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Abstract

The subject of negotiation practices and preferences by culture continues to attract
academics and business practitioners around the world. In the case of Japan, however,
little data has been collected since the Bubble Era. Although Japan, bolstered by
Abenomics, is regaining vogue as a place of interest for business as well as academic
research, textbooks and academic articles may rely on 20-30 year old data. This
research updates the knowledge about intra-cultural business negotiation practices in
Japan. As data about Japan, Japanese business practitioners and academics as well as
overseas practitioners doing business in Japan and those academics with a focus on
Japanese business will be interested. This original research includes quantitative and
qualitative inputs of 80 Japanese managers.
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Introduction

The information available about business negotiation practices in Japan is in need of
an update.

This realization and the impetus for this empirical look at the lay of the land came
from an academic conference in Kyoto in February 2013 on Japanese business. One
of the presenters, a Japanese business professor, delivered a talk on Japanese business
negotiation. Yet his frameworks and data were all received from the 1990s and even
1980s; no new data. That display led the author to review the literature on the subject,
which showed that very little recent research had been done.

Literature review and study questions

The prevailing ideas about business practices in Japan date back to the Bubble Era
(generally considered as the mid-1980s to 1992) and post Bubble years with the flow
of research slowing almost to a stop in the late 1990s. Some publications even reach
back to aging data, a case in point, Adair, Weingart, and Brett (2007) use data from
Adair, Brett, & Okumura (2001) the data for which was developed in the late 1990s.
The 2012 work by DeMente lacks freshness and despite the title, is largely based on
his previous (1994 and 2004) works.

Even the genre of guides to Doing Business in Japan falls off post bubble. Among the
few recent titles Picken (2007) stands out for content on discourse and practice in
intercultural interactions with Japanese businesspeople and some points about
intracultural behaviors. In another fairly recent contribution, Yamauchi and Orr
(2007), point out that Japanese negotiation reality does not match up with the
“popular lore” of Doing Business guides and magazine articles. Their article however
does not go beyond pointing out the gap between reality and current stereotypes, and
offers no empirical evidence other than the experience of the authors. A significant
and very recent contribution comes from Haghirian (2010) whose experiences as
employee, academic, and consultant bring a welcome update to the conversation.

Yet most of the above works focus on cross cultural interactions. Although we can
glean hints from these works about Japanese interactions with Japanese, there is a
resounding lack of content on this intracultural topic.

With the golden age of business research on Japan long gone, the current research
undertakes an update survey as a first step toward discovering what Japanese
businesspeople do and expect in intra-cultural business negotiations.

We must recognize that any given culture is a moving target which is subject to
dynamic, non-linear change (Browaeys & Price, 2011; Deardorft, 2006), even if slow
(Schwartz, 2006). Knowledge about Japanese business culture created in the 1990s
may have transformed or crumbled in the intervening decade or two. A new baseline
needs to be established. Transformations may in business culture have occurred over
the "Lost Decades" approximately 1992-2012 during which the face of business
changed drastically. Some examples of changes in the environment and structure of
Japanese business include reforms in cross holding; breakup of the bank keiretsu; key
tainted foods scandals (SnowBrand, Fujiya, Akafuku, and others); corporate



governance scandals (including Olympus, Daio Paper, and others); decrease in
permanent seishain (IEfLE) employees (Ono, 2010); drops in expense accounts
according to the anecdotes of Japanese and foreign business practitioners; the
Abenomics reforms, and so on. In short, Japan is in the midst of dynamic change in
its business environment. This period of change begs the asking of whether Japanese
business behaviors have evolved as well. Re-establishing a baseline of expectations
and behaviors of Japanese business practitioners is vital for making sense of the
current environment. Therefore this study takes Japanese intracultural business
negotiation practices as its focus.

The central questions of this research include:

- What behaviors do Japanese businesspeople use in real business negotiations
with other Japanese businesspeople?

This empirical research seeks to answer those questions through a survey of Japanese
business actors with roles in decision making and deal making.

