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At the beginning of the 21st century, the Russian economy grew significantly, and 
many Finnish companies entered the Russian market. Towards the end of the first 
decade, the global financial crisis occurred, and many Finnish companies operating in 
Russia withdrew from the market or suspended their plans to enter Russia. 
 
This study aims to examine the cross-border M&As of Finnish companies in Russia 
after the 2008 financial crisis. The research is relevant from an academic point of view, 
as the topic has generally been little researched. From a practical point of view, the 
purpose of this study is to create new information on how a business combination in 
Russia should be implemented. The publication can be considered as a basic guide 
for companies planning to enter the Russian market through an acquisition. 
 
The study has been conducted as a qualitative case study of companies that have 
made a cross-border acquisition of a Russian company within the exclusions of the 
study. At the beginning of the study, the background and theory of Mergers and 
Acquisitions is reviewed. In addition, academic and professional publications related 
to the research topic and their results have been widely highlighted. 
 
The empirical part of the study has been carried out using a thematic interview method 
with three Finnish business leaders. The interviews have sought to find out the 
interviewees' opinions on the success of the transactions and how the transactions 
have been carried out. After this, the interview results and the findings from the 
previous literature have been analyzed and compared with each other. 
 
The results of the study show that the corporate cross-border acquisitions made by 
Finnish companies in Russia have been successful. However, the above result should 
be viewed with particular care due to the limited number of interviews. However, other 
findings from the study can be considered reliable. These include e.g., strict project 
control during the transaction and in the implementation phase, careful selection of the 
target, understanding of the business of the company to be acquired, and keeping 
customer focus at the center when doing business in Russia.  
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В начале XXI века российская экономика значительно выросла, и многие 
Финские компании вышли на российский рынок. К концу первого десятилетия 
произошел мировой финансовый кризис, и многие Финские компании, 
работающие в России, вышли с рынка или приостановили свои планы по 
вхождению в Россию. Целью данного исследования является изучение 
трансграничных слияний и поглощений компаний в России после финансового 
кризиса 2008 года. Исследование является актуальным с академической точки 
зрения, так как эта тема, как правило, мало исследована. С практической точки 
зрения, целью данного исследования является создание новой информации о 
том, как должна осуществляться реализация бизнеса в России. Издание можно 
рассматривать как базовое руководство для компаний, планирующих выход на 
российский рынок путем приобретения. 
 
Исследование было проведено как качественное исследование компаний, 
которые совершили трансграничное приобретение Pоссийской компании. В 
начале исследования рассматриваются основы и теория слияний и поглощений. 
Кроме того, академические и профессиональные публикации, связанные с темой 
исследования и их результаты отдельно выделены. Эмпирическая часть 
исследования была проведена с использованием метода тематических 
интервью с тремя финскими лидерами бизнеса. Интервью были направлены на 
то, чтобы узнать мнение респондентов об успешности транзакций и о том, как 
транзакции были выполнены. После этого, результаты интервью и выводы из 
предыдущей литературы были проанализированы и сопоставлены друг с другом. 
 
Результаты исследования показывают, что корпоративные трансграничные 
приобретения, сделанные финскими компаниями в России, были успешными. 
Тем не менее, вышеупомянутый результат следует рассматривать с особой 
тщательностью из-за ограниченного числа интервью. Тем не менее, другие 
результаты исследования можно считать надежными. К ним относятся, 
например, строгий контроль проекта во время транзакции и на этапе реализации, 
тщательный выбор цели, понимание бизнеса приобретаемой компании и 
поддержание ориентации бизнеса на клиента при ведении бизнеса в России. 
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2000 -luvun alussa Venäjän talous kasvoi merkittävästi ja monet suomalaiset yritykset 
jalkautuivat Venäjän markkinoille. Ensimmäisen vuosikymmenen loppupuolella 
toteutui globaali finanssikriisi ja monet Venäjällä toimivat suomalaisyritykset poistuivat 
markkinoilta tai keskeyttivät suunnitelmansa Venäjälle jalkautumisesta. 
 
Tämän tutkimuksen tavoitteena on tutkia suomalaisten yritysten Venäjällä tekemiä 
yritysjärjestelyjä vuoden 2008 finanssikriisin jälkeisenä aikana. Tutkimus on 
akateemisesta näkökulmasta relevantti, koska aihetta on tutkittu yleisesti vähän. 
Käytännön näkökulmasta tämän tutkimuksen tarkoituksena on luoda uutta tietoa siitä, 
kuinka Venäjällä tehtävä yritysjärjestely tulisi toteuttaa. Julkaisua voidaan pitää 
perusoppaana yrityksille, jotka suunnittelevat jalkautumista Venäjän markkinoille 
yritysjärjestelyn kautta.  
 
Tutkimus on tehty laadullisena case-tutkimuksena yrityksiin, jotka ovat toteuttaneet 
yritysjärjestelyn Venäjällä tutkimuksen rajausten puitteissa. Tutkimuksen alussa 
käydään läpi yritysjärjestelyiden taustaa ja teoriaa. Tämän lisäksi tutkimuksen 
aiheeseen liittyviä akateemisia sekä ammatillisia julkaisuja ja niiden tuloksia on 
nostettu laajasti esille.  
 
Tutkimuksen empiirinen osa on toteutettu teemahaastattelumenetelmällä kolmen 
suomalaisen yritysjohtajan kanssa. Haastatteluissa on pyritty selvittämään 
haastateltavien mielipiteitä transaktioiden onnistumisesta ja siitä, miten transaktiot on 
toteutettu. Tämän jälkeen haastattelun tulokset sekä aikeisemmasta kirjallisuudesta 
esiin nousseet havainnot on analysoitu ja näitä on verrattu toisiinsa. 
 
Tutkimuksen tulokset osoittavat, että suomalaisten Venäjällä tekemät yritysjärjestelyt 
ovat olleet onnistuneita. Edellä mainittua tulosta tulee kuitenkin tarkastella erityisellä 
huolellisuudella johtuen haastattelujen rajallisesta määrästä. Muita tutkimuksessa 
esille nousseita tuloksia voidaan kuitenkin pitää luotettavina. Näitä ovat mm. tiukka 
projektikontrolli transaktion aikana sekä toimeenpanovaiheessa, huolellinen 
ostokohteen valitseminen, ostettavan yrityksen liiketoiminnan ymmärtäminen sekä 
asiakaskeskeisyyden pitäminen keskiössä, kun tehdään liiketoimintaa Venäjällä.  
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1. Preface 
 

“Russia drips, but rises again” 

(Säntti, H. 2008) 

 

By these words, Hanna Säntti (2008) began with her article in Finnish business 

magazine Talouselämä on 31th of October 2008, about a month after the default of 

Lehman Brothers (2008). The article goes through of possible influences of a Subprime 

crisis to the Finnish companies that operate in Russia and are planning or has done 

cross border mergers and acquisitions (‘M&A’) previously. This article can be 

considered as a trigger for the writer to write this thesis as well as a ground for the 

framework of the topic. (Säntti, 2008) 

 

Christian Ramm-Schmidt, CEO of Baltic Beverages Holding, commented that “The 

opening of the Russian markets is the greatest opportunity for Finnish companies in 

our lifetime." All companies in the article that has taken substantial steps in the Russian 

markets agreed with the Ramm-Schmidt’s quote. However, the growth has shown 

signs of deceleration due to weaker demand. (Säntti, 2008) 

 

Harri-Pekka Kaukonen, CEO of Fazer Russia, was more pessimistic. Kaukonen said 

that he believes, that estimated deceleration of only 2 % is quite optimistic. Markets 

have been decelerating strictly, and growth will slow down more than estimations. 

However, Kaukonen believes that market fundaments will pull up the Russian market 

to grow in the future. Kaukonen also commented that Fazer had planned a factory 

investment of 100 MEUR, but the financial crisis might move the investment to the 

future. (Säntti, 2008) 

 

Afterward, Fazer was quite lucky in timing because other companies in the article have 

already made acquisitions, and uncertainties can be heard in the answers of the 

management of these companies. Itella Logistics (currently Posti Group) and 

Puukeskus made significant investments in Russia in spring 2008. Itella's Vesa 

Vertanen and Puukeskus's Ilkka Sinkkonen granted that markets are showing signs of 

regression, and liquidity crisis will also touch Russian markets. (Säntti, 2008)  
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2. Introduction 

 
The purpose of this study is to find out how Finnish – Russian cross-border mergers 

and acquisitions should be conducted to be successful from the acquirer’s perspective. 

Säntti’s article (2008) can be seen as a trigger for this research subject. In the article 

above, almost all interviewed people mentioned that they see Russia as an opportunity 

for Finnish companies. However, it seems that during the previous decade, M&A 

activity between Finland and Russia has declined with a few exceptions.  

 

This study does not determine whether the number of acquisitions between Finland 

and Russia has decreased, but how the acquisition should be made to gain synergies. 

However, it takes a quick look at how the total cross-border M&A market has developed 

in Russia during the post-crisis period. The topic of Finnish Russian M&A activity is a 

very timely one because several Finnish companies have withdrawn from the Russian 

market and divested their business operations in Russia. However, lack of studies has 

been done based on this subject, which may affect companies’ willingness to invest in 

Russia previously and therefore distorts the potential of investments.  

 

The purpose of this publication is to determine what should be taken into account in 

Finnish-Russian cross-border acquisition and therefore provide information for further 

academic research and companies interested in investing in Russian companies or 

business operations. This issue is mainly made for companies that need more 

information about cross-border M&A’s in Russia, before starting a prospective 

acquisition process any further. 

 

2.1 Focus of this research 
 

This thesis focuses on cross-border mergers and acquisitions between Finnish and 

Russian companies from the acquirer's point of view during the past decade. To be 

more precise, the focus is on companies that have made a successful acquisition in 

Russian soil and find out how these enterprises have managed their M&A process.  

This thesis's primary purpose is to help Finnish companies in case they are looking to 

expand their business to Russia. Critical aspects of the successful acquisition in 

Russia is at the center of this study.  
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The following paragraphs focus on exclusions, inclusions, and research questions, and 

the theoretical framework of this research will be determined more precisely.  

 

2.2 Inclusions and exclusions  
 

Exclusions for this research has been made by Geographical and Temporal point of 

view. The position of the stakeholders has also been locked to make the framework of 

the topic more precise. Geographical exclusion to Finland and Russia is defined further 

to transactions where a Finnish company has acquired a Russian entity or part of it. 

Both industrial, as well as private equity buyers, are included in this research. 

 

The temporary exclusion of this research is the timeline from the Subprime crisis (2008) 

to the end of 2018. The temporal exclusion was chosen because before the Subprime 

crisis, many Finnish companies invested in Russia, and there was significant spiel in 

Russian markets. At this point, transactions, where deal value has been less than 5 

MEUR, has excluded, in case I can find interesting transactions with less deal value, 

these deals will be included. 

