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ABSTRACT

This dissertation focuses on the managerial aspects of relations with Russian
public officials in two Finnish multinational corporations. Multinational
corporations have shown increasing interest in conducting business especially
in Brazil, Russia, India and China. It has been indicated that Russia poses
more challenges than the other economies mentioned, and that encounters with
Russian state actors are particularly difficult. Given the increasing interest and
apparent management challenges facing multinational corporations in Russia,
the main objective of this study is to empirically examine the management of
state relations in a Russian context.

The theoretical framework derives from the literature on company and
multinational-corporation management in business networks, and on the role
of state actors in the business networks of multinational corporations. This
choice is based on the identified theoretical development towards acknowl-
edging co-operation and network elements in studies on relations between
multinational corporations and the state, and also on the acknowledged scar-
city of studies addressing managerial issues in this context.

Detailed examination of this research reveals the multidimensional com-
plexity of the relations of the Finnish multinational corporations in question
with the Russian State, and the consequent management implications. Related
managerial issues are identified on the structural, relational and cognitive
dimensions, as well as on the vertical, horizontal, cross-relational and
knowledge dimensions. Relations with Russian state actors are not restricted
to headquarters and local subsidiaries, but also involve other corporate sub-
sidiaries and external actors such as customers, suppliers, intermediaries and
auditors. The role of individuals, as key actors and as intermediaries, is also
brought to the surface. Building on the theoretical literature and the empirical
evidence the study offers an empirically grounded framework as an outcome.

The final conclusion of the study is that the complexity of the multinational
corporation should not be overlooked in studies on its state relations or in its
management. The findings of this dissertation also imply that multinational
corporations may, to some extent, be able to influence the challenges related to
their relations with Russian state actors.

Key words: multinational corporation management, multinational corpora-
tion-state relations, Russia, public officials, business networks, Finnish multi-
national corporations
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PROLOGUE

Day 1

Hello Jussi,

I was given your information by a colleague because you guys do a lot of export to
Russia. I am a project manager at MNC U.S. [U.S. subunit of a multinational
corporation headquartered in Finland] currently having a project to ship 35 pieces
of equipment — consisting 2 pieces of EQUIP-ex [ex=explosion proof] from an EU
country, and 33 pieces of various EQUIP components (from SUBCON-1 and
SUBCON-2, U.S.) to Russia partly in the end of next month and partly within three
months. Customer is picking up directly from the EU country and U.S.

I was told we need:

Bilingual (Russian/English) technical passports

GOST-C (Certificate of Compliance)

GOST-EX (Certificate for explosion proof devices)

Permit to use

Do you or your department deal with these documents regularly?
Is there a way your department can help us out in obtaining these?

This project is X500220. The customer said we only need all 4 certs for the EQUIP-
ex (1 GOST-C for both EQUIP-ex but the other 3 docs needed for each EQUIP-ex).
The rest from U.S. will only need 1 GOST-C. (see attached for details) [attachment
not included here]. I’m asking this question because I have no experience dealing
with Russia; hopefully you can give me an answer or direct me to someone who
might be able to help out...

Attached is a list of equipment. Thanks in advance for your help!
John Smith

Project Manager
MNC U.S.

The above e-mail started a chain of e-mails within a multinational corporation
(henceforth MNC) headquartered in Finland in autumn 2009. Despite the
numerous technical details, it is reported as authentically as possible® in order
to help the reader to grasp the nature of the observations that initiated this
dissertation.

1 The names of the firms, people, towns and equipment have been changed, and the attachments

excluded.
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To start with, Jussi is a director of a MNC subsidiary in Finland. He has
several years of experience related to the Russian market. He received the
e-mail, and forwarded it to Sergeij, a Russian colleague also working at the
Finnish subsidiary. Sergeij is familiar with the technical documentation
requirements for the Russian market and personally keeps in contact with two
Russian co-operation partners in acquiring product certificates and usage
permits for the MNC’s equipment in relation to Russian market operations. He

replies to John.
Day 4

Hello John,

I’ll try to help you. Concerning EQUIP products: MNC has GOST certificates for
type EQUIP and EQUIP-ex equipment. If EQUIPComp-ex will be delivered
separately, it’s necessary to get a new GOST certificate of compliance for your
EQUIPComp-ex type equipment (only one document, not two). Additionally permit to
use and passport.