Survey Development

The 26 items on the survey instrument regarding negotiation practices were selected
based on the content of relatively recent publications and interactions by the author
with Japanese business people in formal interviews and informal conversations.
Publications dating to the Bubble Era and the years immediately following, up to the
mid-1990s, were reviewed, but not specifically used in construction of the survey.
Key older texts include Hall and Hall (1987) and Graham (1993). The oldest source
used directly in development of the survey was (Nishiyama, 2000).

Haghirian (2010) discusses current business and management practices touching on
some negotiation issues. Her work draws from her own recent experiences in the
Tokyo business world and is up to date. She notes the tendency toward teams that
would be considered large in the Western business world as well as a preference for
very deep investigation into potential partners. Like most of the academic and
business observers and survey participants, she also notes the formal seating choices
that are common in Japan. Her work provides a list of expectations for non-Japanese
interacting with Japanese, however she does not directly reveal how Japanese interact
intraculturally.

Yotsukura (2003) reveals verbalizations and discourse found in negotiations among
Japanese participants. One of the practices identified is the highly repetitive cycle of
confirmation between parties. A simple confirmation by telephone of a changed
shipping date required approximately 40 back and forth utterances by the two parties.
The focus of this work is on discourse and does not clarify tactics and behaviors
intended to claim or create value. Nonetheless, this source provide limited input for
the current research being based on data collected in the late 1990s and the analysis is
limited to discourse, touching only briefly on business negotiation.

DeMente (2004) repeatedly mentions the seemingly hidden nature of decision makers,
specialists in his work. Furthermore, he identifies a strong tendency to hide intent
until that of the other parties has been revealed. A major thesis of this work is that



brash Westerners misread polite interest as a strong relationship, and minor actors as
decision makers, while mistiming their concessions only to be surprised at the end.
These points are in the context of Japanese-foreign business negotiations. The
content as presented appears to have been up to date in 2004.

Some items were added from the academic literature about negotiation but not about
Japan. These were included in order to allow identification of behaviors not widely
associated with Japan.

Inclusion of certain survey items

Team size: The relatively large size of teams is mentioned in the context of cross
cultural business interactions by Nishiyama (1999), Alston & Takei (2005), and
Haghirian (pg. 132, 2010). However only Haghirian discusses this in terms of
business negotiation. No sources were found indicating this as a problematic issue in
Japanese-Japanese business interactions.

Deep investigation. DeMente (pg 228, 2004), Haghirian (pg. 128, 2010), and
Nishiyama (pg. 93, 1999) identify this behavior specifically as a staple of negotiation
preparation. They find that Japanese businesses usually expend significant energy on
investigating non-Japanese business partners.

Lies: Several sources identified a perception among non-Japanese businesspeople that
mistruths are commonplace in dealings with Japanese. Nishiyama (1999), Picken
(2007) and other sources make it clear that this may occur where facts are too
embarrassing to admit. While misrepresentation of facts may be widespread in many
parts of the world, it has become a hot button issue to non-Japanese.

Other topics, see table below, arose from academic writing on negotiation in contexts
not specific to Japan. These include new value creation, perceived status of women,

formal seating and so on.

Table 1 Sources for development of the survey

Number | As the item appeared | English (not Source
on the survey in appearing on
Japanese survey)
1 21 Compromise DeMente (pg. 78, 2004)
2 %A Collaboration DeMente (pg. 78, 2004)
3 . SLVELY Haggling Author and other
4 EREXEHEET D5 Anchoring Alston & Takei (pg. 122,
. RYDEWMEZ 2005)
By (Fk
FE<) ’BTY S
5 T, &Y Lies DeMente (2004) suggests
various types of obfuscations
are in play;




