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Exploring the Philippine Market

To learn more ahout the opportunities and challenges presented by the Philippine
market, imews speaks with Lawrence Chonag, Director for Strategy Development at
Consulus Cato Partners, a global brand consultancy. His extensive expetience in the
region includes aiding Philippine brands in their strategic efforts and helping
Singapore companies penetrate the Philippines.
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How would you characterise the current state of the Philippine market?
A lot of people underestimate the Philippine economy because of negative press
coverage in the past related to extrernism and an unsafe business environment.

However, the Philippine economy continues to achieve growth despite political
challenges. Its growth is fuelled by large inflows of funds fram millions of overseas
Filipino woarkers; increased investor interest for the local workforce, as it still has one
of Asia's highest literacy rates; and an investment-friendly government. As in any
emerging econarmy, there will be the usual challenges of dealing with the lack of
infrastructure and pro-business policies hut the positives outweigh the negatives.

How faveurable is the Philippines for foreign investors? In what ways?
When lined up with India, China and Yietnam, the Philippines appears to be well
positioned for the long term. It is emerging as the next frontier in the husiness
process outsourcing (BPC) sector, because like India, it has a highly-educated
workforce. This enables Filipinos to perform more sophisticated tasks such as
knowledge process outsourcing (KPO) for medical diagnosis, legal work and design.

Similar to ¥ietnam, it has one of the region's highest proportion ofyoung people, who
are adeptin Internet technaology. Filipinos' good command of English, however, gives
them an ohvious advantage over their Vietnamese counterpans.

Since there is still much room for growth, wages and husiness costs are low and not
tiging as fast as those in China.

Which industry sectors hold the maost
promise for Smg-.lp_ore companjes_
ooking to expand into the Philippines?

Philippines is a big country, therefare,
promising sectors vary from region to region.
For Metro Manila, one of the hot sectars to look
out for is retail. Many Filipinos are well-
travelled, so they have a higher level of
appreciation for sophisticated retail
EXpErENCES.

Outside of Metra Manila, BPO in the fields of
infarmation technology, legal senvices and
design will be suitable for Singaporean
companies seeking lower costs and scalability.

Tourism is also expected to be strong in the coming years, and there are many
under-developed tourist destinations in the country. In recent years Koreans and the
Chinese have overtaken the Japanese in making up the highest percentage of
tourists. With warm personalities and innate musical talent, Filipinos are natural
hasts.

Cebu is becoming an attractive investment and tourist destination. With budget
airlines flying directly to Cebu from Singapore, mare Singapareans will be expected
to vigit. Cebu has also begun to compete internationally for ship-building projects.
With a large warkforce, deep water port and increased foreign padicipation, the
Fhilippines can emerge as a regional powerhouse in marine construction.

The other new sectar that Singaporeans should take note of is the country's nascent
green economy. There is rising awareness of the importance of sustainable
resource use in the Philippines. The government and the local business community,
for instance, have hegun exploring the possihility of turing wastelands into power
plants. Access to clean water is also a concern to a growing Filipino population, so
there are also oppottunities far development in that industry.



What types of businesses are most likely to flourish in the Philippines?
Ifyou are in the service sector, many skilled personnel are ready to join your
workforce. Filipinos are highly adaptable and intelligent, so itisn't difficult to imagine
giving moare responsihilities to Filipino staff and eventually bringing them over to the
local headguarters. fyou are in the creative business, you will also be able to find
many talents to fill your ranks, as the Filipino culture has an innate appreciation for
beautiful visuals and colours.

As indicated earlier, the supply sector is open to innovations. Metro Manila is
undergoing a lot of infrastructural change, with new roads and highways heing built
to enhance both intracity and intercity connectivity. The process is slow attimes, but it
will be needed to sustain growth.

What is the easiest way to gain entry to the Philippine market, and why?
It depends anyour industry. Afranchise model might waork in retail, butwhen it comes
to setting up back-end operations, it might be better to be a wholly-owned subsidiary.
It will be more feasible to find a local consultancy to assist with market set-up
hecause the rules may vary from province to province, and local connections are key.
For the initial years it will be good to deploy a Singaparean manager to oversee the
operations hefore handing over to the Filipino partner, so as to ensure that the local
team is ready to develop its operations in line with vour ohjectives.

Generally, what are the initial steps that Singc;:'n::l_e companies should
take, if they are interested to expand into the Philippines?

Singapore companies mustfirst change their mindsets about the the Philippine
market and be mare adaptable. Unlike Singapore, things are rather dynamic in the
Philippines. Singapore companies might find that certain conditions to not be ideal,
hut they will see over time that Filipinos adapt very well to the work reguired.

Before setting up operations in the Philippines, it will be essential to visitthe place a
fewrtimes and meetwith relevant partners. As for the type of company structure, you
mightwant to review your commitment first before coming in 100 percent. [Ewill be
good to take a phased-in approach, because sometimes the location might not he
suitable to atiract the type of employees you want or some unfavourable conditions
might emerge.

We advocate that you have a long-term vision before setting up in the Philippines.
¥ou will need some patience to develop scalability before moving forward. Atthe end
ofthe day, its all about building relationships, 5o staying within the same province
will help in terms of netwaorking and business approvals.

What ohstacles can Singapore companies expect to face when
expanding into the Philippines?

Some Singapore companies might find the difference in communication style
challenging. Filipinos are communal in nature, so smaller Singapore companies
must he prepared to answer all gueries and clearly communicate the goals of the
company with all staff. Singaparean companies must also frequently communicate
and clarify objectives to minimise misunderstanding. Itis important for Singapore
companies to treat all its staffwell, else word will go around, making it tough to
recruit good managers in the lang run.

YWarking with local government agencies can also he a challenge. Singapare
campanies must not expect the same level of efficiency that they have experienced
here.

How can they overcome these obstacles?

Itis important to not come to the Philippines solely to do business. Singapore
companies will benefit greatly from networking and building a strong relationship
with the local community. Carparate citizenship can raise a company's profile and
enhance brand honding with the locals.

In what aspects does the Philippine business environment/culture differ
the most from that of Singapore?

Asin most Asian business cultures, don't just come in and startyour business pitch.
Aim to be a friend. Then get to know your new friends in the Philippines before you
discuss any possible business together.

How important is having local contacts to foreign companies looking to
expani into the Philippines?

It's wery important, hecause local contacts that have connections with the local
autharities will be hetter facilitatars for setup issues. Local contacts will also be ahle
to provide reliable feedback on the possible talent hase ofthe area and the state of
the econormy.
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