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areas such as M&A, compliance, international 

transactions, and business strategies. He currently

serves as Vice Chair of the International Bar 

Association’s (“IBA”) Legal Practice Division (“LPD”) 

and is a member of the IBA Management Board.

Daniel began his career with the IBA over 30 

years ago, contributing to various activities within 

the international association. He is one of the 

founding members of the Latin American Forum, 

and as Vice Chair of the IBA’s Legal Practice 

Division, he actively supports and promotes the 

interchange of information and views among 

its members relating to the practice of law 

throughout the world and its latest developments 

he is also a Co-Chair of the Host Committee for 

the IBA Mexico City Annual Conference.



This year the International Bar Association (IBA) 

Annual Conference will be held in Mexico City during 

the month of September. Mexico is the 11th largest 

economy in the world, with a population of more than 

130 million with a great cultural history and abundant 

natural resources, and the largest Spanish speaking 

country in the world. Mexico City is also a very 

important financial centre in the Americas.

The Annual conference will gather around 5,000 

participants representing over 2,000 law firms, 

corporations, governments and regulators from 

more than 130 jurisdictions. There will be more 

than 200 specialty programs organized by all the 

different Divisions and Sections including show 

cases where attendees will hear from international 

figures, government officials, general counsel and 

experts from across all practice areas and continents. 

Furthermore, this event provides for a great 

opportunity to make new friends and acquaintances 

from lawyers around the world in order to develop 

networking opportunities.

The IBA was established in 1947 shortly after the 

creation of the United Nations with the aim of 

protecting and advancing the rule of law globally. 

Since its creation the organization has evolved 

from an association comprised exclusively of 

bar associations and law societies, to one that 

incorporates individual international lawyers 

and entire law firms. The present membership 

is comprised of more than 80,000 individual 

international lawyers from most of the world’s leading 

law firms and some 190 bar associations and law 

societies spanning more than 170 countries.

All programs including the inaugural event and 

opening party will take place at the Citibanamex 

Convention Center, therefore it will be a great 

opportunity to learn about the latest legal 

developments from experts in their respective fields.

Any one joining the conference, will also have the 

experience of the warmth and friendliness of the 

Mexican people, as well as the great cultural and 

culinary offer Mexico City has. 
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Furthermore, Agile development, which is 

mainstream in software development, is difficult 

to adapt to the fixed manufacturing processes 

in the Japanese manufacturing industry, and 

is not easily accepted by Japanese companies 

accustomed to Waterfall development. Such 

discussions have already been exhausted, and 

there is no need to discuss them again here. 

What I would like to point out is that, in addition 

to those things above, (1) Japanese cultural 

1. Negotiation of IT contracts with Japanese 

companies - Challenges beyond low English 

proficiency and digital competitiveness 

The low level of English proficiency and 

digital competitiveness in Japan is as publicly 

disclosed by various institutions [1]. It is certain 

that this makes negotiations of IT contracts 

between non-Japanese companies and 

Japanese companies challenging. 

Kotoe Yamasaki

Kotoe Yamasaki started the position of Head of Legal Japan at Cognizant in April 2024. She works on 

supporting Japan Commercial Contracts and other general legal advisory pertaining to Japanese law.

Prior to joining Cognizant, she worked as Senior Legal Counsel at AVEVA, a UK-based industrial software 

provider, serving as Japan Commercial Legal Lead. She started her career at a Japanese manufacturing 

company and has since worked as an in-house legal counsel for over two decades at several IT 

companies including Microsoft, Hewlett Packard Enterprise, Amazon, and Cisco Systems. Apart from 

Commercial Contracts, she has hands-on experience on policy drafting, privacy / data protection, export 

control, HR advisory and corporate governance. She graduated in Law from Kyoto University, Japan.

Navigating Complexities: Cultural Insights in 

Negotiating IT Contracts with Japanese Companies
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precisely specified times according to individual 

customer needs, but are there any other 

countries like this?

