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Despite the unstable situation at the moment in Russia, the Russian market and St. 

Petersburg have been a very attractive from the point of view of Finnish 

companies. The objective of this research was to define how a Finnish accounting 

firm should perform its market entry to Russian markets as a part of its 

internationalization process. In addition, the special characteristics that support the 

internationalization to Russia were examined together with the implications from 

the behavior of potential customers at the market. 

The actual market entry mode was developed based on the theories of Uppsala 

model, transaction cost economics and the network approach. Additional emphasis 

was given for the service point of view. The primary data in this research was 

collected through semi-structured interviews with professionals from the Russian 

market. 

The results of this research show that there exists potential especially at the 

accounting markets in Russia. However, the current unstable situation and 

sanctions in Russia have led to situation where the price-sensitivity among 

customers is high, and costs savings are searched from multiple processes in 

organizations. Therefore, the accounting company should perform its market entry 

in small incremental steps to decrease the risks involved, and to gain specific 

market knowledge before committing more resources into Russian markets. A 

simplified process was developed to evaluate the suitable market entry mode. As 

a result, the level of commitment and market knowledge affect the final entry 

model of the firm, as well as defined goals for the particular market.  
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Huolimatta tämän hetkisestä epävakaasta tilanteesta Venäjällä, Venäjä ja 

erityisesti Pietarin markkina näyttäytyvät edelleen erittäin kiinnostavina varsinkin 

suomalaisten yritysten kanalta. Tämän työn tarkoituksena oli määritellä miten 

suomalaisen taloushallinnon yrityksen tulisi toteuttaa Venäjän markkinaan meno 

osana kansainvälistymisprosessiaan. Osana tätä työtä tunnistettiin erityispiirteitä, 

jotka tukevat kansainvälistymistä Venäjälle. 

Työn teoreettisessa osuudessa on hyödynnetty erityisesti Uppsala-mallia, 

transaktiokustannusteoriaa sekä verkosto-mallia. Erityistä huomiota on kiinnitetty 

myös palveluliiketoiminnan rooliin tässä prosessissa. Työssä käytetty ensisijainen 

materiaali on kerätty Venäjän markkinasta kokemusta omaavien ammattilaisten 

kanssa toteutettujen puolistrukturoitujen haastattelujen avulla. 

Työn tulokset osoittavat, että erityisesti Venäjän tilitoimistomarkkinassa on 

tunnistettavissa selkeää potentiaalia. Tämänhetkinen haastava tilanne Venäjällä on 

kuitenkin johtanut tilanteeseen, jossa monet yritykset etsivät kustannussäästöjä eri 

prosesseistaan. Tästä syystä markkinaanmeno tulisi toteuttaa pienin askelin. 

Tämän työn tuloksena on kehitetty yksinkertaistettu prosessi soveltuvimman 

markkinaanmenomallin tunnistamista varten. Loppujen lopuksi, yrityksen 

sitoutuminen sekä olemassa oleva markkinatietämys vaikuttavat lopulliseen 

markkinaanmenomalliin, kuin myös erikseen määritellyt tavoitteet kyseiseltä 

markkinalta.  
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1 INTRODUCTION 

 

Operating in international markets can usually be seen as an only way to gain experience from 

the new markets, which is usually also the requirement for successful presence at the markets. 

With gained knowledge through experience opportunities and possible problems can be faced 

more easily than without any experience. Special characters of the market such as behavior of 

customers, competitors and e.g. public authorities can be learned only by operating in the 

foreign market. Also gaining market specific experience and operation experience can be seen 

as important parts of internationalization process. Also establishing the relation and 

commitment to specific markets develop the positioning of the company at the specific markets. 

(Johanson & Vahlne 2003) 

 

 Different drivers for internationalization can be identified. Grünig and Morschett (2012, 27-

43) have presented some of the main explanations for internationalization of companies. There 

can be identified external conditions as well as the main drivers for internationalization. 

External conditions can be seen as technical and legal conditions that might have the most 

relevant effects on the internationalization of the company. For service business, mainly legal 

factors can be seen as remarkable ones. What comes to drivers, as main drivers for 

internationalization of service business can be seen the need to find new customers, the desire 

to gain new competencies, the access to internationally active customers and the strategic 

power. Especially the three last ones are seen as “opportunity seizing” –drivers while the others 

are more likely “countermeasures against threats.  

 

1.1 Background of the research 

  

This research project was started in the early summer of 2015. The driver behind the research 

was the actual need of a Finnish accounting firm to investigate and evaluate the possibilities at 

the Russian market. Some preliminary plans and investigations were already made by the firm, 

but the actual and more comprehensive research to support the business plans was missing. The 

drivers for the firm to investigate these possibilities were the willingness to grow and to 

internationalize their business.  
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At the moment the company has nationwide operations in Finland, providing financial services 

such as accounting and bookkeeping for its customers. The firm has working-history of more 

than ten years and it has grown steadily organically and through acquisitions. For 

internationalization process, this research was conducted as a part of larger project concerning 

internationalization at the Baltic Sea area. The research and the actual internationalization 

project were conducted hand-in-hand during the whole process, which gave actual support 

especially for the research project. During the project three business trips to Saint Petersburg, 

Russia, were organized, to get supporting material for this research, to get familiar with the 

market and to facilitate the future steps for the project. 

 

1.2 Economic environment in Russia 

 

After the collapse of the Soviet Union in the early 1990s’ Russia has experienced significant 

changes in the market environment. The overall environment has varied a lot during last few 

decades, though the Russian government has actively worked on improving the competitiveness 

of the country. The post-communist era and factors such as privatization, liberalization and 

stabilization have enabled many improvements in the business environment. Improvements to 

the legislation have also supported the development of innovations. Especially the younger 

generation in Russia is actively growing the sphere of small and medium sized enterprises, a 

remarkable segment of Russian market environment. (Diversifying Russia 2014; Naumov 

2013; Zhuplev & Shtykhno 2009) 

 

Recently, the economic environment has been changing rapidly in Russia because of the 

Ukrainian crisis and sanctions between Russia and the European Union and the United States. 

There are many different factors, which have affected Russia’s recent situation, and it is unsure 

whether the situation will solve out in the near future or not. Some of the factors that have 

affected Russia’s recent situation are for example the decreased oil price and the collapse of the 

Ruble, the official currency in Russia. Russia’s economy is very sensitive for the global oil 

price, since a significant part of the country’s GDP, approximately 30 % is generated from the 

energy sector that mainly consists of oil and gas. Based on that, Russia is basically dependent 

on exports of gas and oil exports. Also large amount of Russia’s foreign currency funds reserve 

consist of oil and gas reserves. (BOFIT 2015) 
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Based on different sources (BOFIT 2015; Trading Economics 2015), the GDP of Russia has 

been decreasing by few percent in 2015, which supports also the forecast of World Bank (World 

Bank 2015a). As the growth of Russian economy is heavily dependent on global oil prices and 

on impact and duration of the economic sanctions, it is very challenging to forecast how the 

market will evolve. However, Russia is still trying to maintain the improving environment for 

the foreign companies. Russia has established for example some certain concessions and 

guarantees for companies making direct investments to Russia. Besides, in Saint Petersburg a 

certain Small business development program has been established. The goals of the program 

include increased access to financial resources and support for information and overall 

development of business. (Enterprise Europe Network 2014) 

 

As was mentioned, the Russian environment has experienced significant changes and 

improvements. Recently, Russia was ranked 51st out of 189 countries in World Bank’s (2015b) 

Doing Business –report. Especially the improvement of legislation has been improved to better 

support the business environment and the ease of doing business. Though, significant 

constraints still exist and these vary also between the cities in Russia. In the next chapter the 

special factors of Russian business environment are presented more thoroughly. 

 

1.3 Special factors of Russian business environment 

 

The most common issues faced when doing business in Russia are corruption and the amount 

of bureaucracy. World Economic Forum’s Global Competitiveness report 2014-2015 (2015) 

ranked Russian Federation 53th out of 144 countries. This position is relatively good, but deeper 

look at the report raises up the significant factors affecting business possibilities in Russia: The 

most problematic factors for doing business in Russia were corruption, tax rates and regulations, 

access to financing and inefficient government bureaucracy. According to Corruption 

Perceptions Index from 2015 Russia is ranked 136th out of 175 countries (Transparency 

International 2015). This gives also some perception of the challenging environment in Russia. 
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1.3.1 Personal relationships and networks 

 

In Russia, also personal relationships have always been in a significant role even over firm 

relationships. The special term for such important relationships in Russia is known as blat, 

which could be translated as “mutual care”, “sharing” or “helping out” for example. The 

efficiency of blat is based on the rule that an existing connection or a bond between two persons 

enables the possibility to demand for a favor from the other one. This, of course extends to also 

wider networks, so that one relationship can connect to before unknown individuals in a form 

of favor. Though, one of the main prerequisites for blat is the continuity because the 

reciprocation usually takes place after longer period of time.  Refusing to return a favor is seen 

as untrustworthy, and might break the connection between the “refuser” and the certain 

connection. Thus, especially for expatriates taking the advantage of blat requires longer period 

of working in Russia to build the relationships. (Michailova & Worm 2003) 

 

Although blat is seen in many occasions as a status symbol and a powerful way to influence 

people, it has also the negative side. Very often blat can be connected to corruption and also to 

other negative and even illegal functions. Active using of blat can create certain kinds of 

dependency ties and even abuses of power may exist. Mainly because of these reasons, blat is 

nowadays seen more or less as a negative concept especially among young people. Though, 

especially relations to official authorities and in financial sector blat can be seen as very 

necessary concept despite the negative side of it. Important things on incorporating with blat 

are maintaining the relationships with well-known officials but trying to avoid too much 

dependency etc. that could lead to un-favored situations. Though, respecting the blat 

relationships of employees is still crucial, since blat is after all part of the Russian culture. 

(Michailova & Worm 2003) 

 

1.3.2 Corruption and oligarchs 

 

“A relatively small number of Russian oligarchs control a substantial share of Russia’s 

economy.” (Guriev & Rachinsky 2005) The term “oligarch” usually has a very negative 

connotation, but it can be seen as well as a general term for Russian industrial tycoons. Many 

of the Russian industrial sectors as well as natural resources are controlled by these few 



  

   

 

5 

oligarchs mainly as results of Russian privatization in mid-1990s. Though, the Russian 

oligarchs are usually not involved actively in politics, mainly because of the pact provided for 

the oligarchs by the president of Russian Federation, Vladimir Putin. Thus, widely existing 

bureaucracy and often bureaucracy-related corruption create many challenges for the Russian 

business environment. 

 

Kleiner (2012) has defined corruption as following: “Corruption is conscious and voluntary 

decision making by an official of an organization (public or private) as a result of which the 

official or people dependent on him receive additional benefit.” Two different kinds of 

corruption can affect companies in Russia, internal and external. Some examples of the latter 

can be for example extortion and expropriation whereas the first one usually occurs as 

kickbacks on sales, where some of the costs might return back to supplier of a product or a 

service, but only to a certain manager who is partial of the situation. Important thing to 

remember is that these are just examples of the many forms of corruption existing. To decrease 

the risk of corruption, companies entering Russia should be aware of possible need for 

anticorruption strategy. Some of the basic operations for foreign company operating in Russia 

should be awareness of corruption and preparation for possible threats. Since the corruption has 

deep roots in Russia, also company managers should understand the need for control of 

activities and especially pay attention to inner values and ethical management in the company. 

Corruption is a “—natural part of economic activity—“ in Russia, which is why companies 

need to understand the risks when planning to start business operations in Russia. (Kleiner 

2012) 

 

1.4 Research methodology and data collection 

 

As was mentioned already in chapter 1.1, this research was part of a larger internationalization 

project for the particular firm. This research was conducted as a qualitative research to support 

the overall project and to define the most suitable market entry mode to Russian market for the 

firm. The primary data of this research was collected through semi-structured interviews with 

various professionals from the Russian market. For the primary data collection, five interviews 

were conducted. To support the primary data, separate sub-contractor was used in this project 
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to conduct 21 interviews in Russia. These interviews were conducted with either Russian or 

Finnish representatives of companies operating in Russia. 

 

To gather reliable and valid information from the interviews, the interviewees for the primary 

data collection were chosen carefully. All the interviewees had specific experience from 

operating at the Russian market and were able to provide feasible information in the interviews 

that dealt with the current market situation in Russia and the perceptions about the accounting 

services in Russia. For the interviews conducted by the separate sub-contractor, a modified 

structure for the interviews were used because of the additional sales-driven task of the 

interviews. All the data from the interviews was collected and handled either in English, 

Russian or Finnish language. 

 

To support the overall project, also three separate business trips to Saint Petersburg were 

conducted to gain more knowledge about the market, to build relationships with companies 

operating at the market and to scan and identify potential business partners. During these trips 

and various business meetings, separate notes were taken and later on, these were used as a 

supportive data for this research. The research design and the methodology of this research is 

handled further on in chapter 3. 

 

1.5 Research questions 

 

The main purpose of this research is to identify how the Russian market should be entered by a 

Finnish company. To support this objective, the dynamics of Russian accounting markets and 

the overall environment of doing business in Russia and especially in Saint Petersburg region 

are examined. Further on, the actual market entry mode suggestions are supported by examining 

the behavior of potential customers. The issues of this research are handled through following 

research questions presented in the table 1. The purpose of the first two research questions is to 

provide answers that support answering the main research question of this thesis. 
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Table 1. Research questions and their objectives. 