Nishiyama (1999) finds
deceits in situations where no
alternatives have been

prepared;
Picken (2007)
6 SANUEDF—L Teams with more | Alston & Takei (2005);
than three Haghirian (pg. 132, 2010);
members Nishiyama (1999);
7 1S = 7 AFEHELIZ | Easy sharing of | Avoid sharing of information
Tz AIEE information DeMente, 2004;
Alston & Takei, 2005;
Nishiyama, 1999.
Exchange info by implication
through complex offers (Imai
and Gelfand, 2010).
8 H-GMEEKRSH S | New value Author and other
creation
9 B TERRRIEMNIRLY Strong positive May show passion, DeMente
emotions (pg. 173, 2004);
10 B ERRRIFA R Strong negative | Should not be expressed
emotions Alston & Takei, 2005;
Nishiyama, 1999
11 P EFE RN C& | Substantive Alston & Takei (pp 112, 122,
ENHAHERNH S | progress made 2005);
after normal work | Nishiyama (pg 94, 1999)
hours
12 ALY khDiRE | Direct (linear) Circular processes (DeMente,
BICEREITD logic in use 2004);
13 | =EL. miErAE | Indirect (non- 2A(}(S)t50)n & Takei (pg 140,
sk 3 ;
REREES tincar) logic it | ishiyama (pg 98, 1999).
Iterative confirmation process
Yotsukura (2003);
Haghirian (pg. 133, 2010)
14 F— LRIZZMEHA LY | High respect for | Author and other
NS VE %L S | women if in the
5 team
15 BERDREMEZE E D | Junior staff lead DeMente (pg. 291, 2004);
FRANFDBEDEEH | discussion but Alston & Takei (pg 125,
[ RYARY: T decision maker 2005;
TAEEELYSE remains in Nishiyama (126, 1999)
o o e g = background
REZETD
16 R{E. RENH 14 B | Gaps longer than | Author and other
LIEEREET S 1 month between
responses
17 £EHEEXRBIIEALY | Rush to complete | Author and other

before the end of




THERZERDLLED

the financial year

18 BERBIDOEFE|{Z | Deep DeMente (pg 228, 2004);
[ZB§9 A ERIAZE(L | investigation prior | Haghirian (pg. 128, 2010);
(21T S to negotiations Nishiyama (pg. 93, 1999)

19 2L PEHEIZELD Threats Alston & Takei (2005) state
Bk that even the mildest threats

should never be made.

20 ZEIBERIZE|S]XS | Requests for Nishiyama (pg 104, 1999);
R FBOEHE %7 | discounts or
5 special conditions

after agreement
has been reached

21 XIRERREEHNB | Hidden decision | Alston & Takei (pg 125,
HETIEEL maker 2005;

DeMente (pg 171, 176, 288,
299, 2004);
Nishiyama (pg 126, 1999)

22 BExRZ DKL Surprises, shocks | DeMente (pg 78, 102, 173

2004);
Nishiyama (pg 104, 1999);
Author

23 HIEOAFE E LV 1= | Naniwabushi used | Alston & Takei (pg 106,
IDIBRY A EE A 558 | in order to get 2005;

EZOIF S concessions DeMente (pg 78, 2004);
Nishiyama (pg 95, 96, 1999)

24 I _ETRE§&RIZ & | Seating by rank Alston & Takei (pg 85,
STRES 2005);

DeMente (pg 171, 176,
2004);
Haghirian (pg. 132, 2010)

25 IREICEET HIRE A | No verbal Alston & Takei (2005);
OBETCiThni Ly response to a Author

proposal
26 NREBERTOEERE | Formal seating Alston & Takei (pg 85, 2005;

BEHIFFENFELE

order by seniority
or importance

DeMente (pg 171, 176,
2004);
Haghirian (pg. 132, 2010);

The above table shows the sources from which questions were developed. Few of
these sources specifically address intra-cultural, i.e. Japanese-Japanese negotiations,
though most of the authors have witnessed intra-cultural Japanese interactions. As
noted in the table, some questions were developed by the author in response to
personal experience in Japan or issues in negotiation studies around the world.

In addition to the 26 core behavior items, rank, business activity, and role in
negotiations were captured. Gender was not included in the survey, though about five
of the respondents are female.