(2) Japanese customers often demand both 

customization and equality for each clause in 

a contract. In other words, they say, “Please 

provide a different service (customization) 

than you would provide to other customers 

under the same conditions (standard price) 

as to other customers”. When putting it into 

words like this, most people would likely feel 

that this is a self-centered and unreasonable 

request. However, during contract negotiations, 

Japanese customers naturally make such 

demands. Perhaps the idea behind this is 

that customization is the default and comes 

at the standard price. Although it may seem 

contradictory, for Japanese customers, 

customization is a natural standard condition that 

should be provided to all customers, including 

their own. This way of thinking embodies the 

essence of Japanese business, as exemplified 

by the saying “The customer is God”. From 

the perspective of non-Japanese IT vendors, 

“Customization requires additional costs. Do 

you really need that customization even if you 

pay the additional fee? Since similar requests 

have not reached a certain number, it is difficult 

to accurately calculate additional costs and 

reflect them in reasonable additional charges, 

values that are generally considered favorable 

not only in manufacturing and business but in 

all matters, and (2) negotiations by technical 

personnel originating from Japanese style 

management make it difficult to negotiate IT 

contracts that provide products and services 

under uniform conditions to pursue scalability. 

I started my career as an in-house legal counsel 

in a Japanese manufacturer (classic, not SIer), 

and have worked for over 15 years as an in-

house legal counsel at several non-Japanese 

IT companies. I believe this is a relatively rare 

career path. Based on my experiences in both, 

I would like to consider how Japanese cultural 

values and management style influence 

IT contract negotiations with Japanese 

manufacturing companies, and how to negotiate 

contracts taking that into consideration.

2. Japanese cultural values behind contract 

negotiations - Customization and equality

(1) I believe that the foremost aspects of 

Japanese cultural values behind contract 

negotiations are customization and equality. 

Even though these two things may seem 

contradictory, Japanese people tend to seek 

both. Regarding customization, it may be desired 

by any country, not just in Japan, but the level of 

demand seems to be high in Japan. For example, 

in Japan, parcels and mail can be redelivered at 
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so why not stop doing that?”. This is extremely 

reasonable. However, negotiations become 

challenging because Japanese customers 

may not understand or may resist the starting 

point that “customization requires additional 

charges”. Even if it were possible to absorb the 

immediate extra costs into the corresponding 

additional charges, accommodating the 

customization requests of a significant number 

of customers would decrease scalability and 

make it difficult to deliver high-quality products 

and services promptly, ultimately not benefiting 

the customers. Surprisingly, however, even 

we, the sales teams at IT vendors, often do not 

understand this or fail to assert it in an attempt to 

be in line with the customers’ preferences.

(3) Regarding “equality,” in addition to the above-

mentioned equality among customers, equality 

between customers and vendors is also an 

issue. For instance, common clauses in IT vendor 

contracts include: (i) the IT vendor has the right 

to temporarily suspend the provision of products 

or services for technical or operational reasons 

in addition to compliance with regulations and 

security needs; (ii) the IT vendor can freely use 

customer feedback on the products or services 

for future development; (iii) the latest online 

terms and conditions are applied as the terms 

of use for the IT vendor’s products or services; 

and (iv) the customer is obligated to install 

updates (such as error corrections) released by 

the IT vendor, among others. Customers often 

object to these clauses. From the customer’s 

perspective, these terms represent the unilateral 

discretion of the IT vendor to realize its unilateral 

benefit, thereby creating inequality between 

the customer and the IT vendor. Customers 

may push back by not granting these rights to 

the IT vendor or requiring prior consent from 

customers or notification to customers regarding 

these matters. However, it is when these rights 

are given to the IT vendor that the vendor’s 

products and services can withstand security 

threats, adapt to rapid technological and market 

changes, ultimately benefiting the customer.