Research Question Objective 

1. How the current market environment 

in Russia affect the market entry 

possibilities? 

Understanding the current business 

environment in Russia with its special 

implications. 

2. How companies make their decisions 

concerning accounting in Russia and 

what are the main trends at the 

moment? 

Gaining knowledge about the behavior of 

companies operating in Russia and about 

their willingness to outsource accounting 

services. 

3. How a Finnish accounting firm 

should perform its market entry to 

Russian markets? 

To create a model for most effective and 

suitable market entry to Russian markets to 

support the overall internationalization 

process. 

 

The purpose of the first research question is to describe the current situation and business 

environment in Russia and to identify the main characteristics that might affect the possible 

market entry. Russian market varies a lot from traditional western markets because of its special 

implications. Since the local market of accounting services in the target country differs a lot 

from the Finnish markets, also comprehensive study on the Russian market is required.  

 

The second research question aims to understanding the behavior of potential customers for 

accounting services in Russia. Identifying the main reasons behind the outsourcing and 

internalizing decisions are important for provider of outsourcing services. Besides, identifying 

possible features that could affect the decisions of customers is one aim of this research 

question. 

 

The third research question is dedicated for forming the most suitable market entry model for 

a Finnish accounting firm. The factors affecting the chosen model and possible risks related to 

it are also identified. Based on the results of this question, the accounting company should be 



  

   

 

8 

more capable and ready to perform suggested market entry as a part of its internationalization 

process. This research question is the main research question for this thesis. It defines the actual 

model for the market entry to Russian markets with the support of the first two research 

questions. 

 

1.6 Structure of the research 

 

This Master’s thesis consists of seven chapters, including this introduction chapter. The 

structure of the research, inputs and outputs of each chapter are presented in Figure 1. The first 

chapter as an introduction presents the background of this Thesis that has evolved from the 

actual need of a Finnish accounting firm. In the introduction all the research questions are 

presented and also the research objectives are described. Additionally, the business 

environment in Russia is shortly presented in the first chapter. 

 

The second chapter forms the Theory part of this research. In the chapter, three main 

internationalization theories are presented; The Uppsala model, Transaction Cost Economics 

and the Network approach. Besides, certain market entry strategies are presented shortly to 

support the internationalization theories. Finally, the special factors of service business and its 

effect on presented theories are discussed. 

 

In the third chapter the methodology of this research is presented. The primary data of this 

research is collected through interviews, so in the third chapter the structure and design of the 

data collection is reviewed. The fourth chapter starts the empirical part of this research. In the 

chapter primary and secondary data are analyzed to form a valid overview of the market. Also 

the results of the secondary data (market research) are presented. 

 

The fifth chapter aims to form a clear solution for the desired market entry. Based on the 

analysis of the data, two comparable options for market entry are presented. Two different 

options are presented to enable some margin on the final decision of the market entry. In the 

chapter also the risks of both two market entry options are analyzed. Finally, the actual market 

entry method for internationalization is formed. 
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The last two chapters conclude this research. In the sixth chapter the research questions are 

answered and the further implications and the reliability of this research are discussed. The last 

chapter summarizes the background, findings and the results of this research. 

 

 

Figure 1. Structure of the research. 
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2 THEORETICAL FRAMEWORK 

 

In this chapter the relevant internationalization theories for this research are presented. The 

relevant theories include Uppsala model, transaction cost economics and the network approach 

from the internationalization theories. Besides, certain foreign market entry strategies are 

presented together with theories related to service firms. At the end, also theory related to 

service buying behavior is presented. 

 

2.1 Internationalization theories 

 

For a company that has decided to internationalize its business and enter some new foreign 

markets, the most critical decision is usually choosing the right entry mode. The entry mode 

chosen varies based on the requirements of the target country, but also based on the resources 

the company already has. Several different internationalization theories have been presented by 

researchers, including Uppsala model by Johanson and Vahlne (1977), transaction cost 

economics as well as International Marketing and Purchasing (IMP) group’s network approach, 

variations and revisions of these and also many others. Many of the existing internationalization 

theories of companies have usually focused on manufacturing companies, but in this research 

emphasis is given for theories considering service companies. In the following the most 

important internationalization theories are presented and explained. 

 

2.1.1 Uppsala model 

 

Johanson and Vahlne (1977) have presented the well-known internationalization theory called 

Uppsala model. Their theory was based on their own empirical studies of Swedish 

manufacturing companies that had expanded their operations step-by-step. The model states 

that companies internationalize their business activities in small incremental steps. While the 

knowledge of company from international business increases, it may expand its operations 

abroad based on this experiential knowledge. One important concept Johanson and Vahlne also 

recognized in their model was that companies tend to expand their business to markets with 

short physical distance, and after already mentioned experiential knowledge, companies may 

expand also to more distant markets. 
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For the support of their theory, Johanson and Vahlne (1977) described a basic mechanism, 

“distinction between state and change aspects of internationalization variables”, to clarify the 

process of all the steps of internationalization. Both market knowledge and commitment are 

seen as state aspects, whereas commitment decisions and current activities are the change 

aspects. This basic mechanism and its aspects are illustrated in figure 2.  

Figure 2. The mechanism of internationalization and its aspects. (Johanson & Vahlne 

1977) 

 

In the figure, it is expected that both market knowledge and commitment affect commitment 

decisions and current activities, whereas the activities and decision may change the 

commitment and knowledge. Market commitment can be divided to two parts: the amount of 

resources committed and the degree of commitment. For example a resource located in a certain 

market area can be seen as a commitment to that market. Also the types of the resources affect 

the degree of commitment. Afterwards the authors have made restatements to their models, 

including the change from market commitment to relationship commitment. When a company 

establishes relationships to foreign firms, in the both ends happens the same process of learning 
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and commitment, which also increases the amount and possibilities of shared knowledge. 

(Johanson & Vahlne 1977, 2006) 

 

When considering knowledge, Johanson and Vahlne (1977) concentrate on experiential 

knowledge that can only be obtained through operating in a certain market. This experiential 

knowledge can also be divided into two different contexts; general knowledge and market-

specific knowledge, which both are required to establish operations in a certain country. 

Additionally, building relationships with the foreign partners increases the knowledge through 

various transactions between the partners. Through building the trust and interdependence with 

the partner, both parties usually gain advantage from the relationship. Depending on the 

commitment and mutual trust between the partners, the relationship can increase the knowledge 

of both parties leading up to even new business ideas and possibilities. Though, there might be 

always the risk studied by Hamel (1991) that in agreement-based cooperation the main aim of 

the parties might be learning from the actual competitor as much as possible while giving as 

little information for the partner as possible. Anyway, committing to improve the activities 

together with the partner can be seen as an effective way to create new knowledge as well. 

(Johanson & Vahlne 1977, 2006) 

 

To further develop and update their internationalization process model, the authors have made 

regular revisions on their model (Johanson & Vahlne 2006, 2009; Vahlne & Johanson 2013). 

Especially understanding the importance of business networks nowadays has shaped the model 

and brought some new perspective to it. Johanson and Vahlne (2009) modified the 

internationalization process model to match the new perspectives of networks. This business 

networks internationalization process model is presented in figure 3. The important part for the 

company is to have a position inside the network to benefit from it. For example new business 

opportunities and demand may arise from inside the network and this may lead as well to 

improved learning and trust between certain parties of the network. What comes to the revised 

model, the dynamics of it remain the same as already discussed with the original model. 

Though, the slight differing assumption is that the process of internationalization happens inside 

the network and the importance is on building the position in the network through which the 

internationalization process’ activities and goals are established. What comes to the opportunity 

development capability, it is seen as very critical part in the development process of the 
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company. Additionally, pursuing commitment decisions that support the internal processes and 

enable the resources are seen as important factors for the internationalization process. (Johanson 

& Vahlne 2006, 2009; Vahlne & Johanson 2013) 

 

Figure 3. The business network internationalization process model. (Johanson & Vahlne 

2009) 

 

For company the main source of experiential knowledge are the current activities. Thus, for 

those activities usually some kind of experience is needed, why it has been stated that it can 

either be obtained through hiring experienced personnel, or through advice. Good source for 

gaining market experience is using representative that has the required market experience, but 

still also the firm experience is an essential part. Both, market experience and firm experience 

might have to be gained in a long process, which is why also the internationalization process 

may proceed in a very slow pace. For commitment decisions Johanson and Vahlne (1977) 

presented two types: scale-increasing decisions and uncertainty-reducing commitments. 

Basically these two are related to economic effect on the market and to market uncertainty. 

Johanson and Vahlne concluded that “- -commitments will be made in small steps unless the 

firm has very large resources and/or market conditions are stable and homogeneous- -“. 

(Johanson & Vahlne, 1977) 
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Even though Uppsala model concentrates a lot on company’s ability to gain information and 

experiential knowledge from the markets, Whitelock (2002) brought up the notice that 

“Uppsala model makes no explicit mention of the impact of competition on market entry”. 

Though, Whitelock states that the influences of different market factors on market entry 

decisions can be seen as a part of the experiential knowledge. However, Johanson and Vahlne 

(2006) strongly believe that especially relationship commitment and embedding to network in 

a foreign market are the key factors for opportunity development and succeeding in the 

international market. 

 

2.1.2 Transaction cost economics 

 

Coase (1937) presented the theory of transaction cost economics in order to define the meaning 

for a firm to organize its production within the firm instead of buying from the market. Coase 

explained the price mechanism of the markets that generates costs for the firm if it operates at 

the market. For that reason, in many cases for the firm avoiding transaction costs is more 

efficient. The factors that affect the transaction costs, such as uncertainty, asset specificity, and 

opportunism and bounded rationality can be categorized to human behavioral factors and 

environmental factors. From this basis firm can more easily decide whether to operate at the 

market or operate internally. Besides, based on the actual environment, even cooperation model 

between several parties at the market can be established. (Williamson 1983) 

 

Since the original transaction cost economics framework of Coase was developed already in 

1970s’ it also suited to typical firms concentrating only on production. Though, for a modern 

economy, where networks can be seen as very important, a further extended framework of 

transaction costs is crucial. Blomqvist et al. (2002) have determined a model, which supports 

the firm. Based on firm’s strategic decisions about capabilities to maintain, the firm can make 

the decision between in-house and outsourced functions. However, from their perspective, also 

different costs and benefits emerge. These cost and benefit factors are presented next. 

 

The costs generating from the transaction cost –framework can be divided into management 

costs, transactions costs and partnering costs.  When company decides to in-house its functions, 

it mainly creates internal controlling and monitoring costs. If the certain task is outsourced, 
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transaction costs arise from planning, negotiating, monitoring and enforcing the contracts and 

the relationship. In the transaction cost analysis framework, Hollensen (2011) has divided these 

costs further on to ex ante costs (search and contracting) and to ex post costs (monitoring, 

enforcement). The already mentioned partnering costs arise from the combined management 

and transaction costs, when actual boundary between the firm and the partner firm does not 

exist. (Blomqvist et al. 2002) 

 

As mentioned, besides the costs also benefits exist depending on the decisions of the firm. Like 

cost factors, also benefits are divided to management, transaction and partnership benefits. 

Benefits that emerge from the internal operations are for example economies of scope and 

cumulative learning, whereas transactions create benefits from flexibility, economies of scale 

and variation of the offering. In the partnering model benefits such as improved quality, risk 

sharing and complementary resources emerge. To sum up, figure 4 presents the sources of 

benefits of each governance model. (Blomqvist et al. 2002) 

 

 

Markets Partnership Hierarchy 

+ Economies of scale + Focus on core competencies 

in the value chain 

+ Economies of scope 

+ Lesser risk + Ability to coordinate disperse 

knowledge 

+ Economies of scope through 

learning 

+ Less investment in specific 

assets 

+ Ability to create incentives 

for coordination e.g. trust 

+ Effective management and 

control through ownership 

+ Increased flexibility + Risk sharing through separate 

ownership of assets 

+ Cost-efficiency through 

economies of joint ownership 

+ Increased variety + Investments in relation-

specific assets 

+ Competence-enhancing 

innovations 

+ High-power incentives + Communication and 

information sharing 

+ Exploitation of monopoly 

power 

+ Efficiency through fierce 

competition 

+ Improved quality + Efficient internal 

communication network 

 + Shorter time-to-market  

 

Figure 4. The sources of benefits in each governance structure. (Blomqvist et al. 2002) 
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Erramilli & Rao (1993) have approached the transaction cost analysis from the service 

perspective. The authors present that the transaction-cost analysis is basically focusing on 

company’s decision whether to use low-control or full-control modes when choosing the 

internationalization modes. The low-control modes consist of variations such licensing, 

franchising, partnership, consortium and affiliate, while the full-control mode consist of 

variations like own subsidiary, office, branch, project office or representative office. The 

authors argue that the decisions on the market entry mode are made “—based on considerations 

of long-term efficiency.” The main point is that the transaction cost analysis model can work as 

a good framework for a company, but different situations should be evaluated from the basis of 

the benefits and costs of control. 