 

Figure 1. Inclusions and exclusions 

Mergers & Acquisitions

Temporal Subprime crisis 2008 - 2018

Activity

Topic Cross border M&A activity between Finland and Russia

Geographical Finland and Russia

Participant Acquirer Target Seller

Finnish company Russian company Any

> 5 MEURDeal value

E
x
c
lu

s
io

n
s
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2.3 Research questions 
 

Research questions of this study emerge from previous studies and literature as well 

as from the need for additional research. Because of the lack of previous studies made 

on the subject, the author has also raised questions that can only be answered through 

the empirical approach. 

 

How did the Global Financial Crisis affect Russia as a target Cross-Border M&A 

activity? 

 

The first research question is valid because temporal exclusions have been made, and 

it is essential to understand the circumstances after the Global Financial Crisis. By 

finding the answer to this question, the basis of this research is easier to understand. 

From millennium until the subprime crisis, global markets were booming, but after that, 

the whole global economy was under uncertainty. The answer to this question will be 

found by the observation of the literature review and by analyzing professional 

publications. 

 

How do the mechanics of cross-border M&A transaction in Russia differ from 

domestic ones? 

 

Answers to this question should be founded from the empirical approach of this study 

and previous literature. By opening, the mechanics of cross-border M&A transactions 

in Russia are intended to facilitate the preparation of companies looking for 

acquisitions.  

 

What are the critical factors for the successful acquisition of a Russian 

company or entity? 

 

There are many reasons and motives for why Finnish companies are interested in 

acquiring companies that operate in Russian markets. For this research, it is crucial to 

determine how the acquisition should be executed to make it successful in the future. 

It may vary between companies and industries, so it is critical to gain knowledge from 

previous studies as well as interview people who have been involved in cross-border 
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M&A activities in Russia. By finding the answer to this question, it gives insights to 

companies looking for acquisitions in Russia so they can strategically prepare for 

critical issues. 

  

 

How successful Finnish – Russian cross border transactions have been from 

the acquirer's point of view after the Subprime crisis?  

 

To this research question, we try to get the opinion of Finnish companies that have 

acquired Russian companies by studying the background of their transaction. 

 

2.4 Structure of the study 
 

We have dealt so far with the introduction, inclusions and exclusions as well as 

research questions. In the next chapter, we dive deeper into the theory and background 

regarding cross-border M&A in Finland and Russia. Section of theory and background 

contains all relevant information and more to understand the outcome of this thesis's 

empirical findings.   

 

In chapter 4, we take a quick look at the methodology of this research, and then we go 

through this case study using a semi-structured interview method. In the final chapter, 

5 is conclusions that include findings of the study and suggestions for further research.  
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3. Theory and Background 
 

The primary purpose of this section is to define and open more concepts in this 

research. In the beginning, we take a quick look at Finnish Russian business relations 

in the post-financial crisis are. Because we assume that the reader may not be 

professional in M&A, we go through what M&A means as a transaction, what kind of 

transaction types can be, and go further to the mechanics of cross-border acquisitions. 

At the end of this section is the literature and professional literature review.  

 

3.1 Finnish – Russian business relations and trade relations after the subprime crisis 
 

In the modern world, we are living, and while the theory of comparative advantage 

exists, countries should be likely to trade with each other (Ricardo, 1821). According 

to Erkki Liikanen's (2015) speech about economic relations between Finland and 

Russia, Liikanen noted that countries usually trade most with their neighbors because 

of short geographical distances, which leads to lower costs of freight. Usually, neighbor 

countries also know each other relatively well because of co-operation under different 

circumstances over history (Liikanen, 2015). 

 

Over the centuries, Russia has been the largest neighbor of Finland in almost all 

measurable aspects, and therefore trade relations between the countries have a long 

and active history. Import and export have been active on both sides of the border, and 

investments to each other's soil have been active (Liikanen, 2015). For smaller 

countries like Finland, good business relations, and active trade with its neighbors is 

very important because of a lack of internal markets. Since the 1st of January 1995, 

Finland has been a part of the European Union and is considered part of the European 

Union's internal markets. However, this has not always been the case, and therefore 

following charts consider other European Union countries as foreign markets. 
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Chart 1. Rank by Imports 

 

As in Chart 1. it can be seen, after the subprime crisis, Russia was the number one 

country in imports to Finland until the end of 2014. By exports (Chart 2.) trend was 

quite the same until 2014 when Russia's ranking dropped significantly as an export 

country for Finland. 

 

 

Chart 2. Rank by Exports 

 

In 2015 the USA (4th) and Netherlands (5th) passed Russia in the rank of exports to 

Finland. In 2016 the situation was the same. In 2017 the Netherlands passed the USA, 

and China almost reached Russia’s level of exports to Finland. In 2018 China overtook 

Russia and pushed it out from the top 5 export countries for Finland. 
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3.2 Growth strategies  
 

There are two types of activities to add value in business: inorganic growth or organic 

growth. Organic growth means activities that reflect the company's revenue due to 

internal operations, for example ('e.g.') by increasing and enhancing a company's 

output. More precisely, organic growth can be achieved by enhancing the company's 

intangible assets, e.g., by training employees. (Investopedia 2019b) Inorganic growth 

arises from M&A, Joint Venture ('JV'), and Strategic Alliance activities. Foreign Direct 

Investments (‘FDI’) can be made either organically by expanding the operations of an 

existing business to a new country as greenfield entry or inorganically that means pure 

acquisition type investment. (Financial Times, 2019) Greenfield investment is a type of 

FDI where the company starts a brand new company and business without any 

previous in-house operations in the target country. Brownfield investment can be seen 

as a half greenfield investment and half M&A. In brownfield investment, an acquirer 

typically buys a company or part of it, but in the acquirers intention is not to use it as it 

is in affiliating to the new market. An excellent example of brownfield investment is in 

Case A (Chapter 5.2) of this study.   

 

By its nature, inorganic growth reflects instead to the company's top-line figure. 

(Investopedia 2019a) It is important to recall that there is a counterbalance for both 

types of growth, and it is impossible to know which one is better without better 

knowledge of the company's financial situation or business overall.   

 

M&A can be divided into activities of mergers and acquisitions. Merger as an 

expression is more likely to use in cases where two or more almost equal firms join 

their forces to move forward as a single new entity. (Investopedia 2019c) The 

acquisition is used as an expression when one company takes over another entity.  
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Figure 2. Organic & Inorganic growth strategy 

 

3.3 Types of Mergers & Acquisitions  
 

It is not completely clear how many different types of M&A strategies exist, but we will 

go through the four most common ones that are: Horizontal, Vertical, Conglomerate 

and Concentric. The horizontal acquisition means an investment where the target 

company carries out the same activities. That means two companies come together 

with a similar type of products or services. By horizontal type of acquisition, the acquirer 

expands its range but is not mostly doing anything new. Vertical acquisition means an 

activity where both acquirers and targets are in the same industry, but they are at 

different points on the value chain. By vertical integration, companies gain 

consolidation benefits, e.g., by improving logistics and consolidating staff. 

Conglomerate type of acquisition is a type of M&A where one takes over the other in 

order to broaden its range of services and products. A conglomerate acquisition can 

help reduce costs by combining back-office activities as well as reduce risk by 

operating in a range of industries. (Corporate Finance Institute, 2019b)  

 

A concentric acquisition can be divided into marketing and technology-based activity. 

In concentric marketing acquisition target company has the same customer types as 

acquirer company but different technology or service. In concentric technology 

acquisition target’s technology or service is the same kind as buyers, but customers 

are a different type. According to Kitching (1967), there is a relatively high risk of failure 

in concentric acquisitions and a relatively low one in horizontal mergers. (Kitching, 

1967) 
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3.4 Type of transaction – Industrial vs Private Equity  
 

Two primary types of acquirers involved in M&A are Private Equity (‘PE’) firms and 

industrial enterprises. PE and industrial acquirers have different approaches toward 

ownership based on clear goals that affect how a transaction may take place and what 

occurs after a transaction is completed. (McGuire, 2019) 

 

Traditionally industrial acquirers operate as organizational integrators. They are 

seeking to expand profits based on realizing growth primarily through some divergence 

of products or services by integrating multiple businesses into one. In contrast, PE 

players are simply professional investors whose goal is to resell the entity and realize 

a substantial profit. Each has a distinct business model with different approaches and 

procedures toward acquisitions. (McGuire, 2019) 

 

While industrial buyers are looking for long-term, infinite growth from a new enterprise, 

PE owners have a shorter plan of business development. This is based on a different 

business model of PE operators. The business of PE companies are primarily buying 

and selling of businesses, and therefore making correct purchases is a preeminent 

concern. Unlike industrial buyers, PE buyers have a finite goal when acquiring new 

business. When industrial buyers are looking for permanent results through 

organizational integration, PE buyers already have an exit plan within the estimated 

time frame. (McGuire, 2019) 

 

3.5 Type of transaction – Asset vs Stock  
 

When buying a business, the investors have a choice of how the transaction can be 

done. The transaction can be a purchase of assets or purchase of common stock. The 

acquirer of assets or stock can have various reasons for preferring one type of 

transaction over the other. This will be discussed below. (Corporate Finance Institute, 

2019a) 

 

In the case of asset purchase, the investor purchases individual assets of the company, 

such as inventory, equipment, goodwill, intellectual property rights, customer lists, and 

so on. Generally, asset sales do not include cash and equivalents of the target, neither 
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long term debt obligations. Therefore the transaction of assets is often done on a cash-

free and debt-free basis. (Corporate Finance Institute, 2019a) 

 

A stock purchase can be seen as a more straightforward way to go through 

transactions than an asset purchase because it is less complicated. The acquirer buys 

the target's stock's and takes the target as it finds it in regard to assets and liabilities. 

(Corporate Finance Institute, 2019a) 

 

 

 

3.6 M&A process from acquirers point of view 

 
Every M&A process is unique. However, nearly every transaction follows the same 

steps from finding out the need for acquisition until closing the deal. In Figure 4. is 

shown a typical step by step checklist for the M&A process from the acquirers' point of 

view, and below it, these steps are opened further. (Corporate Finance Institute, 2020) 

The process can be divided into two phases, Designing process and its 

Implementation. 

Figure 3. Advantages and Disadvantages - Asset vs Stock purchase 
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Acquisition Strategy – Developing a good acquisition strategy helps acquirer to find out 

what they expect to gain from making the acquisition. It should be clear what is the 

purpose of the acquisition before any other steps could be taken. 

 

Acquisition Criteria – Write down the critical criteria for identifying potential target 

companies.  

 

Searching for Target – The acquirer uses their identified search criteria to look for and 

then evaluate potential target companies. 

