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Doing Business
in Japan

I

n the midst of the current global
economic turmoil, businesses are
looking to refocus their foreign activities, concentrating on regions
with greater economic stability
than the presently-uncertain developing and emerging (D&E) markets. One
such region is Japan. While several of
its industries, especially the automotive
sector, have been hit hard, the strength
of the Yen reflects the world’s confidence in this economy. The fact that
Japan is now largely decoupled from
bubble-plagued global real estate and
financial sectors underlines its current
attractiveness as a consumer market
and as a technology development partner across many industries.
However, as any business veteran
with an extensive work history with

difficult to adjust to. Though most
of Japan’s global players command
extensive international experience,
you should not expect them to be
open-minded. Many locals expect
you to understand and follow the
Japanese way of doing things. After
all, this country, with its history
as an isolated “Island Nation,” is
culturally very homogeneous, and
commonality of customs is considered highly desirable – building the
all-important relationships, negotiating successfully, and conducting
productive business with Japanese
partners – therefore all require
knowing what to expect and how to
master specific cross-cultural challenges. Here are some hints you
may find helpful.

In Japan, the concept of face is possibly even more
important than in other Asian societies.
Reputation and social standing strongly
depend on a person’s ability to control emotions
and preserve group harmony.
Japanese partners and customers will
be quick to tell you, doing business
in or with Japan is anything but easy.
The cultural gap between the U.S. and
the Land of the Rising Sun may well
be one of the most challenging ones
there is. While American companies
differ greatly in business styles and
practices, Japan’s rigid business
culture often knows only one right
way of doing things, which can be
difficult to understand and even more

A Culture of Hierarchy

Japan’s culture is strongly grouporiented. Individual preferences are
less important than having a sense of
belonging to a group, conforming to
its norms, and maintaining harmony
among its members. Building lasting
and trusting personal relationships,
in business and elsewhere, is therefore
critically important. Most Japanese
expect to establish strong relationships
prior to closing any deals. Proceed with

serious business negotiations only
after your counterparts have become
comfortable with you. Since people
are generally suspicious of foreigners, gaining their trust and establishing good will is going to take time.
Once you have reached that
point, the Japanese may still prefer
to keep the initial engagement small
and low-risk. It is very important to
emphasize the long-term benefits
and your commitment to them and
to the business relationship you are
seeking to build. Keep in touch on a
regular basis throughout all stages
of your business engagement, but realize that the strength of a relationship in this country depends much
less on whether someone likes you
than on whether they consider you
trustworthy and dependable.

Saving Face

In Japan, the concept of face is
possibly even more important than
in other Asian societies. Reputation
and social standing strongly depend
on a person’s ability to control emotions and preserve group harmony.
The importance of diplomatic restraint and tact cannot be overestimated. Always keep your cool and
never lose your composure. Causing
embarrassment to another person
may cause a loss of face for all parties
involved and can be disastrous for
business negotiations. If you have
to bring up an unpleasant personal
topic with someone, never do so
in public and always convey your
message in ways that maintain the
other’s self-respect.
It is polite to apologize often. A
person may express profound apologies for being a few minutes late, having a cold, taking you out for dinner
to a place where the food turns out
to be only average, and for virtually
any other aspect of daily life you may
not even consider worth mentioning.
Humility is valued very highly in this
country, and foreigners are encouraged to show a similar attitude.
In Japanese business culture,
the respect a person enjoys depends
primarily on his or her age, status, and rank. You will commonly
find leaders in senior roles to be of
advanced age. It is very important to
treat elderly people with the greatest
respect. Japan is not an egalitarian
society. Nevertheless, humility is

highly valued, and the Japanese are
masters of subtlety. Other admired
personal traits include loyalty, team
orientation, and sociability.
Most Japanese businesspersons, even younger ones, do not
speak and understand English well.
Pause frequently and give the Japanese side time for translation and
discussion. Speak in short, simple
sentences free of jargon and slang.
Also, allow for frequent side discussions in Japanese. Verify through
diplomatic questions whether your
counterparts understood you. Since
saving face is so important, people
will not openly admit it in front of
others if they do not understand
what you are saying. If in doubt, try
writing down key points on paper
or on a white board.
Japanese businesspeople usually speak in quiet, gentle tones.
Maintaining a low-key and polite
manner is important, and showing
emotional restraint at all times is