 

Combining the service perspective and extended view on transaction costs can be stated that 

the firm should prefer model that includes all of the mentioned governance models; 

internalizing, partnering and outsourcing. From the transaction cost analysis point of view, low 

level of ownership should be preferred until other methods can be proven better. Though, the 

beneficial factors may influence the situation so that the optimal solution would be another 

structure. Especially in high-risk countries, where the country risk sets some challenges for the 

business, moving the possible risks to other parties can be seen as beneficial. Again, it is still a 

question of the benefits and actual performance that can in some cases outweigh the high risks 

and costs. (Anderson & Gatignon 1985; Blomqvist 2002; Erramilli & Rao 1993)  

 

To find the most suitable structure for the organization from the basis of extended transaction 

cost framework, Blomqvist et al. (2002) state that the firm should combine insourced and 

outsourced operations to minimize the costs and to maximize the expected benefits. From this 

point of view, firms are seen as value chains that consist of various activities. All these activities 

are results of both routines and capabilities. The most optimal governance structure combines 

all structures, insourcing, outsourcing and networking, economizing the costs and maximizing 

the benefits. This model is presented in figure 5. (Blomqvist et al. 2002) 
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Figure 5. Model for the optimized governance structure. (Blomqvist et al. 2002) 

 

2.1.3 Network approach 

 

The simplest description of a network is a structure of nodes connected by threads. For business 

purpose, these nodes can be seen as business units and threads as a relationships between them. 

The various interactions, transactions and other processes affect the business units that do not 

function individually thus are connected and linked to others through the relationships. The 

existence of these relationships between different companies shape always the overall network. 

Any transactions between two parties affect the others and their position in the network, which 

means that each party in the network can experience costs or gain benefits from the network. 

All the interactions in the network provide the company a possibility to learn, and to affect the 

overall structure of the network in order to gain more advantage from it. (Håkansson & Ford 

2002) 
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Business relationships are considered as a one way of internationalization, as a way of getting 

access to new markets. Most of the business activities usually involve interactions between 

different parties, which creates new relationships and helps to build a network. In the networks 

information is shared and also other transactions occur to create benefits for the companies in 

the network. They also generate additional value to end customers by offering the proposition 

of the whole network. Important thing is also characterizing the networks between informal and 

formal networks. Formal networks are networks that are based on formal social relations and 

that enable knowledge exchange among the network, whereas informal networks are formed 

from inter-organizational relations. (Allen, James & Gamlen 2007; Brass et al. 2004) 

 

The network model states that “the relationships of a firm in a domestic network can be used 

as bridges to other networks in other countries.” These bridges can help the firm to enter new 

market as well as to improve the operations in existing markets. Important thing to understand 

is the meaning of personal influence on relationships, because in many cultures those can mean 

more than firm relationships. As well, it is important to understand the position of a firm in a 

network, because it can determine the strategic directions and situation as well as give access 

to external resources at the market. (Hollensen 2011, pp. 80-87; Salmi 1996) 

 

However, there exist various interdependencies in the business that also affect the business 

networks and relationships. Since in the network every organization has its own specific 

conditions that affect its position as well, also all the interactions between certain parties affect 

the other interactions. Interdependencies that can affect the relationships are for example 

technology, knowledge, social relations and administrative routines. Important thing to 

understand is also that the actual effect from the relationships in the network are dependent on 

the internal features of the company. (Håkansson & Snehota 1995,pp. 1-49) 

 

For understanding the importance of the single relationships in the network, it is important to 

analyze the activities in these different relationships. It is clear, that not all relationships can be 

as crucial, which why it is important to understand the potential of each relationship. Certain 

relationships may be prioritized based on the potential connection links, future potential and 

performance that may create also cost efficiency for the company. Additionally, also the certain 

resources that may be exploited from the network affect the effectiveness of the network. 
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Combining the resources of two or more parties generate more value and create an important 

factor affecting the business. Though, to successfully develop and benefit the resources in the 

network it is required to actively invest in the network in the form of information exchange. 

(Håkansson & Snehota 1995, pp. 50-191) 

 

The focus of International Marketing and purchasing group’s (IMP) research lies on business 

relations. Whitelock (2002) brought up the views of IMP group, that the industrial system can 

be also seen as a network of firms engaged to each other through various operations. Thus, it is 

important for the company to maintain the relationships in the network, though the firm should 

also evaluate the environment in the market besides its own position in the network. Weck and 

Ivanova (2013) have brought up the special implications of Russia, where the trust development 

is one of the most important issues. Though, the trust development process is often seen as a 

very time-consuming and costly process. Especially intercultural relationships between 

companies require acquiring knowledge about partners’ cultural background and habits to 

develop the trust and knowledge about each other. The more adaptation to local culture is done, 

the more possibilities there are for trust development and especially with Russian partners “—

a willingness to establish personal relationships is important.” 

 

Viewing the network approach as a source for market entry can be seen as a good option. 

Especially issues such orientating, positioning and timing are stated to be important with the 

market entry. First of all, the network needs to be entered by the company to start learning and 

gaining experience. After the orientation process the actions in the network shape the 

positioning after which the most crucial part is grasping the opportunities originated from the 

network. An empirical research by Salmi (2000) states that active involvement in the network 

and building the relationships with potential partners are important factors in gaining the 

knowledge and enabling the successful market entry. Thus, active participation and acting in a 

network and besides, paying attention to individual relations enable the good positioning in 

networks. As a good motivator, Johanson and Vahlne (2003) have stated that important part of 

the relationships in the international markets require lots of resources and time and also 

commitment to the specific partners’ needs and interests, “but when business network 

structures have been built they offer strong opportunities for international expansion.” 

(Axelsson & Easton 1992, pp. 218-234; Salmi 1996) 
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2.2 Foreign market entry and service firms 

 

Entering such a turbulent market as Russia requires a lot from a company. Johanson and 

Johanson (2006) have studied the uncertainty companies might face when entering turbulent 

markets. As turbulent markets they mean emerging transition markets such as Russia. In their 

study they concentrate in three different entry activities: routines, search and improvisation. As 

a result of their study, they presented a refined model of Market turbulence, internationalization, 

entry activities and discovery. These activities and the model of Johanson and Johanson is 

presented in figure 6. 

 

 

Figure 6. A model of Market Turbulence, Internationalization, Entry Activities and 

Discovery. (Johanson & Johanson, 2006) 

 

The change in the market is driven by the discovery. Companies face different types of changes 

and surprises, which can be seen as different kinds of discoveries. Johanson & Johanson (2006) 

state that the discoveries can be divided into two types of discoveries: strategic and operative 

discoveries. Strategic discoveries affect somehow the entry process of the firm on a decision 

level, while operational discoveries are the ones that do not affect the process so much, but are 

good to know for the company. Discoveries are usually done through three different activities: 
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search, routine and improvisation. Intended search on a specific issue usually might bring up 

some specific discoveries unintentionally, especially at the turbulent markets. Equally, also 

specific routines may lead to discoveries even though the main purpose of those routines is not 

to discover any new knowledge. Finally, also one way for discovery is improvisation that aims 

to discovery without exact knowledge of the findings. Though, improvisation can be seen as a 

very feasible method especially at the turbulent markets, since it most likely brings up 

unprecedented knowledge for the company.  

 

What comes to the market entry process to turbulent markets, prior knowledge from the 

turbulent markets helps company to succeed; especially flexible organization that allows the 

improvisation during the entry process will more likely succeed in the market because 

improvisation is seen as the straightest way to discoveries. This flexibility and developed 

knowledge from the markets including the commitment increases the performance of the 

company on the new markets. Especially committed resources and built relationships and 

networks are seen as important commitments to the new market. The main findings of Johanson 

& Johanson’s (2006) study were that especially companies that use search and improvisation 

activities instead of routines in their market entry process most likely make strategic discoveries 

as well. This can be clearly seen from the already presented figure 6. 

 

Choosing the proper entry mode is one of the most challenging tasks for the company to make. 

The study of Ekeledo and Sivakumar (2004) suggests that especially firm-specific resources 

affect the choice of desired market entry mode. Besides, calculating the costs related to different 

entry modes is also an important part in evaluating the gained benefit and the amount of control 

of the entry mode. To analyze the entry mode selection of a company, there are four different 

groups of factors that are presented to influence these decisions: internal factors, external 

factors, desired mode characteristics and transaction specific behavior. (Hollensen 2011, pp. 

320-333) 

 

Especially the external factors such as sociocultural distance between home country and host 

country, country risk and market size and growth affect the decision on entry mode choice and 

the commitment level to the market. In the case of high perceived distance between the home 

and the host country, the company will favor entry modes with low resource commitments. The 
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same applies to country risk; perceiving high country risks encourages company to form low 

resource commitments. Besides, market size and its growth are the parameters that can 

encourage committing more resources to gain more control and flexibility in the new market. 

(Hollensen 2011, pp. 320-333) 

 

Especially on transition economies, the market entry mode depends a lot on wanted level of 

control and also on committed resources. Karhunen et al. (2008) have presented their 

conceptual model on different dimensions of ownership and control on foreign market entry to 

transition economies. The model suggest that companies choose different kinds of modes of 

market entry from low level of ownership and control to high levels of ownership and control. 

Though, turbulent transition economies usually require also local knowledge for business to be 

successful, which is why high ownership might be accompanied with low control by foreign 

company.  

 

2.2.1 Applicable market entry modes 

 

The market entry modes can be classified in different ways. Root (1994, pp. 1-22) has divided 

international market entry modes to three different categories: Export entry modes, contractual 

entry modes and investment entry modes. The export entry modes are different to the two 

others, since with those modes the “physical product” is not manufactured in the target country, 

nor it is exported there. Contractual entry modes include modes such as franchising, licensing 

and other contractual agreements. When concerning investment entry modes, many factors 

change compared to the other modes. Investments involve most likely ownership and also the 

control can be perceived at high level. Different forms of investment entry modes are 

acquisitions, Greenfield investments and equity joint ventures. In the following the most 

relevant entry modes are discussed and presented more deeply. 

 

Franchising 

 

“Franchising is a marketing-oriented method of selling a business service - -“. This applies also 

to international market entry, where the entrant and a host country entity build a relationship 

between each other. The basis of franchising is that the entrant (franchisor) transfers the most 
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necessary elements for running the business for the local entity, while the main business is still 

regulated and controlled by the franchisor. There are two different types of franchising: direct 

and indirect. In direct franchising the franchisor coordinates all the franchisees, while in the 

indirect franchising one master franchisee may coordinate more franchisees as a sub-franchisor 

in the host country. Both types may be seen as potential options for the franchisor seeking for 

new market entry, but especially with new market, the franchising format needs to be well 

formed to suit the specific market. The most advantage is gained when the franchisee provides 

the franchisor motivated effort and market specific knowledge, and besides the franchisor may 

provide the managerial support for the franchisee when needed. (Hollensen 2011, pp. 356-384) 

 

Acquisition and Greenfield investment 

 

If a company decides to establish a wholly owned subsidiary in a new country, it most likely 

has two different options: Acquiring an existing company, or building new operations from the 

very beginning as a Greenfield investment. The advantages of an acquisition are usually the 

access to existing customer base, existing reputation at the markets and a rapid way of market 

entry. Important thing with acquisitions is the communication between the investor and the 

local management, because most problems in acquisitions arise from this. To avoid possible 

problems with acquisitions, firm may build its own operations from the very beginning, which 

means that the firm has possibility to establish wanted practices and requirements without any 

influence from the old. Though, setting up a totally new firm in a new country usually takes 

more time, and requires more activities as well e.g. in building the customer base. (Hollensen 

2011, pp. 386-398)  

 

Joint Venture 

 

A strategic partnership between two or more parties is called a joint venture. A joint venture 

may provide the parties new opportunities through shared marketing, development and 

management skills. For a new market entrant, a joint venture can be a way to speed up the 

market entry. The two forms of the joint venture are the contractual non-equity joint venture, 

also known as strategic alliance, and the equity joint venture. In the strategic alliance the 

partners do not invest in the partnership, but form the contractual relationship to gain long-term 
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profits and to share the risks. The type of joint venture mainly differs in the collaboration roles: 

whether the both parties commit in the same operations in the value chain, or they have different 

competences that are enforced in the partnership. As a whole, building up a joint venture and 

managing it, is a challenging task, but as mentioned, it may speed up the market entry of one 

company. (Hollensen 2011, pp. 356-384) 

 

2.2.2 Service firm perspective and service buying behavior 

 

Research on internationalization of companies has usually focused on manufacturing 

companies only. Thus, the models presented have not been always compatible to suit service 

business since the activities vary a lot. Since many businesses nowadays include also some 

services, many researchers have started to pay attention to these. Various studies (Ekeledo & 

Sivakumar 2002; Hellman 1994; Vandermerwe & Chadwick 1989; Erramilli & Rao 1990, 

1993) have been made about the internationalization and the market entry modes of service 

firms. In the following the main findings of this research area are presented. 

 

Internationalization of service business is often considered as more risky compared to typical 

production of goods. The nature of services usually requires more control and resources from 

the company planning the internationalization. Compared to manufacturing companies, a 

service company is usually unable to expand its business step-by-step while learning and 

gaining the knowledge at the same time. To succeed, a service company has to face all the 

possible challenges at the same time and adjust its market entry strategy to suit its business as 

well as possible. (Hollensen 2011, pp. 90-102) For analyzing service firms more deeply, it is 

considered necessary to handle hard and soft services separately. This distinction was made 

also by Blomsterno et al. (2006): “Hard services are those where production and consumption 

can be decoupled. – They can often be standardized. – With soft services, where production and 

consumption occur simultaneously, decoupling is not viable. The soft-service provider must be 

present abroad from their first day of foreign operations.” “The distinction between these two 

types of services leads also different kinds of control modes of market entry. In their research 

Blomsterno et al. (2006) state that soft-service firms choose the high control mode more often 

compared to hard-service firms to gain more competence in their business where the buyer-

seller interaction is required. Besides the researchers stated that service firms favor high control 
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entry modes especially on new markets with high cultural distance between the country and the 

firm. 