 

Acquisition Planning – Contacting one or more companies that meet the acquirer's 

search criteria to get more information about the target and to see how amenable to a 

merger or acquisition the target company is. 

 

Valuing and Evaluation – In case contacting and conversations goes well, the acquirer 

asks the target company to provide substantial information that will enable the acquirer 

to further evaluate the target as a business on its own and as a suitable acquisition 

target. 

Figure 4. M&A process - step by step (Corporate Finance Institute, 2020) 
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Negotiation – After creating several valuation models of the target, the acquirer should 

have sufficient information to make a reasonable offer. Once the initial offer has been 

presented, the two companies can negotiate in terms of more detail. 

 

Due Diligence – Due Diligence is an exhaustive process that usually begins when the 

offer has been accepted. Due Diligence aims to confirm the acquirer's assessment of 

the target company's value by conducting a detailed examination and analysis of every 

aspect of the target’s operations, business, and assets legally and financially. 

 

Purchase and sale contract – When Due Diligence is completed with no significant 

problems or concerns arising, the next step forward is executing final contracts for sale 

where the parties make a final decision on the type of purchase agreement, whether it 

is to be a share or asset purchase. 

 

Financing – Financing options for the deal have been explored earlier, but the details 

of financing typically come together after the purchase and sale agreement has been 

signed. 

 

Implementation – When the deal is closed, management teams of the target and 

acquirer companies work together to merge the two firms and thus realize synergies. 

 

3.7 Russian company as a target in Cross-border Acquisitions 
 

Concerning M&A activities in Russia, several new laws have been introduced during 

the past years. Traditionally Russian M&A transactions where foreign investors have 

been participating, foreign laws have governed the principal documents of the 

transaction, such as Sale and Purchase Agreement ('SPA') and Shareholders' 

Agreement ('SHA'). Previously Russian law executors have decided to make Russian 

law more attractive for foreign investors as well as bring Russian legal concepts closer 

to western practices. (Brank, Dunaev, Korotkova & Skopchevskiy, 2018) 

 

In Russia, any transaction undertaken by a foreign investor to any Russian company 

may require prior approval from a commission headed by the prime minister and 
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consisting of representatives of state authorities. Previously, only transactions 

involving foreign investors acquiring control over companies operating in the strategic 

sectors or certain other transactions conducted by foreign states or international 

organizations required the commission’s approval. (Brank, Dunaev, Korotkova & 

Skopchevskiy, 2018) Strategic sectors are natural resources, defense, media 

industries, and monopoly companies like certain communications and railway 

companies. (Nogovitsyna, Pavlovich & Syrbe, 2014) The legislation is intended to be 

similar to the US and other laws allowing the government to reject foreign investment 

if such investment raises security concerns. (Brank, Dunaev, Korotkova & 

Skopchevskiy, 2018) 

 

Previously an acquisition of an offshore holding company that holds the target 

company was a prevalent way to acquire a Russian company. However, because of 

significant legal reforms in Russia, there is a general trend away from foreign structures 

towards direct investments in Russian companies. (Miroshnikova, Kushnarenko, 

Rovinskiy & Krugovykh, 2017)  

 

3.8 Literature review 
 

Critical factors of successful M&A process can be divided into two categories, that are 

pre- and post-merger integration activities. (Birkinshaw, Bresman & Håkanson 2000 

and Haspelagh & Jemison 1991) These activities can be divided further into several 

key points (Gomes, Angwin, Weber, & Tarba, 2013). John Kitching (1967) studied what 

are these key points in his research that was published in Harvard Business Review 

('HBR'). His research was divided into two parts, a survey of the management literature 

and field interviews with 25 top-level executives of 22 companies. Kitching's (1967) 

findings showed that previous studies concentrated only on the events leading up to 

and immediately following an acquisition. However, Kitching (1967) believed that the 

results of acquisitions are not apparent until two years after the acquisition has taken 

place. Therefore Kitching (1967) focused on timeline two to seven years after an 

acquisition to results become stable enough to be evaluated accurately. 

 

Kitching (1967) divided his findings to the objective and subjective results. His objective 

results showed that there is a matter of the type of transaction. There is a relatively 
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high risk of failure in concentric acquisitions and relatively low in horizontal mergers. 

The mismatching size of the target company compared to the acquirer, is also critical. 

Kitching's (1967) findings showed that transactions where the target company's sales 

were less than two percent of the acquirer's sales before the merger occurs 84% of 

the acquisitions considered failures. In 81% of the failures, the organizational format is 

disturbed at least once after the acquisition. He also found that synergy in M&A should 

be the largest where production facilities are combined because economies of scale 

are possible. Combinations based on technology, research, and development ('R&D'), 

marketing, personnel, and finance should be of diminishing value, in that order. 

Kitching's (1967) subjective findings can be straightened out into six major points: 

 

1. The critical element for success is not the amount of potential synergy that can 

be gained by combining two companies. The critical element is the existence or 

absence of change management – people who can speed up the combination 

process. In the most successful mergers, the acquiring company brought new 

managers of change or motivated the old management to exercise effective 

change.  

 

2. According to the executives interviewed, failure occurs in a pattern that might 

be formularized following way: (Managerial competence of an acquirer + 

Managerial competence of target) > Managerial competence of a merged 

company. According to Kitching (1967), this pattern has been so universally and 

firmly stated that it gains almost the stature of physical law. “Although this “law” 

may seem obvious, the appraisal techniques to which its acceptance gives rise 

are highly sophisticated. Furthermore, it had been overlooked by almost all the 

companies whose acquisitions failed.” 

 

3. Reporting relationships between parent and acquired companies, along with the 

control systems and organizational responsibilities, has a dominant influence 

on the success or failure of the merger.  

 

4. Companies that react only to opportunities to purchase are less successful in 

acquisitions than companies with an overall strategy, which includes an 

acquisition program. Successful companies are actively screening potential 
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acquisition targets and often solicit the sale of companies they would like to 

purchase. 

 

5. Successful companies develop a set of acquisition criteria consistent with the 

overall strategy and then apply them precisely. According to Kitching (1967), 

“This is hard to do in the atmosphere of secrecy and emotion which surrounds 

negotiation, but acquirers with much experience have nonetheless evolved 

valuable techniques for cool appraisal.” 

 

6. Even if the case of successful acquisitions, the return on investment is less than 

expected because parent companies tend to underestimate targets future 

requirements for the additional need for financing. Also, the demands on the 

parent management time is underestimated.  

 

Kitching's (1967) pre- and post-acquisition recommendations for management can be 

divided into four essential tasks to reach successful acquisition: 

 

1. Tasks in change: 

 

a. “Identify the nature of the management tasks.” 

b. “Evaluate the managers in the new organization against the tasks to be 

accomplished and decide which managers should be let go.” 

c. “Specify which managers in the acquirer company can be spared to take 

care of the new acquisition and decide whom to hire in addition.” 

d. "Motivate the new team to manage change." 

 

2. Stick to the plan and specify the control system of change. Decide the 

organization structure, name the top executive who is accountable and keep in 

mind that problems can probably be avoided by grouping the new organization 

with other subsidiaries having similar business operations. 

 

3. Strategic planning responsibility should be allocated to a top-lever officer, 

preferably working on a full-time basis. Ask him to develop acquisition criteria 

that are consistent with overall corporate policy. At the time, specific M&A 
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opportunity arises, ask each executive in charge of a major function for a formal 

appraisal of the company. 

 

4. Evaluate the Return on Investment projections for the new company: 

 

a. “Threat the forecasts of production and technology cash payoff with 

skepticism.” 

b. “Make sure that the marketing synergies can be realized in practice.” 

c. “Give the greatest weight to the cash payoff expected in the finance 

area.” 

d. “If the acquiring corporation is new to the game, why not tap the skills 

and experience of the sophisticated acquirers, especially their 

knowledge in the area of risk reduction at negotiation time?”. 

 

Shortly John Kitching's (1967) findings in the pre-acquisition process were based on 

research, evaluation, and selection of the potential target while findings for post-

acquisition activities were more management related tasks.  

 

After Kitching, many researchers have studied key factors for the successful 

acquisition, and mainly these new findings support Kitching's findings. One crucial 

factor in both pre- and post-merger activities is valuation. There are always two sides 

in the M&A process, so the question is how much of the value goes for owners of the 

acquirer and how much to target's owners (Howell, 1970). If the valuation of the target 

is too high, the acquirer's shareholder value will be decreased. This situation can lead 

to negative effects in the post-merger integration process by destroying the synergies 

(Bushin, 2017). 

 

As before said, the critical factor for the successful M&A process has been seen in the 

post-acquisition integration process. (Birkinshaw, Bresman & Håkanson 2000 and 

Haspelagh & Jemison 1991) Post-acquisition integration can be divided into human 

and task integration. Human integration is vital in generating satisfaction and shared 

identity among the merged companies' employees and counterparts. Task integration 

means how the value-adding activities of the merging companies are harnessed to 
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generate synergies that involve the transfer of capabilities and sharing of resources 

within merging companies. (Birkinshaw, 1999 and Birkinshaw et al. 2000) 

 

The amount of academic literature dedicated to M&A activities in Russia and published 

in financial and management journals in English has been quite low; even Russia is 

one of the largest economies in the world. (Bushin, 2017) Therefore there is a lot of 

potential for more research, and it can also be assumed that there is a demand for 

further studies within M&A in Russia.  

 

The level of foreign investments in the history of M&A in Russia has remained quite 

low. One of the most significant reasons for this can be seen that the history of M&A 

in Russia is quite short. During the 20th century, Russia was a part of the Soviet Union, 

and the Soviet Union was "heart state" of communism. Communism does not accept 

market-based trading because everything is owned "by the people of the state," and 

all trade was regulated. After the Soviet collapse in 1991, the country transferred from 

the planned economy to the market economy. Aforementioned means that previously, 

the state-owned everything and under the market economy government companies 

were sold or given to private owners. In the Soviet Union, there were strict regulations, 

and the state owned everything. After turning to the market economy, Russia had to 

develop all regulations from scratch. (Bushin, 2017) 

 

In 1997 Shama & Shama noted in their publication in Financial Analysts Journal that 

"in Russia, what you see is not what you get." Shama & Shama (1997) claimed that 

Russia's actual economy might have been twice as large as officially reported back in 

days, because private-sector companies, which constitute more than half of Russia’s 

economy, did not report about 90 percent of their revenues and profits. Of course, in 

the 21st century, things have been slightly changed, but in the first decade of the Post-

Soviet era, foreign investors' had to analyze and made their decisions based to 

incomplete and misleading data that they got from Russian officials or by observations 

they made during their trips to Russia. 

 

In 1997 Shama & Shama find out that the best way to analyze and evaluate the 

Russian economy during the late 1990s was qualitative research by interviewing 

businesspeople behind closed doors, and things have not changed. Even today, a 
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significant part of Russian economic decisions is still made behind the secret doors. 