3. Negotiating with technical personnel - 

Intellectual property rights negotiation as the 

toughest challenge 

(1) Negotiating intellectual property rights is 

likely the most challenging item in negotiations, 

not only in Japan but in other countries as well. 

Since the ownership of intellectual property 

rights has a significant impact on business 

over the medium to long term, intellectual 

property issues cannot be resolved solely at 

the discretion of the sales department at that 

moment, unlike warranty and liability issues 

that can be managed as a cost issue (although 

the management of intellectual property rights 

can be converted into a cost issue). In any non-

Japanese IT vendor, the local subsidiary, which 

is nothing more than a local sales department, 

is given almost no discretion in negotiations 

regarding intellectual property rights. Therefore, 

negotiations over intellectual property rights 

between local subsidiaries and customers are 

difficult in any country, but in Japan, technical 

personnel often lead negotiations on the 

customer side, and this makes negotiations even 

more difficult.

“Negotiations become challenging because Japanese 

customers may not understand or may resist the starting 

point that ‘customization requires additional charges’”.
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(2) Characteristics of Japanese style 

management include the corporate 

organizational structure based on lifetime 

employment and a seniority-based wage 

system, corporate governance centered 

on internally promoted managers with 

technical backgrounds and banks, and long-

term transaction relationships between 

affiliated companies. Under such Japanese 

style management, decisions are often 

made from the bottom up, with technical 

personnel having extensive decision-making 

authority. Furthermore, collaboration between 

departments within a company and the practice 

of long-term transactions among affiliated 

companies have enhanced coordination on the 

ground, fostering close communication and 

information sharing for effective coordination. 

Such advanced collaboration and coordination 

capabilities have become the source of the 

competitiveness of Japan’s manufacturing 

industry, and have demonstrated an advantage 

in the integral product development process.

(3) Customers’ technical personnel involved 

in contract negotiations, with such an integral 

product development process as the premise, 

are very particular about their company owning 

intellectual property rights. They strongly object 

to the almost standard condition often included 

in IT vendor contracts, where intellectual property 

rights jointly developed by the customer and the 

vendor are assigned to the vendor. However, it is 

virtually impossible for a customer, who is not a 

Sier but a pure manufacturer, to engage in true 

“joint” development with an IT vendor. What is 

anticipated is that the IT vendor customizes its 

products or services for the customer. In such 

cases, the customer’s insights are provided 

in some form, which is what the customer 

considers “joint” development. It is reasonable 

to attribute the intellectual property rights of 

such customized deliverables to the IT vendor. 

However, customers, especially in the technical 

departments, have a strong image of “joint” 

development with subcontractors of affiliated 

companies in their core business, and they are 

reluctant to agree to assign the intellectual 

property rights of jointly developed deliverables 

to the IT vendor. Once again, the cultural 

tendency to value equality may influence the idea 

that intellectual property rights should be shared, 

since the development was carried out “jointly”.

4. Ideal contract negotiation - Pursuing 

customer benefits together 

(1) Contract personnel from the customer’s 

engineering and procurement departments have 

quite a bit of experience in contract negotiations, 

often delving into detailed negotiations article 

by article. They frequently negotiate on “legal” 

conditions such as warranty, indemnity, and 

limitation of liability. They also argue that the 

contract terms with Japanese vendors (such as 

subcontractors for their core business) which 

they are used to are “standard”, while claiming 

that contracts with non-Japanese IT vendors 
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are not. However, the goal should not focus 

on concluding an “equal treaty” that achieves 

equality article by article based on what the 

customer perceives as “standard.” The objective 

should be to realize customer benefits through 

the products and services of the IT vendor. 

(2) In order to realize customer benefits through 

the products and services of IT vendors, they 

must be provided as originally intended, without 

being altered by the customer’s contractual 

conditions. In addition, in order to achieve 

this at a reasonable price, there is a certain 

degree of need for contractual conditions 

that make it easy for IT vendors to uniformly 

manage various tangible and intangible items 

required for such provision. While these may 

appear to be unilateral benefits for the IT 

vendor, they ultimately benefit the customer. 