 

Many studies of internationalization methods and entry-mode choices have been concentrating 

on manufacturing firms, which is why those are not always applicable to service firm’s similar 

process. Erramilli and Rao (1993) have concentrated on the entry-mode choice from the service 

firms’ perspective. They argue that “—the relationship between asset specificity and entry-

mode choice is moderated by numerous factors that either raise the costs of integration or 

diminish the firm’s ability to establish full-control modes.” Authors point out, that especially 

the control is one of the basis when choosing the entry-mode; comparing costs and benefits that 

occur in different situations give a good view to benefit-to-cost ratio that can be used as a 

support for decision making. 

 

For internationalization of service business, some specific factors should be considered. 

Adapting to local culture is one of the key issues, since especially with the service business 

local people are influenced and involved in the process usually from the both sides. With 

services usually global adaptation is also required until some extent, the core services may be 

standardized. For internationalization of services Grönroos (1999) suggests five different 

methods: Direct export, systems export, direct entry, indirect entry and electronic marketing. 

Export methods mentioned are especially considered because of the clients’ needs. Direct entry 

means usually establishing an own subsidiary, which is usually also the most challenging task, 

since the time for learning is eventually short, whereas with in direct entry the learning can be 

obtained through licensing or franchising partners. Though, it is stated, that in some sub-sectors 

of services other internationalization methods than FDIs are used. One of these alternative 

methods is international partnership that can help the companies to minimize and control the 

costs and the risks. (Roberts 1999) 

  

Many factors support the FDIs when considering internationalization of service business. 

Compared to manufacturing business, the costs and the resources committed to the 

establishment of a foreign subsidiary can be seen as lower. Additionally, certain types of FDIs 

like mergers or acquisitions provide benefits such as an existing customer base, an existing 
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knowledge and a rapid market entry instead of slow Greenfield investment. Though, mergers 

and acquisitions are usually seen as a method of market entry for late entrants. (Roberts 1999) 

 

For market entry mode of service firms, two different types of features have been identified to 

drive the internationalization of service companies. These two different features are called 

“client following” and “market seeking”. The client following arises from the will to serve the 

company’s customers also internationally, which basically forces company to internationalize. 

Usually companies that are following their clients already belong to an international network 

and from that perspective already possess experiential knowledge. On the other hand, service 

companies with feasible resources and experience from the domestic markets may want to 

expand their operations to foreign markets to serve new foreign customers. Though, these 

market-seekers might face more problems because of lack of experiential knowledge. Thus, 

adaptation and high commitment is required to successfully enter the new market. (Erramilli & 

Rao 1990; Hellman 1994; Majkgård & Deo Sharma 1998)  

 

Outsourcing decisions of company’s certain operations is always a demanding task. Issues such 

commitment, quality and control are some of those what a company needs to take into account 

when analyzing their business strategy. One of the main tools for outsourcing decisions is a 

transaction cost analysis that was already presented in the chapter 2.2. Further on, Karhunen & 

Kosonen (2013) argue that also the core competencies of a company influence the outsourcing 

decision. When analyzing the most significant transaction costs of service outsourcing, 

Karhunen & Kosonen (2013) point out types of costs such as performance and quality 

monitoring, legal compliance and transparency monitoring, assessing partner’s reliability and 

having own service production and outsourced service at the same time. Especially in Russia, 

the legislation raises also the customer’s responsibility on service provider’s operations. Thus, 

this leads to continuing need for control over each partner and that way raises the costs. The 

implications of these findings are that especially foreign companies entering Russian markets 

consider the outsourcing decisions and service buying from different perspectives depending 

on their core competencies and their perceived transaction costs. 
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2.3 Choosing the appropriate market entry mode to international markets 

 

As presented in this chapter, there exists a number of factors that affect the internationalization 

decisions as well as the desired market entry mode. Johanson and Vahlne (1977) stated in their 

Uppsala model that companies tend to internationalize to markets that are physically close and 

the process is affected by commitment and knowledge factors. In turn, the transaction cost 

economics theory presented by Coase (1937) intends to define the model for operating at the 

market with minimized transaction costs. In their extended transaction cost economics theory, 

Blomqvist et al. (2002) brought up different possibilities for organizing the governance 

structure, including the partnering model. In their redefined model, Johanson and Vahlne (2009) 

also brought up the importance of networking, which has been seen as a one method for 

internationalization as well by many researchers. When deciding the most suitable market entry 

mode, many different factors imply. Evaluating the market, the required commitments and 

combining the possible market entry modes, form a many-stages process about the actual 

internationalization process. To handle these different factors affecting the decisions, a 

simplified process for evaluating different markets and operating models is presented in figure 

7. 

 

The process starts from defining the goals and objectives for the particular market. Based on 

goals, the level of commitment to the particular market should be defined and the desired 

governance structure should be chosen. After defining the governance structure, determining 

of the costs and benefits can be done through analysis of benefits and costs arising from external 

and internal capabilities. Since part of the costs and benefits arise after implementing, the 

evaluation of the overall economic impact should be done by assessing the impact of the desired 

structure to learning and knowledge about the market. This process can be repeated until the 

desired structure and mode with maximized production and minimized costs is found. After 

implementation of the desired structure and performing market entry, the governance structure 

can be redefined when the situation at the market evolves. 
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Figure 7. Simplified process for defining and implementing the market entry.   
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3 RESEARCH DESIGN AND METHODOLOGY 

 

The research strategy should be chosen based on the actual objective of the research. This 

determines the most suitable research and analysis methods to conduct the research. Different 

methods also exist for collecting either quantitative or qualitative data. What should be noted 

is that no research strategy is better or worse compared to others. The main purpose is that the 

chosen strategy enables answering the research questions of the research. Further on, the 

research approaches can be divided either to inductive or deductive approaches. Inductive 

approach aims to building the theory during the research whereas deductive approach utilizes 

the existing theory. (Saunders et al. 2009, pp. 124-167) 

 

In this chapter the overall research methodology of this research is presented. The chapter is 

started by describing the qualitative research. This research aims to understand certain factors 

at the Russian market and to build a suitable model for the internationalization, which leads to 

the selection of qualitative research method in this study. After this, the data collection methods 

and the research process and its stages are presented as well. Finally, the list of interviewees of 

the research are listed. 

 

3.1 Qualitative research  

 

For implementing this research, qualitative research methods were used. “Qualitative data 

refers to all non-numeric data or data that have not been quantified and can be a product of all 

research strategies.” (Saunders et al. 2009, pp. 480) The data of qualitative research can include 

anything from short answers of online survey to transcripts of interviews or policy documents. 

The analysis process of the qualitative data starts already from the preparing stage. Especially 

with audio-recorded interviews, transcribing the data ease the further analysis process. 

Depending on the methods used for the analysis, categorization, summarizing and structuring 

of the data can be used to form conclusions from the basis of recognized relationships and 

developed propositions. (Saunders et al. 2009, pp. 480-516) 

 

Tuomi & Sarajärvi (2009, pp. 71-90) have listed the general data collection methods for 

qualitative research, which are interview, survey, observation and information collected from 
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various documents. These different methods can be used separately or together depending on 

the problem or resources related to the research. The listed methods are not only qualitative, 

but can be used also for collecting quantitative data. The idea behind the interviews is very 

simple: solving out the actual thoughts of persons. Interview as a method is very flexible, since 

the questions can be repeated and clarified always when necessary. One benefit for the 

interviews is also the interviewee selection, which guarantees that the interviewees have actual 

experience about the research object and can provide valid information. 

 

3.2 Data collection and research process 

 

The objective of this research is to form a market entry mode to Russian markets for an 

accounting firm. The primary data for the research was collected through semi-structured 

interviews.  Semi-structured interview is supported by certain pre-selected themes and 

questions prepared for this theme. Interpretations and meanings provided by interviewees are 

highlighted in semi-structured interviews. (Hirsjärvi & Hurme 2001, pp. 48) The idea in semi-

structured interview is to find meaningful answers to defined research problem. Pre-selected 

themes are based on the existing information about the research object and to some extent 

known framework of the research. (Tuomi & Sarajärvi 2009, pp. 71-90) 

 

In the beginning of the research, a literature review of existing literature about 

internationalization and market entry strategies was conducted. The literature review was 

formed from materials such as books and articles collected from various sources and databases. 

For literature review, the most common keywords were related to internationalization, foreign 

market entry, service business and Russian market. 

 

As mentioned already earlier, the primary data was collected through semi-structured 

interviews with various specialists from Russian markets whereas the secondary data consists 

of interviews conducted by separate sub-contractor. Additionally, empirical data was collected 

from unofficial meetings, through project related business trips to Saint Petersburg and through 

discussions with Management of the assigned firm. 
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Interviews were conducted with various specialists from Russian markets: managers from 

companies operating in Russia, management consultants and local entrepreneurs. A total of five 

interviews were conducted directly with persons having experience from the Russian market. 

Additionally, sub-contractor who conducted the interviews in Russia and mainly in Russian 

language, conducted 21 interviews. For the interviews, semi-structured model was used, so that 

the interview could proceed easily. Open questions were used so that the respondents were able 

to answer freely. Exceptionally, in the interviews conducted by the sub-contractor some closed 

questions were used, since one purpose for these interviews was sales-driven. 

 

In the interviews, first few questions were asked about the overall business environment and 

about the challenges in establishing and operating business in Russia. In addition, some country 

specific questions about the business behavior in Russia were asked. In the second part of the 

interview, the perceptions and experiences about the accounting services were asked to 

recognize potential key factors affecting the decisions at this area. The interviews were 

conducted either as phone interviews or by using Skype software. The interviews were also 

audio-recorded for further analysis. 

 

The existing plan for serving customers at Russian markets could be serving Western 

companies that already operate or are planning to start operating in Russia. For this reason, 

most of the interviews were conducted either with Finnish persons or with companies with 

Western origin. In addition to these, also one local accounting entrepreneur was interviewed to 

attain more knowledge about the behavior of local customers and about the market trends. The 

interviews were conducted either in Finnish or in English. 

 

For the secondary data, a sub-contractor as a part of the larger project conducted additional 

market survey. The market survey was mainly conducted through phone or face-to-face 

interviews in Russia. The structure of the interviews was planned together to support both 

projects, and as mentioned, these interviews included also sales-driven questions. The data from 

the interviews was collected and delivered separately for this research together with overall 

report of the survey. The interviews conducted by the sub-contractor were not audio-recorded. 
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To gain good results from the interviews, the important factor was that the interviewees had 

specific experience from the Russian market. All of the interviewees were working or had 

worked in Russia for several years. In table 2, all the interviews, including interviews conducted 

by the sub-contractor are listed. 
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Table 2. List of interviewees. 

Interviewee’s Title 
Company type (Origin 

country) 
Nationality 

Primary / 

Secondary Data 

Commercial director 

Country director 

Country director 

Entrepreneur 

Entrepreneur 

Head Accountant 

General Director 

Finance Director 

Chief Accountant 

General Director 

Financial Director 

Chief Accountant 

Chief Accountant 

Chief Accountant 

Development Director 

General Director 

Chief Accountant 

Chief Accountant 

Financial Director 

Office director 

Business Consultant 

CEO 

Manager 

Head of office 

Head of Region 

Entrepreneur 

Accounting firm (Russian) 

Resales (Finnish) 

Manufacturing (Finnish) 

Various 

Various 

Construction (Russian) 

Trade / (Finnish) 

Restaurant chain (Russian) 

Human resources (Finnish) 

- 

Construction (Norwegian) 

Textile industry (Finnish) 

- 

Engineering (Finnish) 

Consulting (American) 

- 

Food products (Finnish) 

Educational Services 

Culture (Finnish) 

- 

Consulting (Swedish) 

Property Consultancy 

Resales (Finnish) 

Travel services (Finnish) 

Consulting (Finnish) 

Accounting (Russian) 

Russian 

Finnish 

Finnish 

Russian 

German 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

N/A 

N/A 

Russian 

Russian 

Russian 

Russian 

Russian 

Russian 

Finnish 

Russian 

Primary 

Primary 

Primary 

Primary 

Primary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 

Secondary 
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4 ACCOUNTING MARKETS AND MARKETS IN GENERAL IN 

RUSSIA 

 

In this chapter the results from the interviews and market analysis are presented. The Russian 

business environment was briefly presented in the introduction chapter, but based on the 

interviews and other discussions conducted during the research more detailed knowledge can 

be presented. Additionally, emphasis is given for analyzing the situation at the accounting 

markets and what kind of risks for the business exists at the moment. Finally, the behavior of 

the potential customers is analyzed. 

 

The data collection methods were already discussed in chapter 3, though more precise insight 

for the analysis of the results should be given. As was mentioned, the primary data for this 

research was collected through semi-structured interviews. The interviews gave especially a 

throughout look to opinions of the managers and professionals of Russian market about the 

current market situation in Russia. Almost in every interview, the current difficult situation at 

Russian market was brought up. The experienced change at the market and overall experience 

of interviewees from operations in Russia enabled the collection of versatile data through open 

answers. 