Therefore, researchers who are looking to study any economic or business topic 

related to Russia should collect qualitative data by interviewing people. (Bushin, 2017) 

 

Shama’s & Shama’s (2017) interviewing technique included a strict plan for collect as 

delicate qualitative data as possible of the interview. They led the businesspeople from 

the typical questions to more specific and sensitive. The results of the interviews were 

impressive. Official reports about the Russian economy showed a 15 percent decline 

annually, but the results of the interviews showed otherwise. About 90 percent of 

interviewed people said that their businesses grew anywhere between 15% to 250%. 

(Shama & Shama, 1997) 

 

In 2018 Oleg Golovin investigated the growth implications of cross border acquisitions 

in Russia during 2002 - 2017. The basis of Golovin’s study leans on the topic of the 

Effectiveness of foreign acquisitions in Russia. One of Golovin’s (2018) research 

question was: Does the taking control of the target by acquiring over 50% stake affect 

positively to the growth of the acquired company and, therefore, for the entire sector 

and market which is a direct driver for the economic development of the country? 

Golovin stated that in previous studies has been found that in case foreign investor 

owns a controlling stake (over 50% stake) in a Russian company, there is more 

motivation for the technological and managerial development of the business. Golovin 

presumed based on previous studies that in the transactions where foreign investors 

take control over the target, the final result of the transaction is that the company is 

more likely to have better labor to work for it, and the company is more likely to integrate 

new technologies.   

 

In the case in Finnish – Russian transaction Finnish party is a non-offshore participant, 

Golovin's (2018) study found an interesting point of view for making an acquisition. 

Non-offshore deals where the majority of the stake was acquired, there was a 

significant and robust negative effect on the growth of the target. In non-offshore deals 

where minority stake was acquired, there was a potentially positive effect on the growth 

of target. 

Klemola (2018) studied the profitability of M&A in the Russian banking sector from 

2005 to 2013 by the perspective of ownership structure and post-acquisition 
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performance. Klemola (2018) found that the ownership structures of acquired banks 

explain only a small part of the post-acquisition performance in the Russian banking 

sector. Research also found that cross-border acquisitions of privately held banks are 

associated with positive and statistically significant abnormal returns. Klemola’s (2018) 

study was made by quantitative analysis while the sample size was quite small, only 

20 transactions between 2005 and 2013, and therefore significant noteworthiness 

cannot be given to this research.  

 

In June 2011, Olivier Bertrand and Marie-Ann Betschinger investigated the impact of 

domestic and international acquisitions initiated by Russian firms on their operating 

performance. Bertrand & Betschinger (2011) found slightly adverse effects associated 

with acquisitions because of the lack of M&A experience and capabilities, especially in 

international acquisitions. However, Bertrand & Betschinger (2011) found that there is 

positive interaction to draw considerable benefits in cross-border deals in case an 

acquirer is in the acquisition program. The acquisition program means making multiple 

acquisitions at the same time. 

 

Kalotay & Panibratov (2013) studied Cross-border M&A and competitive advantage of 

Russian Emerging Markets Multinational Enterprises ('EMNEs'). In research, Kalotay 

& Panibratov (2013) took the perspective of a Russian company as an acquirer. Two 

main questions in this research are: Why do Russian Multinational Enterprises 

('MNEs') choose acquisitions as an entry mode, and which competitive advantages do 

Russian MNEs gain via acquisitions abroad? Kalotay’s & Panibratov’s (2013) study 

found that although most of the Russian MNEs are based in natural-resource-based 

industries, their motivations are far from being purely resource-seeking. The findings 

of the paper are interesting because Russian companies are not looking to ensure the 

supply of resources to the home market but to control the global markets of their own 

resources.  

 

Reddy, Nangia, and Agrawal (2014) studied how the 2007-2008 global financial crisis 

affected cross-border mergers and acquisitions by the adjusted event-study method to 

find out differences between the pre-crisis period (2004-2006) and the post-crisis 

period (2008-2010). Sample of the research contains 26 countries, selected based on 

the number of deals representing cross-border M&A sales. Both Finland and Russia 
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were included in the research. Finland was chosen to the sample because in the first 

phase of selection was selected countries which a total number of deals between 1991 

and 2010 was more than 1 percent of total deals done in the world during that time and 

it was participated in sell-side at least three times during 2004 to 2006 and 2008 to 

2010. BRIC (Brazil, Russia, India, and China) countries, and therefore Russia was 

included because part of their path to becoming emerging markets included 

institutionalizing the concept of M&A (Reddy, Nangia, & Agrawal 2013). Hypothesis' in 

the study was: There is no significant difference between the pre- and post-crisis years 

for three variables that were: number of deals, deal value, and average deal value for 

sellers and acquirers. 

 

Reddy, Nangia, and Agrawal (2014) found that during the post-financial crisis years in 

2008 and 2009 was a negative trend in a number of deals and deal values globally. 

However, the number of transactions recovered strongly in 2010. Therefore, Reddy, 

Nangia, and Agrawal (2014) predicted that a positive trend in the amount of CB-M&As 

would continue over the next decade after the financial crisis. 

 

During the post-crisis period, the second-highest growth rate in a number of CB-M&A 

sell-side deals was in Russia. Growth related to the year 2007 was 55,608%. 

Researchers suspected that Russia attracted foreign investors after the crisis due to 

various policy changes, such as deregulating the investment norms, sale-out of state-

owned companies, and tax subsidies or incentives. However, it should be noted that 

in 2008, the decrease in the number of deals in Russia was about -17,7%, while growth 

in 2009 was 2,2% and in 2010 85%. During the post-crisis period, the total deal value 

in Russian CB-M&A sell-side deals increased by 2,864%, and the average deal value 

decreased by 37,688% related to the year 2007. (Reddy et al. 2014) For Finnish CB-

M&A, sales during the post-crisis period have not been given written observation. The 

numbers for Finnish CB-M&A sales during the post-crisis period can be seen in the 

Table 1. 
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Table 1. Country-wise Cross-border M&A Sales during Post-crisis Period compared to 

the year 2007. (Reddy, et al., 2014) 

Country-wise CB-M&A Sales during Post-crisis Period compared to the year 2007 

  Number of deals Deal Value Average Deal Value 

Finland -9,151 % -34,960 % -17,042 % 

Russia 55,608 % 2,864 % -37,688 % 

Overall 26 countries 5,272 % 10,439 % 11,315 % 

 

Finnish and Russian participants as an acquirer in CB-M&A during the post-crisis 

period had been shown significant growth in a number of deals. Both Finland and 

Russia had been mentioned in the research because of high growth in all variables 

compared to other countries and overall results. Finland's growth in total deal values 

was second highest of all countries, only Belgium's growth of 166,228% was higher in 

total deal values. For the same variable, Russia's percentage was the third-highest of 

all countries. (Reddy, et al., 2014) Percentage's for Finnish and Russian CB-M&A 

purchases during the post-crisis period can be seen in Table 2. 

 

Table 2. Country-wise Cross-border M&A Purchases during the Post-crisis Period 

compared to the year 2007. (Reddy, et al., 2014) 

Country-wise CB-M&A Purchases during the Post-crisis Period compared to the 
year 2007 

  Number of deals Deal Value Average Deal Value 

Finland 25,253 % 124,147 % 39,274 % 

Russia 25,190 % 113,169 % 38,880 % 

Overall 26 countries 8,559 % 56,110 % -5,846 % 

 

In 2013 William Degbey and Elina Pelto studied how cross-border M&A triggers 

network change in the Russian bakery industry. In previous studies from Öberg, 

Henneberg & Mouzas in 2007 and Havila & Salmi in 2000 has been acknowledged 

that M&As have the potential to change the structure of any business network 

considerably. Degbey and Pelto explain the concept of a network in the industrial 

markets as "interconnected relationships of different actors controlling heterogeneous 

resources and conducting interlinked activities," according to Gadde’s & Håkansson’s 

(2001) as well as Håkansson’s & Johanson’s (1992) definitions.  
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The case study of Degbey and Pelto (2013) is based on Fazer Group's acquisition over 

the bakery company Hlebny Dom in 1997. Acquisition of Hlebny Dom was Fazer's 

greenfield acquisition to enter the Russian markets. By the year 2013, Fazer has been 

bought four other Russian bakeries, Murinsky in 2002, Vasileostrovky in 2003, the 

Neva in 2009 and Zvezdny in 2005. Degbey & Pelto (2013) found that in Fazer 

implemented many changes in the Hlebny Dom, concerning organization structure and 

activities. These changes influenced directly to the Hlebny Dom's production, sales, 

marketing, R&D, quality control, and distribution activities by enhancing them 

significantly. Additionally, Fazer brought know-how of business and financial 

knowledge to the Hlebny Dom and for the whole industry. The changes that 

implemented at the focal level (the relationship between acquirer and acquired 

company) had a direct impact on dyadic relationships (direct relationships with 

suppliers and customers), which were relatively rapid during the early post-acquisition 

integration phase. Halinen, Salmi & Havila (1999) and Hertz (1999) Describe that 

dyadic level relationships spread to the network level (indirect relationships with 

suppliers and customers) as connected changes start to appear. In Fazer's and Hlebny 

Dom's case, this can be seen when Hlebny Dom's suppliers made changes to their 

activities that impacted the company's respective suppliers and customers. In this case 

(Degbey & Pelto, 2013)  

 

All at all, Degbey & Pelto (2013) found that foreign direct investment to Russia at the 

turn of the century-initiated change towards suppliers in the form of requests to meet 

new quality requirements, whereas, towards customers, the change came in the form 

of new product offerings. This reinforced some adverse effects on suppliers because 

requirements for quality could not be met. Degbey & Pelto (2013) recognized that the 

impact of cross-border M&A's for external relationships with suppliers and customers 

might vary according to the characteristics of the acquisition. According to Degbey & 

Pelto (2013), the execution of post-acquisition activities plays a critical role or 

successful cross-border acquisition when it comes to business networks. Therefore, 

the investigation of the target company's network should be done for precise insights 

and further analysis. Understanding of interdependence and interrelatedness of 

relationships in supplier and customer networks may activate executives to look 

beyond their immediate network horizon. (Degbey & Pelto, 2013) 
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3.9 Professional literature 
 

In this section will be presented a summary of the United Nations Conference On Trade 

and Development's ("UNCTAD") World Investment Reports ("WIR") and KPMG's 

Russian M&A Overview reports from 2009 to 2019. All World Investment Reports 

consider previous and current year events and focus on a specific topic that is timely 

at the time of the publication. KPMG's Russian M&A Overview issues have been 

published since 2011. Practically more up-to-date professional literature and outlooks 

except academic literature have not been done, and therefore these two sources are 

playing the central role in this study. In WIR, Russia has been included in Common 

Independent State ("CIS") region and most of the trends in the reports have been 

imported at this sub-level. In some reports, Russia is included in "Transition 

economies," which means CIS and South-East European countries. However, as the 

largest country of these regions, the results of the whole area take bearings to Russia 

and therefore gives a good hint of events in Russia. All World Investment Reports have 

some kind on the topic under which they are made. As a writer, I do not see this 

information crucial for this thesis, but it gives a quick look for what kind of megatrends 

were exposed at the moment of publications globally. Therefore, topics of reports are 

named, but not explained any further.  