If this is not possible, IT vendors will lose their 

competitiveness and be weeded out. The fact 

that non-Japanese IT vendors, who present 

contract terms that seem one-sided to Japanese 

companies, generally demonstrate strong 

competitiveness compared to Japanese IT 

vendors, indicates that the contract terms of 

non-Japanese IT vendors are kind of correct. 

(Of course, factors other than contract terms 

also affect competitiveness, so I do not 

intend to draw absolute conclusions about 

competitiveness based on contract terms alone.) 

I sincerely believe that an “equal treaty” does not 

necessarily benefit the customer, but it seems 

that Japanese customers, including their legal 

departments, do not seem to have that view.

(3) To achieve a mutually beneficial contract for 

both customers and IT vendors, it is essential 

to: (i) understand the customer’s genuine 

concerns, (ii) provide specific explanations 

on how the IT vendor’s products and services 

will function in the customer’s actual business 

environment to address those concerns, and 

gain understanding, (iii) collaboratively discuss 

the explanation to advance contract signing 

within the customer’s organization. 

The common reasoning often heard in non-

Japanese companies, “We can’t compromise 

because that’s what the headquarters says,” 

is something that Japanese customers detest 

the most. When I worked as an in-house legal 

counsel in a Japanese company, I often thought, 

“it’s a stop of thinking!” every time I hear such a 

response from non-Japanese companies. (I now 

know that that is not necessarily the case.) 

What is required of in-house legal counsels in IT 

vendors is to understand how our own products 

and services benefit the customer, convey this 

understanding alongside their sales team, and 

escalate within the customer’s organization in 

collaboration with the customer.

5. Contract “negotiation” instead of contract 

“review” - Function of in-house legal 

The role of in-house legal counsel is to work 

with the sales team to help customers close 

deals with the company. This is exactly the kind 

of contract “negotiation’” that in-house legal 
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counsels should do. While “reviewing” contracts 

can be done by outside counsel or even by AI. It 

is natural to be expected to infer the attributes, 

experience, negotiation strategy, etc. of the 

person in charge of a customer’s contract based 

on their comments and proposed revisions, and 

negotiate the contract accordingly, but this could 

be done even by outside counsel. In addition, 

in-house legal counsels should consider various 

factors regarding the project under negotiation, 

including the product/service to be provided, 

the amount, and other business impacts, the 

impact on the customer’s business, and the 

customer’s stakeholders. Then, we should 

consider conditions that are key to negotiations, 

conditions that can be conceded with internal 

approval, conditions that may be difficult to 

agree to until the end, and conditions which 

we should bargain for. Thus, it is vital to work 

closely with the sales team to hear the above-

mentioned factors to be considered from the 

initial stages of contract negotiations, develop 

a detailed negotiation strategy, and work 

backward to play negotiation cards effectively. 

For instance, if there are certain conditions that 

we absolutely want the customer to compromise 

on, it is necessary to set aside the conditions 

we can bargain for until the final stages without 

making concessions midway through. It is like 

a Tetris game, if we leave only one block at the 

end, the block will not disappear. 

Furthermore, it is completely insufficient to 

simply “respond” to each proposed revision from 

the customer. In fact, sometimes not responding 

can be an effective negotiation tactic. While 

outside counsels would not be allowed to refrain 

from responding to specific matters in a client’s 

contract review request, in-house legal counsels 

have the privilege of remaining silent and not 

responding when deemed appropriate. Having 

said that, it is not acceptable to directly ignore 

the other party’s question, so “not responding” 

would be deflecting the answer, shifting to 

another point, or negotiating in a way that does 

not provoke the question in the first place. It is 

crucial to maintain coordination with the sales 

team to navigate these situations effectively. 