The fact that Japan is
now largely decoupled
from bubble-plagued global
real estate and financial
sectors underlines its current
attractiveness as a consumer
market and as a technology
development partner across
many industries.
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Present your card with two hands,

and ensure that the Japanese side
is facing the recipient. Similarly, accept others’
cards using both hands if possible.

essential. Do not show anger or other
negative emotions. Instead, mask
these feelings with a smile.
Because the concept of face is
pivotal in this culture, communication
is generally extremely indirect, even
more so than in other Asian countries.
When responding to a direct question,
the Japanese may answer “yes” only to
signal that they heard what you said,
not that they agree with it. Responding to a question or request with a direct “no” is rarely an option in Japan.
The strongest expression you may
hear is “that may be very difficult,”
which is a clear-cut “no.” Alternatively,
they may give seemingly ambiguous answers such as “I am not sure,”
“We will think about it,” or “This will
require further investigation.” Each of
these indicate serious problems that
need to be resolved. In your own communication, try to be equally polite
and indirect. Avoid open refusals,
disagreement, or confrontations at all
cost. If you have to convey bad news
to the Japanese side, the face-saving
way is to also combine it with some
good news or an acceptable solution.
Conversations may include extended
periods of silence, sometimes as long
as ten seconds or more. This signals
neither agreement nor rejection.
Asking questions more than once
is a way to get a complete answer. A
way to get a clear statement, even if it
might be negative, is to phrase your
questions such that the respondent
can answer with “yes.” An example
would be “Do you have concerns?”

Body Language

Gestures are usually very subtle
in Japan. It is strongly advisable to restrict your body language. Do not make
physical contact with other people
except for handshakes. Do not use your
hands when speaking since it may
distract the Japanese. The American
“OK” sign, with thumb and index finger
forming a circle, means “money” in
Japan. Pointing at people or objects is
very impolite. Instead, wave your open
hand toward the object. When referring
to themselves, people put an index finger on their nose rather than pointing
at their chest as Westerners do. Sucking in air through the teeth indicates
that there is a serious problem. If the
person puts a hand on the back of the
neck at the same time, it signals, “This
is impossible.” Scratching the back of
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one’s head, frowning, or scratching
the eyebrow indicate apprehension
or rejection. Moving the open hand
in front of the face in a fanning
motion, with the palm facing left
again signals a negative response.
Do not blow your nose in public,
since people find this repelling.
Smiles and laughter may mask
a lack of understanding, embarrassment, disapproval, and other feelings of
distress. Accordingly, Westerners may
sometimes observe Japanese people
smiling or laughing at what they might
consider inappropriate moments.
Leaving a good first impression at
initial meetings is crucial. Given the
strong emphasis on hierarchy in the
country’s business culture, a senior
executive should attend the initial
meeting for your company and your
negotiating team should include senior
leaders who know your company well.
There will not be an expectation that
the executive attends future meetings.

bowing, following a complicated ritual
which foreigners are not expected to
know or comply with.

