two percent.)   Indonesia, like many other developing countries, has a tradition of large families due to its Agrarian background.  Although it is now in the process of industrializing and the  agricultural share of its GDP rapidly declining, traditions die hard.  The high fertility rates are to be found in the rural and mostly poor regions of the country. The affluent or growing affluent share of the population is seeing its birth rate decreasing.  Indonesia, like many other developing countries, is seeing its population grow in the segment that can least afford it—the uneducated,  unskilled, poorest in the country. 

INDONESIAN  NEGOTIATORS  AND  YOU 


Preliminary  Considerations


Indonesian Negotiators:  Certainly, there are business opportunities in Indonesia for foreigners.  Generally speaking, Indonesians need technical know-how, capital investment, and equipment.  But you will face restrictions and problems when you do business with them. For instance, only Indonesian nationals holding current fiscal certificates are allowed to import.  Furthermore, foreigners are not allowed to export or to distribute or market goods and services.  You will have to find an Indonesian willing to be your distributor if you want to sell there.  The government may let you establish a representative office and give technical advice to your importer-distributor, along with help on marketing, advertising, and after-the-sale service.


Other major problems that you will run into are related to the government’s intensive efforts to keep foreign capitalists from exploiting the nation’s resources:  (1) You have to give a certain amount of equity to Indonesians, but the rules for doing this are inconsistently applied.  (2) Political patronage strongly influences the selection of local partners for business projects. (3) Foreign enterprises can not borrow from Indonesian banks. (4) Indonesian labor laws are extremely protective of their people—in order to dismiss an employee, for example, you have to get permission from the local labor office.  


If you are seriously considering doing business with Indonesians, you will have to think about how to handle the many situations where the use of “grease” money is called for.  You will also have to deal with many politicians because local politics are inextricably linked with the economy.  Do not think you can avoid “grease” and politicians—you can not.


You: Study the current business environment there and watch how other foreign businesspeople are doing, particularly in your industry.  Weigh the costs of doing business there against the gains you expect, taking into account the restrictive policies and inefficiencies you will encounter. In particular, look into the Foreign Capital Investment Law, which strongly protects Indonesian interests.  Take a very close look at the sections covering the industries foreigners can enter, time limits on business projects, encouragement of the “Indonesianization” of foreign companies, and the limited legal rights of foreign ventures.  These points will assist you in your pursuit of the Indonesian marketplace.


Sensitivities in   “Breaking the Ice”


Indonesian Negotiators: Like other Southeast Asians, Indonesians are very personal when they interact with their countrymen and with foreigners. Trust building is a careful process that involves people-oriented socializing and a lot of “playing by ear,” or trial-and-error gut feelings. In the initial stages of your business relationships,  Indonesian hosts like to spend some time getting to know you personally.  They will ask you for details about your personal life, so do not be surprised.  They belong to a hierarchical society, so authority figures or their representatives will be participating at all introductory meetings.  Finally, they greatly value smooth social relationships based on warmth and good will.


You: If you expect to do a lot of business in this part of Asia, you will need to become accustomed to the “personal prying” of your hosts.  If you are used to the impersonal and efficient processes of business practices in developed countries,  you will have to change your style. Put together a package of information about your private self that you are comfortable in sharing. If you are basically assertive, learn to back down; proceed according to the cues your hosts give you.  Do not stress how good you and your compay are—this does not project too well here.  You may come across as a person who exhibits his or her superiority far too much.  Indonesians are very cautious in their dealings with foreigners as a result of their unhappy experience as a colony of the Dutch.  They are afraid of being taken advantage of, so emphasize their needs when talking to them.  Being informed about the latest government policies will leave a good impression on them.    


Local Representation


Indonesian Negotiators: Indonesians are more comfortable in dealing with foreigners when they communicate through a local third party.  This is understandable—not only can they express themselves in  their native language, but they can also use the local business practices they are comfortable with.  