Finally, free comments on the survey and the topic were possible and 32, or about
one-third of the 90 respondents, left usable comments in Japanese or English.

Methodology

The survey based on existing literature and discussions with Japanese and non-
Japanese practitioners actively involved in Japanese business. Not all the possible
behaviors identified in the literature were included in the survey. One reason for
exclusion was the lack of evidence for them found during formal and informal
interviews with Japanese business practitioners. Another reason for exclusion from
the survey instrument was size. The final survey included some 26 items taking up to
20 minutes to complete. It was piloted with two Japanese managers who provided
comments for improvement.

To gather survey responses, 249 emails sent inviting individuals to participate. The
emails were culled from business directories, mailing lists, and business cards.
Additionally 186 "In Mails" were sent through the LinkedIn social networking service,
including 43 from the author's own network. The total outreach sample was 478
managers, selected manually for senior management.

Total valid responses reached 90, or a 19% response rate. Approximately 5% of those
contacted through business directories responded. The rough rate of response through
LinkedIn was 30%. The approximate rate of response through the author's personal
network was 30%. Of the 90 respondents, 10 were removed from statistical analysis
because they did not report their managerial rank.

The following table shows the composition of respondents based on their managerial
rank after removal of those who reported no rank.

Table 2 Stratification after removal of respondents with no reported rank

Share of total | Category Sample Titles Dummy
(80 value
individuals)
46% Top strategy setting CEO, President, =F, ft |4
(37 individuals) &, IR, RREEHE,
K,
9% C-level decision COO, 1T A, ®EF |3
(7 individuals) | makers BHITEE
14% Senior executives Vice President, Legal 2
(11 individuals) Counsel, AZFE, T4 L
D B—, 15— b F—
31% Middle and Low level | XE, B% &K, FEE 1
(25 individuals) | managers R, 3RE K, 8lfEK, <
r—orv— BEYAR—
< 4 —, Sales manager




The four levels of rank in the able above were represented in the database with the
dummy values one through four, with four indicating top decision making capacity,
i.e CEO, president, executive board member or similar.

Of the 80 respondents, 70 provided sufficient information to identify their role in
negotiation. These were divided into four categories, as shown in the table below.

Table 3 Respondents by negotiation role

Share of total Role in negotiation Dummy
(70 individuals) value
57% Final decision maker (current | 4

(40 individuals) or previous)

25% Leading role, but not final 3

(18 individuals) decision maker

14% Team member 2

(10 individuals)

3% Other supporting role 1

(2 individuals)

Findings
Certain items that appear in the survey were clearly confirmed or rejected by the
survey participants. Other items were confirmed with less unanimity and uniformity

than the sources suggested would be the case. These are discussed below

Table 4 Confirmation of behaviors in intra-cultural Japanese business negotiation

Number In use: Percent respondents | Comment
Yes, No, Middle | always or often
seeing this in
business
negotiations.
1 Y 87 In play
2 Y 89 In play
3 M 23 Uncommon
4 Y 52 Not always in use
5 N 18 Rarely in play
6 Y 85 In play
7 Y 71 In play
8 Y 80 In play
9 Y 82 In play
10 M 49 Not always in use
11 Y 59 Not always in use
12 Y 56 Not always in use
13 Y 100 In play
14 M 46 Not always in use




15 M 21 Uncommon

16 Y 50 Not always in use
17 Y 62 In play

18 Y 64 In play

19 N 0 Extinct

20 M 35 Not always in use
21 Y 71 In play

22 N 12 Rarely in play

23 Y 62 In play

24 Y 68 In play

25 Y 57 Not always in use
26 Y 89 In play

Data with dummy values is presented in Appendix 1. Correlations are not included.
For clarification of values, please contact the author.

Behaviors identified as always or often in negotiations by more than 60% of
respondents are considered to be currently "in play" in Japanese-Japanese business
negotiations. These behaviors are likely to be encountered.

Behaviors identified as always or often in negotiations by 21-49% of respondents are
considered to be currently "in play" though not reliably or frequently in use in
Japanese-Japanese business negotiations. These behaviors may be encountered.