Exchanging Business Cards

The exchange of business cards
is an essential step when meeting
someone for the first time, so bring
a lot more than you need. Under no
circumstances should you use paper
copies because you ran out of cards.
Business cards are symbols of “personal identity.” If someone presents

you with his or her card and you do
not offer one in return, the person will
assume that you either do not want to
make their acquaintance, that your status in your company’s hierarchy is very
low, or, quite to the contrary, that your
status is very high. Use cards where
one side is in English and the other in
Japanese. Show any advanced degrees
as well as memberships in professional
associations on your card. Also, make
sure that it clearly states your professional title, especially if you have the

Punctuality and Protocol

The Japanese do not like surprises,
so schedule meetings well in advance.
Since they want to know whom they
will be meeting, provide details on
titles, positions, and responsibilities
of attendees ahead of time. One-on-one
meetings are very rare and require
strong existing relationships and trust.
Communicate the meeting purpose and
agree on an agenda with your counterparts ahead of the meeting. The agenda
is usually strictly followed. At any meeting, whether business or social, it is
strongly advisable to be very punctual.
If a delay is inevitable, call ahead and
apologize profoundly even if it was not
your fault.
Japanese names are usually
given in the order of first name, family
name. While it is possible to use “Mr./
Ms.” plus the family name, it is more
respectful to address a male Japanese
person in the traditional way, with the
family name followed by “-san.” A person named Hiroshi Watanabe thus becomes “Watanabe-san,” which roughly
means “Honorable Mr. Watanabe.” If
the person has an academic title, you
can use it, again followed by family
name and “-san.” Never call Japanese
people by their first names unless they
insist on it. Wait to be introduced rather than introducing yourself. Introduce
and greet older people first. Japanesestyle introductions are accompanied by
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do not just speak to the person with
the most authority. Always respond to
the person who is doing the talking
or asking the questions. Be respectful
to everyone in the meeting.
The primary purpose of the first
meeting is to get to know each other
and start building relationships and
mutual trust. It would be very unrealistic to expect a meeting to lead to
a straight decision. Initial small talk
should be light and friendly. Avoid
topics such as Japan’s relationships
with South Korea and especially with
China. Begin your part of the meeting
with remarks about individual and
company relationships, even if there
is just a short history. Also, emphasize the status, size, and accomplishments of your company if possible.

While Japanese

decision making
is a group process
through which consensus
is established, an

individual manager,

rather than a team,
is the one making

the final decision.
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seniority to make decisions. Present
your card with two hands, and ensure
that the Japanese side is facing the recipient. Similarly, accept others’ cards
using both hands if possible. Smile and
keep eye contact while doing so, then
examine the card carefully. Not reading someone’s card can be an insult.
Next, place the card on the table in
front of you or into your card case.
Never stuff someone’s card into your
back pocket or otherwise treat it disrespectfully. In addition, never write
on a person’s business card.
The highest-ranking person in
a Japanese group may be difficult to
pick out. It could be the one who says
the least. To know for sure, look at
their business cards. In addition, the
person with most authority enjoys the
middle position at the table. However,

Gift Giving

Gift giving is common in social
and business settings in Japan, including initial meetings. If you received
one, it is best to reciprocate with an
item of similar value that is typical
of your home country. Giving a gift
after signing a contract is also viewed
very favorably. Give and accept gifts
using both hands. Do not open gifts in
the presence of the giver unless your
host did so first. There are numerous
potential pitfalls in what to give and
how to wrap it, so prepare upfront or
ask someone from the country, to avoid
causing embarrassment.
Vendors are expected to do whatever it takes to satisfy their customers’
needs, and salespeople may receive
harsh treatment from unhappy Japanese clients. At the same time, both
sides are expected to “take care of
each other.” The buyer will therefore
ensure that the seller makes a profit
in the deal, though what they may
consider acceptable is often lower
than in many other countries. Ultimately, both sides are partners in a
mutual dependency that is bound by
their relationship. Both are expected
to make a long-term commitment to
their business engagement and will
mostly focus on its long-term benefits. A Japanese buyer is interested
in what the vendor will do to reduce
costs in the future, expecting that
most of the savings are passed on so
that both buyer and seller can enjoy
more business through reducing the
cost of their product or service.