 

The data collection was supported by the secondary data and interviews conducted by the 

separate sub-contractor. These interviews brought up especially special issues to consider when 

entering the market, and certain dynamics of the accounting market in Russia. From the answers 

of the interviews can be interpreted the fact that many of the interviewees have not experienced 

such a strong trust towards the interviewer compared to the interviewees involved in primary 

data collection. This showed up as short and general answers instead of more deepen 

information sharing. However, also good recommendations and even meetings were scheduled 

based on these interviews to foster the actual business at the market. 

 

After conducting all the interviews and collecting the materials, a certain structure for the 

analysis of the results was used. After collecting the data, all the materials were read through 

or listened carefully multiple times. Recognizing and collecting the similarities and differences 

from the materials was then used to form the structure for the findings and to combine the 



  

   

 

35 

primary and secondary data. These findings are discussed next with the help of citations from 

the interviews. 

 

4.1 Russian market situation at the moment and business opportunities 

 

Russia is a huge market with huge opportunities. The market as a whole creates enormous 

amount of possibilities to do business, but there exist also challenges that test the company’s 

offering and its suitability to the market. Russian market as a whole has suffered from the 

ongoing crisis as mentioned already in the introduction. Main reason for this has been the high 

level of dependence of Russian economy from the energy sector.  

 

“Today Russian business has very serious dependence on natural resources (oil & gas). In my 

opinion if Russia would have used the resources in more effective way, our economy would be 

in a much better shape.” 

 

Though, this situation of course creates some opportunities as well, especially for companies 

that can provide cost-efficiency and reliability for their customers. As a whole, the business 

environment has suffered in Russia during the crisis. Especially for the Western companies that 

would prefer Euro-valued profits from the market, the crisis has created problems because of 

the decreased purchasing power and low valuation of Ruble. The development of exchange rate 

from Euro to Ruble from the past five years is presented in figure 8. From the figure can be 

seen that the devaluation of Ruble has been even more than 50 per cent compared to the time 

few years back. 
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Figure 8. EURRUB Exchange rate (Trading Economics, 2015b) 

 

“Getting profits in Euro -currency, as well as in Dollars, but especially in Euros is extremely 

difficult at the moment.”  

 

The on-going crisis and the unstable market situation forces the companies to reinvent their 

operations at the market. The same problems are face by both Western and Russian companies. 

The devaluated ruble can be seen in a daily life of people as decreased consumption of more 

expensive products. The situation of course affects also the functions of companies in their 

business. This can be seen for example in different methods to keep business profitable and 

competitive. Often these methods might not be so favorable for Western companies. 

 

“The biggest challenge at the Russian market is so-called unfair-competition. - - Many local 

companies do not work with Western standards, which gives them unfair competitive 

advantage. - -Unfortunately the so-called cheating-trend is returning at the moment.” 

 

“Some Russian companies operate with different standards compared to what we have learnt 

in Western countries. - - From this perspective they achieve competitive advantage by operating 

in the so-called grey-sector of business.” 
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Even though the market is challenging in Russia, the business environment creates also many 

opportunities for the companies operating at the market. Looking back to the reasons for the 

earlier market entries by the Finnish companies it can be clearly seen that the size and the 

opportunities of the market and the overall environment have been very intimidating for the 

companies. Russia as a transition economy has provided opportunities for companies to expand 

their business to Russian market with many different factors. 

 

“Back then (During the market entry in 2005) things that affected the entry were cheap entry, 

qualified workforce available and cheap premises, but in turn the risks were also high” 

 

During the 21st century, the Russian business environment has improved significantly. This has 

occurred as increased supply of offices, increased level of educated workforce and in overall 

improvement of the business environment. Thus, the current situation in Russia has affected the 

market so that there has been experienced a dramatic drop especially in the price-levels at the 

market. This of course affects not only the possible profitability of business, but also the price 

of the intended market entry. 

 

“In my opinion, if you (company) want to come to Russia, now the entry is cheaper than ever 

before during the last ten years.” 

 

Based on the interviews and other data collected during this research, it can be clearly stated 

that the market environment in Russia is very demanding and challenging. Though, the market 

size is so huge that the business opportunities still exist at the market. Of course, there exists 

also several risks at operating in Russia, but these will be discussed in the upcoming chapters. 

For the company operating at the Russian market, it is clear that it can bring some additional 

value for the company from the gained experience from operating at the challenging market 

such as Russia. 

 

”Russia has been image – and credibility –factor for us somehow, because operating there is 

very challenging. - - Actual straight advantage for other international markets there has not 

been for us from Russia- -.” 
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4.2 Market analysis on accounting markets 

 

The accounting market in Russia and in Saint Petersburg is very fragmented. There exists 

uncountable number of companies providing accounting services for their clients. The reason 

for this is that there only part of the companies are registered and besides there are even 

thousands of companies of one or two employees, and usually many of these companies are not 

registered since their business is very small. Though, based on the records the total income of 

outsourced accounting services companies in Russia was approximately 142 million euros in 

2014. Though, it should be stated that these are only registered figures and there exists markets 

also at the “grey area” of business that are most likely not included in the statistics. 

 

What should be noticed, is that there can be identified the main players from the market. Many 

of the companies provide also other services besides accounting such as consulting, legal and 

auditing services. The amount of turnover among the thirty biggest companies in the market 

vary between 0,5 and 10 million euros per year. The current trend at the accounting markets 

has been that because of the on-going crisis many companies are moving their bookkeeping to 

in-house bookkeepers. Reasons behind these actions at the moment are versatile, but some key 

issues can be identified. During the interviews, it was often stated that especially Western 

accounting companies tend to charge significantly high prices for their services even though 

the amount of work would not be so high. 

 

“We had outsourced functions (accounting) for the first 10 years; first it was fully outsourced, 

then it was divided so that we did the Russian bookkeeping by ourselves and the Western 

bookkeeping for reporting was outsourced. - - I decided to train own accountant for Western 

accounting and the cost for this was one fifth compared to the outsourced (accounting).” 

 

The above-mentioned phrase describes well the situation at the Russian accounting markets at 

the moment. Many well-known western companies charge high prices from their western-based 

customers. Usually the brand plays a significant role when a new entrant to the Russian market 

is looking for the reliable partners. Though, as the crisis has affected also the amount of new 

companies willing to enter Russian market, many companies might face the pressure of keeping 

turnover levels at the wanted level. 
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“But I would say that the crisis is kind of a test. - - Some companies will have to go away 

because the business process is not so good, because they are dependent on some big customers 

or some strategy was wrong. It is kind of examination. For us this test works well even from 

beneficial point of view, it really showed that our business processes are adopted these 

turbulent situations.” 

 

Difficult period certainly cuts off or weakens the position of some companies at the market 

because even Western companies are looking for ways to optimize their costs. Taking into 

account all the time growing amount of educated people and capable work force in Russia, even 

more companies are deciding to internalize their accounting through educating their own 

accountants to take care of all the necessary functions. Even though the overall outsourcing 

market is still growing, the current situation creates pressure for the companies to maintain their 

existing customers and to acquire new as well. Considering new customers, especially Western 

accounting firms at the market concentrate especially on other Western companies who already 

operate at the market, or are willing to establish new business in Russia. Since lately the amount 

of new market entries has decreased significantly, the competition for the new customers is 

getting more aggressive. 

 

4.2.1 Competitors in St. Petersburg 

 

Like mentioned in the previous chapter, the competition for the new customers is very tough at 

the moment at accounting markets in Russia. For the accounting companies operating at the 

market, the main competence is the brand. In St. Petersburg operates already plenty of 

international companies providing accounting services for both international and Russian 

companies. Especially two Finland based companies, Konsu Accountor Group and Leinonen 

Group already hold a remarkable position in St. Petersburg. Besides, also other Western 

companies such as Schneider Group (previously known as Russia Consulting) and Awara are 

present as one of the biggest and well-known players in the market.  

 

“There are two well-known companies Awara and Konsu who provide these (accounting) 

services for Finnish companies, who operate with very similar pricelists.” 
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Besides the brand, one of the most important competitive advantages of the companies is their 

offering and actually the broadness of it. The more comprehensive offering the company can 

provide for the new market entrant, the more likely it is going to commit the customer to use 

its services. The most typical services that attract new customers are different kinds of 

consulting and legal services besides the actual accounting services. The reason for this 

combination is clear; since the Russian market as a whole is very demanding and establishing 

new business requires specific knowledge about the legislation and general practices, the new 

market entrants are willing to rely on partners that can offer them the full services and support 

at the market. 

 

Even though the competition at the market can be even very aggressive at the moment, there 

can be noticed remarkable issues that support the existence of opportunities at the market. In 

many cases, it was stated that even though the current solution provider was recognized as a 

reliable and well-known service provider at the market, often there were factors that affected 

lso negatively in the current image of the company. These kind of factors are for example high 

prices compared to the quality of the service, low flexibility according to the needs of the 

customers and unwillingness to dedicated accountants for particular customers. Next, some of 

the already mentioned competitors operating at the market are analyzed shortly from the basis 

of available information about their business. 

 

Accountor 

 

Accountor is one of the most well-known companies at the accounting markets in Russia, 

especially among Finnish companies. The operating history of Accountor extends to year 1992, 

when an accounting company named Konsu entered the Russian market as one of the first 

Western accounting companies in Russia. The company grew its business through providing 

accounting services on Western basis for the companies operating in Russia. Besides, the 

offering was broaden to include various legal and consulting services about establishing 

business in Russia. Currently Accountor has its offices located in Saint Petersburg and in 

Moscow and its turnover in 2014 was approximately 235 million rubles. (Accountor 2015; 

Etelä-Saimaa 2009; RA Expert 2015) 
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The offering of Accountor consists of comprehensive services for accounting, auditing, HR and 

financial advisory services. Like most of the companies at the market, also Accountor has focus 

on full-scale services, to provide all the financial services for the customers. Besides, Accountor 

provides also legal services, which is actually a good way to generate competitive advantage to 

other companies, because especially at the Russian markets also legal services and the 

compliance of all the documents is crucial.   

  

Leinonen Group 

 

By comparing the statistics available, Leinonen can not be identified so clearly from the  

Russian markets. Though, Leinonen is well-known among Finnish companies, and besides 

Russia it has a very wide presence in Eastern European countries. Currently the company has 

presence in eleven countries with thirteen offices. In Russia Leinonen has operated already 

since year 1995 in Saint Petersburg and since 2006 it has had office also in Moscow. For its 

customers Leinonen provides simple accounting and administration services, payroll 

management and advisory and auditing services. The main competitive advantage of Leinonen 

is its wide presence in Eastern Europe and the experience gained from these markets. (Leinonen 

2015) 

 

Schneider Group 

 

Schneider Group, previously known as Russia Consulting, is currently the biggest accounting 

company at Russian markets. The company was established only in year 2003, but in a short 

period it has grown to cover wider services in different countries. Schneider Group’s services 

consist of accounting, tax consulting, market entry support and other outsourcing services. The 

main idea of the company’s services is to provide one-stop service for its customer, which 

means that it can support its clients in all their needs. Since this model is widely present and 

typical for Russian markets, Schneider Group has broadened its business to other similar 

countries as well to provide added value to its customers. (Schneider Group, 2015)
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Awara Accounting 

 

Awara Accounting has operated at Russian markets already for 13 years. The company belongs 

to Awara Group that provides wide-scale of management consulting services in Russia and in 

Finland. The offering of Awara follows the same rules as with other companies at the market. 

The idea and the logic is to provide wide-scale of services for customers’ every needs. Besides 

accounting services, Awara’s services include legal services, auditing, recruitment services, IT-

solutions, marketing services and even business coaching services. (Awara Group 2015) 

 

Besides these already discussed companies, there exists an unmeasurable number of companies 

as stated already earlier. For the purpose of this research, these four were identified to be the 

most significant ones because of their reputation and position among Finnish companies in 

Russia. These companies are also already significantly large and they possess such resources 

that they can be classified in their own segment. Though, these companies serve also smaller 

companies operating in Russia, and based on the data collected during this research, there can 

be identified many factors that can be used as competitive advantage for new accounting 

company at the market. These are discussed in more detail in the fifth chapter. 

 

4.2.2 Companies operating in Russia and in St. Petersburg 

 

Many international companies have entered Russian markets during the last decades. 

Constantly developing huge market, its growing potential and various other reasons such as 

relatively cheap, educated workforce have affected the market entry decisions of the companies 

from small-sized companies to large enterprises. Whereas the large enterprises usually seek for 

potential new markets and business opportunities, many of the smaller companies have entered 

the market behind or together with the bigger companies as sub-contractors. Following a big 

customer to Russia has provided many companies at least a small guarantee of future cash flow, 

to support the market entry decisions.  

 

Recently, the flow of new entrants has slowed down, which is why for the companies that are 

serving these new market entrants the current situation creates also some difficulties. Since 

many companies are even pulling back from the Russian market, the competition for new 
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customers is getting harder. In the difficult situation, the companies at the market are starting 

to look for new ways of saving costs, which have led to the effect that companies are 

internalizing their accounting. Earlier was already mentioned that the price levels of the 

Western service providers are extremely high at the market, which can be seen as a one reason 

for this internalizing trend. Besides the cost savings, companies are also looking for better 

flexibility, reliability and control for their important business functions such as accounting.  