Behaviors identified as always or often in negotiations by less than 20% of
respondents are considered to be "rarely in play". These behaviors may not be
encountered.

Behaviors identified as always or often in negotiations by 0% of respondents are
considered to be "extinct". These behaviors will most probably not be encountered.

Correlational statistics

Correlation of negotiation behaviors with rank and role were examined. Rank in the
company and role in negotiation were given dummy values and compared to the
frequency or infrequency of behaviors in the survey. Rank in the company was rated
from one to four with four being highest rank, i.e. CEO, chairman of the board and so
on. Role in negotiation was determined from the brief comments provided in this field
and scored from one to four with four indicating final decision making authority.
Only one correlation was stronger than 0.2, namely the correlation between rank and
observing teams larger than three people (correlation 0.248). No strong or even
medium correlations were identified.

The lack of correlation between rank and role combined with the relatively uniform
responses to survey questions, despite diversity, suggests that Japanese business
negotiators have remarkably similar experiences as shown in the table below by the
low variance among responses for the survey questions.



Discussion
This discussion will touch on selected results of the survey.

Info sharing (question 7): Apparently occurs on a widespread level in intra-cultural
situations. Non-Japanese Academic and business writers have found Japanese
businesspeople to be less than forthcoming, the reasons may lie in conflicting
procedure schema (Nishida, 1999), in different practices to establish relationships
such as exchanging favors rather than information, or other cross cultural conflicts.

Slow responses, silences (questions 16 and 25): Whereas the non-Japanese authors
viewed gaps and silences in the communication flow as an unsettling bargaining tactic
(Graham, 1993; Hall & Hall, 1987). Alston and Takei (2005) identified silences
during conversation as a tactic. However, the prevalence of gaps and silences in
communication were found to be fairly uncommon, that is not always in use, by the
Japanese respondents.

Threats (question 19): According to the responses, this behavior must be all but
extinct in Japan's business world.

Surprises (question 22): Nishiyama (1999) and DeMente (2004) identify situations
where key information or changes are proposed by the Japanese side in cross cultural
negotiations. These two sources identify this as frequent and difficult to navigate for
non-Japanese. However, the current survey reported a very low incidence of
“surprises”. It could be that non- Japanese interpret some incidents as surprise,
whereas more sensitive Japanese practitioners detect a “surprise” in advance, making
it less of a surprise. This ability is suggested by Hall and Hall (1987), as an
outgrowth of high context communication skills and by Imai and Gelfand (2010), due
to matching schemata about negotiation.

In summary, the findings from these 80 respondents, half of whom are the top
decision makers in their organization, confound some widely held impressions about
Japanese business behavior.

How are we to understand these gaps?

One possibility is that the behavior of Japanese to other Japanese is strongly different
than their behavior when interacting with non-Japanese.

Another possibility is that Japanese and non-Japanese business people, particularly
the North Americans and Europeans who usually make up the populations of
academic studies, have very different ideas and schemata about concepts such as lies,
strong emotion, silence, logic style, and so on.

Limitations
The current study acknowledges limitations including a lack of information about the

sector and activity of the businesses represented among the respondents. Further, the
role of the respondent in negotiations is not always clear and some responses were



excluded for this reason. Future surveys will need to identify negotiator role more
clearly.

Not all possible behaviors could be included on the survey. An improved version
would allow participants to add behaviors they found frequently or which had become
less common.

Next steps

A key future questions for researchers on Japan is whether Japanese practitioners
exchange information on negotiation within the company and/or among other
negotiation practitioners in other companies? Future work should attempt to identify
the presence, absence, or potential to develop Communities of Practice as described
by (Wenger, 2004).

Another questions is whether Japanese business negotiators create value in ways that
are innovative or different or more successful than non-Japanese do?

