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Abstract 

After years of a communistic system with a closed economy, Russia has become a very 

attractive market with high potential for foreign direct investment, however, it is a risky 

investment destination. Market conditions are changing rapidly in Russia, it is important for 

any potential newcomer to have relevant, up-to-date information on the investment 

environment and potential problems which may face in the new market. The investment 

climate in Russia is continuously assessed and evaluated by various authorities in different 

countries. These repeated evaluations may help to identify new problems, as well as solve 

existing ones; therefore, we considered our thesis to be of interest for both existing companies 

and potential newcomers into the Russian market. 

The objective of this thesis is to define and describe the existing problems and difficulties that 

Swedish direct investors come across when investing into the Russian market. We aim to 

illustrate these problems with examples and provide recommendations on how foreign 

companies can avoid these struggles. 

We are using qualitative methods in our study in order to evaluate the problems foreign 

companies come across in Russia. The thesis is based on both primary and secondary data. 

Face-to-face interviews with the representatives of Swedish companies are our primary data 

sources. News articles, previous research papers and literature on the subject are used as 

secondary data sources. 

The general conclusion of our thesis is that even though the political and economical 

environment in Russia is considered to be stable the bureaucracy, cultural barriers, and 

transparency are the main problems for foreign investors. Possible misinterpretation of 

information due to different level of cultural context, short-term orientated cooperation 

together with little knowledge of the market can result in interruption of business flow in a 

company. It is therefore important for the foreign investors entering the Russian market to be 

well prepared with current knowledge of the investment environment, an understanding of the 

host-country’s culture and have a strong strategy for continuous development. 

Keywords: Foreign Direct Investment, FDI, Russian market, cultural differences, socio-

cultural environment, political and economical environment. 
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1. Introduction 

This chapter presents a short discussion on the subject for the thesis. Here we provide the 

background and description of the problem, formulate the objective for the thesis, give the 

delimitations for the project and draw the outline for the whole paper. 

1.1 Background 
After years of a communistic system with a closed economy, Russia has become a very 

attractive market with high potential for foreign direct investment. The newly evolved market 

economy makes Russia an attractive but also risky investment destination. Investments 

represent a great opportunity for foreign companies to enter a new market as well as a great 

opportunity for Russian market to evolve and the economy to stabilise and grow. Many 

foreign businesses have already been established in Russia and the industries vary greatly 

from service to production 1. The Russian economy today is on the rise, attracting funds in the 

form of foreign investment 2,3. There were some economical and political events happening 

such as oil tycoon Mikail Chodorkovsky’s (the owner of “Yukos”) arrest in October of 2003. 

The arrest spread anxiety amongst business circles and it was hard to predict how the 

investment climate in Russia would be affected 4. The Chodorkovsky-“Yukos” case has 

definitely affected the Russian economy, although it did not become the key factor in 

determining the investment climate in Russia 5. As for today, no major crises like the great 

rouble default in the nineties has occurred. 

According to Hans Timmer, the World Bank’s expert, the current inflow of investment in 

Russia is 20% of their Gross Domestic Product (GDP). This figure is low for a country that 

has almost completed its transition period. According to the World Bank (WB), the current 

rate of growth of Russia’s economy is 5% a year, and further annual growth of 4-5% is 

expected. Countries with such rates of growth merit much higher investments which should 

account for 60-70% of the GDP 6. Such a low investment rate from one side can indicate a 

hidden potential for the further investments. On the other hand this low rate can be related to 

the degree of risk assigned to the Russian market. 

                                                 
1 State University of Technology of Krasnoyarsk (2001)  
2 MosNews (28.06.2005)   
3 MosNews (17.03.2004)  
4 Gullmert, P. (2004) 
5 Sudakov, D. (14.06.2005)  
6 MosNews (27.04.2004) 
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The investments have the potential of stimulating the local development of production; they 

would contribute to the effectiveness of the production as well as scientific cooperation. 

Foreign investments would definitely give resistance against the Russia’s foreign debts raise 

as well as providing the funds to minimize the debt 7. Other possible positives of foreign 

investments in the Russian economy are financial inflows, access to new technologies, new 

organizational technologies, equipment, know-how, education of new work-force of 

specialists and entrepreneurs and entrance to the new markets 8,9. The investment activities 

include advantages for the investor’s side as well. The activation of the export potential of an 

investing country is the major advantage. All these factors, together with endless possibilities 

make it very attractive for the foreign companies to put their investment capital into the 

Russian market. The Russian economy has gone up and down since the fall of The Soviet 

Union but this has not stopped the investment inflow to Russia. The reality today is that many 

companies have chosen Russia as a host country for their funds 10. Many of them stayed and 

grew in the Russian market; however, many companies failed to survive due to different 

reasons. Today the industries where the international companies have established their 

businesses in Russia vary a lot, as well as companies’ geographical origin 11. The main 

investments are in IT, retail, production, and food and beverage services 12. In the first half of 

2005 the main investors on the Russian market represented Cyprus, Luxemburg, The 

Netherlands, Germany, Great Britain, USA and France 13.  

1.2 The Problem Discussion 

After years of a centralised political system, with a planned economy and later the transition 

to the market economy under the “Perestroyka”-time in the nineties, Russia has now become a 

high-potential investment area. The economy is growing fast and a lot of opportunities are 

present. This has made Russia an attractive destination for the foreign investments 14. 

Although there are many opportunities, there may be complications for foreign businesses to 

move their capital into Russia 15. The list of the companies who failed in allocating their funds 

                                                 
7 Kommersant (07.09.2005)  
8 Malinin, S. (27.09.2005)  
9 Hertzfeld, J. M. (2000) 

10 Rosbalt (10.10.2005)  
11 Bezchastnij, G. (2004) 
12 Ibid 
13 All Business Consulting Russia (15.10.2005) 
14 Hertzfeld, J. M. (2000) 
15 Ibid 
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in Russia is long 16. Due to different reasons the companies could not keep up with their new 

market specificity. Identification of these reasons could provide guidelines for the future 

foreign entrants. This is to become the premise for the main question of the thesis.  

Some of the newcomers do underestimate the general conditions of the local market in Russia. 

However, inability to understand Russian market seems to be even a bigger problem. The 

main part of this problem is lack of understanding of the cultural differences which should 

never be underestimated when allocating funds abroad. It is vital that the investors are aware 

of the business etiquette and consumer behaviour in the host country since it is strongly 

correlated to the cultural and mental differences. The Russian legislation system is often not 

beneficial to foreign investors. It is for example hard for foreign investors to prove and win 

their cases in court and no tax advantages have been presented for the foreign companies 

either. For instance, a few years ago it was more “profitable” for an oil-producing company 

not to pump the oil at all due to the disadvantageous tax legislation 17. Some recent events 

such as oil-magnate Chodorkovskiy’s arrest and on-going war in Chechnya have played the 

unfavourable role in the attracting foreign capital into Russia. Even though the economy is 

growing one may call it unstable, unreliable and risk filled market. Despite all these problems 

the investment level in Russia is positive and constant for today 18. The Russian government 

is working on suggestions for improvement of the overall economic environment aiming for 

healthier foreign investment possibilities. 

Based on the literature, news articles and media-discussions, the main barriers foreign 

companies face when investing in Russia are preliminary identified as: underestimating the 

local competitors, the inability to understand the Russian market and the failure to understand 

the local consumer. These barriers seem to be closely correlated to the cultural aspects. Other 

barriers discussed are linked to the legislation system and political restrictions, low or non-

existent tax-advantages, a growing but possibly instable economy badly defined property 

rights and underestimated risks 19. 

Given the profile of our studies “International Business Academy”, we wanted to capture an 

international issue. Russian market conditions are changing rapidly since the fall of the Soviet 

Union. It is therefore important for any potential newcomer to have relevant up-to-date 
                                                 
16 Bezchastnij, G. (2004) 
17 Ibid 
18 Hertzfeld, J. M. (2000) 
19 Business Support Bureau "RUNA" (25.04.2005) 
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information on the investment environment and potential problems which they can face on the 

new market. The investment climate in Russia is continuously assessed, evaluated and 

reported by various authorities in different countries such as the World Bank and the Swedish 

Trade Council. It is even more important to re-asses and re-evaluates the investment 

environment on the continuous basis. The repeated evaluations may help to identify new 

problems and help to update the existing ones; therefore, we considered this subject to be of 

interest for our thesis.  

Since the students in our group are of both Russian and Swedish origin, we believed that this 

would give us an advantage when writing the thesis on such a broad issue. We considered it to 

be very important that we have access to the “internal” views on the subject in form of local 

Russian and Swedish media, press, books, and research publications. It could supply us with a 

different explanatory picture when analysing the empirical data. We chose to apply these 

qualities in our study and to analyse Swedish companies which already entered the Russian 

market. The results of our research are considered to be of interest for both already existing 

companies and for any potential newcomer into the Russian market. 

1.3 The Objective of the Thesis 

The objective of the thesis is to define and describe the existing problems and difficulties that 

Swedish direct investors come across when investing into Russian market. We aim to 

illustrate these problems with examples and provide recommendations on how foreign 

companies can avoid those problems. The research question of the thesis is: 

- What are the problems Swedish companies come across when entering and operating 

within the Russian market? 

1.4 Delimitations 

One of the limitations is the geographical location of the companies to be studied. We chose 

to focus on Swedish companies established in the Moscow and St.-Petersburg regions, as 

many of the foreign companies are established in these cities. Russia is a big country and it is 

hard to do a study of the whole country in one thesis. The needs and conditions, as well as 

possibilities for establishment of new companies vary greatly in different regions of Russia. 

The two cities of Moscow and St.-Petersburg represent more or less the same level of needs 
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and possibilities for the companies, therefore this would be fair to take these cities as the base 

for the companies to be studied.  

We decided to focus on small and medium-sized Swedish companies as an object of our 

study. There was no industry specification.  

1.5 The Outline 

This study starts with the problem identification, describing the possible problems the foreign 

investors come across with when establishing and conducting business in Russia. The method 

chapter includes the description about how the research process was constructed and 

conducted in our case. Delimitations and criticism are included in the method-chapter. The 

theoretical frame presents the theories we applied on the empirical data in order to make the 

research. Later main characteristics of the today’s environment for the investments are given 

as we describe the present market condition for foreign investment. After the overall market 

situation we present the empirical data. Analysis in accordance with the theories is presented 

later. The analysis is completed with conclusions, and we provide recommendations on how 

the described problems can be avoided. Critical evaluation of the thesis and proposal for 

further studies complete the chapter. The paper is finished with appendix, including tables, 

figures, references and a questionnaire used in the research process. 
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2. The Methodology 
 
This part will provide a reader with the description of how the study was performed what 

theories on social science we used when researching as well as what research methods we 

applied and why. We provide the reader with the description of data used in our research, 

how we formed our research process and how the whole process went through. We also 

discuss the validity and reliability of our study. 

2.1 Research Method 

We chose to use both qualitative and quantitative methods in our thesis. The qualitative 

method would be the main method used in the paper, when quantitative method would be 

used in order to support the data in a case of high response-rate. In qualitative research, the 

goal is to obtain a lot of information from a few sources, while in quantitative research, as the 

name suggests, one aims for a high number of sources but one does not get a lot of 

information from each 20. 

Picture 1: Qualitative vs. Quantitative Research 21 

 
    Qualitative research     Quantitative research 

    

 
Amount of information per source 

 

 
Number of sources 

 

 

In quantitative research it is common to use mail and email surveys. If a telephone or in-

person interview is taking place, the interviewer uses a standardised form 22. The questions 

must be asked in the same way to each object in order to minimize systematic and random 

                                                 
20 Sverke, M. (September, 2005) 
21 Picture 1: Own interpretation of reviewed theories 
22 Sverke, M. (September, 2005) 

 
             High     

 
             Low 

 
            Low 

 
             High 
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errors, which is very important in quantitative research 23. Quantitative research is often used 

when studying natural phenomena or when conducting statistical surveys.  

Qualitative method was developed to better fit the social sciences. People have wills and 

needs to be interpreted and understood in another way than things need to be. Qualitative 

research method can let one understand phenomenon he or she is encountering on a deeper 

level. The downside with qualitative research is that it usually is not as objective as 

quantitative research, and one cannot generalize qualitative research results in the same way 

as quantitative ones 24. 

One does not necessarily have to choose either a qualitative or quantitative approach. It is not 

uncommon to use a combination of both, sometimes called “triangulation” 25. 

2.2 Choice of Research Method 

As the work process started we sent an enquiry to participate in our research to the Swedish 

companies in Moscow and St.-Petersburg. When we only received six responses, we realized 

we had to exclude the possibility of a quantitative research method which left qualitative 

research method as the only reasonable choice. 