 

4.3 Risk analysis on the market 

 

Like already mentioned, the Russian market and the overall business environment is extremely 

challenging. Various different risks for operating at the market can be identified. Of course, the 

on-going crisis affect the market situation which generates already a number of risks, but also 

excluding the effect of the crisis, the Russian market has its own implications that require 

certain dedication to handle. The most important risks and their effects on business recognized 

are presented in table 3. 
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Table 3. Most important risks at the market. 

The risk Explanation Effect Possible actions 

Unstable market 

Crisis, devaluation of the 

ruble and other issues 

make the market 

difficult to control and 

forecast 

Complicates forecasting, 

controlling the business 

more challenging 

Active follow-up on 

market trends, 

reasonable expectations 

Corruption 

Illegal actions to affect 

the business, bribes, 

additional costs for 

business  

Unfair competition, lost 

business opportunities, 

legal issues 

Simple zero-tolerance 

on corruption 

Bureaucracy 
Various functions and 

procedures with officials 

Additional work and 

costs for the business 

Punctuality, personal 

relationships, image 

Loyalty, 

reliability and 

quality 

Loyalty and reliability of 

employees and 

management, quality 

issues with customers 

Unwanted quality, 

turnover of employees, 

unsuccessful business 

Comprehensive control 

over the management, 

loyalty to employees 

Legal issues 

Unwanted and 

unexpected surprises 

concerning the business 

In the worst case even 

losing the business  

Punctuality of contracts, 

legal support 

 

 

Unstable market 

 

One of the risks that create especially uncertainty about the market is the unstable market that 

leads to difficulty of forecasting. Uncertainty of the overall environment at the market and the 

fluctuation of the currency are just some of the factors affecting this. Besides, the behavior of 

the customers and the other changes at the market make the overall forecasting for business 

very difficult. 

 

"Market entry is based on some kind of budget about becoming turnover, but at the moment it 

cannot be created at all. - - At this moment, a company entering the markets cannot know how 

much sales will be expected, or how many years they should handle losses before gaining 
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profits. The future exists, but what it is, it cannot be told. That is the biggest reason why Western  

companies are not so willing to enter the market, and even some are withdrawing from here 

(Russia). Some kinds of forecasts of course can be done, but there is not any guarantee for 

these.” 

 

The effect of the difficulty for forecasting can be estimated from different perspectives. 

Basically it is about the willingness of the management to take the risk with the market. Making 

the forecasts with special caution and without high expectations are some of the ways to manage 

ability of this risk. In addition, various commitments and investments to the market, such as 

marketing, active networking and sales may improve the possibilities for positive results at the 

market. Based on the investments and commitment to the market, the company should estimate 

its capability to finance the operations at the new market. Capability to bear losses during the 

early stages of the company at the Russian market should be estimated and certain parameters 

for the ability to continue at the market should be decided clearly. 

 

Corruption 

 

As presented already in the introduction, corruption is still one of the major risks at the Russian 

market. Corruption can be seen as a survival method for many companies in Russia, but 

especially for Western companies avoiding corruption is necessary. Involvement to corruption 

usually creates problems at some point, which might damage the business partially or even 

destroy the business opportunities at the market because of the decreased credibility. It might 

also lead to legal issues, because in the most cases corruption is connected to illegal actions. 

 

”When you work ‘by the book’, you rarely face corruption. - -One important thing is to ensure 

that your employees do not accept any (corruption money). - - At the end the invoice is paid by 

the buying company.” 

 

“You (director) understand to stay away from everything (corruption) and to keep your 

employees away from it, because in the end you (director) are responsible for everything” 
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Corruption as an issue is widely present in Russia but on the other hand, operating always on 

legal standards and obeying the laws works as a fence or a filter for the different kind of 

questionable situation. The simplest way to avoid most of the issues with corruption is to 

emphasize a clear zero-tolerance for corruption in the organization. As mentioned in the 

interviews, in the end the company by itself pays the costs of the corruption, but the particular 

employees collect the additional money illegally.  

 

Reliability, loyalty, quality and Legal issues 

 

Reliability and loyalty may not be straightforward risks, but the lack of these may create several. 

In Russia, the legislation can give the CEO of the company basically unlimited authorities 

which means that from the perspective of the company and its owners, the CEO should be as 

reliable as possible. Surprisingly many of the interviewees pointed out the fact that there has 

been several examples of unreliable partners.  

 

“There are cases where the CEO has used the authority of Russian CEO and captured the 

company from the actual owners. - -If you don’t have clear and very strict control about it (the 

business and the CEO), this kind of surprises may show up.” 

 

In many cases, the reliability comes from the mutual loyalty between each other. The 

interviewees were also asked about Russians as a workforce, and the most common opinion 

was that Russians are very loyal and fair employees when the employer or the manager is loyal 

and fair to them as well. In other words, the manager usually has a very significant role taking 

care of the quality of the work, fluency of the daily business and control over the employees. 

Besides, the owners should have a strict and close control over the top management in Russia 

to ensure the continuity for the business.  

 

“The biggest success for us from the beginning was finding the CEO and head accountant who 

turned out to be absolutely reliable and whom we knew already.” 

 

Finding the suitable and reliable partners and employees, can ease doing business in Russia 

remarkably. This can also reduce possible costs that evolve from the operations. For example 
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when operating with a partner at the market, reinforcing and controlling the quality creates 

costs. When having own operations at the market, the CEO of the local company is responsible 

of the business and should have the control over the business. From this perspective could be 

stated that finding reliable and loyal partners is one of the key issues for successful business in 

Russia.  

 

When operating in Russia, certain emphasis should be given also for legal aspects of the 

business. All the contracts with different parties should be always prepared and checked 

carefully because the risk of unwanted conditions can exist also in the documents. In the cases 

of legal conflicts with customers or other parties, usually all the imperfections could be pointed 

out. To prevent these kinds of attempts of abuse, help of professional legal advisors should be 

considered. 

 

4.4 Special features at the market 

 

Already in the introduction of this research was mentioned, that just like all the different 

markets, also Russian market holds its own special features that should be taken into account 

when operating at the market. The most important features that came up during this research 

were especially the buying behavior of Russian entrepreneurs, importance of the personal 

relationships and the widely differing expectations of the customers. 

 

The service buying behavior varies a lot for example between Russian and Western companies. 

The Russian mentality on buying services depends a lot on age or generation of the management 

of the companies; the younger generations tend to possess more Western behavior, whereas 

older generations are not so open for new solutions. This means that it is extremely hard to sell 

any kinds of services for companies when the business is working fine. However, when some 

problems exist, the situation is corrected as fast as possible based on the actual need. This is 

actually one of the explanations why Western accounting firms are concentrated on serving 

other Western companies instead of trying to grow the Russian customer base as well.  

 

“They (Russian customers) think that when something gets wrong, they will immediately find a 

good partner. So even when you try to persuade them like “don’t you guys want to have an 
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option number two, an additional option, which you could use in case of some difficulties” they 

say “no, when I have difficulties, I will call you.”” 

 

However, even if the Russian mentality and buying behavior may differ from the typical 

Western models, it is seen as beneficial to build the relationships especially during the ongoing 

crisis. Of course, the relationships are important at any market, but especially in Russia building 

the trust between each other can in some cases be even better guarantee for business than actual 

contracts. Building strong relationships and active presence at the market and maintaining the 

relationships can be seen as potential way to create future cash flow. Through strong 

relationships and presence at the market, also important credibility can be built.  

 

“In the country of relationships, you need to be there when situation is bad at the market. - -If 

you enter the market during the bad times and build relationships, it might generate some future 

cash flow.” 

 

In the introduction chapter the term “Blat” was presented briefly. The idea behind the term is 

basically doing favors to each other, and often in many cases the term can be connected to 

criminal activities as well. During the interviews of this research, it was noticed that this term 

and its function is not so well known. Most of the interviewees were not familiar with the term, 

and after explaining the concept behind it was often stated that the term is more connected to 

criminal activities and perhaps to political factors. Even though the interviewees were not 

familiar with the term, based on the answers of the interviews it can be stated that the ideology 

of blat exists in Russia, but mainly in personal relationships unrelated to business and also 

excluded from the illegal actions. 

 

When comparing the expectations of customers in Russia, the customers can be divided to 

Russian and Western customers. As mentioned already earlier, the Russians prefer to solve 

problems when they exist and not to prepare for the future. This factor of course affects the 

possibilities for acquiring new customers. However, as was also mentioned, the behavior varies 

between younger and older generations. When looking at the expectations of Western 

companies, and especially new market entrants, the main expectation is to get full service 

starting from the consultation about establishing business until daily routines of accounting. 
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This sets pressure for the service provider to improve the offering to manage most of the needs 

of customers. However, this usually leads also to better customer stability, which in turn helps 

to generate profits in a long run. 

 

“From the beginning (in Russia) the company was our partner; they helped with setting up the 

firm and with all the functions related to establishing a company and after that accounting was 

left for them for a long time.” 
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5 MARKET ENTRY MODE 

 

As stated already before, operating in Russian market requires a lot of commitment if the plan 

is to establish own operations. In this chapter two different possibilities are presented for market 

entry to Russian markets. These two different options represent two different kinds of ways of 

operating market with different kinds of commitment levels and resources required. The reason 

for presenting two different options is explained with the fact, that the current situation at the 

market creates a huge amount of risks, and depending on the willingness to threaten those risks 

will affect the final decision about the market entry mode. 

 

The two different market entry modes presented in this chapter are Partner Network –model, 

which represents a model of low commitment and resources with significantly small risks, and 

market entry with acquisition of an existing company at the market. The two different entry 

modes have their own specific features that affect the level of commitment, required resources 

and also expected profit from the market. These two different modes are presented and analyzed 

more precisely next. Finally, these both are evaluated with the help of formed framework.  

 

5.1 Partner Network model 

 

Partnering and networking are important factors for business nowadays. In many cases, e.g. 

finding the most suitable business partner or holding the right position in a network can be very 

crucial for the development of the business of a firm. From the perspective of entering the 

turbulent Russian markets, building a Network of similar service providers instead of 

establishing own operations, can be seen as a low-risk option that requires only minimal 

commitment. Though, depending on the particular model of the Partner Network also the 

revenue and costs generated from the model can be hard to forecast. 

 

From the basis of acquired data during the research and overall project, a certain model for the 

Partner Network has been formed. This model is presented in figure 9. From the starting point 

of the Network, only one certain Partner should be identified in the target market. Only one 

Partner per each market at the first phase of Network development enables more comprehensive 
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co-operation between the parties. The flows between the parties consist of information, specific 

market knowledge, certain customer data forwarded on particular customers’ promise and 

actual customer leads. From the basis of established new customer relationships, also money 

transfers will be generated in a form of sales commissions. After the first phase of building the 

Network, when some specific market knowledge has been acquired as well, the Network can 

be expanded through recruiting new Partner from the same market and from different industries. 

These additional growth phases of the Network will create more added value for the customers 

through the broadened offering. 

 

 

Figure 9. The phases of the Network and flows in the Network. 

 

5.1.1 Choosing and evaluating the potential Partners 

 

When establishing a Partner Network, and recruiting potential Partners, certain requirements 

should be formed. The obvious requirements emerge from the basic values of the organizing 

firm. Operating efficiently in the network requires usually mutual interests from all the parties 

and for this, as a supporting factor can be seen mutual interests and values. Besides, factors 
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such as business skills, overall quality of operations and international orientation should be 

evaluated. The general requirements for the potential Partners are listed in the table 4. 

 

Table 4. General requirements for Partners. 

Requirement/ Value Explanation Measurement 

Entrepreneurship 
Main value of the organizing 

company, generates value to 

small customers 

Observing, customer 

references, existing business 

model 

International experience 

Experience from operating 

with international customers, 

language skills, 

communication 

Based on customer data and 

potential customer 

references 

Quality 
Overall quality of the 

operations, customers 

service 

Customer references, 

observing at the premises 

General business skills 
Ability to develop business 

within the network,  

Observation in meetings and 

negotiations 

Interest 
Motivation towards joining 

and developing network 

Observation in meeting and 

negotiations 

  

 

After evaluating the potential Partners with the help of identified general requirements, a deeper 

analysis should be done with these particular Partner candidates. For analyzing these Partners 

thoroughly, a Partner analysis tool was modified by exploiting the existing example in the 

literature (Hollensen 2011; Lasserre 2012; Root 1994). The tool takes into account factors from 

the areas of finance, organization, market, production, relationships and negotiations. All the 

different parts are given certain weight and they are graded from one to five. After evaluating 

all the sections, a particular grade is given for the Partner candidate. The results of the 

comprehensive analysis can be then used for the final decision about the most suitable Partners. 

The Partner analysis tool is presented in figure 10. In the presented figure, the weights given 

for different sections are directive, and should be modified based on the desired requirements. 
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Figure 10. Partner analysis tool. 

 

As was mentioned, the Partner analysis tool was modified and further on developed based on 

the existing examples in literature about evaluating potential business partners. The analysis of 

the potential Partners should be conducted with serious attention, to ensure most effective 

cooperation after selection. For this purpose it was seen as crucial to give weight for each 

section, so that these could be modified then based on the target market and actual requirements 

of the market. Further on, also the values and other requirements that arise from the organizing 

firm should be noted in the analysis. Giving the score for Partners also enables simple 
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comparing of various candidates in the selection process. Additionally, it should be noted that 

due to the wide scale of information required for the analysis, the actual conducting process 

requires in-depth conversations with the Partners, which therefore also improve the personal 

relationships and trust between the parties. 