The bottom line is that in-house legal counsels 

should move beyond being contract “reviewers” 

and serve as integral members of the company-

wide negotiation team. This integration is the 

true value and pleasure of in-house legal work.

“In-house legal counsels 
should move beyond 
being contract ‘reviewers’ 
and serve as integral 
members of the company-
wide negotiation team”.

According to the 2023 edition of the “English 

Proficiency Index (EF EPI)” published by 

EF Education First, a leading company in 

international education (based in Switzerland), 

Japan ranks 87th in English proficiency among 

the 113 non-native English-speaking countries 

and regions. This places Japan in the “Low 

proficiency” category, which is the 4th out of 5 

proficiency levels. Additionally, in the 2023 World 

Digital Competitiveness Ranking released by 

IMD’s World Competitiveness Center, Japan 

ranked 32nd out of 64 countries, marking a new 

record low.

Please note: The views expressed herein are 

from my personal perspective and do not 

represent those of my employer.
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some jurisdictions where aggressive regulatory 

enforcement is prevalent, Japan’s legal system 

operates on a premise of restraint. This less 

aggressive stance towards regulation, particularly 

in the business sector, has not only stemmed

from a fraction of legal violations by domestic 

companies but also reflects a strategic choice to 

foster innovation and growth through relatively 

sparse regulatory interventions. Central to 

Japan’s regulatory and societal principle is 

the significant role of reputation and public 

Local Legal Landscape

In the context of Japan’s legal and societal 

landscape, it is noteworthy to acknowledge its 

unique blend of cultural coherence, economic 

prowess, and legal regulation, which collectively 

foster a conducive environment for both domestic 

and foreign investment. Japan’s status as a 

leading global economy is, in part, a reflection of 

its well-regulated society, marked by a distinct 

approach to law enforcement. Compared to 

Wise Wang

Wise Wang serves as the Legal Lead for Japan and Korea at X. Before his tenure at X, Wise was the 

inaugural in-house legal counsel at ByteDance K.K., where he supervised a myriad of products including 

TikTok and various other B2B and B2C services. A significant milestone in his career was leading the 

IPO (Global Offering) process for the Japan-based start-up, Plaid. With his background as a business 

management consultant at IBM and Deloitte, Wise offers a unique and well-rounded legal perspective, 

enabling him to significantly contribute to some of the world’s rapidly expanding companies across the IT 

industry, such as SNS, Live-streaming, EC, Games, Payment, SaaS, among others.

Local Legal Landscape and Cultural 

Considerations in Japan
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move towards more stringent control within the 

IT industry. Moreover, the advent of generative 

AI and its integration into various societal facets 

has prompted a reevaluation of regulatory 

frameworks, particularly concerning distribution 

of misinformation/disinformation and violation 

of intellectual property rights, privacy, and other 

interests. While Japan has yet to formalize a 

holistic legal framework specifically addressing 

generative AI, there is a growing emphasis 

on industry-specific self-regulation and the 

development of guiding principles to navigate 

the complex implications of AI on society.

As an aside, there has been an interesting 

cultural shift accelerating acceptance of digital 

alternatives over traditional practices catalyzed 

by the COVID-19 pandemic, such as the 

widespread use of corporate/personal seals 

(hanko) for signing contracts. This pivot, though 

seemingly minor, marks a significant departure 

from entrenched customs, alleviating previous 

inconveniences associated with the practically 

mandatory use of seals on agreements or other 

official documents.

perception. The potential for reputational damage 

acts as a powerful informal control mechanism, 

often exerting more influence than formal legal 

sanctions. This societal dynamic effectively deters 

unethical behavior, complementing the formal 

legal framework.

On the other hand, the legal framework within 

Japan’s IT sector offers an illustrative example 

of this nuanced approach. Being lenient 

historically, recent years have witnessed 

a progressive tightening of regulations, 

with significant amendments and new 

enactments aimed at enhancing oversight 

and consumer protection. This is evidenced 

by successive amendments, including the “Act 

on the Protection of Personal Information”, the 

“Telecommunications Business Act”, and the 

“Act on the Limitation of Liability for Damages 

of Specified Telecommunications Service 

Providers and the Right to Demand Disclosure 

of Identification Information of the Sender”. 