According to the literature there are many qualitative research methods. A few examples are 

Ethnography, Introspection and Hermeneutic research method 26. 

Ethnography is about studying social processes in a larger social and cultural context. 

Ethnographic research process requires a researcher to spend some time in a social 

organization to be able to understand it better from a more “inside” perspective 27.  

In Introspection, the researcher is basing his research on his own experience. The research is, 

at least partly, conducted on the researcher himself 28. Consequently, the method is very 

subjective and is often criticized for it, but some say the subjectiveness is its strength 29. 

                                                 
23 Gustavsson, B. (2004) 
24 Gummesson, E. (September, 2005) 
25 Taylor, C. (1.12.2005) 
26 Gustavsson, B. (2004) 
27 Ibid (p.146) 
28 Ibid (p.168) 
29 Frostling-Henningsson, M. (September, 2005) 
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We chose to use a Hermeneutic research method as a starting point for this paper. We chose it 

because it is useful in social science in general and because we thought it was the method 

which could best utilize the fact that the authors have backgrounds both from Sweden and 

Russia to get a wider perspective. 

2.3 Hermeneutic Research Method 

In our research we plan to use face-to-face interviews, market analysis, literature studies 

including news articles, previously published research on the subject and present them as 

qualitative data. Because of the descriptive nature of the objective of our thesis we chose the 

hermeneutic research method. This method is about understanding what is not measurable, 

like joy, anger, sadness or suffering for instance. Such is understood by interpretation, not by 

measuring. The nature of the hermeneutic process is qualitative and it contains four elements: 

interpretation, understanding, pre-understanding and explanation 30. 

Interpretation is the act whereupon one for oneself and others present one’s own 

understanding of something. Originally, interpretation was the same as translation, but that 

definition is a little bit misleading since there is not always an original text to translate word 

for word 31. When something is interpreted, the hermeneutic circle is used. The hermeneutic 

circle describes that all research contains constant motion between parts and the entirety, 

between what we are interpreting and the context in which it is interpreted, or between what 

we are interpreting and our pre-understanding. How the part is interpreted depends on how the 

entirety is interpreted and how the entirety is interpreted depends on how the parts are 

interpreted. How the phenomenon is interpreted depends on how the context is interpreted and 

vice versa 32.  

Understanding is somewhat hard to define. It is the moment when one finds the solution of 

something’s or someone’s riddle and suddenly realizes what one sees it as. Hermeneutic 

understanding is to understand something on a deeper level than the usual meaning of 

understanding. It is when one understands something in a way that shakes his or her whole 

existence and lifestyle 33.  

                                                 
30 Gustavsson, B. (2004, p.74)  
31 Ibid 
32 Gilje, N. and Grimen, H. (2002, p.191) 
33 Gustavsson, B.  (2004, p.74) 
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Pre-understanding is the foundation of understanding something. Without pre-understanding 

there is no understanding. Pre-understanding is based on earlier experiences and feelings. 

When one interprets something or someone, his or her pre-understanding is activated and 

decides how one sees the object of the study 34,35. 

There is a close relationship between explanation and understanding. Interpretations often 

contain explanations or are founded on them. That is because we have to explain to be able to 

understand and vice versa, to be able to explain something we have to understand what we 

explain 36. 

2.3.1 The Authors’ Pre-understanding 

Pre-understanding is very important in hermeneutic research. Before we started our research 

we had our sets of beliefs about what the outcome would be. Such pre-understandings will 

affect the way the research is conducted and how the empirical data is interpreted and cannot 

be ignored. The authors of this paper have different backgrounds. One of the authors is born 

and raised in Russia while the other two authors are originally from Sweden. This means the 

authors’ pre-understandings differ. This makes the research point for each of the authors 

different. The data collected is being interpreted in different way. When analysing cultural 

aspects, for instance, the Russian author can see and understand the data in a way that 

Swedish authors may not. This can give the paper a deeper meaning, so to say understanding 

both from within and from the outside. At the same time the Swedish authors have another 

perception of the data, and they have a perspective to look at things from the outside. 

Combining these two different ways of understanding and interpreting information we intend 

to enrich our research with a unique view on the subject. For instance, when it comes to 

interpretation of the data, like how the system works in Russia, the understanding is also 

different for the authors. It may be obvious why something works the way it does in Russia to 

one author, but it may be hard to perceive for another. The same may be said about 

understanding our opponents; it may be obvious for the Swedish authors why something may 

be perceived as a problem by the opponents, while it still may be unclear for the Russian 

author. 

                                                 
34 Gustavsson, B. (2004, p.75) 
35 Ödman, P.-J. (2001)  
36 Ibid 
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2.4 Primary and Secondary Data  

Data collection can be of two main kinds 37: primary and secondary data. Primary data 

represents information which the authors themselves have collected and generated in order to 

fulfil the objective of the study. The interviews and the questionnaires are our primary data in 

the study. The secondary data is the data that already exists and have been collected by others 

for various purposes and can be used by others. Usually the secondary data is used in order to 

support the primary data. The secondary data is imperative in our research in order to describe 

the overall market conditions as well as new law regulations in Russia. News articles, 

previous research papers and literature are used as secondary data sources in our thesis. 

2.5 The Course of Actions 

We have been in contact with Swedish Trade Council in Russia and have received the list of 

230 Swedish companies operating in St. Petersburg and Moscow. Together with the enquiry 

to participate in our project we have e-mailed a short questionnaire of four questions to those 

companies in order to clarify whether they fulfil inclusion criteria of the study. The questions 

were:  

- The percentage of Swedish capital (minimum of 10% Swedish capital required) 

- Number of employees (to assess the size of a company) 

- Number of years in the Russian market  (to fit the delimitation: up to 5 years) 

- The growth rate or revenue (to assess the growth) 

After contacting more than 200 Swedish companies in both Moscow and St.-Petersburg we 

received only six positive responses with the answers on the short questionnaire. All of them 

could be included in the study but only four of the companies could participate in a secondary 

interview later on. After we had realized that we were not going to be able to interview more 

than four companies we decided to try to get in touch with various experts to enhance the 

reliability by increasing the number of sources. 

Originally, we were only going to study companies who had been in the business for five 

years or less. Since only two of the companies which answered fulfilled the criteria we 

changed the criteria in order to obtain a bigger group of respondents (up to ten years on the 

Russian market). We were planning to do interviews with representatives either by telephone 

                                                 
37 Lekvall, P. and Wahlbin, C. (1993, p.28)  
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or in-person in Russia or, if possible, in Sweden. We were able to arrange face-to-face 

interviews here in Stockholm with two companies. The other two interviews were done by a 

telephone conference.  

We contacted some researchers on “Russian international and security politics” from the 

Swedish Institute of International Affairs, expert journalist on Russia from the newspaper 

“Dagens Industri”, the economist Nils Bagelius PhD (econ), the investment funds “Swedfund 

International” and “HQ Fonder”. We interviewed Nils Bagelius and an investment manager, 

Lydia Molin, from “Swedfund International”.  

A lot of literature on the subject was found. The main assignment was at first to sort out the 

literature in accordance with our objective. The main books used in our paper are S. 

Hollensen “Global Marketing”, B. Gustavsson “Kunskapande metoder I 

samhällsvetenskapen”, doctoral thesis of Nils Bagelius ” How Swedish Companies Captured 

Positions in the East and Managed their Uncertainty” (2003, in Swedish). Additionally, actual 

newspaper articles and internet sources in both English and Russian languages as well as 

previous research studies on the subject were used in the thesis. 

2.6 Interviews and Questionnaire 

We have conducted personal interviews with representatives of four companies. Two 

interviews were conducted by phone. Two other companies had their representatives in 

Sweden, therefore we conducted face-to-face interviews. The face-to-face interviews are 

definitely the superior method in a qualitative research, especially in a case such as ours with 

a small sample. We chose not to assign single answers to the respondents personally due to 

privacy and confidentiality considerations. Instead we generalised the information collected 

during the interviews in order to keep the personal reflections of the respondents private. 

The objective of the interviews was to get from the companies as objective picture of the 

situation as possible. The main premise is that there is the objective picture to describe and 

there is objective information to collect. In order to be able to make good interviews we used 

a questionnaire as a base. The questionnaire was done in accordance with the literature on the 

subject 38.  

                                                 
38 Gustavsson, B. (2004)  



12 

After our first two interviews we altered our way of looking at the interviews. Our objective 

from the beginning have been to make the questions as open and non-leading as possible in 

order two make our respondents talk themselves. That proved to be successful in our first two 

interviews: in neither case did we have to ask more than a third of the questions on the 

questionnaire to obtain most of the answers. The flow of the first interview did state the 

direction for the following interviews. Since then, we shortened the essential questionnaire to 

fewer questions and used it as a guide rather than following it to the point 39. We started off 

with some really open questions and finished with more specific ones from the questionnaire 

if those were not yet answered. We think that by letting our respondents speak freely we have 

been able to obtain information on a deeper level and have questions answered we did not 

even think about asking. This is comparable with Bengt Gustavsson’s definition of 

conversation as an interview method: “the main goal with a conversation…is to collect data 

by a subjective (but nonetheless actual) type – to get a true picture of, and thus try to explain, 

subjective realities” 40. We feel that this way of doing an interview is more in accordance to 

the hermeneutic approach which is about interpreting what people say or write. 

All members of the group were present at the interviews in order to minimise the 

misinterpretation of the information from the respondents. The information we got from the 

respondents was written down parallel with the personal impressions. One person led the 

questioning and two people made the notes. Shortly after the interviews the data collected was 

analyzed. It was imperative for us to make the profiles of the companies we interviewed and 

fill in all the data collected same day as we had been in contact with a company. We thought 

this would help us remember more of the information and minimize possible loss of the 

valuable data. The main point of collecting profiles was to have all the information 

concerning one respondent together at place. 

The big advantage with the notes during the interviews is that the personal space of the 

respondent is not intruded in by a recording device. This may have given our respondents in 

case of face-to-face interviews the freedom to reflect on different issues of the subject. The 

main disadvantage however is that we, as interviewers, may have lost or misinterpreted some 

information collected. Using a recording device during the interview is a way to minimise the 

loss of information. This method however was not chosen due to considerations about 

respondents’ privacy and comfort. 
                                                 
39 Appendix, Questionnaire 
40 Gustavsson, B. (2004, p.238), own translation 
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There are both advantages and disadvantages of the telephone as well as personal face-to-face 

interviews. Face-to-face interviews have a comparative advantage comparing to the telephone 

interviews. The advantage is a personal contact between the respondent and the interviewer. 

When the interviewer is seen by a respondent it may give him or her positive impressions on 

the project. The negative aspect of personal interview may lay in the possible dislike between 

the persons. One disadvantage of the telephone interviews is that the respondents do not see 

the interviewer, which may diminish the credit for the interviewer. Additionally, there may be 

technical problems, such as breakdowns in voice transmission, which is thought to cause 

misunderstanding. However the greatest advantage of the telephone interview is that the 

interview can still be done without the actual physical travel to the destination. In some cases 

the telephone interview may also give the respondent the private space intact, as he or she is 

in the usual environment, which in turn makes the situation more favourable for the 

respondent. In our case, as the respondents were in Russia at the time, the telephone 

conference was very useful. 

Most of the questions in the questionnaire were made with the literature as a base, meaning 

we brought up subjects stressed as important in the various theories we are using 41. Some 

questions were just thought to be important for the objective by instinct 42, and a few were just 

aimed to get a basic picture of the company in question 43. For example, questions on politics, 

economy and taxes are based on Holensen’s theories on political risk. Questions on cultural 

aspects were based on theories on high and low context cultures and Hofstede’s cultural 

dimensions. 

The questionnaire was composed in English for various reasons. As we thought from the very 

beginning there might be non-Swedish speakers to be interviewed. When the first interview 

was booked we prepared the same questionnaires in Swedish in order to lighten the 

communication process. We consider it to be of value when a respondent is interviewed in his 

or her native language, instead of complicating the process (especially in the case of telephone 

interviews) with another language.  The disadvantage of having the interview data translated 

into English is the possible complications with the language when translating and interpreting 

the results. Fortunatly, we encounted no major problems.  

                                                 
41 Appendix, Questionnaire: Politics, Legislation, Taxes, Economy, Cultural Differences 
42 Appendix, Questionnaire: Personal Relations, Cultural Differences 
43 Appendix, Questionnaire: The Company 
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2.7 Reliability and Validity 

Reliability is about how well one measures what one is trying to measure, while validity is if 

someone really is measuring the theoretical concept one wants to measure. Reliability is 

impaired by random errors that will neutralize each other if repeated enough times. Each 

repetition, if done correctly, will take one closer to perfect reliability. Perfect reliability (lack 

of random errors) is no guarantee of a “true” value however. One also needs good validity. 