You: Plan ahead.  Find a local representative.  This is a must in Indonesia.  So much business is conducted in the native tongue that language problems alone are enough to stump even the most competent foreign business executive.  You may be fluent in many languages but it is the idioms, slang, dialects that will defeat you.  Do not take chances, use a local representative who is fluent in the local dialect of the language and is knowledgeable of the culture.


Sales  Presentations


Indonesian Negotiators: The top-level decision-maker prefers to meet with foreigners during the initial visit.  Their team is better able to follow your presentation if it is amply supported by vivid visual details, so use a slide presentation, and include those graphics in your written presentation.


You: Plan ahead for the audio-visual materials and equipment you will use there.  Focus on reliability of use, after-the-sale service, and attractive price ranges, not on labor-saving efficiency. (Labor is cheap in Indonesia.) Align your incentives according to the government’s investment  preference. 


Decision-Making  Process


Indonesian Negotiators:  On your first visit, you will be met by the leader of the Indonesian team. Although Indonesians are basically a hierarchical society where decisions of those in positions of authority are honored by those in subordinate levels, great effort goes into seeking a consensus (mufakat).  The decision reached by the top person in the corporation is not necessarily the final decision, though. The government is often involved in approving business projects.  Sometimes a proposal that sailed smoothly through all the corporate levels may have to be sent back for reconsideration if the government office evaluating the proposal is not totally pleased. Not understanding the technical parts of your proposal also costs additional  time.  These delays will test you, but be patient. Do not pressure the Indonesians for a decision.  They react negatively to these kinds of efforts. There will be times when even intermediaries can only be of so much help. All you can do is be patient and wait.


A crucial point in your negotiation is reached when the subject of giving grease money, or sogok  (money under the table), pungli (unauthorized assessments), or korupsi (corruption) comes up for consideration (and it will come up). Demanding such payments on the side is very much a  part of doing business in Indonesia, even though the government is doing all it can through its KOPKAMTIB  clean-up program. Although they are basically rational and Western in their approach to business, Indonesian executives are also very much influenced by local superstitions in making their decisions. They engage in elaborate rites to appease evil spirits so their business activities may be successful.  Failures and obstacles may indicate that the gods are not pleased or that some rule has been  violated.   


You: Make sure that your top executive is present both at the first meetings and during the final rounds when the end is in sight.  Emphasize the main concept and the benefits of your proposal in your first visit with their leader.  Leave the technical details for later meetings with operational managers and technicians. Make allowances ahead of time for the additional time required for the next rounds of negotiations in case your proposal is not approved by the government.  Do not apply pressure on them.  Whether or not you use “grease” money will depend on your ethical standards.  Surely, this is one issue that  should have been thought about long before you began your negotiations. Do not presume you understand everything about the way Indonesians make decisions. Local animistic practices may make a lot of their decisions seem unintelligible to you.  Respect their decisions, and do not push for explanations. 


Points  of  Contention


Indonesian Negotiators:  They evaluate bids based on the quality of your product, delivery terms, reliability of after-delivery service, price, your performance record, and the quality of your sales presentation.  The Indonesian government has not been too easy with credit terms for firms who engage in foreign trade. Letter of credit (LC)  procedures are hardly encouraging.  Banks do not accept irrevocable LCs with  built-in terms.  At the time the LC is opened, they require twenty-five percent of the value of the transaction as deposit in settlement currency—one to two percent monthly cost.  


You:  Always seek the advice of an experienced intermediary.  Your local agent will make a big difference by way of enhancing your sales presentation and interpreting the other side’s business signals.  Make sure your price quotations are in both Indonesian rupiahs and your currency.  Include c.i.f. terms and a close estimate of the tariff duties due.  (You will not know for sure because of the sogok  you will have to pay.)  This is usually a considerable amount, since the government uses protective tariffs in place of import licenses.  


Seeking  the  “Right”  Connections


Indonesian Negotiators:  Getting a local representative to act as your intermediary is a must if you want to succeed in business in Indonesia.  There are three major groups you can turn to for support:  (1) The president and his close associates, (2) government officials from prestigious families, and (3) Tjojok Chinese. 