New legislations include the “Act on Improving 

Transparency and Fairness of Digital Platforms”. 

These legal developments collectively signal a 
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At the judiciary level, the preference for 

settlement and mediation over litigation reflects 

a cultural inclination towards harmony and 

consensus-building. The reluctance to award 

large compensations and the absence of 

punitive damages in the Japanese legal system 

are indicative of a broader societal value that 

prioritizes reconciliation and collective well-

being over adversarial confrontation.

In summary, Japan’s legal and societal 

framework is characterized by a balanced 

integration of formal regulation and informal 

social controls, fostering an environment that 

supports economic innovation while adapting 

to technological advancements and cultural 

shifts. This balance underscores a broader 

commitment to maintaining harmony, reputation, 

and public trust, which are integral to Japan’s 

approach to governance and societal cohesion.

Cultural Considerations

The Japanese legal and cultural landscape 

is deeply interwoven, characterized by high-

context communication that emphasizes 

unspoken cues and shared understandings over 

explicit expressions. This intrinsic communication 

style extends into the realm of legal practice, 

where contracts and agreements are crafted 

with room for rational interpretation, rather 

than being bound by the exhaustive specificity 

often seen in the Common Law legal system. 

This approach underscores a preference for 

maintaining relationships and harmony over strict 

adherence to the letter of the law, reflecting a 

broader societal emphasis on consensus and 

relational ties. In addition, the importance of 

personal relationships and a collective decision-

making process aimed at achieving consensus 

cannot be overstated. These cultural values 

apply to legal proceedings, making them less 

adversarial and more focused on reconciliation. 

The emphasis on harmony and obligation 

influences all aspects of legal practice, from 

the selection of counsel to the outcomes of 

negotiations, prioritizing relational dynamics over 

contractual rigidities.

Japan’s cultural and technological landscape 

has been significantly shaped by its interactions 

with neighboring countries, yet it has managed 

to carve out a distinct developmental path. 

Japan’s approach to foreign influences has 

been characterized by a discerning process of

adoption, modification, or rejection, guided by the 

collective wisdom of its people and the distinct 

characteristics of its various ethnic communities. 

Despite its openness to external cultures, Japan 

has maintained a remarkable degree of cultural 

consistency and identity across regions. This 

resilience has allowed Japanese culture to 

remain vibrant and influential through the ages, 

seamlessly integrating traditional values with 

contemporary innovations.

“The reluctance to award large compensations and the absence 
of punitive damages in the Japanese legal system are indicative 
of a broader societal value that prioritizes reconciliation and 
collective well-being over adversarial confrontation”.
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Remarkably, Japanese companies are 

considered to represent over 40 percent of the 

global entities that have surpassed a hundred 

years in operation. This statistic is particularly 

striking in the context of today’s rapidly evolving 

technological landscape, where change is the 

only constant. The enduring nature of these 

companies underscores the importance of 

consistency and persistence, offering valuable 

insights into navigating the challenges of 

modernity. Japan’s example suggests that 

maintaining a steadfast commitment to 

foundational principles, while simultaneously 

adapting to the fast-paced changes of the 

global environment, is not only possible but also 

crucial for sustained success and relevance. This 

balance between tradition and innovation is a 

testament to the adaptability and resilience that 

define the Japanese approach to business and 

culture alike.

In recent years, however, Japan has faced 

significant socio-economic challenges, including 

a declining birthrate and a consequent labor 

shortage. In response, the country has sought to 

stimulate its economy through tourism and by 

encouraging immigration to bolster its workforce. 

These measures represent a pragmatic approach 

to addressing demographic and economic issues 

and introduce new dynamics into the traditional 

Japanese legal and cultural landscape.