 

5.1.2 Special features and risks affecting the entry mode decision 

 

Creating a functioning Network of Partner firms is probably one of the less-riskiest methods to 

enter the Russian market. However, the revenue-generating potential of it is also very difficult 

to forecast. The revenue-generating method of the Network model is based on the customer 

flow between the Partner firms. Customer flow from Finland to Russian market generates 

profits from the commissions of newly established customer relationships. Besides, the 

customer flow from the Russian Partner to Finland generates long-term revenue in Finland in 

the same manner. Anyway, the revenues generated are dependent on the activity of the Network 

and the flow of information and customers between the Partners. This of course requires more 

commitment and resources dedicated for the market, which in turn creates more transaction 

costs from monitoring and coordinating the operations in the Network. These are discussed 

further in chapter 5.3. 

 

Just like all the market entry modes, also the Partner Network model has its own risks. Since 

the Network does not require large financial investments, the risks most likely do not create any 

significant financial losses. However, building the Network from scratch requires large amount 

of work, which of course shows up as high ex ante costs. Risks that arise from the building of 

the Network and from managing the Network are related to especially controlling the quality 

and ensuring the correct behavior of the parties in the Network. The only remarkable risks are 

related to the Partner recruitment, which directly also affects the quality issues. If the Partner is 

not able to provide high quality services for the customers, these may affect the reliability of 

the Network and the parties as a whole. In table 5 these different risks are placed based on their 

probability and potential consequences or effect on the business.  
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Table 5. Probability and Consequences of the risks of Network-model. 

Probability Consequences 

 Small 

(Insignificant) 
Minor Moderate Major Catastrophic 

Almost 

certain 
     

Much likely      

Average  Corruption    

Unlikely Legal issues 
Quality 

issues 

Unsuccessful 

Partner 

recruitment 

  

Rare Bureaucracy     

5.2 Acquisition of an existing company 

 

In the theory part acquisitions and Greenfield investments were presented as methods for 

establishing a wholly owned subsidiary in the target market. When considering Greenfield 

investment, it means that all the operations should be built from the beginning, which of course 

requires huge amount of time and resources, as well as financial investments. Especially in 

Russia, where the personal relationships are very important, building a new business from 

scratch would be very time consuming and costly. To enable fast and fluent market entry an 

acquisition of an existing company is recognized to be a suitable market entry method. 

Acquiring an existing company provides a fast access to markets with existing customer base 

and infrastructure including premises, employees and existing relationships with necessary 

institutions and other parties. 

 

Just like building the Partner Network, also preparing an acquisition requires preparing and 

commitment of resources. Particular market knowledge and to some extent built relationships 

at the Russian market are important factors that should be obtained already beforehand before 

the acquisition to enable more efficient processes. The actual model for executing the 

acquisition and risks related to this are discussed next. 
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5.2.1 Actual model for executing the acquisition 

 

Implementing an acquisition starts from recognizing the potential company to be acquired. For 

this purpose, similar analysis tools that were presented for recognizing potential Partners can 

be used. This process helps to build relationships that are more personal with the candidate 

companies. After recognizing the most potential companies or a company, a thorough due 

diligence –process is very important to conduct especially in Russia. For the due diligence –

process, especially financial and juridical views are important, to examine the actual financial 

status, actual ownerships and all the obligations and existing contracts of the company. 

Conducting a thorough due diligence –process decreases the perceived risks related to 

acquisition and supports the valuation of the company. 

 

In Russia, the business is very often affected by personal relationships. The personal 

relationships have effect for example on customer relationships as well as on employees of the 

company. Russia scores 93 at Hofstede Centre’s (2015) cultural dimension of Power distance, 

which means that the status symbols and clear hierarchy structures are important in Russian 

business culture. Taking the special implications of Russian culture into account, it is important 

that the current leaders or managers of the acquired company are committed to management 

and development of the business. The committing of the leaders of the company could be done 

through minority shares of the company. This will increase the probability of successful 

takeover in the acquisition. However, it is important that the acquiring company acquires a 

major share of the company, to enable full decision-making authority for the business. To 

protect the mother company in Finland, it is recommended to establish a juridical daughter 

company in Finland that would then acquire the company in Russia. This will protect the mother 

company from potential risks that may emerge from legal issues in the future. An identified 

model for organizing the ownerships of the acquired company, which includes the minority 

share for the original Russian owners and leaders of the company, is presented in figure 11.  
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Figure 11. Organizing the ownerships when acquiring a company. 

 

To ensure fluent takeover and continuity of business after actual acquisition, it is important to 

prepare the business plan for the acquired company beforehand. Especially when entering 

Russian market with plan to serve also international customers, several factors should be taken 

into account. As was mentioned, in Russia personal relationships are important, and the culture 

is different compared to Finland. For this reason, it should be beneficial that the Country 

Manager or the Chief Operating Officer of the acquired company would be Russian person, 

preferably one of the original owners. This ensures the hierarchy at the company and also eases 

maintaining the organization culture and existing relationships at the market. 

 

5.2.2 Risks related to acquisition and operating the business 

 

It is obvious that the risks related to the acquisition of an existing company are much higher 

compared to operating through Partner Network. However, there exist also methods to decrease 

the probability of the risks so that the overall perceived risk would not be too high for this 

particular market entry method. As was presented already in chapter 4, the unstable market 

situation sets challenges for forecasting and operating the business in Russia. Though, when 
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acquiring an existing company, this risk is less remarkable because of the existing customer 

base. Besides the existing customer base, acquiring new customers can be challenging and 

demand certain commitment, but as mentioned earlier, active presence during the financial 

crisis can be seen as a trust-building factor among potential customers. A crucial factor related 

to customers is also the overall quality of the provided services. In the worst scenario, the 

quality issues may affect the overall reliability and status of the company, which is why certain 

attention should be given for ensuring the quality. In order to improve the offering and 

perceived quality by the customers, continuous training should be organized for the employees. 

 

Other issues that may show up when operating the business in Russia are of course corruption, 

bureaucracy and legal issues, which were already discussed in the fourth chapter. Strict and 

thorough control over the business is the simplest way to reduce the risk arising from these 

factors. Basically, simple zero-tolerance with corruption and operating according to laws 

ensures that any big problems should not arise. Of course some risks such as failed recruiting 

of staff may occur, but the preparing for these already beforehand decreases the actual effect. 

The risks of an acquisition are presented based on their probability and potential consequences 

for the business in table 6.  
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Table 6. Probability and Consequences of the risks of an acquisition. 

Probability Consequences 

 Small 

(Insignificant) 
Minor Moderate Major Catastrophic 

Almost 

certain 

     

Much 

likely 
  Corruption   

Average  Failed 

forecasting 

Failed 

recruiting 

Quality 

issues 
 

Unlikely  Bureaucracy  
Unreliable 

management 
Legal issues 

Rare      

 

 

5.3 Defining the most suitable market entry mode and internationalization process 

 

For defining the final market entry mode to Russian markets, additional conversations and 

discussions were conducted with the management of the particular firm during the final stages 

of the research. Questions for discussions were formed based on the findings of the research 

and the developed process description for the market entry. For defining the desired market 

entry mode, the results of this research and the goals and objectives of the management of the 

firm were combined.  

 

The process starts from defining the goals and objectives for the market. As a background for 

this research, a preliminary decision about investigating and expanding to Russian markets was 

already done. As a clear objective for the market, attaining a market position of some level was 

defined. The overall goal for the Russian market is to gain market position and to do profitable 

business. Besides, for the overall internationalization process the Russian market is seen as one 

important market for creating credibility among stakeholders. 
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“No matter where the accounting market is developing, we will be present there (in Russia) as 

a player of some level.” 

 

“Purely the internationalization already positions the company to different frames. It enables 

partner conversations to whole new level - - .” 

 

Since the goals and objectives for the market have been identified and defined, it is important 

to define also the desired commitment level to the market for achieving the goals. The 

commitment level can be reviewed from different perspectives, based on the resources 

committed or commitment to relationships, but the main focus should be on uncertainty-

reducing commitments. Building the Partner Network was presented as low-risk method and 

from the commitment level point of view it can be seen as low level of commitment as a first 

step for internationalization. Besides, it should be noted that many different factors could affect 

the commitment level of a company to certain market. For example internal projects or current 

market situation may affect the decisions and post-pone the actual market takeover. 

 

“Of course we are ready to invest to Russian market, but currently we have more attracting 

things going elsewhere than in Russian market.” 

 

Based on the findings of the research and conversations with the management, it is reasonable 

to assume that level of commitment will lead to cost efficient governance structure. As was 

already mentioned, building the Partner Network, and basically operating at the market only 

through particular Partners, the level of commitment can be kept at low level at the first phase 

of internationalization. However, also this Partner Network model generates costs. These costs 

can be divided to ex ante costs ex post costs. Ex ante costs arise from searching and evaluating 

the potential Partners and from negotiations with them, whereas ex post costs are generated 

especially from controlling and coordinating the Network. As a contrary to the costs, also 

benefits are achieved through these Partner Network model. Operating through Partner in the 

market enables high professionality of the services, flexibility for providing the services to 

customers and of course cash flow from new customer relationships and from commissions of 

new customer relationships established by the Partner. Besides, operating at the Network level 

supports the learning and improves the market knowledge for further development of the 
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business. Moreover, active presence still in the market helps to build relationships and at some 

point, most likely opportunities arise to improve the business. 

 

The costs and benefits of the Network model were already discussed, but the overall economic 

impact of the chosen structure should be evaluated before implementing. For profitable 

operations of the Partner Network, significant customer flows need to be created. Of course the 

Network has its benefits such as learning and high professionalism, but the revenue is generated 

from new established customer relationships. However, since the costs for building the Partner 

Network and controlling it are significantly low at the first level, already few new customers 

create a positive overall economic impact. From this basis, the Network model could be 

implemented in a presented form. 

 

After a while operating at the Russian market, it is recommended to re-evaluate the commitment 

level to the market and the current state of wanted model for operating at the market. A clear 

continuum for the development of the business would be growing the existing network to cover 

more Partners and other industries as well in order to provide more added value to the 

customers. However, it is expected that through operating the Partner Network the specific 

market knowledge is improved by continuous learning. Active presence at the market and 

building relationships are also expected to provide various opportunities for establishing own 

operations at the market, which is why an acquisition of an existing company is seen as an 

option. This of course requires higher commitment to the market. To successfully improve the 

business, arising opportunities should be identified, as well as important individuals should be 

committed to the business with correct timing. 

 

“I don’t see any obstacles for acquiring an accounting firm in St. Petersburg. It only requires 

that many pieces fall into place at the same time.” 

 

The model for an acquisition of an existing company was already presented in chapter 5.2. 

Acquisition of an existing company and continuing the operations with the presented model can 

be seen as a partnering structure. The factors that affect this interpretation are the committing 

of the Russian management as minor shareholders, preserved capabilities as well as the 

developed Network around the business. Even though minor shares are used to improve the 
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commitment, the control over the business should be held firmly in the hands of major owner. 

This helps to decrease the perceived risks for operating at the market. 

 

The redefined governance structure and its implementation affect the actual costs of the 

business. Besides the actual investment, the costs are generated especially from production and 

management costs. However, the internalizing of the operations also show up as benefits such 

as improved learning and overall support of the organization. Besides, the preserved knowledge 

of the acquired company can be exploited for value maximization to customers. The overall 

economic impact of this structural change should of course be positive. Establishing actual 

operations at the market directly affects the profitability of the market. Instead of dependence 

on customer flow, the existing customer base enables continuous cash flow. The scalability and 

improved knowledge are then factors that should be used for further improving the overall 

economic impact of the new model for operating at the market.  

 

To conclude, the most suitable market entry method and internationalization process for the 

particular accounting firm is to grow the operations incrementally step-by-step at the Russian 

market. The internationalization should be started by establishing a Partner Network and by 

recruiting suitable Partner to serve the customers in Russian market. Through active 

involvement and presence at the market in the early stages, the relationships are built and 

specific market knowledge attained with low commitments. After gaining significant 

knowledge of the market and based on various external and internal factors, certain 

opportunities should be used for establishing the own operations through acquisition of an 

existing company. The acquisition enables continuity of the business without remarkable costs 

or delays for establishing the actual presence at the market. From this basis the business model 

can be then further on developed. This process is once more presented in figure 12. 
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Figure 12. The process of internationalization and market entry. 
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6 CONCLUSIONS AND DISCUSSION 

 

This Master’s Thesis has focused on analyzing the Russian market and the most suitable market 

entry method for Finnish accounting firm. The Russian market as a whole can be seen as very 

attractive market regardless of the unstable market situation at the moment. During the research, 

it was stated that even the current situation at the market is very unstable, there exists huge 

amount of potential also for foreign firms. Besides, since the accounting can be considered as 

compulsory function of every company, there exists the market for accounting service provider 

as well.  

 

In this research, existing theories about internationalization and market entry methods were 

reviewed. Afterwards, the actual data for the research was collected through qualitative research 

method with semi-structured interviews. Besides, an additional market survey was used as 

secondary data to support the research. In this chapter the research questions are answered based 

on the presented research findings in the previous chapters. Finally, the reliability and 

implications of this research are discussed. 