We’ve got such kind of certificate for EQUIP-ex from a Russian certification
company “Gamma’. Also they can provide permit to use. | can ask for an offer if you
are interested in. Passport for the EQUIP-ex can be made by MNC’s subsidiary in St
Petersburg or Finland. | would ask for the details. Concerning other equipment:
GOST certificate can be made by “Delta” company (in Russia). Our department can
help you with communications with both certification companies.

For all the certificates detailed information of the equipment will be needed. For
EQUIPComp-ex most probably inspectors have to visit customer’s site and check the
equipment, | would clarify this. So that’s the main idea and how | propose to
operate,

BR, Sergeij [MNC Finland]

John now requests some further advice.

Day 4

Hi Sergeij,

Please help me ask about all the things you’ve mentioned. I’m attaching my OA
[order acknowledgements] for the 2 EQUIPComp-ex. Attached are 2 Order
Acknowledgements for the 2 EQUIPComp-ex. In there, there’s a “passport to
Russia” included.

For all other equipment, do they need full details of “every piece” of items or just the
general name/tag number/model number? And only one GOST-C is required,
correct?

John [MNC U.S]
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He adds a post-script.

Day 4

Hi Sergeij,

Just to clarify — part of the equipment is mostly non-MNC equipment (from
SUBCON-1 and SUBCON-2)
Anyway, please see if you could provide us with a quote, and lead time information.

Thanks again!
Best regards, John [MNC U.S.]

Sergeij responds.

Day 5

Hi John,

Main principles of the GOST certification are:

1) We have to mention define type of the equipment in the certificate, for example
EQUIP or EQUIPComp or EQUIP with EQUIPComp”. If certificate for EQUIP it is
possible to use this certificate for EQUIP with EQUIPComp but we can not use it for
the separate EQUIPComp! The reason is that EQUIP and EQUIPComp have
different customs codes, these codes are in the certificate.

2) Certificate usually is given for one manufacturer of the equipment. Please find
attached table [not included here] where | added two columns for equipment classi-
fication, ““type of the equipment’” and “manufacturer”. Please fill these columns.

So in the worst case we would need a separate certificate for each type of production
and/or for each manufacturer. But I’ll discuss it with certification company, rules
are changing every day and may be they can combine few types. Also attached MNC
GOST-C for EQUIPS—ex and EQUIPT—ex [not included here] — you can see it’s
only one document.

Concerning passports for the EQUIPComps: if you have ordered them, that is ok,
our Finnish factory is taking care. Special passports for other equipment is not
needed — only operating manuals in Russian.

BR, Sergeij [MNC Finland]

Sergeij then needs one more piece of information...

Day 5

Hi John,

Could you please clarify, who is the end-customer in this project and what is the role
of MNC U.S.?

I asked to understand which company would be certificate owner and how we should
co-operate between departments.

BR, Sergeij [MNC Finland]
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John responds promptly.

Day 5

Hi Sergeij,

End user is U.S. Large Customer Limited. The “buyer” (our customer) is U.S.
Customer (Inc.).

John [MNC U.S.]

Sergeij now contacts Andreij, his colleague at the MNC’s Russian subsidi-
ary. Andrej is responsible for product certification and co-operates with the
certification company “Delta”. [This e-mail was originally written in Russian.]

Day 6

Hi Andreij!

Our colleagues from our MNC U.S. have sold equipment to be delivered to Russia.
Now they have turned to us for help with product certificates and permits. A list of
equipment is attached. For 2 pieces of EQUIPComp-ex they need a certificate and
usage permit. For other equipment they need a certificate.

The project details are the following: MNC U.S. sells equipment to U.S. Customer
(Inc.), which is a subcontractor in a Russian project. The end customer is U.S. Large
Customer Limited. EQUIPComp-exes are delivered to Russia from Germany and
other equipment from the U.S. Some of the equipment is not manufactured by the
MNC, but is purchased from subcontractors.