The first and primary group consists of President Suharto himself and his associates, friends, and relatives.  They are the most powerful group in the country.  Some of those who are in this exclusive network are the president's three sons, Sigit Harjojudanto, Bambang Trihatmodjo, and Hutomo Mandala Putera, and such influential Indonesian-Chinese tycoons as Liem Sioe Liong and Mohamad Hasan.  The Suharto sons have established a complex network of businesses, giving them an important hand in the most significant commodity and service sectors of the economy.  Their businesses are supported by  state contracts, government decrees, and licenses giving them the right to produce, import, and distribute goods and services.  They have the power to: (1) assign import licenses to a single company, (2) control imports by dividing quotas among a few importers, (3) appoint a few “approved traders” to distribute products, (4) enforce investment licensing to protect existing companies from new competitors, (5) designate local joint-venture partners for major foreign investment projects, especially in public works, and (6) grant semi-exclusive rights for service contracts.  Because of the strong link between politics and business, foreigners should keep a close watch on the players in the political power game.  Joint-venture projects are directly affected by any change in players. 


The second group of influential locals are the professional government  administrators and technocrats, usually from the traditional and prestigious  families.   The third group is made up of Chinese power brokers known as Tjojok Chinese.  These are specialists in working with government bureaucratic procedures. They know what forms to fill out, whom to contact, what offices to visit, who expects sogok, and the best approach to make to a  particular person.  Many Chinese are also prominent in the fields of finance and  investments. 


You:  It is important for you to establish connections through any or all of the three main conduits of power.  Power brokers expect reciprocity in their dealings with those who need their support. Exchanging favors or facilitating the deal with sogok are accepted practices in this respect. 


Communication Style


Indonesian Negotiators: Indonesians strongly believe in staying in harmony with nature and with everyone and everything that is part of it. Pleasant interpersonal relationships,  soft-spokenness, and trying to please characteristically mark their way of interacting with people.  They  have  great  concern for maintaining face or avoiding being placed in a position of malu or embarrassment.  Thus, they are averse to people who shout, criticize in public, and talk with loud and grating voices.  Subordinates in businesses, government, and society in general practice sembah, or respect for superiors. They are not supposed to question a superior’s decision.  So delicate are they in their communications that there are twelve ways to say “no” and six ways to say “please.” Indonesians are trained to practice hormat, or the conscious effort of honoring the other  person—he or she must be made to feel good and important.   You will like that about them.  


You: You will need to understand the complicated social rules that govern personal  interactions in Indonesia. It is so easy to offend the locals through careless  spontaneity. Westerners especially, who are used to the cut-and-dried direct approach back home, may find it difficult to trust a people that can not come right out with a  “no.”  They take great pains to avoid a confrontation, so they do not say “no” very often.  For example, they may even disappear from negotiating sessions if they have to give you unfavorable news. Negotiators who are used to fast decision making must curb the tendency to apply pressure when feedback is slow in coming. 


Sealing the Agreement


Indonesian Negotiators:  As a rule, they want the details of agreements put in writing so they can review them before signing. Written contracts have usually connoted mistrust in the past, although they are beginning to appreciate the opportunity for further consideration that written contracts give them.  They think of contracts as instruments to assure cash flow  and financial gain.  When relations are good between you, they may suggest that you forward the written contract to the top decision maker.  Do not misinterpret this as final approval—all it indicates is that you have the support of the negotiators at that particular level.  You will still have to  sell your proposal to higher decision-making levels.  The top person in the corporation is not necessarily the final decision maker, however. Big projects usually need to be reviewed by government agencies.       
 



Indonesians are not rigid in implementating contracts.  They are aware that some details may be overlooked in the contract, and so revisions will have to be made.  When cases of conflict do arise, arbitration may be resorted to rather than outright legal action. If you have to go to court, remember that contracts are interpreted according to communal law and the local civil code, which is patterned after the Dutch model.    