Validity is about systematic errors, which means they will not neutralize each other when 

repeated, rather like a defect scales showing around five grams too much each time one uses 

it 44,45. 

In our case, did the people we interviewed answer the questions correctly? There is always a 

possibility that a person is not telling the truth in an interview. While hard facts like number 

of employees and turnover are relatively easy to double-check with several sources most of 

the times, subjective data, like a person’s opinion about something, is a different matter. For 

instance, what a CEO of a company thinks about the negotiation process in Russia compared 

to Sweden is something very personal and only he or she can answer, which makes it one-

source information.  

There are several ways to calculate the reliability of a source when double-checking (in the 

traditional meaning) is impossible. The most common methods are test-retest reliability, split-

half reliability and internal consistency reliability. These methods, however, assume that one 

either asks for the same information several times in different wording or asks the same 

questions on two or more different occasions 46, which we did neither of. The reason for that 

is that it would take too much of the already sparse time we had with our objects of study, and 

perhaps would not be that relevant in this sort of interview. 

There is a risk that the persons we interviewed might have misunderstood some of the 

questions. They may have given some incorrect information to make the company look better 

or to protect it from competition, or for any other reason we may not know.  

The various definitions used in questionnaire may raise a question of credibility too. For 

instance, the answers on the same question about organized crime may be greatly affected by 

                                                 
44 Sverke, M. (September, 2005) 
45 Gustavsson, B. (2004) 
46 Ibid (p.58-60) 
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how respondents themselves define the term “organized crime”. The size of the companies 

may also be criticised for, as a lot depends of the definition of “medium-sized enterprise” 

(MSE).  

We might also have asked the incorrectly or imprecisely formulated questions. If some of the 

questions were constantly misinterpreted in the same way we would have a case of bad 

validity. It may also be possible that the questions failed to match the objective of the thesis 

from the very beginning. 

Our sample of four companies is not random and is not representative for the rest of the 

group. This may cause some concerns for the validity if one tries to generalise our research 

results. Random errors might also be a problem considering the small size of our sample. Our 

research results are not supposed to be generalized. 

We also used electronic sources in our thesis. Internet sources are considered to be less 

reliable than published literature since they may change frequently and lack credibility 

comparing to the published literature. 

The theoretical models are interpreted in our own subjective way. This means that other 

people working with the same models may have perceived them differently.  
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3. Theory 

In this chapter we present the theoretical framework that lays the base for our thesis. 

Interviews and analysis are both built around existing theories. We look at factors which 

influence the decision in internationalization and establishment on the Russian market 

through the theories we have considered relevant. Then we look at cultural, economical and 

political factors that we initially thought present threats to already established companies. 

The theories were chosen and grouped thereafter in order to make it easier to follow the 

study. The questionnaire is formed in accordance with the theories. 

3.1 Definition of Foreign Direct Investment (FDI) 

The types of foreign investments are: direct, portfolio and others 47.  

Portfolio investments represent buy outs of stocks, which do not enable the new owner to be a 

part of the administrative/business process in a company. This investment represents the buy 

of less than 10% of either total stock value or total company capital. 

Other investments are the investments which are not defined under direct or portfolio 

investments. These include: trade credits (such as import or export credits) and other credits 

from international financial organisations, for example the WTO, World Bank, international 

currency fund, etc. 

Foreign direct investment is an investment made by a foreign direct investor, for instance by 

individual or a company, who either totally owns a company or controls no less than 10% of 

total amount of stocks or 10% of total capital, which gives the investor a right to participate in 

the process of running the company.  

Foreign direct investment is the direct ownership of facilities in the target country. It involves 

the transfer of resources including capital, technology, and personnel. Direct foreign 

investment may be made through the acquisition of an existing entity or the establishment of a 

new enterprise 48. An example of foreign direct investment is capital investment; including 

either investments into real estate or equipment. 

                                                 
47 Federal State Statistic Service (20.10.2005)  
48 Quick MBA (23.11.2004)  



17 

Direct ownership provides a high degree of control in the operations and the ability to better 

know the consumers and competitive environment. However, it requires a high amount of 

resources and a high degree of commitment 49. 

3.2 Internationalisation through FDI 

3.2.1 Entry Modes 

The decision of how to enter a foreign market can have a significant impact on the results for 

a company 50. Market selection and entry modes can to some extent be considered 

collectively. Expansion into foreign markets can be achieved via the following four 

mechanisms 51: 

Picture 2. Foreign Market Entry Modes  52 

 

• Exporting (reaching foreign markets through sales of domestic goods in the other 

markets). 

• Licensing (reaching foreign markets through a permission to use a property of a 

licensor). 

• Joint Venture (reaching foreign markets through a partnership in another country). 

• Direct Investment (a direct ownership of facilities in a foreign market). 

Focusing on the entry mode, there are six factors that are likely to influence the decision 53. 

                                                 
49 Quick MBA (23.11.2004)  
50 Ellis, J. and Williams, D. (1995, p.239)   
51 Ibid 
52 Picture 2. Foreign Market Entry Modes. (Own composition) 

Exporting Licensing Joint Venture  Direct Investment 
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• Degree of control 

• Resource availability and extent of commitment 

• Degree of risk 

• Speed  

• Opportunities available 

• Expected return 

3.2.2 Network Theory 54 

Internationalization interpreted from a network perspective means for an organisation to try to 

enter an existing network in another country. To succeed with this, contacts between already 

established companies and the new entrants must be motivated. New players on the market 

must have specific resources or competencies that appeal to existing players.  

New companies must position themselves in relation to other players on the market. Nils 

Bagelius suggests that this can be done in three stages 55: 

1. Expanding the company network, positioning themselves in a network that is 

new to the company. 

2. Penetration, developing and increasing resources in already existing networks 

abroad. 

3. Integration of network, increased cooperation between the companies 

positioned in different networks. 

The different stages have different importance depending on how far into the 

internationalization process the company is at the time. Knowledge and experience are gained 

in the process and in every step. The network theory emphasises that the market is constantly 

changing which also changes the positioning in relation to other companies. 

Internationalisation is the result of a process not a one time decision or the influence of one 

actor on the market, as the traditional internationalisation models suggest 56. 

                                                                                                                                                         
53 Ellis, J. and Williams, D. (1995, p.239)  
54 Appendix, Questionnaire: ”Personal Relations” 
55 Bagelius, N. (2003) 
56 Ibid (p.130)  



19 

3.3 The Political and Economical Environment 57 

The political and economical environment is of great importance for FDI. When entered the 

new market there is a number of political and economical risks that present threats to the 

company. Questions on politics, economy and taxes are based on Holensens theories on 

political risk.  

Hollensen 58 identifies three major types of political risks that can be encountered: 

• Ownership risk, which exposes property and life. 

• Operating risk, this refers to interference with the ongoing operation of a firm. 

• Transfer risk, which is mainly encountered when companies want to transfer capital 

between countries 59. 

Political risk can be the result of governmental actions or actions outside the government 

control. The types of actions and their effects can be classified as follows 60: 

• Import restrictions. Restrictions on imports as a strategy to benefit and create markets 

for the local industry. It can sometimes interrupt the operations of established 

industries.  

• Local-content laws. Countries often require a portion of any product sold within the 

country to have local content. This mostly affects companies that assemble products 

from foreign made components.  

• Exchange control. This is a result of shortages of foreign exchange. In these cases 

control may be levied over movement of capital. This creates problem for the foreign 

investor, in transfer profit and investment into the currency of the home country 

(transfer risk). 

• Market control. Governments sometimes impose control to prevent foreign companies 

from competing in certain markets. Boycotting is an example of this. 

• Price controls. Pricing that is seen as being in the best interest of the public, for 

example high petrol prices. Can be used by governments during inflationary periods to 

control the environmental behaviour of consumers or the cost of living. 

                                                 
57 Appendix, Questionnaire: ”Politics”, “Legislation”, “Taxes”, “Economy” 
58 Hollensen, S. (2004, p.170) 
59 Ibid 
60 Ibid (p.171) 
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• Tax controls. This is classified as a political risk because governments can use tax as a 

way to control the market. Foreign companies rarely have any influence over this, 

especially in underdeveloped countries.  

• Labour restrictions. If labour unions are strong they can influence the government to 

pass very restrictive laws that support domestic labour at heavy cost to business. 

• Expropriation. This is an official seizure of foreign property. It is very unusual, almost 

only in the case of a revolution. 

• Domestication. This can be thought of as creeping expropriation and is a process by 

which controls and restrictions are placed on the foreign firm gradually. In order to 

reduce the control of the owners government imposes different controls:  

- greater decision-making power accorded to nationals 

- gradual ownership transfer to nationals 

- more produced locally 

- promotion of larger numbers of nationals to higher level of management 

Political factors are also powerful in deciding the tariff barriers and quotas. This is a potent 

measure of regulation towards FDI. 

When a company enters a new market it becomes a part of the overall international political 

and legal environment. The host countries forging relations affect all companies forging 

relations. 

3.4 The Socio-cultural Environment 61 

3.4.1 High/Low Context Cultures 

To understand different cultural orientations better Edward T. Hall 62 speaks of the 

importance of high- and low-context cultures. Based on his experience in the Foreign Service, 

Edward T. Hall published two books, “The Silent Language” (1959) and “The Hidden 

Dimension” (1969). In them, he identified two classic dimensions of culture. Firstly, he 

identified high-context and low-context cultures, where the high and low context concept is 

primarily concerned with the way in which information is transmitted, that is to say 

communicated. According to Hall, all "information transaction" can be characterised as high-, 

                                                 
61 Appendix, Questionnaire: “Cultural Differences” and ”Personal Relations” 
62 Hall, E. T. (1960) 
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low - or middle - context. "High context transactions feature pre-programmed information 

that is in the receiver and in the setting, with only minimal information in the transmitted 

message. Low context transactions are the reverse. Most of the information must be in the 

transmitted message in order to make up for what is missing in the context” 63. 

According to Hollensen, low-context cultures rely on spoken and written language for 

meaning. The encoder relies on the decoder to interpret the actual words and gain a good 

understanding of the message. High-context cultures, use and interpret more of the elements 

surrounding the message to develop their understanding of the message. The cultural and 

social environment surrounding the message adds meaning and information to the receiver 64. 

The high/low context concept is one of the easiest concepts to witness in intercultural 

encounters. This concept deals primarily with language, which is located in the outer layer of 

the ‘culture onion’, and is one of the most rudimentary concepts for any type of intercultural 

communication, or analysis 65. For example, many business negotiators, particularly from the 

West, find it difficult to deal with Asian business negotiators. Often they have been found to 

encounter severe problems understanding their counterparts, and interpreting correctly what 

their counterparts want to convey.  

3.4.2 Communication  

Language is an important factor in the socio-cultural environment and can be described as the 

mirror of the culture. According to Hollensen it is imperative for companies that establish 

themselves in regions where the other native languages are spoken to learn the language. 

Hollensen’s theory is divided into verbal and non-verbal language.  

Verbal language is what most people think of as spoken language; verbal language of vocal 

sounds in pattern that have meaning. This is the process of encoding and decoding, words in a 

conversation.  

Non-verbal language is the communication conducted through body language, silence and 

social distance. The importance of non-verbal communication is greater in high-context 

                                                 
63 Hall, E. T. (1960, p.101) 
64 Hollensen, S. (1998, p.197) 
65 Dahl, S. (2003)  
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countries. According to Hall 66 90 % of the meaning is communicated through non-verbal 

messages in high context cultures 67.  

3.4.3 Personal Relations 

Personal relations are important in all business areas but Bagelius underlines the process of 

gathering information, interpret agreements and distribution alliances.  

Gathering information about business relations, customers and suppliers, especially at local 

level, is considered as a social exchange where personal relations are necessary. 

Part of the importance of personal relations can be explained by the lack of formal 

information and the gap between formal regulation and local enforcing mechanism that the 

reformation of the Eastern block countries resulted in. “Personal relations decreases the 

impact of imperfection” 68. 

Personal relations with influential individuals can over time help to decrease the influence of 

organized crime and hidden distribution alliances. Foreign companies should try to hire local, 

lawyers, auditors and other people with good local contacts. It is also common to hire external 

intelligence in form of different consultant to gather information before establishing 

themselves on the Russian market 69. 

3.4.4 Hofstede’s Cultural Dimensions  

To analyse the cultural aspects in our study we use Hofstede’s cultural dimensions. 