The plan is as follows: EQUIPComp-ex certificates to be acquired from “Gamma™
and the rest from “Delta”. We will make one-off certificates.

I am now coordinating this process ““for free”” but from now on we will charge MNC
U.S. for all working hours related to this project at MNC St Petersburg as well as the
cost of the certificates and so on. I suggest that we now discuss the situation and
send a list of questions to our colleague at the US subsidiary. Because of the
different time zones they answer us in the evening and | read the replies the next
morning.

My questions to “Delta” are as follows: (I think | know the answers but it is better to
check)

— For our own equipment, is it possible to write the certificate in the name of MNC
Russia — could our U.S. customer use this certificate for import-declaration purposes
in this case?

— For other manufacturers’ equipment, is it possible to write the certificate in the
name of MNC Russia and could our U.S. customer use it for import-declaration
purposes in this case?

My questions to our U.S. subsidiary are:

— What company takes care of the import declaration in Russia? We need the number
and date of the sales agreement between the seller and the purchaser when we order
the certificates.
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— What are the terms of delivery for our U.S. subsidiary? | assume that customs
declaration is not their responsibility but they did agree to deliver all the certificates
and permits requested so...

— Are we sure that our U.S. subsidiary sells U.S. Customer Inc. the equipment
produced by some other company?

So far the questions are just about how to organise all this — the technical questions
will follow a little bit later.

Yours sincerely,
Sergeij [MNC Finland]

Then Sergeij contacts John once again.

Day 6

Hi John.

GOST-C is used for custom clearance of the equipment mentioned in the certificate.
“Certificate owner” = company that ordered and paid for the certificate. For
GOST-C for the group of equipment it’s necessary to include the number and date of
the contract (contract between ““Certificate owner’ and Seller). Usually “Certificate
owner” makes customs clearance. So to my mind the most difficult part in this
certification procedure is to share duties between MNC Russia, MNC Finland, MNC
U.S., U.S. Customer Inc., and U.S. Large Customer Limited.

Our questions:

— Who will make the customs clearance of the equipment in Russia, U.S. Customer
Inc. or U.S. Large Customer Limited?

— Is it so that MNC U.S. sells all the equipment (also non-MNC equipment) to U.S.
Customer Inc.?

— Does MNC U.S. provide GOST certificates of all the equipment (also non-MNC
equipment) to U.S. Customer Inc.?

BR, Sergeij [MNC Finland]

Sergeij has also received some further information from the certification

centre and informs John.
Day 7

Hi John,

I sent all necessary information to certification company and they promised to give
us a bid tomorrow. So I’ll forward this bid to you immediately.

Preliminary they are ready to take this order and combine all the non-exproof
equipment in one GOST certificate. This means lower price as each extra certificate
costs money.

Lets see their final decision tomorrow.

BR, Sergeij [MNC Finland]
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The next day Sergeij informs John.

Day 8

Hi John

I guessed that only EQUIPComp-ex equipment would need permission to use, but the
certification company said that all the products need this in order to avoid difficul-
ties with ““Rostechnadzor” (Rostechnadzor is the official state organisation that gets
Permits to use and control the exploitation of our equipment in Russia).

Certification company combined products in 5 groups, so it would be 5 different
permits.

All the equipment needs documentation in Russian, passports and operating manuals
according to local rules of safety. Customer should provide documents in English
(manuals) and necessary documentation will be made by the certification company.
It takes 20 days after getting downpayment and original documentation from the
customer (MNC U.S.)

5* 600 = 3 000 USD

Certification of the equipment. 3 certificates 3* 6 000 = 18 000 USD

+ two official letters for the customs with explanation that this kind of equipment do
not need obligatory certification.

Duration is 20 days. After getting certificates and letters, equipment can be delivered
to Russia.

Preparation of testing procedures programs, getting agreement of the programs in
Rostechnadzor, testing of the equipment (on site!), documenting of testing results,
sending documents to Rostechnadzor. Duration is 20 days. Getting permissions to
use in 45 days after sending all of the documents to Rostechnadzor.