 

3.9.1 World Investment Report’s 

 

At the beginning of this section, I want to bring up that following inflow numbers may 

be inaccurate. If you take a closer look at FDI in the Russian Federation, it reveals that 

a substantial proportion of FDI inflows are in reality, a capital return from offshore held 

by Russian residents in Europe and various financial hubs around the world. According 

to the WIR09 report, nearly half of FDI inflows in 2008 were invested in oil production 

and exploration, according to the Central Bank of the Russian Federation. However, 

no new significant investments or major acquisitions by foreign firms in the Russian oil 

industry were reported to have taken place. A large share of inflows in 2008 originated 

in the Netherlands, so it is likely that Gazprom's financial services affiliate in that 

country, which was channeling money back into the Russian energy industry. Also, 

special purpose entities in the British Virgin Islands and Cyprus appear to have been 

involved in such investments. (UNCTAD, 2009) Therefore numbers in this section are 
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not adjusted and all transactions are taken into account by total value and number of 

transactions. In section four, M&A activity between Finland and Russia we take a closer 

look at the value and number of transactions between Finland and Russia, excluding 

all other foreign acquisitions. Please note that all figures in written sections are "real 

numbers" from reports at the time of publications. Numbers in tables at the end of this 

section are adjusted and presented on a net basis and therefore the most relevant at 

the time of publication of this thesis. Net basis = capital transactions' credits less debits 

between direct investors and their foreign affiliates. Net decreases in assets or net 

increases in liabilities are recorded as credits, while net increases in assets or net 

decreases in liabilities are recorded as debits. Hence, FDI flows with a negative sign 

indicate that at least one of the components of FDI is negative and not offset by positive 

amounts of the remaining components. These are instances of reverse investment or 

disinvestment. 

 

The main topic in WIR – 2009 (together "WIR09" etc.) was Transnational Corporations, 

Agricultural Production and Development. In this publication, BRIC countries were 

seen as potential leaders and prospects of the FDI recovery after the financial crisis. 

In the 2008 FDI inflows to Russia reached a new all-time high, $73 billion despite 

economic turmoil and conflicts in certain parts of the CIS area. Especially industries 

that are less sensitive to business cycles and operate in markets with stable demand 

like pharmaceuticals were seen as an engine for FDI boom. The report predicted that 

the exit of public government funds from ailing industries would be a possible trigger 

for a new wave of cross-border M&As in the countries above. Also, fast-growing local 

consumer markets in the CIS area arouse interest in foreign investor's minds. Despite 

stricter regulations, foreign investors continued to invest in natural resource-based 

projects. In 2008 Russia continued to liberalize its FDI regulations in specific industries. 

The liberalization of electricity generation in the Russian Federation was seen as the 

most salient case because Russia is the fourth-largest producer of electricity in the 

world. In 2008 Finland became the leading source of investment through cross-border 

M&As in whole South-East Europe and the CIS. When its power utility firm, Fortum 

acquired a controlling stake in the Russian regional power-generating company TGK-

10 for $3.2 billion. (UNCTAD, 2009)  
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At the time of publication WIR10, climate change was rearing its ugly head, and that's 

why the report was focused on a low-carbon economy. At the time of the publication, 

for the first time, half of the global FDI inflows was going to developing and transition 

economies while the share out of the total inflows kept rising. In 2009, after eight 

consecutive years of growth in the FDI inflows to Russia, almost halved to $36 billion, 

compared to the previous year. FDI inflows to Russia dropped, because of weak local 

demand, declining expected returns in natural resource-based projects, and the drying-

up of round-tripping FDIs. Nevertheless, Russia ranked sixth in the global ranking of 

FDI inflows in 2009, which mirrors total declining and depression of the world's 

propensity to invest at the time. At the end of 2009, Russia amended its Law on Special 

Economic Zones to reduce the minimum investment threshold, by widening the list of 

permitted business activities, and by simplifying land acquisition and administration 

procedures [Federal Law 340-FZ of 25 December 2009]. (UNCTAD, 2010) 

 

WIR11 focused on non-equity modes of international production and development. 

That mainly means outsourcing services and production. In 2010 FDI inflows to Russia 

increased by 13% to $41 billion. Foreign investors continued to be attracted to the fast-

growing local consumer market and PepsiCo's acquisition over Wimm-Bill-Dann for 

$3.8 billion was seen as a sign of investor confidence in Russia. In WIR11, FDI inflows 

were expected to increase in next year on the back of a new round of privatizations, 

World Trade Organization ("WTO") accession and therefore the more investor-friendly 

environment. In 2010 Russia introduced simplified rules for employing highly qualified 

foreign specialists [Federal Law No. 86-FZ, 19 may 2010], but at the same time, they 

tightened the rules for foreign automobile producers with assembly plants in Russia. 

For producers to continue to enjoy duty-free importation benefit for components, they 

will have to increase the overall production volume in Russia and use a higher level of 

locally produced parts. [Ministry of Industry and Commerce, Ministry of Economic 

Development and Ministry of Finance, Joint Order No. 678/1289/184H, 24 December 

2010]. (UNCTAD, 2012a) 

 

WIR12 focused on the topic of a new generation of investment policies. In 2011 FDI 

inflows to Russia increased by 22% to $53 billion. Foreign investors were seen 

motivated by the continued fast-paced growth of the domestic market as well as 

affordable labor costs. They also continued to be attracted by high returns in energy 
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and other natural resource-related projects, e.g., Exxon Mobil's and Rosneft's 

partnership deal for untapped reserves of the Arctic zone. Energy, gas, mining and oil 

tend to attract the most attention for media. In 2011 the consumer market was as well 

target for cross-border M&As in Russia. Russia relaxed the approval requirement for 

foreign acquisitions in companies that extract subsoil resources from 10% of shares to 

25% [Federal Law No. 322-FZ, 17 November 2011]. (UNCTAD, 2012b)  

 

In December 2011, WTO formally approved the terms of the Russian Federation's 

entry to the WTO. The Russian Federation had to ratify the accession agreement until 

mid-July 2013 to become a member. Fulfilling the WTO obligations would involve 

substantial trade and investment liberalization measures. These measures would have 

implications for FDI flows into the Russian Federation in Service, Manufacturing and 

Primary sectors. (UNCTAD, 2012b) 

 

WIR13 focused on the topic: Global Value Chains: Investment and Trade for 

Development. In 2012 FDI inflows to Russia decreased by 7% to $51 billion. Foreign 

investors continued to be motivated by the growing Russian market, as reflected by 

high reinvestments in the automotive and financial industries. Also, accession to the 

WTO had an impact on investment decision making for certain projects. A large 

proportion of FDI's continued to be a return of offshore capital held by Russian 

residents. The most significant investment in 2012 was by Russian investors based in 

Cyprus, one of Russia's main offshore destinations. In 2008 and 2010 to 2012, more 

than 50% of FDI flows to Russia were from Cyprus, Luxembourg, Ireland, British Virgin 

Islands and the Netherlands. All tax haven’s for Russians. (UNCTAD, 2013) 

 

WIR14's topic was: Investing in the SDGs: An Action Plan. SDG means Sustainable 

Development Goals. In 2013 Russia was the world's third-largest recipient of FDI by a 

57% increase in inflows reaching $79 billion. Russia was the first time in the top 3 of 

FDI recipients. Like in previous years, 2013 did not make an exception and foreign 

investors continued to be motivated by stable growth in the Russian domestic market 

with substantial productivity gains. Especially high returns in energy and natural 

resource-related projects attracted foreign investors. However, projects in the oil and 

energy sectors can be seen as "hard to access" projects, so quite often these kinds of 

activities are made by a partnership or joint venture based way. The most important 
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transaction in 2013 was Rosneft's and BP's partnership deal, where Rosneft took over 

TNK-BP. Rosneft paid to TNK-BP's two owners $55 billion. British Virgin Island based 

AAR Consortium got all in cash ($27,5 billion) and United Kingdom ("UK") based BP 

$12,5 billion in cash and an 18,5% stake in Rosneft, valued at $15 billion. This whole 

transaction affected itself by $15 billion FDI inflows to Russia and FDI outflows by $55 

billion. (UNCTAD, 2014) 

 

The topic of WIR15 was Reforming International Investment Governance. In 2014 FDI 

inflows to Russia declined by 70% to $21 billion. The fall of flows was mainly based on 

negative growth prospects and an adjustment after the level reached in 2013, mostly 

because of the Rosneft-BP transaction, which was 70% of total FDI in 2013. In March 

2014, many countries implemented sanctions against the Russian Federation and this 

caused depreciation of Russian rouble. FDI inflows to Russia fell dramatically because 

of the aforementioned. Sanctions impacted directly on FDI inflows because of standstill 

in many energy and natural-resources-related projects. For example, in November 

2014, German BASF and Russian Gazprom agreed to scrap a $14,7 billion asset swap 

that would have given two west Siberian gas fields to BASF. For exchange, Gasprom 

would have received full control of a jointly operated European gas trading and storage 

business, including the most significant underground gas storage facility in Europe. In 

the oil industry, US-based ExxonMobil had to freeze all of its joint ventures with Rosneft 

in the Arctic region. Gazprom's and US-based Shell's joint project of the Bazhenov field 

in West Siberia had to be suspended. (UNCTAD, 2015)  

 

According to The World Bank (2015), the indirect impact of sanctions on the Russian 

economy also explains the decline in FDI inflows are:   

 

1. “Massive outflows of capital made the foreign exchange market volatile and 

caused a significant depreciation of the Russian rouble," 

 

2. "Restricted access to international financial markets for Russian companies and 

banks, made external borrowing very expensive for others," and 

 

3. “Low confidence of consumers and domestic businesses as future growth 

prospects reduced consumption and investments.” 
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For the past decade until the year 2014, foreign investors In Russia responded 

positively to the country's fast-growing consumer market and the liberalization of 

selected industries. A sharp increase in cross-border M&A sales in manufacturing 

industries has made the presence of foreign affiliates important for the Russian 

economy, especially in several key sectors, such as the automotive, tobacco, beverage 

and power generation industries. Because of the sanctions mentioned above, 

consumer confidence in Russia has declined and led many foreign automotive 

companies to cut their production in the country. Large MNEs like US-based PepsiCo, 