You: You'll need a lot of patience and staying power to endure the tedious process of moving your proposal through the different levels of decision making.  After moving through several levels, it is easy to be deceived by appearances that an agreement has finally been reached, especially because their communication style and social behavior favor smooth interpersonal relationships. The challenge to you is not to assume anything until the very last person in the chain of command has affixed his or her signature to the contract.


Specific   Tactics   Used   by   Indonesian   Businesspersons


(1) Ask the Seller for a Lower Price:  Indonesian negotiators may pull a fast one by asking for extra concessions which they will call “minor” after the bargaining sessions are over and shortly before they sign the contract (“the nibble”).  They may also gather competing sellers in one place at the same time and negotiate with them simultaneously.  Some of them will “low-ball” you by making it appear that their demands are low, but in actuality, they will ask for clauses such as inflation protection, cost-plus, and so forth, which really will cost you a lot.  Some try to impress you with their credentials to get you to give them concessions—they want you to think they are valuable potential customers.  Almost always, they will try to get you to improve your offer.  If they are not that aggressive, they will simply stall for time or exercise patience while waiting for you to relax your initial demands and lower your prices.


(2) Ask the Buyer to Pay More:  Indonesian sellers will make high demands on you.  This leaves them a lot of room to negotiate on price and other terms.  They may even gather a number of buyers together and negotiate with them at the same time to give themselves more leverage. They like to use similar technique—directly mentioning to you that other buyers also want the same goods badly.  After they have already agreed with you on the terms, they may ask for more money or some other concession from you before they deliver the merchandise. Indonesian negotiators may also like to tell you they have been long-time and reliable suppliers to many customers and so you should increase your offer.  As the negotiations proceed, they will seize every opportunity to nibble concessions from you.  If you happen to be tough, they may try saying “Yes, and . . .” This avoids any kind of direct disagreement with you.  Then, when it is timely, they will reaffirm their initial terms without having ruffled your feathers.  If they think they have little to lose, they may offer to split the difference between their offer and your offer.  If they want to play it tough, they could  turn 

the tables on you and get you to explain why they should sell to you instead of to other buyers.  If negotiations stall and the discussions seem to hold no promise, they are willing to simply abandon the negotiation.


(3) Ask the Boss for a Raise:  Indonesians send messages about their desire for a raise through colleagues close to the boss to test the boss’ reaction before they actually talk to the boss about it.  This way they can prepare themselves in advance for potential objections the boss may have.  To make the raise appear insignificant, they will also talk about the raise in terms of funny money.  Sometimes, they will apply pressure by making the boss feel guilty if a raise is not granted.


(4) Ask the Boss for a Promotion:  Indonesians use the record of their  past accomplishments and performance to negotiate a promotion with their boss. They also leak information about their achievements  through the grapevine to enhance their image.  If they already occupy high positions in the company, they may apply pressure by pulling rank and reminding the boss of their importance.



(5) Ask the Boss to Change Their Holiday Dates:  Most Indonesian executives  would be patient with their bosses and continue lobbying for a change of date even  after an initial refusal.  To facilitate the changing of the boss’ mind, they would even perform tasks that are far beyond the call of duty. Doing this will also make their boss look good.  If they are on  the cautious side, they might ask their colleagues to find out what their boss thinks about the change of date before they talk to the boss about it themselves.  Or they may approach the situation logically and ask their boss to look at personnel records to find out the precise dates of past holidays they have taken and current holiday dates their colleagues are taking. If their request is reasonable, the recorded dates of holidays taken by them and their colleagues will prove it.  Or they may use some other issue at work as leverage for them to get their boss to concede to changing dates; for instance, they could agree to do additional  work or work overtime without pay in exchange for the approval.  If they have a great deal of influence and power in the department, they could be aggressive  about their request and assume a “take-it-or-leave-it” attitude.  If the boss refuses their request, they may not be as  productive or as willing to do what the boss wants in the future. If the boss refuses to approve the change, they may decide to be absent anyway and try to get someone else to do their job in the meantime.  Or they could make it appear that they have given up trying to change  their boss’ mind after an initial refusal, and in the meantime try to find someone else in the company who will back them up.
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