5% 6 000 = 18 000 USD

=51 000 USD.

Duration is 60 days + 45 days for getting permits + express delivery to the customer.
Please find enclosed the original bid from the certification company (in Russian).

P.S. This certification company has good reputation and MNC has ordered there
certification for serial manufacturing of other type of equipment. Also I know that
they have made GOST certificates for MNC’s other subsidiary in Europe. | can’t
advise anything else, our second certificate supplier — “Delta” does not provide
certificates for this type of equipment and refuses in situation with different foreign
manufacturer/importer/customer.

BR, Sergeij [MNC Finland]

Sergeij notices a mistake and corrects it.

Day 8

Hi John,

Sorry for my mistake in 3rd section: 5*6000 = 30 000 US dollars.
See original bid.

Sergeij [MNC Finland]
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John gives Sergeij a prompt answer.

Day 8

Holy cow! That’s a lot of money for some certificates!
I’ll need to review my budget to see if we can even afford this...

John [MNC U.S]

At the time of the e-mail exchange the MNC had been present in the
Russian Federation (henceforth Russia) for over a decade. It had a subsidiary
there with a number of experienced employees. Apart from occasionally
assembling one type of component, it had no production facilities in Russia.
Generally the Russian subsidiary imported equipment, components and spare
parts produced at the MNC’s manufacturing subunits or by external suppliers
into Russia and sold them to Russian customers.

Even though an increasing proportion of the MNC’s equipment sales in
Russia were passed off as local sales by the Russian subsidiary, significant
amounts of the imports were still logistically channelled through its Finnish
subsidiary, which also sold equipment directly to some Russian customers. Its
US-based subsidiary occasionally offered equipment to the Russian market as
well. The above e-mail exchange was related to this kind of activity.

The e-mail exchange illustrates the type of challenge faced by the MNC as
an operator in the Russian market. Several of its subunits in different geo-
graphical locations are directly and indirectly involved in these operations.
Detailed information about the equipment and the parties involved is
exchanged. An MNC employee in a Russian subsidiary and its Russian
employee based in a Finnish subsidiary help its employee in the U.S. subsidi-
ary to meet the specific requirements related to equipment delivery to Russia.

Co-operation between the individuals seems to be working well in this case,
but there are many things to be clarified and some doubt in the air as well. On
day 6 Sergeij, for example, writes to Andreij “are we sure that our U.S.
subsidiary is selling U.S. Customer Inc. the equipment produced by some
other company?” Some doubt about their consultancy or the passing of advice
to MNC-external actors free of charge is evident.

In sum, the observation triggering the research interest of the present study
could be expressed as follows: “It is managerially challenging for an MNC to
deal with Russian public officials”. In other words, the main motivation for the
study was the type of management challenge that Russia poses to MNCs.
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1 INTRODUCTION

1.1  Why study MNC relations with Russian state actors?

MNCs have, in recent years, become increasingly interested in investing
outside developed economies®. Even if a sharp decline in foreign direct invest-
ment (henceforth FDI) was evidenced in 2009, and only a moderate increase
in 2010, the amount hosted by developing or transition economies has been on
the increase since 2007: in 2010, over half of global FDI inflow was hosted by
other than developed countries. This tendency is expected to continue and the
economies concerned have even been referred to as the leaders of the FDI
recovery (UNCTAD 2008; 2009; 2010; 2011).

Brazil, Russia, India and China (henceforth the BRIC countries) in particu-
lar have attracted the attention of MNCs. As illustrated in Figure 1, the BRIC
countries are ranked high as host economies, attracting MNC FDI in 2011-
2013. This level of interest is also reflected in the actual FDI inflows: accord-
ing to the global FDI inflow statistics for 2010, China was ranked second,
Brazil fifth, Russia eighth and India fourteenth. In figures, the global FDI
inflow in 2010 was USD 1,244 billion of which China accounted for USD 106
billion, Brazil USD 48 billion, Russia USD 41 billion and India USD 25
billion. Moreover, the significant role of non-equity modes of international
production and development has been noted especially in relation to MNCs’
operations in developing and transition economies (WIPS 2010; UNCTAD
2011).