Greece-based Coca-Cola Hellenic and Danish-based Carlsberg have also planned or 

already closed their production in the country. (UNCTAD, 2015)  

 

The topic of WIR16 was Investor Nationality: Policy Challenges. FDI inflows continued 

to drop. The decline was 66,3% to $9.8 billion compared to the previous year. FDI 

flows were mainly in the form of reinvested earnings, as new FDI flows almost dried 

up. This can be seen as a result of falling oil prices and geopolitical tensions that 

damaged economic growth prospects and corrode the investors' interest's in the 

country. At the end of 2014, a new Russian anti-offshore law was adopted. However, 

some of the offshore centers' investments were transshipped to third countries, rather 

than recycled back into the home economy. The aforementioned can be seen as the 

main reason for the FDI drop in 2015. (UNCTAD, 2016) 

 

After two consecutive years of decline in FDI inflows, the year 2016 was bounce-back 

on the rail. FDI inflows more than tripled from the previous year to $37.3 billion. The 

topic of WIR17 was Investment and The Digital Economy. The excellent performance 

of exports in oil and other energy products, as well as stabilization in oil prices, was 

seen as the main reason for recovery. Privatization was seen as a potential prospect 

for future FDI growth in Russia. According to Russian News Agency Tass (2017), a 

new Russian program of privatization over the years 2017 to 2019 was announced in 

2016, offering stakes in large firms such as bank VTB, diamond producer Alrosa, 

shipping company Sovcomflot and the Novorossiysk Commercial Seaport. (UNCTAD, 

2017) 
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The topic of WIR18 was Investment and New Industrial Policies. The decline in FDI 

inflows to Russia in 2017 was 32% to $25,3 billion. Natural resources continued to 

dominate inward FDI in the country. The Russian Federation registered one cross-

border M&A megadeal, a 19,5% stake acquisition in State-owned oil and gas company 

Rosneft by a consortium of Swiss-based Glencore and the Qatar Investment Authority 

for an estimated $11 billion. The deal was initially reported in 2016 but not finalized 

until 2017. The second-largest deal in 2017 was the acquisition of a 20% stake in the 

Rosneft affiliate Verkhnechonskneftegaz by the Chinese-based Beijing Gas Group for 

$1 billion. For next year FDI inflows to Russia expected to rise because of estimated 

growth in natural resource prices and improving macroeconomic stability. (UNCTAD, 

2018)   

 

Special Economic Zones was the topic of WIR19. In 2018 FDI inflows to Russia 

contracted by 48,6% to $13,3 billion, mainly due to geopolitical concerns and sluggish 

GDP growth. The Russian government has been aiming to de-offshoring since 2012 

(Kheyfets, 2018) to counteract the strategies of some Russian MNEs to domicile their 

headquarters or part of share capital in economies with sizeable corporate services 

industries, such as Ireland, Netherlands and Cyprus. Various amendments to the tax 

code were adopted after the first anti-offshoring legislation in January 2015 to make 

the offshoring less attractive. In 2018 new law was adopted and inner offshore zones 

were created in Kaliningrad Oblast and the Primorsk Territory [Federal Law No. 291-

FZ]. In the Russian Federation, GDP growth prospects for 2018-2020 are estimated to 

be less than 2%. Uncertainties in the international political context also continue to 

hamper FDIs. However, in case planned additional spending on infrastructure by the 

government is likely to remove bottlenecks and therefore have a positive impact on 

FDI. (UNCTAD, 2019)   

 

3.9.2 World Investment Report data tables 

 

Numbers for both, Russian Federation and Finland for years 2007 – 2018 are 

described in this section. Data here is collected from United Nations Conference on 

Trade and Development’s website, Source: UNCTAD, FDI/MNE database 

(www.unctad.org/fdistatistics). All numbers are updated at the time for publication of 

World Investment Report in 2019. Chart 3 and Table 3 note that totals exclude the 

http://www.unctad.org/fdistatistics
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financial centers in the Caribbean. Charts 4, 5 and Tables 4 and 5 note that: All values 

and numbers referring to cross-border M&As are presented on a net basis. Net cross-

border M&As are calculated considering sales of companies in a host economy to 

foreign MNEs. It excludes sales of foreign affiliates that are already owned by foreign 

MNEs to other foreign MNEs. Divestments mean sales of foreign subsidiaries to 

domestic firms, and these are subtracted from the value. Totals exclude the financial 

centers in the Caribbean. The source for the methodological note of data in World 

Investment Reports can be found from the reference list (UNCTAD, 2020).   

 

As we can see in Chart 3. below, during the post subprime crisis-era FDI inflows to the 

Russian Federation has not reached the level of inflows at the time before the crisis. 

The variance of inflows has also been quite high and clear trends can not be seen 

visually. All this has been opened more precisely in section 3.8.1 World Investment 

Reports. It is noteworthy that foreign investments from Finland leaped in 2016, but 

Nokia's takeover of French-American Alcatel-Lucent can mainly explain this. Negative 

outflows for FDI outflows in Finland for years 2013, 2015 and 2017 mean that Finnish 

investors have sold their assets outside Finland (United Nations, 2019). Chart 4 and 

Table 4 presents the value of net cross-border M&As and Chart 5 and Table 5 number 

of total transactions Finland as an acquirer and Russia as a target country.  

 

Chart 3. FDI inflows and outflows 2007 – 2018. 
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Table 3. FDI inflows and outflows 2007 – 2018. 

FDI inflows and outflows 2007 – 2018 (bUSD) 

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Russian Federation (inflows)   54,9   75,9   27,8   31,7   36,9   30,2   53,4   29,2   11,9   37,2   26,0   13,3 

Finland (outflows)   7,2   9,3   5,7   10,2   5,0   7,5 -  2,4   1,2 -  16,6   26,1 -  0,3   11,0 

 

 

Chart 4. Value of net cross-border M&As by target and acquirer country 2007 – 2018. 

 

Table 4. Value of net cross-border M&As by target and acquirer country 2007 – 2018. 

Value of net cross-border M&As by target and acquirer country 2007 – 2018 (bUSD) 

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Russian Federation (target)   24,6   18,6   4,6   2,9   29,9   7,2 -  55,0   5,7   7,2   4,7   12,6   2,7 

Finland (acquirer) -  1,1   13,0   0,6   1,0   2,4   4,1   1,8 -  2,0 -  7,8   15,1   1,5   6,5 

World (total)  1 032,7 
  

617,6 
  

287,6 
  

347,1 
  

553,4 
  

328,2 
  

262,5 
  

428,1 
  

735,1 
  

886,9 
  

694,0 
  

815,7 

 

 

Chart 5. Number of net cross-border M&As by target and acquirer country 2007 – 2018. 
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Table 5. Number of net cross-border M&As by target and acquirer country 2007 – 2018. 

Number of net cross-border M&As by target and acquirer country, 2007 – 2018 

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Russian Federation (target)   145   224   225   365   229   176   125   136   135   101   82   50 

Finland (acquirer)   71   109   39   61   65   14   36   35   42   23   26   57 

World (total)  7 582  6 909  4 453  5 562  5 916  5 455  4 936  6 090  6 364  6 607  6 967  6 821 

 

3.9.3 KPMG Russian M&A Overview’s 

 

 

KPMG has published Russian M&A Overview issues since 2012. Like UNCTAD 

reports, KPMG's overviews are related to events in the previous year. All overview 

reports take a look at all domestic and cross-border transactions in Russia. Therefore, 

all information within reports is not crucial for this thesis because we focus on Finnish 

Russian cross-border transactions. However, the writer of this issue has tried to collect 

all relevant information and bring it up into this publication. Data in this section is 

obtained from the KPMG database. Data includes transactions valued over $5 million 

as well as transactions with undisclosed deal values where the target's revenue 

exceeds $10 million. Deal values are based on market estimates disclosed in the public 

domain and company press releases. Please note that data for years 2007 to 2009 is 

collected from 2014 report (KPMG, 2015), data for the year 2010 from 2016 report 

(KPMG, 2017), data for the year 2011 from 2017 report (KPMG, 2018), data for 2012 

from 2018 report (KPMG, 2019) and data for years 2013 to 2018 from 2019 report 

(KPMG, 2020) unless otherwise stated. Aforementioned because we want to show the 

latest possible information. If data has been taken from other sources, it will be 

explicitly mentioned. Together with UNCTAD's World Investment Reports, KPMG 

Russian M&A Overview gives a comprehensive picture of events in the Russian M&A 

field. Russian M&A deal value and volume of transactions can be seen below in Chart 

6 and Table 6. (KPMG, 2015, 2017, 2018, 2019, 2020) 

 

Table 6. Russian M&A deal value and volume. 

Russian M&A deal value and volume 

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Deal value (bUSD) 130 66 38 97 70 136 115 79 52 76 55 52 

Number of transactions 393 336 210 266 302 334 333 621 470 482 552 652 
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Chart 6. Russian M&A deal value and volume 

 

According to KPMG, 2011 was quite a disappointing year for M&A both in Russia and 

Globally. The whole M&A market in Russia experienced a sharp reduction in the value. 

Domestic transactions dominated the Russian M&A market and together with reducing 

overall activity, it reflected on lowering appetite for foreign investors into acquiring 

Russian assets. KPMG did not expect a fast total recovery of the Russian market in 

the short-term at the time of publication. (KPMG, 2012) 

 

In 2011 one out of five M&A transactions in Russia were inbound cross-border 

acquisitions. For 2010 it was 18% of all transactions.  The relatively low level of inbound 

transactions was the result of the difficult economic conditions globally and relatively 

slow progress in the improvement of Russia's investment climate at the beginning of 

the decade. (KPMG, 2012) 

 

In 2012 the value of deals announced in Russia increased to $136 billion, mainly 

boosted by Rosneft's takeover of TNK-BP by $56 billion in deal value that was the 

second-largest deal in the world in 2012. The total value of deals, excluding the 

beforementioned transaction, increased by 14% to $80 billion and the number of deals 

increased by 11% to a total of 334 deals. (KPMG, 2013)   
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In 2013 inbound M&A continued to grow steadily in deal values but declining in 

volumes. Rising deal values were mainly due to significant interest in the privatization 

of State-owned enterprises and prime real estate assets. Russian inbound M&A 

accounted for 16% of the total Russian M&A market. Escalation of tension in Ukraine 

occurred at the beginning of 2014 and therefore, uncertainties were expected to 

increase. (KPMG, 2014) Russian M&A Review 2014 (KPMG, 2015) confirmed those 

above. 

