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Executive Summary

Japan is the largest under-penetrated developed market in the world. It is the fourth-largest economy on
the planet, yet its stock of inward foreign direct investment stands at just 8.7% of GDP — the lowest ratio
in the OECD, against an OECD average of roughly 63%. The Japanese government has responded by raising
its inward FDI target to ¥120 trillion by 2030, with an ambition of ¥150 trillion in the early 2030s, and
greenfield investment into Japan hit a record USD 31.6 billion in 2024.

For Western founders, this combination — enormous, wealthy, stable demand alongside historically low
foreign penetration — is rare. But Japan punishes improvisation. This playbook lays out a data-backed,
step-by-step framework covering the entry-mode decision, the 90-day pre-entry checklist, the first go-to-

market motion, the mistakes that sink first-year entrants, and a phased roadmap from exploration to scale.

KEY DATA Inward FDI stock: ¥53.3 trillion (record high, +4.5% YoY). FDI stock/GDP: 8.7%, lowest in
the OECD. Government target: ¥120 trillion by 2030. (JETRO Invest Japan Report 2025)

1. Why Japan, Why Now

Three forces make 2026 an unusually good window for entry.

1.1 The size—penetration gap

Japan’s nominal GDP of roughly USD 4.4 trillion makes it the world’s fourth-largest economy, yet foreign
companies capture a far smaller share of it than they do in comparable markets. The U.S. Department of
State’s 2025 Investment Climate Statement notes that Japan’s inward FDI stock relative to GDP remains
the lowest among OECD countries. In practical terms: in most categories, your strongest global

competitors are either absent or under-invested in Japan.

1.2 Government tailwinds

The 2025 Basic Policy (“Honebuto”) raised the national inward-FDI target from ¥100 trillion to ¥120 trillion
by 2030. JETRO and local governments now offer concrete support — subsidized market research,

temporary office space, regulatory navigation — that materially lowers the cost of a first landing.

1.3 Digital catch-up demand

Japanese enterprises are in the middle of a decade-long digital transformation push. The Japanese SaaS
market is projected to roughly double in the second half of the 2020s (Statista projects USD 20.9 billion by
2029, ~19% CAGR). Buyers actively seek foreign products — provided they arrive localized and properly
supported.

2. The Entry-Mode Decision Tree

Your first structural decision is the legal form of your presence. Each mode trades off cost, speed,

credibility with enterprise buyers, and tax exposure.
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Mode ‘ Setup cost / time Credibility Best for

Kabushiki Kaisha (KK) ~¥400k—¥1m all-in; 4-8 weeks Highest — expected by Committed entry, enterprise
enterprise buyers sales, hiring at scale
Godo Kaisha (GK) From ~¥60k registration tax; no Adequate for SMB/mid- Lean entry, cost-sensitive
notarization; 3—-6 weeks market stage

Branch office Moderate; parent bears liability Moderate Regulated industries,
banking relationships of
parent

Representative office Minimal; cannot invoice Low Research-only phase

EOR/ PEO No entity; per-employee fee Low—moderate Testing with 1-3 local hires
before committing

Rule of thumb: if your motion is enterprise B2B, plan for a KK within 12 months — procurement
departments and ringi approvers discount vendors without a domestic KK. If you are still validating demand,

start with an EOR arrangement or a GK and upgrade.

WATCH Foreign-exchange (FEFTA) inward-investment screening rules were amended by cabinet
order in April 2025, and business-manager visa capital requirements rose to ¥30 million from
October 2025. Verify current thresholds before filing.

3. The 9o0-Day Pre-Entry Checklist

The highest-ROl work happens before incorporation. A disciplined 90-day diligence phase typically covers:
¢ Market sizing and segmentation (weeks 1-4): TAM/SAM built from Japanese-language sources,
not translated Western reports; ministry statistics (METI, MIC) and industry association data.

¢ Competitive benchmarking (weeks 3-6): map domestic incumbents and their partner networks; in
Japan an “inferior” local product with a strong Sl channel routinely beats a superior foreign one.

¢ Regulatory scan (weeks 4-8): APPI (personal data), sector rules, FEFTA screening categories,
invoice/qualified-invoice tax registration.

¢ Pricing and packaging tests (weeks 6—10): Japanese buyers expect annual invoicing, PO-based
procurement, and often JPY price lists.

¢ Channel hypothesis (weeks 8-12): interview 10-15 prospective customers and 3-5 potential
distribution partners before writing the GTM plan.

4. Building Your First GTM Motion

4.1 Direct vs. partner-led

An estimated ~70% of Saa$ sold in Japan flows through partners — systems integrators, distributors, and
resellers. Partner-led entry buys credibility and reach but costs margin and customer intimacy. Direct sales

preserves both but requires Japanese-speaking senior salespeople, who are scarce and expensive.
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4.2 PLG vs. sales-led

Pure product-led growth underperforms in Japan relative to the U.S.: buyers expect human contact, formal
guotations, and security questionnaires even for low-ACV products. The pattern that works for most
Western SaaS entrants is PLG-assisted sales-led — self-serve trials that feed a Japanese-language inside-
sales layer.

4.3 The minimum viable localization

Before first revenue you need, at minimum: a Japanese website and product Ul, JP-language sales
collateral engineered for internal circulation (ringi packets), local case studies or a named reference
customer, and Japanese-language support hours.

5. Common First-Year Mistakes

¢ Running Japan from HQ. Decision latency kills deals in a market where trust is built through
responsiveness. Give the country lead real pricing and hiring authority.

¢ Translating instead of localizing. Word-for-word translation of U.S. messaging reads as careless;
tone, formality, and proof points must be rebuilt.

¢ Quarterly-forecast thinking. With 6-18 month B2B cycles, judging Japan on two quarters of
pipeline guarantees a false negative.

¢ Hiring a “bilingual salesperson” as the entire strategy. One hire cannot substitute for market
research, localization, and demand generation.

¢ Ignoring the partner ecosystem. Sls and distributors are gatekeepers to enterprise accounts;
bypassing them without a plan is a common stall point.

6. A Phased Roadmap: Explore - Establish - Scale

‘ Duration Objectives Typical footprint

Explore 0—6 months Validated demand, 10+ customer interviews, No entity; advisor / EOR
channel hypothesis, regulatory scan

Establish 6—18 months Entity (GK/KK), first 3—5 reference customers, 2-6 people
localized product & collateral, inside-sales
function

Scale 18-36 months Partner program, enterprise logos, local CS 6—20 people

team, ¥100m+ ARR trajectory

Each phase has a kill/commit gate. The most expensive mistake in Japan is not failing — it is lingering: half-

committed presences that burn cash for years without the localization or headcount to win.

Next Step: Market Entry Readiness Assessment

We offer Western founders a complimentary Japan Market Entry Readiness Assessment — a structured
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review of your product’s localization gap, channel options, regulatory exposure, and realistic first-year
pipeline. It is the same diagnostic we run at the start of every engagement, covering market research,
localization, inside sales, and deal support.

ICONTACT Request the free assessment or a 30-minute consultation with our market-entry team.

Sources & Notes

¢ JETRO Invest Japan Report 2025 (inward FDI stock, greenfield investment, government targets).
¢ U.S. Department of State, 2025 Investment Climate Statements: Japan (OECD-lowest FDI/GDP).
e RIETI / METI commentary 2025 (OECD-average FDI stock comparison).

¢ World Bank national accounts data (GDP).

o Statista Market Insights, Japan SaaS forecast; figures vary by provider and should be treated as
projections.

¢ Industry estimates of partner-channel share (~70%) derive from market-entry advisory sources and
should be validated per segment.
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