As Japan opens its doors wider to the global 

community, the interplay between its distinctive 

legal practices and cultural norms with the 

diverse values of its international residents and 

businesses becomes increasingly complex. The 

challenge lies in maintaining the integrity of 

Japan’s cultural identity while accommodating 

the needs and perspectives of a broader, more 

varied population. This evolution presents an 

opportunity for Japan to redefine its place in 

the global community, balancing tradition with 

innovation and exclusivity with inclusivity. In 

navigating these changes, Japan’s legal system 

and cultural practices will undoubtedly adapt, 

reflecting the country’s ongoing journey towards 

a more integrated society both domestically and 

on the international stage.
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EUROPE DESK

GERMANY

The restrictive measures imposed by the European 

Union (EU) against Russia have evolved into an 

unprecedented sanctions regime of prohibitions affecting 

virtually every economic sector across the EU. With thirteen 

sanctions packages as of April 2024, these measures were 

frequently tightened since the beginning of Russia’s illegal 

war of aggression against Ukraine in February 2022.

Among the many measures, ranging from financial 

sanctions and extremely broad import and export bans to 

investment prohibitions and a price cap on Russian crude 

oil, the sanctions also include a ban on the provision of 

certain services. Specifically, Article 5n of Regulation (EU) 

No 833/2014 prohibits EU entities from offering a variety 

of services to Russian companies, including accounting, 

management consulting, engineering, legal advisory, IT 

consultancy, and advertising services. Since late 2023, the 

ban has been expanded to include enterprise management 

software, limiting Russian companies’ access to business 

services and software essential for running their business. 

The restrictions are not without nuances, providing for 

certain exemptions and derogations. For example, services 

necessary for legal defense, public health, or other 

emergencies may be exempt, whereas authorisation may be 

obtained for services necessary for humanitarian purposes 

or for ensuring critical energy supply within the Union.

Principally, the prohibitions apply with respect to all 

Russian legal persons. However, until June 20, 2024, 

services provided to Russian entities owned or controlled 

by companies from an EU member state or a partner 

country (Australia, Canada, Iceland, Japan, Liechtenstein, 

New Zealand, Norway, South Korea, Switzerland, the 

UK, or the US) are exempt from the restrictions. After this 

date, however, EU parent companies and external service 

providers require authorisation to provide restricted services 

to “privileged” Russian subsidiaries and joint ventures.

While the content of these prohibitions is the same for all 

EU member states, the services ban demonstrates that 

the application of the sanctions can diverge significantly. 

In Germany, the competent Federal Office for Economic 

Affairs and Export Control (Bundesamt für Wirtschaft und 

Ausfuhrkontrolle, BAFA) has chosen to avoid the bulk of 

individual license applications that would otherwise have 

certainly hit the authorities until June 20, 2024. In February 

2024, it issued the national General Authorization No. 

42, which allows for the provision of restricted business 

services to “non-sensitive” recipients in Russia in general 

terms. German companies only need to register with BAFA 

and meet reporting requirements, rather than apply for 

individual licenses.

This approach, while pragmatic, has sparked controversy. 

The European Commission stated in an April 2024 

update of its Frequently Asked Questions on the Russia 

sanctions that general authorisations are not permissible, 

emphasizing the need for case-by-case assessments. This 

could discourage other EU member states from issuing 

similar authorisations and, as far as we know, Germany 

stands alone with its approach. As a result, BAFA’s general 

license, while generally welcomed by German businesses, 

creates inequalities for companies in other member states, 

especially in light of long processing times they face when 

requesting authorisations.

This inconsistent application and enforcement, also 

observed in other areas, potentially undermines the 

efficacy of the sanctions regime. At the same time, such 

fragmentation presents a challenging environment for 

businesses, which need a keen understanding of both the 

letter and the spirit of the sanctions, as well as the varied 

landscape of national administrative practice.
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