 

In 2014 Russian M&A fell by 31% to $69 billion. Economic and political turbulence took 

their toll on the Russian M&A scene in 2014. Because of the crisis in Ukraine, many 

countries set sanctions for Russia, which led to a sharp decline in M&A inflows from 

March onwards. Also, the value of domestic transactions collapsed in the wake of 

falling oil prices and a rapidly depreciating rouble. (KPMG, 2015)  

 

In 2015 Russian M&A saw 470 deals, worth a combined $52 billion. This represents a 

34 % decline in value and a 24% decline in volume. Transaction volumes fell due 

mainly to weaker domestic activity, while deal values continued its downward trend of 

recent years. Globally M&A increased to record-breaking $4.3 trillion, but Russia's 

share of the global deal value fell to 1,3% while the average was 4,3% over the past 

decade. (KPMG, 2016) 

 

In 2016 M&A deal activity in Russia leaped by 46,2 % to $76 billion. This increase was 

mainly driven by three largest deals: the 19,5% stake sale in Rosneft, privatization of 

Bashneft and significant minority stake acquisition of Indian-based Essar Oil. The deals 

above conducted almost 37% of all deal value in Russian M&A during the year. In 2016 

investors adjusted to the changing outlook for the economy and while not expecting a 

repeat of the boom conditions from previous years, investors are becoming more 

confident with that Russia can deliver above-average returns in the long-term. (KPMG, 

2017)   

 

In 2017, the deal value of Russian M&A deals decreased by 27,6% to $55 billion. 

However, the volume of transactions increased by 14,5%. A decrease of deal value 

can be seen mainly due to the absence of large deals in the oil and gas sector. 

However, as in the reviews of previous years, investors adjusted the realities of 
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sanctions and lower oil prices, but this opened their eyes for opportunities in other 

industries. By excluding the oil and gas sector of deal values in 2016 and 2017, there 

was a 37% increase from $35,5 billion to $48,5 billion. Inbound M&A from Europe also 

saw a more than two-fold increase. While in 2016, European investors invested about 

$1,4 billion in Russian companies, in 2017, the amount was over $3,3 billion. (KPMG, 

2018)  

 

In 2018, the total deal value decreased by 5,5 %, while the volume of deals decreased 

by 18,1% to $52 billion. In Russian inbound M&A deals numbers were different. The 

total deal value increased by 23,9% to $14 billion while the volume of deals dropped 

by 20,9%. As in the previous year, in 2018, total deal value suffered from a lack of 

large transactions. According to KPMG (2019) year 2018 can be seen as a year of 

consolidation in the Russian economy because of a number of large shares buy-backs 

that was amounting to 15% of the total deal value while in 2017 the same percentage 

was a little over 1%. The year 2018 was also a year of uncompleted deals in many 

sectors, but that also mirrors robust preparedness and willingness for M&A. (KPMG, 

2019) 

 

3.9.4 KPMG Russian M&A Overview data tables 

 

In this section, we take a quick outlook on data of the previous section in Russian 

inbound M&A. References and data here are the same as previously was mentioned. 

In Chart and Table below can be seen that growth in inbound deal values has been 

cyclical by growth. In 2014 and 2017, the total value of inbound M&As has dropped 

significantly, but recovery has been fast. The number of inbound transactions to Russia 

has remained relatively stable in the past decade. 

 

Table 7. Russia inbound M&A deal value and volume. 

Russia inbound M&A deal value and volume 

Year 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Deal value (bUSD) 12,4 13,6 16,3 18,4 7,9 10,8 21,5 11,4 14,0 

Number of transactions 52 71 73 63 71 65 55 110 87 
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Chart 7. Russia inbound M&A deal value and volume. 

 

The share of domestic transactions in Russia has been significant in the post-soviet 

era, but in the opinion of an author, the opening of the market has not yet "blossomed."  

However, during the past decade, the share of inbound M&A deals has decreased 

significantly, as shown in Chart below. Especially privatization of state-owned 

corporations has brought more momentum and increased the foreign investors' 

interests for the Russian market. 

 

 

Chart 8. Type of transactions by deal value. 
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The total volume of inbound transactions has been at the same level. Together Chart's 

in this section describes that it is more likely to see an increase in inbound deal values 

than in the number of transactions. 

 

 

Chart 9. Type of transaction by volume. 
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4. Three Cross-Border M&A Cases 
 

In this section is the empirical part of the dissertation. At the beginning of the section, 

selected research method and research process is described shortly. After 

methodology, three cross-border M&A cases that were interviewed for this thesis will 

be opened and analyzed in detail. The information was gathered through semi-

structured interviews during the March and April 2020. After cases and analysis, we 

move to findings and conclusions. 

 

4.1 Research process & Methodology 
 

The idea behind the topic arose in spring 2018, while the author worked in M&A related 

tasks and planned to apply study Russian and Eastern European Studies as a minor 

at Aleksanteri Institute. One criterion to be accepted to study were that students should 

include Russian or Eastern European perspective in the master's thesis. In addition to 

the previous reasons, the topic is quite timely due to actions in the Finnish Russian 

cross-border M&A scene for the past decade. The actual research process started at 

the end of 2018 by searching for potential Finnish companies that have been 

participating in Russian cross-border M&A transactions. At an early stage of the 

process, it was clear that the number of deals where the Finnish company was acquirer 

was quite small. Therefore, the qualitative research method was sensible. It was clear 

from the beginning that this research intended to gather the information that is not 

publicly available yet so the author could publish an issue that gives new information 

for companies who are planning to dismount in Russian markets by acquiring a 

company. The need for exclusive information was crucial, but because of a small 

number of transactions, only few potential companies could share their knowledge. 

During the year 2019, an author deepened his understanding of the topic by studying 

previous studies and professional literature. At the beginning of the 2020 list of 

interview topics were made and after this started contacting of potential interviewees. 

All interviews were done remotely by phone or Microsoft Teams. The interviews were 

conducted quite openly, but with the topic being given by the interviewer. After 

interviews were done, all conversations were spelled, studied case by case, and 

analyzed further.   
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According to previous studies of Shama & Shama (1997) and Bushin (2017), in 

Russian based business studies, the qualitative research method by interviewing 

executives is the best way to gather new information. The qualitative research method 

by semi-structured interviews for data collection was chosen because an author 

wanted to use best practices. The author's understanding of the topic is also at a high 

level and therefore interviewing process with executives could run down on a 

conversational basis. The semi-structured interview is an interview method that does 

not proceed through precise, pre-formulated questions but by generously focusing on 

specific pre-planned themes. All questions and topics are the same for all interviewees, 

although interviews move flexibly without a strict path. (Hirsjärvi & Hurme, 2001, Eskola 

& Suoranta, 1996)  

 

Interview topics and questions arose from previously defined research questions. 

Before the interviews, an author made an academic and professional literature review 

to find out what kind of findings researchers have found in this topic before. After 

carefully done literature review, an author knew what could not be answered straight 

from the literature review and should be discussed with interviewees to gain completely 

new information. At this point, it was clear what kind of framework for the interviews 

should be done, and interview questions were made to serve best practices for this 

research. Interviews aimed to find answers in questions by findings in the literature 

review and by interviewing executives of companies that have been participating in 

M&A related action during the post-crisis period.  

 

How did the Global Financial Crisis affect Russia as a target Cross-Border M&A 

activity?  

 

How do the mechanics of cross-border M&A transactions in Russia differ from 

domestic ones? 

 

What are the critical factors for the successful acquisition of a Russian 

company or entity? 

 

How successful Finnish – Russian cross border transactions have been from 

the acquirer's point of view after the Subprime crisis?  
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The interview frame included 11 questions that aimed at getting the most out of the 

debate. In two cases (Case A and Case C) interviewee asked the frame of an interview 

before agreeing to the interview. This was taken into account in the interview by 

additional questions regarding the interview frame during the discussion. The interview 

frame can be seen in Appendix 1. The questions were arranged in such a way as to 

make the interview as consistent as possible so leaving the subject itself would be 

more difficult. At the beginning of all conversations, interviewees presented some of 

their companies and their own backgrounds. After that, especially in case A 

interviewee opened the whole pre- and post-transaction process on a general level 

before moving on interview questions. Questions at the beginning of the interview were 

related to the pre-transaction process, e.g., Which one was a motivated participant in 

the transaction, an acquirer or a target? Why did an acquirer choose this specific 

target? After this interview moved into the process with questions like: Did you use a 

third party as an advisor in the transaction? Did any things come up during the 

transaction process that you were not prepared in advance? Could you please 

describe the whole transaction process step by step in your company’s point of view 

and how long it took from beginning to closing? After interviews went to questions to 

find out what happened in post-merger with questions like Does anything come to mind 

of this transaction process that differs from the domestic transaction? Did any macro-

economic situation affect this transaction? If yes, how? Was the transaction successful 

in your opinion? If yes, could you please open more precisely the critical factors for 

success in cross-border M&A transactions in Russia.  

 

In Case A, the interviewee was the CEO of an acquirer company at the transaction 

time. Since then, he has moved to a CEO position in another well-known Finnish family 

business. In Case B interviewee is Chairman of the Board and main-owner of the 

company. In Case C interviewee was a group CEO of an acquirer, currently he works 

as a professional board member and as a consultant in M&A. All the interviewees 

mentioned above already had a solid experience of M&A and business in general in 

Russia before the acquisition cases below. 
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4.2 Case A – Closing at the end of 2011 
 

In Case A, an acquirer is a time-honored Finnish company with approximately 46 

MEUR turnover in 2018. The company's business is to offer efficient energy solutions 

for the construction industry. Interviewee's words, this case is an excellent example of 

successful cross-border acquisition in Russia. 

 

At the beginning of the decade, an acquirer company was looking for growth 

opportunities in its business environment. After realizing the company's intention to 

grow by acquisitions, it ordered market research from a large European consulting 

company. Market research of all European markets, including western Russia. Market 

research found that at the time, the growth drivers for the company's business were 

favorable in Russia, especially in the capital area and North-Western Russia. The 

market research also helped acquirer to understand the market dynamics and its 

possible competitors in Russia. The company had already production facilities in 

Eastern Finland since the 1950s and some exports to Russia, but due to high 

transportation costs and export duties of the final product, cross-border exports were 

not commercially viable for the company. At this point, the company decided to get into 

the Russian markets. 

 

As before said, the Capital and North-Western areas were the fastest growing areas 

for the demand of the product, so the production facilities should be near both. The 

company found eight potential greenfield and brownfield dismounting targets in this 

area. After this company deliberated what is the most crucial aspect for the company 

to succeed in Russia and they concluded that customer focus is paramount. "For all 

companies that are looking for cross-border acquisitions in Russia should take into 

account customers in the market and how close they are." Logistics from production 

facilities to customers is necessary, but also easy logistics for raw material supplies is 

crucial. For this reason, the company chose to make an acquisition in a brownfield 

basis at Tver oblast upon a great highway and railway connections.   