 

6.1 Answers to research questions 

 

This section aims to answer all the three research questions that were presented in the 

introduction of this research. 

 

1. Research question: What implications exist to support the internationalization to 

Russian markets at the moment? 

 

The objective of the first research question was to present a clear image of the current business 

environment in Russia with its special implications. The overall business environment in Russia 

was described already in the introduction, but further analysis was conducted through 

interviews with interviewees having experience from and currently operating at Russian 

markets. The finding of the research was that even though the ongoing crisis has affected the 

Russian business environment in a negative way, the market potential especially for outsourcing 

services is huge and constantly growing. Especially the devaluation of the ruble has affected 
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the market entry decisions of Western firms, which in turn affects the amount of potential 

customers of companies providing outsourced accounting services in Russia. Besides, due to 

the current market situation, the companies that are already operating at the Russian market are 

looking for options to reduce their operating costs. All these factors together support the 

internationalization, since through differentiation over competitors and by settling to lower 

margins at first a stable market position could be gained. 

 

Other supporting factors for the internationalization to Russian markets are also the short 

physical distance to huge market area, growth potential and also availability of educated 

workforce. The current situation in Russia has decreased the overall price level from the 

Western perspective, which makes the market entry attractive at the moment. Additionally, 

overall status factor could be seen as one remarkable driver to internationalize to Russian 

markets. Building reliability and trust among customers by operating at the market also during 

the difficult times would most likely strengthen the position at the market in the future as well. 

 

2. Research question: How companies make their decisions concerning accounting in 

Russia and what are the main trends at the moment? 

 

The driver for the second research question was earlier recognized behavior of companies to 

internalize their outsourcing functions when operating in Russia. The aim of the research 

question was to gain more knowledge about the behavior of companies operating in Russia and 

about their willingness to outsource their accounting. As a result, three basic reasons for this 

particular behavior were identified: remarkably high prices of Western service providers, 

willingness to strict control over financial management and organic growth and development 

of the companies. The findings during research imply that many companies perceive the price 

levels of professional accounting service providers very high. These companies have 

outsourced their accounting functions from the beginning of their operations in Russia because 

the same service provider has provided them overall support when establishing the business in 

Russia. However, due to the changing market situations the possibility to hire and train an own 

accountant had turned out to be in many cases the cost-efficient option that had led to 

internalizing the accounting functions of the company. The unstable market can be seen as a 

creating factor for the second reason of particular customer behavior. Operating in the market 
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environment such as Russia, forces companies to have a strict control over their financial 

management, which have led to internal accounting operations.  

 

It should be noted that the cost-effect implies especially to Western companies operating at the 

Russian market, whereas for small and medium-sized Russian companies the organic growth 

can be seen as one influential factor for outsourcing and internalizing decisions. It was 

identified that in the cases of growth of a company, the service provider sometimes could not 

grow along, which had led to internalizing the accounting functions. Besides, during the 

research a certain group of companies was identified. These companies, either Western or 

Russian, had had their own internal accountants from the beginning of their operating history, 

which of course had grown a strong experience in the company. Convincing these kinds of 

companies about outsourcing their accounting would require significant commitments. 

 

 

3. Research question: How a Finnish accounting firm should perform its market entry to 

Russian markets? 

 

 

The third and the main research question of this researched aimed to creating a model for most 

effective and suitable market entry to Russian markets for Finnish accounting firm. This market 

entry model was presented in chapter 5.3. The result of this research was that the firm should 

perform its market entry and internationalization process through small incremental steps based 

on its levels of commitment. The phase of these steps is much affected by internal factors of 

the company such as other ongoing projects, other attractive markets and current capabilities. 

 

The model presented for the market entry consists of two stages; first, the company should 

establish a Partner Network through recruiting Partner that operates at the Russian market and 

provides the services. Second, after gaining more market knowledge and re-evaluating the 

capabilities for further commitment to the market, an acquisition of an existing company at the 

market is used as a method for establishing actual own operations at the market. Choosing an 

acquisition as a method is explained with the importance of continuity of the business and quick 

access to the market. Especially in the country of relationships, acquiring an existing company 

with existing customer base enables profitable operations from the beginning. Further on 
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committing the important individuals for the business helps to maintain the quality and improve 

the business. 

 

The process of internationalizing and entering the market in small incremental steps enables the 

comprehensive preparation for each steps as well as building the relationships at the Russian 

market. For attracting new customers, the grounds should be built already at the stage of 

establishing the Partner Network. Positive and active presence during the challenging period in 

Russia creates trust and credibility among the potential customers, and finally at the stage of 

operating own business, the work for building the relationships and marketing the business is 

already done. The overall process for the internationalization and market entry is presented in 

figure 13. The framework for the process of evaluating the market entry could be repeated still 

again, and by re-evaluating the goals for the business in a long run the growth of the operations 

can be prepared by new commitments to the market. 

 

 

 

Figure 13. Simplified summary of the internationalization process. 
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6.2 Further actions related to internationalization 

 

As was noted in this research and its findings, internationalization to some specific market is 

affected by the level of commitment of the company. The commitment in turn depends on many 

different factors that influence the internal and external environment of the company. During 

this research, a larger scale project on internationalization of the company was started, which 

directly affected also the level of desired commitment to Russian market. However, it should 

be noted that the Partner Network presented in this research does not follow the country borders, 

but it could be spread to cover more countries in the same model to improve the overall 

economic impact of it. For developing the business in international markets, the models of the 

presented Partner Network and partnering model on operating business should be exploited in 

the future. 

 

The internationalization and market entry model presented in this research was developed for 

the purpose of Russian market. However, in this research general theories of 

internationalization and market entry were used to form the framework and model for this 

particular market. Even though each country has their own special implications affecting the 

business environment, also similarities exist. From this basis, a potential further research could 

be done about the generalizability of the formed process description and the model to suit other 

international markets as well. For the particular company, the model will be most likely 

exploited in further actions related to internationalization. 

 

6.3 Evaluating the reliability of the research 

 

This research was conducted as a qualitative research. The evaluation of the reliability of a 

qualitative research is usually very challenging. Tuomi & Sarajärvi (2011) have criticized the 

usage of reliability in evaluating the credibility of qualitative research. This emerges from the 

fact that reliability as well as validity were originally developed for evaluating the credibility 

of quantitative research. Based on their arguments, Tuomi & Sarajärvi (2011) argue that there 

does not exist certain rules for evaluating the credibility of qualitative research. 
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In this research all primary data was collected through similar semi-structured interviews and 

were conducted by same person. However, some of the interviews were conducted in Finnish 

and some in English language. Taking into account that in all of the interviews English was not 

the native language of either interviewee or interviewer. This of course may have caused some 

limitations for expressing and understanding thoughts in the interviews. To improve the 

analysis, all interviews were audio-recorded so that conducting analysis was easier. Another 

factor that affects the validity and reliability of this research is the size of the sample. It should 

be questioned whether the sample of this research has been broad enough or not. To deepen the 

analysis, the sample was broadened with secondary data collected by particular sub-contractor. 

Though, for the secondary data the same issues that existed with the collection of primary data 

can be brought up. 

 

When considering the generalizability of this research, it should be noted that the research was 

conducted for the exact need of a particular firm. Besides, the actual project of the particular 

firm has been on going all the time through this research project. The ongoing project and active 

involvement of the researcher to this project have had impact also to the overall results of this 

research. The positioning of this research to particular wider project of a company helps to 

understand that not all of the contents are generalizable. However, in the beginning of this 

research, clear limitations were made and the research objectives were clearly identified. These 

helped to focus on actual objectives within the frames of this research. Even though this 

research was conducted for the exact need, certain results of this research can be generalized 

and stated as reliable. Some of the results would require additional research to ensure the 

reliability.  
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7 SUMMARY 

 

In this Master’s Thesis internationalization of a Finnish accounting firm to Russian markets and 

the market entry method for this were examined. Russian market as a whole is very attractive 

for companies due to its huge potential even during the ongoing unstable period. Russian market 

differs also a lot from the other markets due to its special implications and cultural insights. 

Many small and medium-sized companies have entered Russia together with bigger 

multinationals, which has created huge and growing market also for outsourced services such 

as accounting. However, factors such as corruption, importance of personal relationships and 

unstable market require serious commitment from companies to succeed at the market. 

 

Internationalization strategies and different market entry modes have been researched already 

for decades, and many of the models have been even redefined afterwards. In this research, 

theories of Uppsala model, transaction cost economics and network approach were reviewed 

together with various market entry methods to form the most suitable model for 

internationalization to Russia. Implementing internationalization through small incremental 

steps and exploiting the opportunities that arise help the companies to make their commitment 

decisions and improve their market knowledge about the target market. Certain attention should 

be paid also for developing important relationships that help to improve the position at the 

market. In this research, a step-by-step –model was formed for the firm to enable the 

internationalization. Important factors that affect the particular model are the level of desired 

commitment to the market, current knowledge and resources available. The presented model of 

slowly growing the operations at the market enable all of these factors to improve during the 

process. 

 

When making the actual decision about the model of providing services, certain help is attained 

from the transaction cost economics. The decision whether to provide services through Partners 

or internally, is in the end a calculation of transaction costs and benefits that lead to cost 

minimization and value maximization. The result of this research was so called Partnering 

model that combines both external and internal capabilities to generate maximized value in a 

long run. However, to implement this model certain commitment to the market is required to 

succeed. As a side product of this research, a process description for evaluating suitable market 
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entry methods and governance structures was developed. Though, generalizability of this 

process is yet to be identified. 

 

In this research the behavior of customers for outsourced accounting services was also briefly 

examined. There were identified certain factors that affect the customer behavior. These 

different factors emerge mainly from the special characteristics of the Russian market and its 

effects to companies and perceived risks by them. Especially with the customers that tend to 

internalize their accounting due to the cost reasons, certain market potential is recognized.  

 

After all, networks are nowadays present everywhere and new business opportunities emerge 

especially from active participation in networks of different levels. At the moment, when the 

economic situation in Russia is unstable and the growth has stopped, the personal relationships 

and existing networks have remarkable role for business. When economic crisis creates 

difficulties for some industries, it always creates also possibilities for some businesses. 

However, during this research process significant changes in Russian economy has not 

happened, but it is clear that the existing tensions and timing of this research might have affected 

the results. Therefore, it is important to evaluate the internationalization process and its steps 

regularly to ensure positive results.  
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APPENDIX 

 

Appendix 1. Structure of the interviews. 

Background 

Basic information of interviewee: Name, role, company, Company’s industry 

Theme 1: Opinions about business in general in Russia 

1. How would you describe the business environment in Russia?   

a. How would you say that the current “crisis” have affected the recent situation at 

the markets? 

b. Can it be seen in your company’s business? 

c. How does the appreciation of Ruble affect your company’s business? 

 

2. What would you say, that are the main challenges in establishing business in Russia? 

a. What were the reasons/drivers behind the decision for entering Russian market? 

b. Have you faced some certain risks that might affect the market entry? 

c. Did you face some exact obstacles when entering Russian market? 

d. Which entry method(s) your company has used with the market entry? 

e. What was the main reason for this exact market entry mode? 

 

3. What are the main challenges for operating business Russia?  

a. Can you identify some certain issues that repeat themselves?  

b. What are your perceptions about bureaucracy in Russia? 

c. How often have you faced corruption when operating in Russia? 

d. Do you have some special protocol/guideline for corruption in your company? 

e. Has the operating in Russia given some additional knowledge for operating in 

other international markets?  

 

4. How would you describe the importance of personal relationships in Russia? 

a. Have you come up with the term “blat” ever in Russia? 

b. Is there some certain institutions/officials where relationships can be seen as 

necessary? 

c. Have you recognized some specific features from Russian mentality that can 

affect the succeeding in business in Russia? 

d. How would you describe Russian working mentality? 

 

Theme 2: Experience and perceptions about accounting in Russia: 

 

5. How accounting is organized in your company at the moment?  

a. Is there some specific reason for this certain arrangement? /  

b. What issues/factors have affected this decision? 
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c. How would you describe the price level of your company’s current solution for 

accounting? 

d. Could you imagine possible changes to current situation in some form and at 

some time frame? 

e. How would you describe the role of 1C in Russia and especially in accounting? 

f. Could you imagine using any other software than 1C for accounting in Russia? 

 

6. Do you have any experience from outsourced accounting services? 

IF YES: 

a. Is there any special trends arising in the accounting business in Russia at the 

moment? 

b. How easily you would be ready to change your accounting service provider? 

c. What is your opinion about the level of competition at the accounting markets 

at the moment? 

d. Can you name some main players/service providers? 

IF NO: 

e. Have you ever considered outsourcing of the accounting services? 

f. What prevents you from outsourcing accounting services (confidentiality, price, 

convenience, historical reasons etc.)? 

g. Do you think that the current situation affects the decisions concerning 

accounting services?  

 

7. Theoretically, if you’d be choosing accounting services provider, what would be the 

main criteria for this? (The main criteria for accountants applies here as well.) 

a. Is there some specific challenges/issues that might affect the decisions on 

outsourcing accounting services? 

b. Would you prefer Finnish company over Russian? If yes, in which cases? If no, 

why not? 

c. Do you believe that Russian accounting services are reliable? 

 