The Art of Negotiation

The primary negotiation style is
cooperative, and people may be open
to compromising if viewed as helpful
in order to move the negotiation forward. It is important to be flexible and
creative to get a deal that both sides
are pleased to have. The time spent to
gather information and discuss various details before the bargaining can
begin is usually extensive. During this
phase, the Japanese seek to find the
other side’s weaknesses. They rarely
share information freely and consider
putting all your cards on the table foolish. However, it is unwise to surprise
the Japanese. If you have new information that is significant, share it with
your counterparts prior to your next
negotiation round.
Keep in mind that the Japanese
are very detail-oriented. If you make
exaggerated claims in an effort
to impress the other side or to
obtain concessions, they will likely
investigate your claims before responding. This could become very embarrassing and may ruin the trust that has
been built.
The Japanese negotiation style
is very formal and tolerates only a restricted set of negotiation tactics. Many
techniques that may be accepted or
even admired elsewhere could jeopardize the success of a negotiation in this
country. While bargaining is acceptable, the Japanese often frown upon
haggling. When making new proposals, a negotiating party should explain
the rationale behind them. However,
some Japanese may have a dislike for
making concessions, expecting both
sides to come to the table with their
best offer. If you sense this to be the
case, quickly moving to a range you are
willing to accept is your best strategy.
Overall, expect negotiations to be
slow and protracted, with immense
attention paid to details throughout
all stages. Be prepared to make several
trips if necessary to achieve your objectives. Throughout the negotiation,
remain calm, friendly, patient, and
persistent. Delays will be inevitable –
making patience extremely important
if you want to get anywhere in Japan.
Most Japanese companies are
very hierarchical and people expect to
work within clearly established lines
of authority. While Japanese decision
making is a group process through
which consensus is established, an

Gift giving is common in social and

business settings in Japan, including initial
meetings . . . it is best to reciprocate with an

item of similar value

that is typical of your home country.

individual manager, rather than a
team, is the one making the final
decision. Westerners may mistakenly
assume that this manager is the “key
decision maker” in an organization,
while in reality such a role usually
does not exist at all. The process the
Japanese use to reach decisions involves many stakeholders who establish consensus through a series of
deliberations. Since uncertainty and
change cause distress in Japanese culture, they will go over your proposal
in painstaking detail, dissecting every
sentence and asking for more detail
until they understand the exact meaning. This can take a very long time
and requires a great deal of patience.
The role of the senior leaders is to
orchestrate the process, help establish
consensus, and formulate the ultimate
decision.
When making decisions, businesspeople in the country usually
consider the specific situation rather
than applying universal principles.
Personal feelings and experiences
may outweigh empirical evidence, but
they will also consider and analyze
objective facts. The Japanese are often
very reluctant to take risks or make
changes. If you expect them to support a risky decision, you need to find
ways for them to reduce the risk first.

Contracts vs. Commitment

Written meeting protocols are frequently
used. They may get signed by both sides

to indicate agreement. Their purpose is
to ensure error-proof communication,
not to introduce any legalities. If time
runs out, then a follow-up e-mail should
be sent quickly after the meeting by one
of the parties, asking the other side to
confirm or modify. Make sure to put every important assumption you are making into that protocol, to avoid surprises
down the road.
The way the Japanese communicate agreement is by clearly stating all
terms and conditions they agree with.
An agreement exists only if both parties have done this, so do not simply
respond with “yes.”
Do not pressure the Japanese into
signing contracts. If used at all, written
contracts are normally kept high-level,
capturing only the primary aspects,
terms, and conditions of the agreement.
The Japanese believe that the primary
strength of an agreement lies in the
partners’ commitment rather than in
its written documentation. They expect
both sides to remain flexible if conditions change, which may include agreeing to modify contract terms. N
Lothar Katz is an international business
advisor living in Dallas, TX. The author
of “Negotiating International Business –
The Negotiator’s Reference Guide to 50
Countries Around the World” and instructor at the UTD School of Management and
the SMU Cox School of Business has helped
numerous organizations conduct global
business effectively. Lothar can be reached
at lk@leadershipcrossroads.com.

NBIZ Spring 2009

45