Hofstede’s work is the most citied one in the world on this subject 70. Hofstede derived his 

culture dimensions from examining work-related values in employees of IBM during the 

seventies 71. These include power distance, individualism, masculinity, uncertainty avoidance 

and long-term orientation 72,73. We use the approximate numbers observed from an interactive 

                                                 
66 Hall, E. T. (1960) 
67 Hollensen, S.  (1998, p.199) 
68 Bagelius, N. (2003, p.286)  
69 Ibid (pp.284-290) 
70 Dahl, S. (2003)  
71 Hollensen, S. (2004, p.205) 
72 Hofstede, G. (18.11.2005) Hofstede’s homepage. 
73 Ghauri, P. and Buckley, B. J. (1999) 
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table “5 Hofstede’s dimensions” 74 (with permission) to illustrate culture-related aspects for 

Russia and Sweden.  

 

 PDI IDV MAS UAI LTO 

Russia ≈ 92 ≈ 39 ≈ 37 ≈ 95 0 

Sweden ≈ 30 ≈ 70 ≈ 5 ≈ 28 ≈ 32 

5 Hofstede’s Dimensions 75. PDI - Power distance index, IDV - Individualism, MAS - 

Masculinity, UAI - Uncertainty avoidance index, LTO - Long-term orientation. 

 

Power distance index (PDI) focuses on the degree of equality, or inequality, between people 

in the country's society. A high power distance ranking indicates that inequalities of power 

and wealth have been allowed to grow within the society. These societies are more likely to 

follow a caste system that does not allow significant upward mobility of its citizens. A low 

power distance ranking indicates the society de-emphasizes the differences between citizen's 

power and wealth. In these societies equality and opportunity for everyone is stressed. 

Individualism (IDV) focuses on the degree the society reinforces individual or collective 

achievement and interpersonal relationships. A high individualism ranking indicates that 

individuality and individual rights are paramount within the society. Individuals in these 

societies may tend to form a larger number of looser relationships. A low individualism 

ranking typifies societies of a more collectivist nature with close ties between individuals. 

These cultures reinforce extended families and collectives where everyone takes 

responsibility for fellow members of their group. 

Masculinity (MAS) focuses on the degree the society reinforces, or does not reinforce, the 

traditional masculine work role model of male achievement, control, and power. A high 

masculinity ranking indicates the country experiences a high degree of gender differentiation. 

In these cultures, males dominate a significant portion of the society and power structure, with 

females being controlled by male domination. A low masculinity ranking indicates the 

                                                 
74 Hofstede, G (22.11.2005) 
75 Ibid 
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country has a low level of differentiation and discrimination between genders. In these 

cultures, females are treated equally to males in all aspects of the society. 

Uncertainty avoidance index (UAI) focuses on the level of tolerance for uncertainty and 

ambiguity within the society, for example in unstructured situations. A high uncertainty 

avoidance ranking indicates the country has a low tolerance for uncertainty and ambiguity. 

This creates a rule-oriented society that institutes laws, rules, regulations, and controls in 

order to reduce the amount of uncertainty. A low uncertainty avoidance ranking indicates the 

country has less concern about ambiguity and uncertainty and has more tolerance for a variety 

of opinions. This is reflected in a society that is less rule-oriented, more readily accepts 

change, and takes more and greater risks. 

Long-term orientation (LTO) focuses on the degree the society embraces, or does not 

embrace long-term devotion to traditional, forward thinking values. High long-term 

orientation ranking indicates the country prescribes to the values of long-term commitments 

and respect for tradition. This is thought to support a strong work ethic where long-term 

rewards are expected as a result of today's hard work. However, business may take longer to 

develop in this society, particularly for an "outsider". A low long-term orientation ranking 

indicates the country does not reinforce the concept of long-term, traditional orientation. In 

this culture, change can occur more rapidly as long-term traditions and commitments do not 

become impediments to change. 
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4. The Investment Climate in Russia  

This chapter describes the general economical and investment climate in Russia. The 

description is based on the data collected from the secondary sources. The chapter starts with 

the general description of Russia and contains information on the latest law regulations, the 

present market condition, as well as some statistical data on the foreign investment in Russia. 

4.1 Economic Overview of the Russian Federation 76 

The total area of the Russian Federation is 17,075,200 sq km which approximately compares 

to 1.8 times the size of the US. Natural resources of Russia include major deposits of oil, 

natural gas, coal, strategic minerals, timber and many more. The population rate is estimated 

at 143.4 million people (July 2005) 77. 

Russia ended 2004 with its sixth straight year of growth, with average 6.5 % annually since 

the financial crisis of 1998. Although high oil prices and a relatively cheap rouble are 

important drivers of this economic recovery, and since 2000, investment and consumer-driven 

demand have played a noticeably increasing role. Real fixed capital investments have 

averaged gains greater than 10 % over the last five years, and real personal incomes have 

realized average increases over 12 %. Russia has also improved its international financial 

position with its foreign debt declining from 90 % of GDP to around 28 %. Strong oil export 

earnings have allowed Russia to increase its foreign reserves from only $12 billion to some 

$120 billion at the end of year 2004. These achievements, along with a renewed government 

effort to advance structural reforms, have raised business and investor confidence in Russia's 

economic prospects. But serious problems still persist. Economic growth slowed down in the 

second half of 2004 and the Russian government forecasts growth of only 4.5 % to 6.2 % in 

2005. Oil, natural gas, metals, and timber account for more than 80 % of exports, leaving the 

country vulnerable to swings in world prices. Other problems include a weak banking system, 

a poor business climate that discourages both domestic and foreign investors, corruption, and 

widespread lack of trust in institutions. In addition, a string of investigations launched against 

a major Russian oil company, Yukos, culminating with the arrest of its CEO, Chodorkovsky, 

in the fall of 2003, have raised concerns by some observers that President Vladimir Putin is 

                                                 
76 Table 1, appendix 
77 The World Factbook (November, 2005) 
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granting more influence to forces within his government that desire to reassert state control 

over the economy 78,79. 

4.2 Main Characteristics of the Investment Environment 

According to the Federal Government Statistics Service 80 (FGSS) the amount of overseas 

investment that Russia received in the first half of 2005 was as follows: $16,503 million of 

foreign investment came to Russia in the first half of 2005, 27.2 % ($4,489 million) of which 

were direct 81,82. The foreign direct investments were divided as following, according to the 

FGSS: $3,206 million of direct investment is the contribution to the capital, $131 million 

accounts for the leasing of equipment, $1,035 million of credits was received from foreign co-

owners of Russian companies, and $117 million is other direct investments 83. The tendency 

in the first half of 2005 was that the inflow of foreign investments fell by 13.1 %, whereas the 

first six months of 2004 showed a 49 % growth 84. 

According to the Federal State Statistic Service the investment process in Russia is slowing 

down and dynamics of investments inflow were lowered during 2005 85. This tendency is also 

picked by a majority news articles on the subject. One of the reasons for that may be the 

unattractiveness of the traditional economical sectors, such as primary industry, for both 

foreign and local investors. As another factor affecting the value of the foreign investments is 

the size of the external debt that the local companies have accumulated during the last few 

years 86. Based solely on the economical indicators of the Russian market the attractiveness of 

the market is high for foreign investors, but from the point of view of the institutional, 

production, welfare and other risks the situation is not as good for foreign investors 87. It is 

obvious that the development of the investment climate in Russia would in the first place 

depend very much on the government’s actions in this area. Today Russia possesses 

enormous reserves that can raise the values of the foreign direct investments. But the foreign 

investors would first need some better conditions on the market which will guarantee the 

safety and reliability of their investments. This can be made by further development of the 
                                                 
78 The World Factbook (November, 2005) 
79 Business Press (30.09.2005, nr 38 (292)) 
80 Federal State Statistic Service (2005) 
81 Figure 1, appendix  
82 Figure 2, appendix 
83 Federal State Statistic Service (2005) 
84 Minaev, S. (18.08.2005; nr 153)  
85 Federal State Statistic Service (21.10.2005)  
86 Weafer, C. (14.02. 2005) 
87 Fitch Corporate (13.06.2005)  
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corporation law, by more efficient and reliable judicial and law enforcement systems, as well 

as the system of state services in order to lower the existing corruption factors 88. 

Many experts are talking about the large outflow of Russian capital. According to the 

international rating agency Fitch Ratings, the overall investment climate in Russia for year 

2004 is considered to be unfavourable for the new investors mainly because of capital 

outflow 89. According to Fitch, The total negative investment from Russia was about $33 

milliard in 2004. This number has been rising constantly since 1997 and equals in total to 

$100 milliard 90. The reason for that, according to the analytics of the agency, are complex 

overall business climate, lack of trust towards state institutions as well as low or no protection 

at all for the proprietary rights. The agency points out that this outflow, however, does not 

present any financial risk in the short run due to the positive balance in the budget of the 

Russian Federation 91. The negative investment which is manly situated in the offshore zones 

could make a big difference if invested into the Russian market. This could create potential 

for the diversification of the Russian economy as a whole, bring the development of industry 

sector, support the competition on the market and keep a good tempo of economical growth in 

Russia in the longer run. 

Even though the first half of the year 2005 was marked by a low inflow of foreign 

investments the other half of the year is expected to be more active 92. The inflow of foreign 

investments may very well become an investment boom in the nearest future, according to the 

recent report on Russian economy from the World Bank 93. 

4.3 Latest Law Regulations 

Russia has recently achieved impressive results in economic reforms, the proof of it being 

macroeconomic stabilisation with positive changes in the relations with foreign investors in 

Russia. According to a report from the World Bank on Russian economy, the first three 

quarters of year 2005 may be associated with some positive changes comparing to the period 

                                                 
88 REO Vestnik (18.09.2005; nr. 177) 
89 Fitch Corporate (13.06.2005) 
90 Ibid 
91 Lenta.ru (13.06.2005) 
92 Rosbalt Information Agency (1.11.2005)  
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of 2003-2004 94. “Kremlin and government have publicly admitted the existing problems and 

the urgency to solve them” says the report 95. 

Under the law enforcement reform mechanisms for property rights protection, including 

protection of investors and shareholders rights, settlement of corporate disputes, arbitration 

proceedings are being developed 96.  

The intellectual property protection is also very important. In July 2004 the Federal law on 

introduction of alterations into the Federal law “On Copyright and Associated Rights” came 

into force. It is aimed at providing the conformity to the international contracts as well as at 

the protection of copyright and associated rights 97. 

Reforms of taxation system are characterised by remarkable progress. Decrease of tax burden 

on the economy allowed to improve the financial status of enterprises and to develop internal 

investment opportunities of the Russian economy. Since January 1st, 2004 the tax rate for the 

operations with the securities had been reduced from 0.8 to 0.2 % of the issue nominal value, 

and the VAT rate had been reduced to 18 % 98. 

Efficient antitrust laws aimed at the support of competition provide one of the conditions for 

the protection of economic actor’s rights. With this view the control aimed at preventing the 

excessive use of the dominant position in the market is being improved 99. 

With the view to ensure investment support of the economy, the reforms of financial 

infrastructure and financial intermediation system are being carried out. In September 2004 

the plan of measures for financial markets development was approved. Great contribution has 

been made to the regulation of activities carried out by the participants of the securities 

market in terms of risks reduction, development of new financial instruments for attraction of 

external and internal investors, simplification of securities registration system, development 

of the system for disclosure of the information provided by the issuers to investors. In 2004 

the Government preceded with the improvement of company legislation with regard to 

protection of shareholders rights. In 2004 the President of the Russian Federation signed 

                                                 
94 Rosbalt Information Agency (1.11.2005) 
95 Ibid 
96 All Business Consulting Russia (15.10.2005) 
97 Ibid 
98 Ibid 
99 Ibid 



29 

several laws aimed at the stock market development. Besides the reforms of the banking 

sector the aim for the Government is to provide for establishment of non-discriminatory 

conditions for foreign capital entry into the Russian banking sector 100. 

In June 2005 President Vladimir Putin said at a meeting with U.S. businessmen: "We are 

planning tax stimulation of investments and elimination of excessive administrative measures 

during tax inspections. These decisions will be implemented” 101. 

The Ministry for Economic Development and Trade and the Ministry for Nature of the 

Russian Federation started working on amendments to the law on restrictions for the 

participation of foreign capital in Russian strategically important industries 102. For instance 

the latest proposal from the government is to restrict foreign participation in licenses for any 

future oil projects 103. This would greatly affect the development of internal production and 

export capacity. This can also be seen as an important element of Putin's attempts to position 

Russia at the centre of global development 104. The recent announcements that Russia intends 

to exclude companies or groups that are not majority Russian-owned from bidding for natural 

resource development licenses are to become the mechanisms to further government control 

over the country's most important industry. According to the experts from the centre for the 

macroeconomic analysis and short-term forecasts all Russian companies that access critical 

technologies like nuclear technologies should be closed for foreign investors 105. Oil and gas 

industries provide long-term stability and development of the national economy, which rules 

out the domination of foreign capital. "The domination of foreign capital may threaten 

national security interests: these include the oil and gas industry, the energy industry, 

transport and financial services," the expert summarized 106. 