The focus of the present study is on the Russian operations of MNCs head-
quartered outside Russia, and consequently the development in FDI inflow in
relation to the Russian market is of particular interest. Russia has interested
investors in natural-resource-related industries. Drivers of the FDI inflow to
Russia also include the power-generating industry, the automotive industry
and real-estate services. The fast-growing local consumer market has attracted
foreign investors as well (UNCTAD 2009; 2010; 2011). According to the
statistics for 2007-2008, a substantial amount of the inflow comprises the
returning offshore capital of Russian residents, although EU member countries
also make a contribution (UNCTAD 2009, 74).

2 The country grouping used (developed, developing and transition economies) is based on United

Nations country grouping and presented in more detail in Appendix 1.



18

It has been suggested that the EU is the biggest foreign investor in Russia,
and that up to 75 per cent of the FDI stocks there originate from EU member
states (EU Russia bilateral relations 2011). According to EU statistics, these
amounted to EUR 89 billion in 2009 (Eurostat 2011). The EU is also Russia’s
main trading partner (EU Russia bilateral relations 2011; EU Russia statistics
2011).

China

United States
India

Brazil

Russian Federation
Poland
Indonesia
Australia
Germany
Mexico

Viet Nam
Thailand

United Kingdom
Singapore
Taiwan Province of China
Peru

Czech Republic
Chile

Colombia
France

Malaysia

Source: UNCTAD, forthcoming a.
Note: Number of times the country is mentioned as top FDI
priority by respondent TNCs.

Figure 1 Top host economies for FDI in 2011-2013
(UNCTAD 2011, 19)

Why focus on Russia in the present study, then, and not on China as the
leader in terms of FDI inflow among the BRIC countries? Recent reports
comparing competitiveness and market conditions indicate that Russia has not
succeeded in keeping pace with developments in market competitiveness
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compared with China and the other BRIC countries. Despite its large market
size and reasonable macroeconomic stability, there are many structural weak-
nesses still to be tackled (World Economic Forum 2009). Corruption is one of
them (e.g., UNCTAD 2010). According to the 2009 Global Corruption Report,
Russia ranked 147 out of 180 countries, whereas India ranked 85, Brazil 80
and China 72 (GCR 2009).

The case of the Swedish furniture retailer IKEA, one of Russia’s largest
foreign investors, is one example of an MNC operating in Russia. It was
reported in the international press in summer 2009 that the company had all
further investment in Russia on hold on account of the unpredictability of the
administrative processes. Journalists referred to outside experts as implying
that IKEA’s statement referred to intolerable bribe taking on the part of
Russian officials (Kramer 2009).

There is hardly anything new in the implication of widespread corruption
and burdensome bureaucracy in corporate encounters with Russian public
officials, which have even been characterised as one of the main challenges
facing business firms in Russia (e.g., Liuhto 1998; World Bank 2005). There
is a positive note in references to recent developments in the investment
climate in Russia, however (FIAC 2008). Even though there still seem to be
many problems, there are also indications that the Russian government is
intent on improving the situation (FIAC 2010; 2011).

The State of Russia has become an active player in big business. Regula-
tions in strategic industries were tightened during the first decade of the 21%
century, and increasing state dominance has been noted in certain industries
that are sensitive in terms of national security. A strategic governance matrix
of Russia’s key industries, illustrated in Figure 2, highlights the differences in
importance of various industries to Russia’s national and economic security,
and also shows how the situation is evolving rather than static (Liuhto 2007;
2008).