Further research remains to be done.
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Appendix I

Data with dummy values I

Timestamp | Number | Rank | Role 1 2103 /04 Q5106 [Q7 10Q8]Q9
07/25/2014 1 1 30 20 2| 3| 2| 4| 2| 3| 2| 2
07/24/2014 2 4 20 2| 2| 3| 3| 3| 2| 2| 2| 2
07/22/2014 3 4 41 2| 1| 3| 3| 3| 2| 2| 2| 2
07/20/2014 4 1 41 1 1 1| 3| 4| 1| 2 3| 2
07/19/2014 5 2 20 2| 1| 3| 2 4} 2| 1| 2| 1
07/17/2014 6 4 41 2| 1| 3| 4| 4| 2| 3| 3| 2
07/17/2014 7 2 3 1 1| 4] 3| 4| 2 1| 3| 2
07/16/2014 8 4 20 2| 1| 3| 2| 4| 2| 2| 1| 3
07/16/2014 9 4 41 2| 2 3| 2| 2 2| 3| 3| 2
07/15/2014 10 4 41 2 1 3] 3| 3| 2| 2| 1 1
07/14/2014 11 2 41 1 L 2| 2| 4] 2 2| 4| 2
07/14/2014 12 2 41 1 1 1 1| 3] 2 2 1| 2
07/14/2014 13 3 41 1| 2 4 3| 3| 3| 2| 3 1
07/10/2014 14 1 30 3] 2| 2| 1| 2 1 2| 3| 3
07/06/2014 15 1 41 2| 2 3] 1] 3| 2| 1 1] 2
07/03/2014 16 1 1y 2| 2 4 2 3| 2| 3| 3| 2
07/02/2014 17 3 O 2| 1| 3| 2 4 1] 3] 1 1
07/02/2014 18 2 30 20 2| 3| 2| 2| 3| 2 2| 2
07/01/2014 19 3 41 1| 3| 4 2| 2| 3] 3| 1| 3
06/30/2014 20 2 41 2| 1| 4| 3| 4] 1 Iy 2| 2
06/29/2014 21 1 41 3 1| 4] 2| 3| 3| 2 1] 2
06/29/2014 22 4 41 3 1| 3] 3| 4 2 2 2] 1
06/29/2014 23 1 20 2| 2 2 2 0] 2| 2| 2| 2
06/28/2014 24 4 41 2| 2| 3| 3| 4] 2| 2| 2| 2
06/28/2014 25 0 | NA 21 1| 3| 4| 4| 2| 3] 1| 3
06/27/2014 26 1 20 2 3| 3| 3| 3| 3| 2| 3| 2
06/27/2014 27 4 41 1| 2| 4 2 2| 2| 2| 3| 3
06/26/2014 28 1 41 1| 2| 4| 3| 3| 2| 4| 2| 1
06/26/2014 29 1 30 20 2 3| 2| 0 2 3| 2] 1
06/26/2014 30 2 O 2| 2| 3| 4| 4] 1| 2| 1| 2
06/25/2014 31 1 41 1| 3| 3| 2 3| 3| 2| 3 1
06/24/2014 32 4 20 2| 2| 1 1| 3| 3| 3| 2| 3
06/24/2014 33 1 41 2| 2| 4| 1| 4] 1| 2| 2| 2
06/23/2014 34 4 41 1 1| 3] 2| 2 2| 3| 2| 3
06/18/2014 35 2 20 2| 1| 3| 2 0 2| 3| 2| 2
06/18/2014 36 1 O 2| 2| 3| 3| 4] 1| 2| 2| 2
06/16/2014 37 3 3 1 1) 3] 3| 4| 2 2| 1 1
06/16/2014 38 4 30 2 2 3| 3 1| 2] 3] 1 1
06/15/2014 39 1 20 2| 2 3] 2] 3 1| 4] 3| 3
06/13/2014 40 4 3 1 1| 3] 2| 2 1| 3| 3| 2
06/13/2014 41 1 41 1 1| 4] 3| 4| 2| 1 1| 2
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Data with dummy values II
Number | Q10 | Q11
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Data with dummy values III
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