 
 
 

                                                 
100 All Business Consulting Russia (15.10.2005)  
101 Outsourcing-Russia (27.06.2005) 
102 Malinin, S. (27.09.2005)  
103 Business Press (30.09.2005, nr 38 (292)) 
104 Ibid 
105 Malinin, S. (27.09.2005)  
106 Ibid  
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5. Empirical Data 

This chapter contains information we have obtained from the interviews. Because our 

questionnaire was formed in accordance with the theories and problem areas we believed 

existed in Russia, the empirical data is grouped. The chapter is divided into sections of 

political, judicial, economical and cultural aspects. Starting with the short presentations of 

the respondents in our research we give a description of who our respondents were. 

Following the presentations we introduce the data collected. We had interviewed six 

respondents in total, four of them were representatives of the companies, and two were 

experts with different experience with Swedish companies in Russia. As stated earlier we 

chose not to assign answers to particular persons. 

5.1 The Companies 

Terrakultur (Moscow) 

• The company is 100 % financed from Swedish capital. 

• Terrakultur has 17 employees in their Russian office, out of total 65 employees. 

• Operative in Russia since August 2004. 

• The growth rate has been stable 10-20 %.  

We did a telephone interview with the CEO of Terrakultur, Mrs. Marika Waern, on the 21st of 

November 2005.  

Terrakultur has been the leading specialists of plant decoration and plant tending in almost 40 

years in Sweden. The company specializes in plant decoration for offices and public spaces, 

as well as caring for the plants. Terrakultur established a subsidiary in Moscow, due to an 

inquiry from Ikea in Russia. Terrakultur is not operative in any other country than Sweden 

and Russia at the moment. All employees in the Russian offices are native speakers, except 

the CEO.  

Rustek (St.-Petersburg) 

• The company is 100 % financed from Swedish capital.  

• Rustek have a total of 22 employees in their Russian offices.  

• Operative in Russia since 2000. 
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• The company has a turn over of approximately 20 million Skr. 

On the 21st of November 2005 we met for a personal interview with Mr. Carl Ahlgren, 

Managing Director and Mrs. Eiler Frithiofsen, CFO of Rustek. 

Rustek was established in 2000 in Stockholm. They have offices in Stockholm, London, 

Lugano, St Petersburg and Moscow. The Russian offices where established in 2000 and had 

there first assignment in 2001. There is also an agent in Republic of Kazakhstan.  

The company mainly deals with business to business customers. Rustek offers companies 

worldwide, which export goods to Russia and some other CIS countries, a comprehensive 

range of certification services to prove their compliance to the applicable standards. By using 

RUSTEK’s services Companies skip contacting direct contact with certifying authorities who 

might be bureaucratic and difficult to deal with. Rustek offers an all-in-one service.107 

Ahlsell (St.-Petersburg) 

• The organization is a 100 % financed from Swedish capital. 

• Ahlsell has 50 employees in their St.-Petersburg office (of total 4000 worldwide). 

• Operative in Russia since 1995.  

• Year 2004 they had a 43 million Skr turnover. 

We interviewed Mr. Anton Sandewall, Managing Director in the St.-Petersburg office, over 

the telephone on the 23 of November 2005.  

The Ahlsell Group is a large Swedish company 

with sales offices all over Scandinavia and Russia 

and their vision is to be established all around the 

Baltic Sea. The company sells different tools and 

machines to companies. In total 80% of their sales 

gross comes from practising business to business. 

In Russia business to business customers make 

100 % of their customers.  

                                                 
107 Rustek’s homepage (2005)  
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Picture “Ahlsell in Scandinavia”  108 

In 1995 Ahsell established themselves on the Russian market by opening a subsidiary in St.-

Petersburg. In 2004 they opened their second office in Ekaterinburg.  

Ahlsell in Russia consists of two wholesale divisions - Plumbing/Heating and Instruments. 

There business concept is to efficiently supply a high-quality, fully functional product range 

in the areas of plumbing/heating, water, sewage, ventilation, professional tools and fasteners 

to installation companies, industries, municipalities and retailers 109. 

HL-Display (Moscow) 

• The organisation is a 100 % financed from Swedish capital. 

• HL-Display has 31 employees in their Russian office. 

• The company is operative in Russia since 1998. 

• Turnover in 2004 was 1311 million Skr, and profit before tax was 68 million Skr. 

We did a face-to-face interview with the Marketing Director of HL-Display, Mr. Håkan 

Eriksson on the 25th of November 2005.  

HL-Display started their business in 1954 and went public on the Stockholm Stock Exchange 

in 1993. HL-Display is represented in 45 countries in total, and they have offices in 29 

countries.  

HL-Display is a leading supplier of the world's retail industry. The company’s speciality is 

production of in-store communications and merchandising equipment. HL-Display 

manufactures advertising sights, advertise, merchandise and provide solutions for retail, such 

as “The Display of Price”, “Product and Campaign information”, “On- and Off- Shelf 

Merchandising”. The company is present all over Europe. HL-Display is tailoring the 

solutions to the needs of any individual market. With the internationalization of their business 

the company has also established a joint-venture in the U.S. and own organisation in Asia 110. 

                                                 
108 Ahlsell’s homepage (2005)  
109 Ibid  
110 HL-Display’s homepage (2005) 
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5.2 The Experts 

As a way of compensation for the limited number of companies we decided to complement our 

study with some expertise from an experienced businessman and researcher on the subject as 

well as a professional investment specialist. We have conducted two interviews with the 

experts. Both of them were closely working either in or with Russia and have great 

experiences in intercultural business between Russia and Sweden. 

Nils Bagelius 

On the 1st of December 2005 we had a meeting with Mr. Nils Bagelius, PhD (econ). Mr. N. 

Bagelius is an economist who has previously worked as CEO of industrial companies, as 

financial director of an investment company, director of the Manufacturers Hanover Bank in 

Sweden, as a management consultant and as an adviser to industrial companies which went 

international. He is also the author of the doctoral dissertation “How Swedish companies 

capture positions in the East and managed their uncertainty and risk exposures”. This is a 

study on Swedish FDI in the Baltic States, Russia and Ukraine during the period of 1990-

2000. The core of the study is five in-depth case studies. Especially interesting for us was the 

chapters on the importance of personal relationship and the influence of crime.  

Lydia Molin 

On the 2nd of December 2005 we had an interview with Mrs. Lydia Molin, Investment 

Manager at Swedfund International. Along with the previous experience from working in 

Russia for the Swedish Trade Council in St.-Petersburg, Mrs. L. Molin has a great experience 

of working with Swedish companies in Russia. Today Mrs. L. Molin is responsible for the 

regions of Russia and Ukraine within Swedfund International activities. 

Swedfund International is a stately owned risk capital fund. Together with its competence on 

the market the company offers risk capital to their clients. The company invests together with 

their clients who want to either establish or expand their business in other countries. 

Swedfund has competency on the markets of Eastern Europe (only non-EU members), Africa, 

Asia and Latin America. Through helping these companies to enter foreign markets Swedfund 

aims to contribute to the economical stability of the host countries. 
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5.3 Political Stability 

The respondents we interviewed had the opinion that the political situation is quite stable in 

Russia today. The current Putin’s government gives a credit to overall political stability; 

however, what the upcoming 2008 presendential election could bring is very unpredictable. . 

The votes may either shaken or strengthen the political system. It seems that the need for 

governmental awareness on the part of foreign investors in Russian economy is rising, 

especially in Moscow and St.-Petersburg. There are some reforms ongoing. 

Another point that may change the present political climate is the question of Russia’s 

membership in the World Trade Organization (WTO). The membership would have its effect 

on the foreign investment in terms of better export conditions, which in its turn would raise 

the investment inflow. 

The social problems are still there though. These problems may have a negative effect on the 

overall picture of political stability, but the respondents marked that this aspect is also on its 

way to improve. 

The reforms in the election system for the governors are common issue today. This indicates 

instability of the political system. A lot of nationalism was another issue that contradicted the 

image of stable political environment. 

According to our respondents the state neither does encourage nor discourages the foreign 

investment to be brought to the country. Russia would like to have access to western goods 

and technologies, but there is little the state does to attract foreign investment it Russia. 

Neither does the state do to discourage these investments. A good thing is that the state does 

not say “no” to the foreign investment. There is nothing wrong with the political and 

legislative systems, but a foreigner has to take time to understand the systems, which most 

Swedish business parties do not do, according to the respondents. One must have respect for 

the systems and follow the game rules. It is important to fit in into the formal rules, as well as 

into the informal ones. It was underlined by most of our respondents to be a part of success. 

The overall judgement of our respondents is that there could be more done by the Russian 

state in order to improve the political stability and therefore encourage foreign investment 

inflow. 
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5.4 Legislation 

According to the interviewed persons the legislation does not favour neither local nor foreign 

companies. Both Russian and Swedish sides are equal according to the existing legislation. 

The respondents did mark that the legislation in Russia is good; some said that Russian 

legislation was even better than the legislation of Western countries. Russian legislation has 

very descriptive laws, touching many issues deeply. The problem is though with how the 

legislation is applied. It happens often that the law may be ambiguous and it can be hard to 

directly find support in a law. The other problem is that the execution of the existing laws is 

not as good as it could and should be. The good laws are not implemented in a right manner, 

according to all of our respondents.  

Whether the legislation encourages or discourages the foreign investment was another 

question. The legislation does not really encourage the foreign investment, as a lot of 

restrictions serve as barriers for the business development. For instance the restrictions on in- 

and outflow of funds. Every transaction should be registered in the Central Bank of the 

Russian Federation. The procedure takes a lot of time. Not all of the respondents experienced 

this particular restriction as a problem. But the changes in legislation go in the right direction, 

as another respondent stated. The latest changes in the legislation do favour the companies. 

The changes concern the tax system mostly, but they do bring about the reduced taxes when a 

company, for instance, localizes its purchases. This means that buying from a local distributor 

would favour a company more than importing a good from abroad. 

Some respondents said that problems such as political restrictions are not unique just for 

Russia, meaning that this may not be any easier to get things done in Europe. For example it 

can be as hard to get a certification in Europe as it is in Russia. One of the respondents stated 

that they experienced no problems when entering Russian market except for the certification 

issue. This is considered to be a big trade barrier, according to the respondent. 

One of the respondents had experienced a problem of another type during the process of 

establishment. The Russian Federation had implemented an import quota which affected one 

of the respondents directly. The quota was related to a possible biohazard when importing the 

goods to Russia. But the company managed to solve the problem by using a local import 

company who managed to go around the restriction. Today the quota is no longer valid, which 

of course makes things easier for the company. 
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5.5 Taxes 

The tax system is considered to be fair by the respondents. The corporate tax is relatively 

favourable, at the level of 24 %, which in fact is no higher than in Sweden at the level of 

28 %. The income taxations rate is 13 % in Russia, which is very favourable compared to 

30 % in Sweden. 

There is no difference between how the tax legislation is applied on local or foreign 

companies. The respondents meant that the tax-legislation is getting better but still has its 

shortcomings. For example, the taxation base (profits minus costs) could be improved. It is 

not allowed by the legislation to mark business trips’ and business cards’ expenditures as 

costs. These are small costs comparing to the other expenditures, but at the end it also makes 

up some big sum. 

Recently lowered income taxes brought more advantages for the companies. From the year 

2006 the import tax on the production machinery will be dropped. This would mean better 

import possibilities.  

It is very important for a chief-accountant to be updated on the changes in the tax-legislation 

daily. As many changes happen every day, it is vital to have this relevant information in order 

to make the accounting work right. 

5.6 Economical Stability 

Russian economy is considered to be stable by our respondents. When looking at the huge 

incomes to the state budget, at the constant inflation rate of 10%, and at the formation of the 

stabilising funds in Russia, one gets a picture of a very strong economy. The Yukos-case has 

affected the investment activity though, as the foreign investors chose to wait and see. But this 

is not solely political problems which affect the economic stability. In the long run the 

economy in Russia is very stable. 

Some respondents commented that there is hysterical consumption at the moment in Russia. 