It has been suggested that, related to the power of the Russian state, a
system of excessive regulation has been created that allows the authorities to
punish any company if they so wish. Its multi-level organisational structure
seems to create tensions in business—state interaction. Such interaction is
categorised as taking place on three levels: the federal government, the
regional authorities in large cities and oil-producing areas, and the local
authorities in the other regions. Despite the fact that the state had apparently
gained absolute dominance over business by 2004, there are numerous
potential strategies available enabling businesses to interact with the state on
account of the high degree of economic openness and the heterogeneity in
public administration (Yakovlev 2006).
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Figure 2 Positioning Russia’s key industries in the strategic governance
matrix (Liuhto 2008, 14)

Somewhat in the same vein, Russian business networks have been catego-
rised as market, siloviki and oligarchic networks. Oligarchs are defined as “a
small number of very large and powerful financial-industrial groups operating
in highly concentrated industries in the private sector, predominantly in natu-
ral resources” (Puffer — McCarthy 2007, 5). The roots of the siloviki are in the
formerly powerful Ministry of Defence and Ministry of Internal Affairs, as
well as the military and security forces. Increasing state involvement in busi-
ness is reported to have increased siloviki appointments in private as well as
state-owned companies. Even firms operating in a competition-free market are
said to rely on networks to tackle various bureaucratic obstacles. These three
types of network are portrayed as existing within the environment of a power-
ful state (Puffer — McCarthy 2007).

Personal relationships and networking have been generally associated with
successful business in Russia (e.g., Batjargal 2003; Salmi 2004). Indeed,
personal relationships are reported to stabilise the market uncertainties, and
are consequently considered instrumental in business. They may function as a
source of information or a base for new activities (Johansson 2004; Salmi
2004). The important role of personal relationships in relations with tax
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authorities, customs and district administrations has also been noted
(Ledeneva 1998; Michailova — Worm 2003).

In sum, the increasing presence of MNCs in Russia, combined with the
challenging business context even compared with other BRIC countries,
constitute the motivation behind the present study. Numerous MNCs are
already operating in Russia and the growing interest in the market is evident.
Encounters with state actors, and especially public officials, have been identi-
fied as a specific challenge. It is consequently postulated that MNCs operating
in Russia are challenged managerially, and also that MNCs considering start-
up operations in Russia have concerns with regard to managing relations with
Russian state actors.

As will be shown in the next section, there are few, if any, empirical studies
focusing on state actors in MNC business networks in Russia from a manage-
rial perspective. This is the research gap identified and addressed in this
dissertation. Given the evident business need and acknowledged scarcity of
relevant empirical studies, it is argued that the identified research gap deserves
comprehensive examination.

1.2 Earlier empirical literature on MNC-state relations outside
developed economies

Researchers from several different disciplines, including political science,
economics, sociology and management, have shown an interest in business—
state relations (Shaffer 1995). In terms of disciplinary domain, the present
study focuses on international business.

The growth of firms across national borders and the emergence of MNCs
have inspired studies on relations with their home and host states. It is
acknowledged that nation states and multinationals are profoundly influenced
by the increasing globalisation. Vernon’s (1971) book, Sovereignty at Bay, is
often associated with concerns about large MNCs having power over national
governments, and the diminishing sovereignty of nations (Vernon 1971;
Brewer 1992; Kobrin 2009).

On the other hand, it has been pointed out that in the context of globalisa-
tion, businesses may have to tolerate more co-ordinated and effective
measures with regard to public control. Somewhat in this vein, issues such as
jurisdictional asymmetry and overlap in the context of MNC-state relations
have been addressed (Vernon 1968; Kobrin 2009).

There is extensive literature on MNC-state relations (Peng 2000; Kobrin
2009), offering both macro- and micro-level perspectives, for example. On the
macro-level are the Sovereignty at Bay model, the dependency model and the
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neo-mercantilist model. The focus in the first of these is on the conflictual or
adversarial aspects of relations between MNCs and host countries. The
dependency model describes the co-operative partnership of MNCs with in-
dustrial home governments and the conflictual-adversarial relations with less
developed host governments, acknowledging the dependent or weak position
of the host government. Finally, the emphasis in the neo-mercantilist model is
on the weakness of home governments in the face of MNCs in relation to the
freedom of choice in national security and economic goals (Brewer 1992).