By hysterical consumption the respondents mean the fact that Russians tend to save very little 

of their incomes, if any, and they spend most of what they earn. The question then arises: how 

long this hysterical consumption is about to last? 
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5.7 Corruption and Organized Crime 

None of the respondents have had any encounters with organized crime, which is considered 

to be notorious in Russia. The organized crime is extremely industry sensitive, as the 

criminals are drawn to certain industries. Such industries as weapon, narcotics, gambling, oil 

sector, nightclubs and restaurants are main targets for the organized crime according to the 

respondents. The answers are though very dependant on how one defines “organized crime”. 

Corruption is another matter. Corruption is widely spread in Russia, as the system itself 

sometimes pushes companies to be a part of it. The common example is the customs brokers, 

who are very important for the companies to establish good relations with. None of the 

respondents admitted being a part of it, but according to one of the experts it is a question of 

time. “Now or later every company will encounter with the crime. It may though differ 

whether it will be an organized crime or bribery”. The situation became much more stable 

today than it was in the nineties, but crime is still very serious issue today, according to the 

experts. 

It is important for companies in Russia to have a resistance in order to be able to shut down 

the crime. A way to build the resistance for small companies is to cooperate or merge with 

other companies. 

5.8 Business Etiquette 

The business etiquette and business culture is different in Russia than it is in Sweden. The 

differences are especially visible when signing a contract. It takes much more time for the 

Russian partners to agree on a contract. This could depend on the hierarchical structure within 

majority of the Russian companies. Few people on the lower administrative level have 

authority to make a decision concerning even a small amount of money. Every decision goes 

through the highest chef and this takes a lot of time for a decision to be made.  

Contracts are more questioned in Russia than in Sweden. Each company usually employs 

their own lawyer. This gives them a comparative advantage to change the contracts up to their 

own like. “Time is not money in the same way in Russia as it is in Sweden. The efficiency is 

extremely low”, one of our respondents said.  

Anything can happen in the last minute. When one thinks that the matter is clear and the 

contract is signed, the Russian parties may still cancel the commitment. Sometimes it is clear 
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that even though the parties discussed the same matter, the difference in interpretation of this 

matter is crucially different at both sides. This makes it harder for parties to have same 

expectations and to pursue the same goals. The contracts are very long and detailed in Russia, 

especially when compared to Sweden. When in the court, it is the signed contract that makes 

the twist resolved, not the precedents, as in Sweden. 

Another quality that our respondents stated about Russians is that Russians are not always as 

direct as Swedes are. Russians often tend to speak to a third person instead of making a clear 

point; they also dislike admitting their own mistakes. One of the respondents felt that it was 

very hard to impress Russians. Whatever one does, Russians seem never to be impressed.  

The local company’s culture is difficult to understand for foreigners. Russians are not used to 

working in foreign companies. Therefore it is very important for the foreign chefs not to let 

the control go too early when it comes to their Russian co-workers. Neither do Russians aim 

at the long-run business relations; instead they value personal, private relations beyond the 

business. This is hard to understand for the foreigners and they often undermine this fact. 

To quote one of the respondents “it is no coincidence that Russia is between Asia and 

Europe”, meaning how complex Russian culture together with the business etiquette is. 

5.9 Personal Relations 

Personal relations and networks are very important in Russia, however they are hard to 

establish according to all of the respondents. The personal relations are not solely important 

because of the cultural aspects but also because of the new economical structures that are 

coming in into Russian market. In such a changing environment it is imperative to have 

personal relations established as a guarantee. The more the market is developing the more 

small companies fall out; economical and judicial bonds are getting stronger. It takes time in 

Russia to establish these relations until the Russians start to trust a new partner. But when 

they trust the partner, he or she may rely on Russians fully. 

The respondents stressed that the contacts are hard to establish especially if one is not in 

possession of a name. It is extremely hard, if not impossible, to reach a person from the 

leading team if one does not know the name of the person. One will never be connected to this 

person if no prior contact or an appointment was made. Instead people are asked to send a fax 
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with their request. Interesting to mention, though, is that fax has almost disappeared in 

Sweden.  

Our respondents experience that just by being a foreigner in Russia a company automatically 

gets the label of quality and trust. This opens a lot of doors for the foreign companies in 

Russia and possibilities to establish the valuable and needed contacts. The contacts can also 

be established by means of international seminars and meetings, through the state institutions, 

via previous contacts within different industries and institutions were mentioned. But a “good 

Russian” companion is still essential. 

The Russians are becoming more used to be in contact with foreign companies, especially in 

Moscow and St.-Petersburg. The attitude varies though between big cities and regions. In the 

regions the administrations have not yet learned to appreciate the foreign companies. 

One of the interviewed companies valued a lot to have a “good Russian”: person close to a 

company when conducting business in Russia. A good Russian implies that this is a person 

who speaks both Russian and Swedish or English language and has both experience and 

understanding of Western and Russian culture. In another words this person would be a 

“cultural interpreter”.  

5.10 Cultural Aspects and Language 

Not all of the respondents did speak Russian themselves, but they seemed to value the ability 

to speak Russian language. One respondent speaks fluent Russian, some speak “poor” 

Russian, and those who do not speak Russian are having a team consist of solely Russian-

speaking employees. This was marked as a favourable factor that one can actually speak the 

language in order to succeed. But it was not vital to be fluent in Russian language according 

to all of our respondents but one. Only one respondent, who does speak fluent Russian 

considered it imperative for a chef to speak the language. Even so, the ability to speak 

Russian opens a lot of doors in Russia. 

Russians have a high tolerance for mistakes when it comes to the language. This makes it 

easier to integrate into the society. For example, French people are known for having low or 

no tolerance at all if one does not speak French well; the Russians on the contrary become 

very excited if a foreigner can say a word in Russian. The lingual misinterpretations may 

always bring some problems even when one speaks the language. This may even become a 
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problem when one has a good interpreter. There is no insurance against this and this is a 

natural risk that one has to take. 

All of the respondents had an overwhelming majority of employees who were Russian by 

their nationality. It was considered very unnecessary to have Swedish labour force imported, 

as it had no awareness of cultural aspects and would cost more. Imported labour force would 

have no real value in Russia. The respondents had Swedes as their top chefs, which is very 

important especially at the early stage of business development. The Swedish chiefs are the 

vital link between the Russian employees and Western culture. This seems to be sufficient 

enough. It is therefore very important to recruit “good” personnel who is not only educated 

but preferably have a habit of working in the Western culture.  

Humour, which is very similar to Swedish one, is very important in Russia. It is very 

appreciated by Russians if a person is open and friendly. If one gets a Russian as a friend, one 

can trust this friendship, but should not mistreat it! 

5.11 Media Picture  

In the media Russia is presented as a poor country with violent crime organizations; basically, 

Russia a country dangerous to be in. It was therefore of interest to us to see whether this 

media picture is true.  

The respondents marked that this picture which presents a high poverty rate, and corruption is 

not entirely right. For the past ten to fifteen years there have been a lot of changes in Russia. 

A strong and significant medium-class society has evolved. The production is high and the 

employment possibilities are endless. Russia has a very highly educated labour force. All of 

this is not presented in the media. There are too many prejudices about Russia.  

5.12 Experienced Problems 

Most of the respondents we interviewed said they had no problems when establishing their 

business in Russia. This also applied to the companies who had their establishment process 

more that 5 years ago.  

The interviews showed that this was not true. There are some problems. These may not be 

directly related to the economy of Russia. The biggest problem that all of the respondents 

experienced, both when establishing and when conducting their business, was bureaucracy. 
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No all of the companies needed the same licences, which is strictly related to the nature of the 

business, so the exposure to the problem is quite different for different companies. Some of 

them saw the bureaucracy as a serious trade barrier. Very demanding paper requirements at 

the banks, visa issuing process, notary procedures are the examples where bureaucracy is at 

its worst. When dealing with the state institutions the long processes are affecting the overall 

efficiency in issuing papers and conducting business. The bureaucracy is though nothing 

unique in Russia. It also exists in Sweden, but takes less time to have the papers issued. 

The other existing problem of big importance is the accounting system in Russia. The system 

is very demanding. The rules are under constant changes. There is some uncertainty on what 

the rules will be in the coming months. As revenue rises this becomes a challenging problem 

for the accountants. 

Some of the respondents noted transparency as a big problem in Russia. The good laws, for 

instance, exist in Russia, but these are not executed in a proper manner. 

It is very complicated to get a working permit in Russia. Visa requires excessive medical 

testing, including diseases such as leprosy and HIV testing twice a year. 

The minor problems may be the forms which foreigners have to fill in first at the plane to 

Russia, which often have very unclear questions and, more to it, the forms are in Russian 

language. 

5.13 Best Advice 

We thought that would be fair to ask the respondents for the best piece of advice they may 

have for the other companies which plan on entering Russian market. The information we got 

was valuable.  

1. Those who plan on establishing business in Russia absolutely have to talk to 

the companies which are already there.  

2. The companies should provide themselves with a very good estate agent in 

order to secure their geographical position and not be thrown out of the office 

in the middle of the month. More professional agents are entering the market at 

present. This fact promises more secure future. 
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3. Concentrate on long-time relations with their partners in order not to be fooled 

by those who just pass by. 

4. Hire experienced and educated employees, especially a very good chief 

accountant. To recruit a person within a company is too expensive and may 

have negative consequences at the end. 

5. Be smart and evaluate things by yourself. Other people’s advices are good, but 

common sense is better. 

6. Have a strong strategy and clear objectives when entering Russian market. To 

“try something” never works in Russia. 

7. Be generous with the salaries to the key-persons.  

8. Be critical! It is not smart to just rush in into Russia. 

9. Know that it takes time to fix things in Russia. 

10. Evaluate the contracts twice! 

We also had a question whether it would be easier for the respondents to establish their 

business in Russia today than when they actually did it. The answers were very alike: all of 

the respondents said that it would make no or little difference today.  
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6. Analysis 

This part presents the analysis of the empirical data collected during the research process 

and data collected through secondary sources. Here the theories are applied and the analysis 

includes our own reflections. The chapter is formed in accordance with the theoretical frames 

of the study in order to make the analysis flow with the theories. 

6.1 Internationalisation through FDI 

In our paper we chose to focus on Swedish direct investment, which represents an entry mode. 

This is one of the ways of investing the funds when a company wants to enter a foreign 

market. 

When interviewing our respondents it was clear that some of them entered Russia, not as a 

separately planned project, but simply by chance. Other companies had been working in 

Eastern block countries before and had already gained some experience there. By getting an 

extra assignment in Russia the companies had a try and they stayed on the market ever since. 

Some of the factors that influenced the decision on entering Russia could be the resource 

availability (applies to the companies within specific braches, for example natural resources), 

degree of risk (applies to all companies, as they had assessed the risk degree before expanding 

their business), opportunities available (since Russian economy is in its developing stage and 

brings about a lot of opportunities for the new actors), and expected return, but this was not 

the priority for their first years on the market. 

6.2 The Political and Economical Environment 

As stated earlier, the political and economical environment is of great importance for FDI. 

When a company enters a new market there is a number of political and economical risks that 

presents a threat to the company. According to Hollensen’s theory on political and 

economical environment there are three major types of political risks that a company can 

come across: ownership, operating and transfer risks. Apparently all three risk types are 

present in Russia today.   

Ownership risk exposes property.  The property rights are quite unprotected in Russia. Many 

businesses rent their spaces on short-term conditions and this itself becomes a risk for the 
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companies. There is no business culture in Russia that stresses the long-time relations 

between partners; this is also the case when it comes to property rental. It is easy for any 

company, foreign one in particular, to become a “victim” of this risk. The property owner can 

inform the company any day, which they may no longer occupy the property. There is no law-

protection against such cases, and a company would be forced to move out and seek a new 

location.  

The legislation system is another aspect of the ownership risk. The existing legislation is 

thought to be very good, detailed and touching upon many aspects. The problem is that the 

legislation is not implemented in the right way. By this the respondents meant that the court 

system is not as reliable as it should be.  

It is complicated, costly and time consuming to take a case to court. Due to misunderstandings 

and complicated system it is hard to understand how the whole legislation is to be applied. 

This brings about certain risks and the problem with transparency. There is uncertainty about 

how the system works and how the laws are applied. Under the commando-economy the 

system was clearly and well structured. There was no transparency problems as they are 

today; the roles of the public authorities were clearly defined. As the new free market 

economy came many things have been changed. The society was not prepared to changes 

which were so fast and extensive. Such changes require time to adapt to, both for society and 

the public authorities.  The transparency is a risk for foreign companies conducting business 

in Russia. 

Operating risk refers to interference with the ongoing operation of a company. The risks are 

those that affect the everyday operational flow. Bureaucracy may be put under this definition. 

All companies need to have contact with the authorities, especially when expanding. The 

procedures often take a lot of time. Even though the bureaucracy is no unique to Russia in 

particular, it still may take much more time to arrange necessary papers.  

Frequent changes in the accounting system may cause serious problems if left with little 

attention. It is therefore vital for a company to have an experienced chief accountant. Because 

of the very complicated accounting system the chief accountant often is the main person in a 

company after the CEO. Any interruptions in the business flow due to the problems with 

accounting may affect a company’s well-being. 
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The possible threat of re-nationalization was not considered to be relevant to our respondents, 

although according to Mr. N. Bagelius, the threat is relevant to the foreign companies within 

the oil and gas industry. The threat seems to be a part of the President Putin’s policy to regain 

control over the former state owned property and resources. If implemented, the threat is to be 

considered to have paramount impact on the business flow.  

The electoral process in Russia is under change. Regulations concerning the governors’ 

election are not being honoured at the time. Even though there are formal regulations for the 

whole country, it happens that they are changed locally. This situation does not affect the 

daily business flow for our respondents, but if seen in the longer run, the reforms may become 

the reason for interruptions. 

Transfer risk can bring some problems when companies want to transfer capital between 

countries. This, by some investors, is considered to be a threat. Different respondents had 

different perception on this. The transfer restrictions may not affect bigger companies in the 

same way as they affect small companies. As it was relatively easy to borrow money from the 

mother and daughter companies, other companies were concerned with the bank procedures. 

The bank procedures are very scrupulous and require a lot of paper preparation. The transfers 

are obliged to be registered in the Central Bank of the Russian Federation. This complicates 

the process and may be considered as a risk. 

Political risk can be the result of governmental actions or actions outside the government 

control. The types of actions and their effects can be classified as follows: 

• Import restrictions. The new rules are expected to be in power from January 2006, that 

are about to ease the import of machinery. This will bring positive effects for one of 

our respondents. It will be easier for them to import the production machinery to 

Russia.  

• Market control. This kind of threat is only relevant for the oil and gas industries. The 

policy today is that the Government imposed control to prevent foreign companies 

from competing in these markets. The policy has its roots in the major reforms of the 

nineties. Most of the state industries and recourse were sold out to the private 

investors. In order to regain the state control over the major resources the states plans 

to exclude foreign investors form these industries. 

• Tax controls. This is classified as a political risk because governments can use tax as a 
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way to control the market. Our research shows that taxation system in Russia show no 

different between local and foreign companies. The tax system is quite favourable 

comparing to Sweden. The income tax is considerably lower then in Russia at 13% 

compared to around 30% in Sweden; corporate tax is also lower at level of 18%. 

Latest discussions in Government suggest that the taxation is to be lowered. Even at its 

present rate of 18% the tax is favourable to companies this together with other factors 

attract Swedish investors. We implied at first, that there might be unfavourable 

taxation system in Russia which would be of disadvantage for the Swedish investors 

comparing to their Russian counterparts. This assumption was proved wrong.  

• Labour restrictions. These kinds of restrictions are not considered to be relevant in 

Russia. There are no strong labour unions, if any, in Russia and therefore there is no 

influence from their side on our respondents. Neither is there legislation that requires 

local labour employed. 

• Domestication. Recently, the speculations about re-nationalisation evolved in Russia. 

This was brought about by the President Putin’s statement that the state is planning to 

exclude companies that are not majority Russian owned from bidding for natural 

resource development licenses. These are measures to gain further government control 

over the most important industry. Even though these measures are not yet taken, the 

speculations are relevant for some of the foreign-owned companies. Our respondents 

did not think of the possible threat of re-nationalization as a direct threat to 

themselves, although as stated earlier the threat is very significant to the foreign 

companies within the oil and gas industry.  

• Price controls, local-content laws, exchange and market controls or possible 

expropriation imposed by the state are no relevant for our respondents.  

The above described political factors are powerful measures of regulation towards FDI. 

Even though there are some aspects that do not come along with the definition of stable 

political and economical environment, our respondents consider the political system as 

relatively stable. Today the Russian Government has recognized the need to provide the 

favourable investment climate for foreign investments and is working on the reforms. The 

respondents also marked the improvements in this area. Economy is also considered to be 

strong by our respondents. Looking at the investment stream, at the diminishing debts of the 
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Russian Federation, and stable inflation rate at about 10%, which is still high, the respondents 

consider the economy to be strong today in Russia.  

The acknowledgement of favourable investment climate is the vital prerequisite for the 

investments to stream in. This is the way to guarantee the political stability for the 

investments in the future, especially foreign investments. 

6.3 The Socio-cultural Environment 

This part includes discussion of theories which can be categorized under the same title. 

6.3.1 High/Low Context Cultures 

From our contact with the companies and experts we have drawn the conclusion that what 

causes most of the problems in Russia is bureaucracy and cultural differences. 

Misunderstandings and difficulties seems to be common when parties from different cultures 

interact. According to Hall’s theory on high- and low-context cultures, Russia is an example 

of a relatively high context culture; Sweden on the other hand is a low-context culture 

country.  The businesses process in these cultures is different.   

In Sweden people tend to say in words what they mean without any hidden meaning. In a 

higher context culture, as in our case Russia, there can be double meanings and the need to 

take in consideration cultural context and not outspoken language when interpret 

communication. A Swedish company’s try to establish itself on the market can result in 

problems because business is conducted in a way Swedish partners are not use to. Acting in 

the way Russian or Swedish people are used to act can easily be mistaken for a negative 

behaviour when it is actually not. Or the Swedish company and its employees can 

misunderstand the purpose of behaviour towards them.  

Signing a contract or having an oral agreement does not have to mean for a Russian partner 

that this is even valid in a week, circumstance change and that can make agreements invalid. 

As a result the structure of contracts in Russia is different from what they are in Sweden. In 

Sweden regular standard contracts are most often used but in Russia they are often made up 

from scratch. The Russian contracts are much more detailed. What in Sweden would be a four 

pages standard contract can be a forty page detailed contract in Russia. This is due to the 

difference in cultural context intensity between the two countries. However, in Russia high-
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context culture means more complicated interpretation and therefore Russian business 

partners tend to cover all aspects and its possible interpenetrations in the formal contracts. 

These differences between cultures can result in misunderstandings and unease is nothing new 

in society; it has been the root to many problems through history. Today the world is getting 

smaller, with easy access to travel all around the word and the Internet that totally can erase 

distance and moves information all over the world. One can now sit in any part of the world 

and work for a Swedish company in Stockholm without the distance presenting any problems. 

So if the world is becoming smaller, so should the cultural differences. This seems not to be 

the case for Russia, not from our experience in this research paper. 

Although clearly it is not only the high/low context concept that makes communication 

difficult, the high/low context concept may well play an important role in the difficulties 

encountered when a person from a high context country, such as Russia, communicates with a 

person from a low context country, such as Sweden. 

6.3.2 Communication 

The spoken language is of great importance. We were surprised to learn that many of the 

Swedish management that worked in Russia in fact did not speak Russian. This is in 

contradiction to Hollensen’s theory, which emphasis that it is imperative to learn the native 

language when working in a foreign market. This did not seem to be a problem or a threat to 

their ability to work and run the Russian divisions effectively. Even if to be able to speak and 

understand the language of a host country makes communication easier and leaves less room 

for misunderstandings. 

From the interviews we concluded that it is in fact easier to be taken advantage of if one does 

not speak Russian. On the contrary, as long as one can trust the rest of his or her staff and part 

of the management speaks Russian and good English this will not be a big problem. But then 

such leaders are dependant on the rest of the management to communicate with them. Not to 

be able to speak the language in fact creates a situation where a person is dependent on other 

people. It also makes him or her more vulnerable to misunderstandings and to be taken 

advantage of, as stated earlier. Most of the leaders that we met and interviewed realized that 

this could be true but did not consider it to be a big problem in their current situation. This can 

be explained by the fact that they already gone through the process when establishing 

themselves on the Russian market. They already had the experience they needed to 
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communicate in an effective way or they had other colleagues handling contacts where it was 

necessary to speak Russian. For example, it is often seen as being more necessary to know the 

native language if you deal with private customers directly rather then business to business 

customers, then English is more commonly used. 

6.3.3 Personal Relations 

Personal relations are of great importance in the Russian business market. In the western 

countries business decision are made from evaluation of the offer in terms of price, place and 

effectively. Products and offers are vaulted in comparison to competitors. In eastern countries, 

like Russia the process is more focused to personal relations to business partners. This can 

create problems for foreign companies that often do not have these relations in the host 

countries market. 

Our empirical data in this area turned out to be very well aligned with the theory, and we did 

not really find contradictions to the theory. Personal relations are very important in Russia, 

both the theory and empirical data suggest that. The respondents also suggested that it is hard 

to establish personal relations in Russia. This can be explained by the fact that something 

what is considered to be professional business contact in Sweden is different in Russia. In 

Sweden people preferably do not mix personal and business relations because it may be 

considered as unprofessional behaviour. This is not the case in Russia. In Russia having good 

personal contact is essential for the business co-operation to flourish. In Russia it is very 

common to have personal relations with business colleagues.  

Russians prefer to do business with someone they know. This can be seen as an extra 

insurance that they will not be taken advantage of. This can be seen as a result of transparency 

still being a problem in the country, the gap between formal regulations and local enforcing 

mechanisms. It can also indicate disbelieve in formal networks and relations, in turn this can 

be the result of that Russia has seen during the great reforms. It is reasonable to assume that 

Russians are choosing to rather trust “friendly” relations then formal relations, because at 

least, private connections can serve as a reassurance that one’s companions have also your 

best interest in mind. 

Personal relations are very important in the local network as well. Most of the time it is 

impossible to get connected to the right person when calling a company, if one is not in 
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possession of the person’s name or already has a personal contact established which serves as 

a reference. This is very different from how things work in Swedish companies. 

To have good personal relations might also be a way of avoiding organized crime as the 

theory suggests. Most of our respondents claimed to never have encountered with organized 

crime, but many of them thought that having the right personal relations would be a good way 

to avoid organized crime. It is possible that the companies have never had problems with 

organized crime because of their already established business relations. 

6.3.4 Hofstede’s Cultural Dimensions 

To analyse the cultural aspects in our study we are using Geert Hofstede’s five cultural 

dimensions. The dimensions are power distance, individualism, masculinity, uncertainty 

avoidance and long-term orientation. All country can get a score from zero to one hundred 

points on each of these dimensions. Depending on the dimension the scores represent either 

great dependence (maximum 100) or low dependence (minimum zero) on the factors 

described by a dimension. All the numbers in this chapter are approximate.  

 

 PDI IDV MAS UAI LTO 

Russia ≈ 92 ≈ 39 ≈ 37 ≈ 95 0 

Sweden ≈ 30 ≈ 70 ≈ 5 ≈ 28 ≈ 32 

5 Hofstede’s Dimensions. PDI - Power distance index, IDV - Individualism, MAS - 

Masculinity, UAI - Uncertainty avoidance index, LTO - Long-term orientation. 

 

Power distance index (PDI) focuses on the degree of equality, or inequality, between people 

in the country's society. According to the table, Russia has a score of approximately 92, 

comparing to Sweden of approximately 30. This is a great difference in numbers. A high 

power distance ranking for Russia indicates that inequalities of power and wealth have been 

allowed to grow within the society. This is also confirmed by the social situation in Russia 

known from the news as well as by our empirical data. There is a big gap between social 

classes in Russia, but middle-class is formed today and becoming wider. The upward mobility 
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of citizens in Russia is limited; the mobility is also strongly correlated to the wealth of people. 

As the empirical data states, there is a great gap between the bosses and employees in local 

Russian companies. This affects the business flow in the companies and reflected in a way 

how the decisions are taken in the companies. Even smaller decisions concerning, for instance 

small money issues, are taken by the highest management. In the result it takes a lot of time 

for a foreign partner to get things done with their Russian partners. The inequality between 

the chief and his or her employees is great both in wealth and power aspects. In Sweden the 

score is relatively low and confirms that the society de-emphasizes the differences between 

citizen's power and wealth. In Sweden equality and the same opportunity for everyone is 

stressed. 

Individualism (IDV) focuses on the degree the society reinforces individual or collective 

achievement and interpersonal relationships. The score for Russia is relatively low at the level 

of 39 and for Sweden the score is 70. This means that that individuality and individual rights 

are strongly emphasised within the Swedish society. The corporate culture of solar 

responsibility of the employees within their position confirms this. Personal relations are not 

as important in Sweden when conducting business. In Russia the individualism is not as high. 

A low individualism ranking is typical for the societies of a more collectivist nature with close 

ties between individuals. As our empirical study shows the relations are extremely important 

in Russia. It applies to both foreign and local partners in Russia. When Russians have 

“accepted” a foreigner into their own “friends”-group they tend to cherish the relations and 

take responsibility for fellow members of their “friends”-group. This is also seen through our 

empirical data. 