On the micro-level certain approaches are based on bargaining or eclectic
theory. The basic idea behind the bargaining model is that the outcomes of
MNC-state relations depend on the relative stakes and resources of the parties
concerned (Brewer 1992). Acceptance of non-market forces is highlighted in
the eclectic approach. Political aspects are integrated into the MNC-state
relations, the implication being that market imperfections may arise through
political behaviour (Boddewyn 1988; Brewer 1992).

More recently, a coopetition perspective on MNC-state relations has
emerged. The term coopetition is used to indicate that “cooperation and
competition simultaneously function in increasingly interdependent MNC-
government relations” (Luo 2004, 431-432). The emphasis is on the increas-
ing interdependence between MNCs and the state, and the relationship is seen
as a mixture of co-operation and competition. Co-operation is motivated by
joint payoffs and goals, and competition arises from bargaining, control, and
related conflicts (Luo 2004). The importance of collaborative interaction
between businesses and government in successful strategy implementation has
been noted earlier (Murtha — Lenway 1994).

The business-network perspective also builds on theories of MNC-state
interdependence and co-operation. Political actors are pictured as integral in
MNC business networks, and the MNC is seen as building trust, commitment
and legitimacy in the socio-political as well as the business market
(Hadjikhani — Lee — Ghauri 2008).

Studies on MNCs and public policies have been categorised as following
the normative or behavioural and the resource-based approach to the firm. The
normative approach is based on neoclassical welfare economics and it focuses
on efficiency aspects of MNC and state, the behavioural approach assumes
“self-interested actors in the political domain who can influence policy
formation” and the resource-based approach or strategic perspective builds on
MNC choices attributable to its resources as well as to institutional character-
istics of different countries (Rugman — Verbeke 2009, 228-229). The issues
related to state are also inherent in the institution-based view on international
business (e.g., Peng — Khoury 2009).
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The business-network perspective builds on the behavioural view of organi-
sations (e.g., Bjorkman — Forsgren 2000; Weisfelder 2001), focusing on
business relationships and specific actors rather than faceless institutions (e.qg.,
Forsgren — Holm — Johanson 2005, 187).

It has been suggested that state influence is of specific significance to firms
operating outside developed economies (Hoskisson — Eden — Lau — Wright
2000). The policy regime tends to be more interventionist than in developed
economies (Aswicahyono — Hill 1995).

Certain industries are also considered to attract more state scrutiny (Doz
1976). The state historically had a central role in the former planned econo-
mies, and increasing state intervention in business has recently been noted in
two of the larger ones, China and Russia (Liuhto 2007; Luo 2007; Liuhto
2008). In the case of Russia it seems to focus on industrial sectors that are
highly strategic in terms of national and economic security to such an extent as
to provoke prognoses of intensifying economic nationalism in Russia (Liuhto
2007; 2008; Liuhto — Heikkil& — Laaksonen 2009).

Business scholars have been criticised for assuming that nation states have
similar and functionally effective business institutions (Loveridge 2006, 190).
Managerial views on business—state relations developed later, possibly
because managers do not consider them an integral part of primary business
(Shaffer 1995; Hillman — Keim — Schuler 2004).

It should be noted, however, that an intriguing analysis of MNC manage-
ment and national policies in the context of salient industries defined as
“industries that attract constant government attention and scrutiny” was
conducted some years ago (Doz 1976, 1-13). Different managerial modes are
identified in this study of three large multinational companies operating in
salient industries. The duality in managerial focus and the related tensions
within the MNC are highlighted. The conclusions emphasise the complexity of
managing salience, and call for smooth, at first sight almost invisible, admin-
istrative changes in order to avoid conflicts (Doz 1976).

The above-mentioned study clearly departs from the behavioural view of
the firm, and highlights the managerial decisions made by top management. It
is nevertheless mentioned that there are managerial challenges due to a lack of
managerial homogeneity in social and cultural terms, for example. Reference
is also made to the lack of administrative unity on the government side, as
well as to the differences in logic between the government and the MNC (Doz
1976).

In order to move closer to the research focus of the present study, the author
carried out a review of earlier empirical research on MNC-state relations in
Russia. It is worth emphasising at this point that, given the interest in this
particular dissertation on managerial aspects of MNC-state relations, the
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inclusion criterion was refer