Masculinity (MAS) focuses on the degree the society reinforces, or does not reinforce, the 

traditional masculine work role model of male achievement, control, and power. Russia has a 

score of about 37, and Sweden of about 5. A High Masculinity ranking indicates the country 

experiences a high degree of gender differentiation, which Russia is the case when it comes to 

the local companies. Foreign companies in Russia do not apply under this category thought. 

In Russia males dominate in a significant part of the society and power structure. On the 

contrary, Sweden has a very low score on masculinity. A low masculinity ranking indicates 

Sweden has a low level of differentiation and discrimination between genders. Females are 

treated equally to males in all aspects of the society. This is very much reflected in the today’s 

society. In Russia, however, the degree of integration of women into the business world is not 
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as high. Even though there are female directors in Russian companies they are quite rare. The 

business field is quite male dominated. When it comes to the social level of masculinity, there 

still is the unspoken “truth” that a woman is better when doing the “usual female duties”. This 

is though under the change in the younger generations. 

Uncertainty avoidance index (UAI) focuses on the level of tolerance for uncertainty and 

ambiguity within the society, for example unstructured situations. Russia has very high score 

of about 95 out of 100 in this dimension. Sweden has a score of about 28. A high uncertainty 

avoidance ranking for Russia indicates that Russia has a low tolerance for uncertainty and 

ambiguity. This creates a rule-oriented society that institutes laws, rules, regulations, and 

controls in order to reduce the amount of uncertainty. It also is reflected in our empirical data. 

The hierarchical structure within Russian companies is an example. People are not willing to 

take responsibility and are afraid of doing a mistake when the situation is uncertain. 

Bureaucracy is another example of the uncertainty avoidance. There is a lot of bureaucracy in 

Russia, especially within state authorities, which is often a barrier for the good cooperation. A 

low uncertainty avoidance ranking indicates that the country, in this case Sweden, has less 

concern about ambiguity and uncertainty and has more tolerance for a variety of opinions. 

People are ready to accept changes, to take risks and are not rule-oriented.  

Long-term orientation (LTO) focuses on the degree the society embraces, or does not 

embrace long-term devotion to traditional, forward thinking values. Russia has the least 

possible score of zero in this dimension, while Sweden scored approximately 32 points. A low 

long-term orientation ranking indicates that Russia does not reinforce the concept of long-

term orientation. This is clearly seen in our empirical results. Most of the respondents stated 

that Russian partners are not long-term relationships oriented. For instance, signed contracts 

may be easily broken or changed on a short notice, which contradicts the long-term business 

relations by itself. This may be related to the fact that the change from commando-economy 

to the new market economy was too rapid. Some people had time to gain a lot of market 

resource in a short time, and others did not. It took a low of time since then for a middle class 

to form up. This in its turn created the urge for people to earn any coin possible fast. On a 

bigger scale it still is reflected in the business etiquette in Russia. Many local companies are 

trying to use the fact that their partner is foreign and less credible in the field. These local 

companies often undermine their foreign partners. High long-term orientation ranking 

indicates that a country prescribes to the values of long-term commitments and respect for 
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tradition. Even though Sweden has relatively low score in this dimension, comparing to 

Russia, Swedish companies are more long-term oriented in business. This is also seen in our 

empirical data. As Swedish companies are looking for long-term business relations, they 

gradually succeed. It may be hard to find a long-term oriented Russian partner, but not 

impossible. 
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7. Conclusions and Recommendations 

This chapter presents our conclusions from the analysis, and our recommendations for 

Swedish companies entering the Russian market. Critical evaluation of the thesis and a 

proposal for further studies are presented. 

7.1 Conclusions 

The stated objective of the thesis was to define and describe the existing problems and 

difficulties that Swedish direct investors come across when investing into the Russian market. 

Through our research process we have found that not all of the problems we initially thought 

were relevant for the Swedish companies presented threats to the respondents. 

The political and economical environment is considered to be relatively stable in Russia 

today. This is reflected through both our primary and secondary data. Tax rates are perceived 

as relatively low and therefore favourable by our respondents. For example, corporate and 

income taxes are lower in Russia and present no problems for foreign investors; however, the 

taxation system is perceived to be bureaucratic, complicated, and unstable. This could be 

perceived as a barrier to investment. A common concern throughout Swedish companies 

considering making a Russian investment is the high level of bureaucracy within the country. 

Russian authorities require extensive formal documentation; this is where many companies 

encounter difficulties. For example, bank affairs are time consuming and often require 

extensive paperwork. It is imperative that a company employs an educated chief accountant, 

who has experience with Russian affairs, and has knowledge of the current tax regulations 

within the country in order to avoid complications. A chief accountant should always be 

updated on the new tax regulations which are under continuous change. Organized crime or 

corruption was not identified as a problem. This may be industry-related and present a threat 

to companies within oil and gas industries. No differentiation between foreign or local 

companies is existent when it comes to taxation procedures or general legislation. Foreign 

companies are equal to the local companies. Within these legislation rules, transparency 

exists. Russia has good laws and regulations which are not implemented in the right way. The 

problem of transparency was not among the preliminary identified problems; however, our 

research has showed that this is an ongoing issue. 
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Cultural differences may be considered problematic for the foreign companies. It is important 

to understand that business etiquette differs between Russia and Sweden. Significant 

differences lie in how the parties perceive cooperation, specifically long and short term 

cooperation, while Swedish companies look to form long-term relationships, Russians tend 

strive towards short-term goals. Our conclusion is also supported by Hofstede’s cultural 

dimensions as it is clear that there is low long-term orientation in Russia. Keeping these 

cultural aspects in mind may be the deciding factor for a foreigner’s success. Russian partners 

are becoming more aware of the need to plan for the future, and are attempting to emphasise 

long-term cooperation. Language knowledge is not essential to be able to conduct business in 

Russia, but their high context culture suggests that a foreign partner understand and 

communicate in Russian. The business process is affected greatly by an emphasis on personal 

relationships between the business partners. Besides bureaucracy on the governmental level 

there is also bureaucracy within the companies. A low level of individualism and a high 

degree of power distance and uncertainty avoidance within the Russian companies make it 

difficult to maintain effective partnerships with the foreign companies. Unfortunately, cultural 

misunderstandings can result in broken relationships between partners.  

There are certain risks associated with moving funds to Russia, but the existing risky situation 

is changing. In the near future, the Russian market should become increasingly attractive for 

foreign investors as more reforms towards the better investments climate are implemented. 

7.2 Recommendations 

Our recommendations to companies who allocated their funds in Russia are to be well 

prepared in terms of extensive market research. The research includes, besides the obvious 

inquiries, contacts with the companies who already exist in Russia. This may be a good 

opportunity to learn how business is conducted in Russia. Valuable advice may be obtained, 

however one must be critical and form their own conclusions regarding the marketplace  

Strong strategy is needed when entering Russia because of the rapid market change and 

development. To just “do something” would never work. Because of the aggressive 

competition it is important that a new company has a strong premise in the form of a 

developed strategy in order to stay on the market. It is vital to invest in good, educated and 

experienced employees for key positions.  
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It is also critical that a new company has a reliable contact person with a strong understanding 

of the foreign business culture. Such a person will provide the company with advice, support, 

contacts with key individuals and insight into the system throughout the establishment 

process. It is also possible to overcome problems associated with culture by having employees 

who are accustomed to both Russian and Western business etiquette, tradition and culture. 

We would recommend that business partners stress the importance of respecting other 

cultures when doing business and try to adapt to their new cultural environment. Although 

difficult to establish a foreign business in Russia, it is not impossible. 

7.3 Critical Evaluation of the Thesis  

There are always a number of ways of collecting and presenting the data. This makes it 

important to have a critical view on one’s own research. The information given by the 

respondents and conclusions made by the authors in this thesis may be subjective as it reflects 

different backgrounds, education levels, and experiences. The objective was though to be as 

neutral as possible.  

Low response frequency from the companies may not make our data representative for the 

whole population of Swedish companies in Moscow and St.-Petersburg. The sample size has 

affected the results of our study and we are unable to confirm this as a fair representation of 

the population.  

7.4 Proposals for Further Studies 

One of the main conclusions of our thesis is that transparency is a big problem in Russia. We 

did not take this issue into consideration before preparing the questionnaire. Since the 

existence of this problem was realized later in the process of interviewing the respondents, we 

believe that the issue is worth further investigation. This would bring a different angle to the 

research and may also explain why Russian culture works the way it does. 

It would be very interesting to check how a different culture affects the business flow of the 

foreign companies which enter a new market. One could specifically address the question of 

correlation between foreign company’s internal culture and the host country’s culture. 

Identification of such factors and better understanding of how these factors affect the 
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operating process would contribute to a more successful acclimatisation process for the 

foreign investors in the future. 
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Appendix 

 

Tables and Figures 
 

Table 1. Comparison of basic economical characteristics between Russia 
and Sweden year 2004 111,112 
 
 Russian Federation (2004) Sweden (2004) 

GDP – purchasing power 

parity 

$1.408 trillion  $255.4 billion 

GDP – real growth rate 6.7% 3.6% 

GDP per capita $9.800 $28.400 

GDP composition by sector  agriculture: 4.9% 

industry: 33.9% 

services:                       61.2%

agriculture:                      2% 

industry:                         29% 

services:                         69% 

Investment 19.4% of GDP 15.8% of GDP 

 
 
 

                                                 
111 The World Fact Book (1.11.2005) 
112 The World Fact Book (1.11.2005)  
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Figure 1. Foreign Investment into Russian Market, Jan-Jun 2005 113  

 

Figure 2. Investments in Economy of Russia, 2003 and 2004 114 
 

 
 
 
 

                                                 
113 REO (nr 177, 18.09.2005)  
114 The Ministry of Trade and Economical Development of Russian Federation (22.11.2005) 
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Questionnaire 

The Company 
• Approximate turnover and profit? 

• Number of employees? 

• How come the company established business in Russia? 

• What is the nationality of your employees in the Russian office? 

• If you have Russian employees what advantages does this mean to your company? Is it 

important for you to have Russian co-workers? 

Politics 
• What is the overall perception of the situation today in terms whether the government is 

encouraging the Foreign Direct Investment or vice versa? 

• What are the latest decisions and resolutions the government has implemented or is about 

to implement that are affecting your company? 

• Are there any political restrictions that apply to your business in particular? 

• Have your company experienced bureaucracy troubles when establishing themselves on 

the market, or later in the process? 

• How stable do you think the political system of the Russian Federation is?  

Legislation 

• Do you think that Russian legislation encourages FDI? 

• Did you experience any problems in moving money between Russia and other countries? 

• There have been some discussions about possible re-nationalization. The government does 

reject the speculations though. What is your personal reflection on that? 

Taxes 

• In your point of view does the Russian tax legislation system encourage or discourage 

FDI? 

• Does the existing tax legislation benefits foreign or domestic companies more? 

• The President Putin was talking about “tax stimulation of investments and elimination of 

excessive administrative measures during tax inspections”. What impact would that have 

on your business?  
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Economy 

• How stable is the economical situation in Russia? 

• Do you find big differences between the market conditions today and when your company 

was in the process of establishment? 

• If you were in the establishment process today, what effects would these changes mean for 

the company? 

• Do you think the media image of Russian Federation is true when presented to the foreign 

investors? Does this image truly reflect the present situation? 

• Do you consider organized crime to be a problem in Russia? 

Personal Relations  

• Is it important with personal relations when conducting business in Russia? 

• Does the importance of personal relations differ from what you are used to when 

conducting business in Sweden. 

• There are theories that say that good personal relations can help to protect companies from 

organized crime, do you think this can be the case? 

• Do you consider organized crime to be a problem in Russia today? 

• Do you think this affects foreign companies more than the local ones? 

• In your opinion does the Russian government fight organized crime in an effective way?  

Cultural Differences 
• Do you find it hard or easy to understand and adapt to the business culture in Russia? Same 

of language? 

• Do you speak Russian? How well do you speak Russian? Did it help you in the business? 

What about the employees? 

• How important is it to speak Russian language? 

• Is the ability of understanding the Russian culture important in your view when conducting 

business in Russia? 

• What is the overall attitude of Russian companies/colleagues towards foreign business 

partners? 

• Do you find the negotiation process difficult or easy in Russia? In what ways? How does 

this process differ from the negation process in Sweden? 

• Does the process of drawing formal contracts differ from the same process in Sweden? 

• Which are the main cultural aspects that are important to understand in order to create 
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reliable contacts and conduct business in Russia? 

• What is the deciding factor for survival? Any golden rule or advice? 