 

Tver oblast seemed to be the right place, by its location and local government's attitude 

towards foreign investments. The actual type of acquisition was a brownfield 

investment in a company that was in debt restructuring and its infrastructure of factory 
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facilities met acquirer's needs. These needs were electricity, gas and water supply. In 

this case, Brownfield investment means that an acquirer purchased the whole target 

but did not use its business operations at all, as presented visually in Figure 5. The 

intention was to utilize the completed infrastructure and build the existing plant to meet 

the acquirer's quality requirements.  

 

Figure 5. Case A: Pre- & Post-acquisition organization 

 

The transaction process was like any other acquisition process. No special features 

showed during the process. Acquirer used legal advisor in due diligence, but mostly 

transaction was made in-house. In the interviewee's words, it was crucial to have 

people in-house with Russian business expertise. Strict project control was the key to 

success in transaction and that's the reason no surprises occurred. "When you react 

to the smallest peak deviations, larger problems can be avoided easily." Also, the good 

co-operation with local authorities is essential to avoid any licensing issues. The 

transaction process took approximately 12 months from ordering the market research 

to the closing of the transaction in December 2011. After this implementation, that was, 

in this case, the constructing of production facilities to meet the company's needs took 

about 24 months until the production started with full volume. 

 

This cross-border M&A project was successful in the opinion of the interviewee. Keys 

for success in this case certainly work also for other similar M&A processes and these 

keys are: 
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1. Exact background research of the target company and the target market. 

2. In-depth Due Diligence process.  

3. In-house expertise of Russian business. 

4. Strict project management control. 

5. Avoiding illegal activities. 

4.3 Case B – Closing at the end of Q3 2012 

 

In Case B, an acquirer is an almost 100-year-old Finnish company with approximately 

51 MEUR turnover with 6,5% EBIT margin. The company's business is to offer services 

and solutions for food retail and industrial sectors. The company employs over 300 

people and has operations in Finland, Russia, Baltics, Belarus and China. 

 

The background of this transaction began in the first decade of the 21st century when 

an acquirer company started a Joint Venture business with the target company in 

Russia. The original idea behind the Joint Venture was to be an easy solution for 

Finnish companies that wanted to establish a business in Russia. Main customers of 

the company are the largest Finnish retail groups Kesko and S-Group, that was 

establishing their business in Russia.   

 

At the beginning of the second decade of the century, an acquirer realized that they 

could gain synergies by merging co-operative owned joint venture and the target 

company as in condition an acquirer holds at least equal share of the entity. The 

merging process visualized in Figure 6. 

 

 

Figure 6. Case B: Pre- & Post-acquisition organization 
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The company did not look for M&A, so there were no other possible targets on a table. 

However, synergies that this transaction could gain were real and acquirers knew the 

business and the owner of the target well, so the process was taken forward. The 

transaction process was quite straight forward without any specialties because only 

the Due Diligence process was a thing that could not be made without the help of a 

third party. The transaction process went quickly from negotiations to the due diligence 

process and after that, the SPA was signed and payments negotiated. The whole 

process took approximately six months. The company used Finland based accounting 

company in financial due diligence and their recommended Russian law firm in legal 

due diligence. According to the interviewee cross-border acquisition process in Russia 

does not differ that much of transactions made in home markets. 

 

This cross-border M&A project was successful in the opinion of the interviewee. Keys 

for success in this case was: 

 

1. Know the business you are acquiring. 

2. Know and trust people who will operate the target. 

3. Investing in equity. Although the return on investment requirement for equity is 

higher than for debt, you will sleep better during the market turbulence. 

4.4 Case C – Closing at the end of Q3 2015 
 

In Case C, an acquirer is one of two large coatings companies in Finland with 

approximately 410 MEUR turnover. The company's business is to offer advanced 

solutions for industrial coating processes and to produce decorative paints for 

professionals and "do it yourself" consumers. The company employs over 1700 people 

globally.  In this case, the target company industrial metal coating company. 

 

The background of this transaction began at the beginning of the decade when an 

acquirer company purchased a subsidiary of the other large Finnish coating company 

(Case X). The transaction of Case X concerned the sales and production of decorative 

coatings in Russia. The main owner and the board member of the target company in 

Case C was an operational head of chemistry in Case X company. Then it turned out 

that he might have the interest to sell his own industrial metal coating company for the 



53 
 

acquirer as well. Merging process of Case X and Case C visualized in Figure 7 and 

Figure 8. 

 

Figure 7. Case X: Pre- & Post-acquisition organization 

 

Before the acquisition, the company bought a land plot in St. Petersburg for a new 

modern paint plant in 2012. Construction work on this site started December 2013 and 

the factory opened in June 2015. Because the company had construction project going 

on and factory of the target did not meet the quality requirements of an acquirer, the 

deal was decided to do in a way where target company splits itself to two companies, 

into other all assets and organization without a factory plant and another with only 

factory plant. After this, an acquirer took over the new target company with assets and 

organization. The company wanted to include or tangible assets to deal so the other 

company where the factory plant stayed could not continue its business. Thus the 

validity of the restrictions of competition was ensured. 

 

An acquirer was screening and also negotiating with other potential targets in the 

industrial metal coating business, but the target in Case C  seemed to be the best one. 

Based on the interview and according to the M&A register of the weekly business 

magazine Talouselämä (2020), it can be said that the acquirer company has aimed to 
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grow quickly inorganically by acquisitions to get a higher market share in the markets 

it is operating and in business it knows. 

 

Figure 8. Case C: Pre- & Post-acquisition organization 

The transaction process was quite straight forward without any specialties. The 

negotiation process started at the end of 2014, and the whole process took about 12 

months. The purchase price of the target was determined based on the 2014 result. 

The exact price has not been published. This cross-border M&A project was successful 

in the opinion of the interviewee. Keys for success in this case was: 

 

1. Know the business that you are acquiring. 

2. Know and trust in people that will operate the target. 

3. In-house expertise of Russian business. 

4. Purchase only what you need. 

5. Eliminate the risks of breaching competition agreements while doing business 

in Russia.  

6. Effective takeover and implementation process. 

7. Keep customer orientation as the most crucial thing when doing business in 

Russia. 
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4.5 Observations and analysis of the interviews 
 

Due to the relatively strict limitations of the study, it was no surprise that the number of 

potential and actual interviews remained quite small. However, it is content that the 

actual interviewed cases were well distributed throughout the whole period. To better 

understand the information obtained from the interviews and the impact of possible 

macroeconomic events, it is essential to outline when the acquisitions took place. The 

limitation timeline of the research and dates of cases in Figure 9. 

 

 
Figure 9. Limitation of timeline and dates of Cases 

 

First of all, it is noteworthy that all Cases were successful in the opinion of interviewed 

executives. Based on the author's analysis, this result was surprising because the 

general trend among Finnish companies operating in Russia has been leaving the 

market. For this dissertation, it is possible that those who thought the transaction had 

been successful wanted to open their experiences and those executives who had not 

been satisfied with the purchase result did not respond. For aforementioned cannot be 

given too much weight, but it is worth noting. 

  

In Cases A and B, an acquirer company was the party who opened conversation 

according to the transaction while in case C, it was a seller. In Case A, an acquirer 

used extensive market research made by a third party. Based on the research, the 

company screened and selected the best option to purchase suitably on the company's 

criteria. In Cases B and C, the possibility of a merger arose as a result of previous 

cooperation in addition to market screening in Case C. 
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It was common to all three cases that the process ran as planned and there were no 

events during the transaction processes that were not prepared in advance. However, 

outside the transaction process it happened. At the beginning of 2014, agitations in 

Ukraine and consequent escalation of the situation led to a collapse in oil prices and 

henceforth the weakening of the ruble, demand and business overall. To better 

understand the impact of the above event on M&A, this issue was addressed in the 

interviews and is opened as follows: In Case A, the factory was completed, and 

production began to run in December 2013, about two years after closing the deal. At 

the beginning of 2014, the situation in Ukraine escalated and the bottom of the 

business collapsed in Russia. This led to the emergence of side effects from the side 

of authorities. Investment agreements which basis the return on investments was 

calculated and the final investment decisions were made was opened and were no 

longer in force. In addition to this, a sharp decline in demand contributed to the situation 

where the budget was not what expected. In Case A, it became clear that in Russia, 

changes in agreements may be made retroactively depending on the situation. Quoting 

to the words of the interviewee: "We were not the only ones who had similar problems 

(according to changes in investment agreements), but when the oblast runs out of 

money, the money runs out and misery has to be shared somehow." 

 

Crisis in Ukraine neither affected the transaction process of Case B, because the 

closing of the deal was about a year and a half before the crisis. Many customers of 

Case B's company took an exit from the Russian market and therefore its revenue drop 

70 percent due to the loss of customers and poor market situation. Nevertheless, the 

acquisition in Case B has been profitable to the acquirer. Quoting to the words of the 

interviewee: "Our logic regarding Russian markets is that what goes down will go up. 

In case you leave the Russian market, you are not welcome back. In our case, the 

merger was profitable because we did not finance the target over bad times because 

it financed itself with income financing. Almost the total purchase price of the target 

was paid by dividends of the company's Russian business." 

 

Negotiations in Case C began after the crisis in Ukraine was already escalated. The 

Russian market was still on a high level in the acquirer's intent because its factory was 

in construction and overall, the company saw Russia as a very important market area. 

Positive aspects can also be seen in the depreciation of the ruble. In case C the 
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company took a 10 million euros loan in rubles to build a new factory, so it can be said 

that the company got the factory for half price. Quoting to the words of the interviewee: 

"The market crash affected the price levels in Russia, but if you operate in Russia and 

have costs and sales in rubles, you are quite safe for price fluctuations." 

 

There were no specialties in these three Cases according to the process steps, which 

would be different in domestic M&A transactions and the interviewees did not these 

steps more widely. However, the due diligence process was noted as a very important 

step in the process. Also, the need to getting to know the management team of the 

target came to the fore, especially when the personnel is included in the transaction. 

Like in any M&A transaction in any market, Russia does not make a difference in the 

need for the third party who takes the responsibility of Due Diligence process, and for 

example of market research like in Case A. Nowadays there are hundreds of 

international law and accounting companies, that have their branches in every corner 

of the world and the best local knowledge. Despite the above, it is more important to 

understand the target market in-house and if it does not exist, it should be acquired 

before the process because you need someone you can trust when mounting in new 

markets.   

 

The interviewees shared a wide range of advices for entrepreneurs and companies 

that are planning to enter the Russian markets. Such advices were: 

 

• Thorough Due Diligence. 

• Make sure the know-how can be found in-house. If not, acquire it before the 

acquisition. You must trust in people that will manage the target. 

• Strict project management and project control during the process, stick to your 

plan. 

• Avoiding and circumventing everything illegal as far as possible. 

• Keep in Horizontal or Vertical merger. The business that you are acquiring has 

to fit into your business portfolio. By any means, business operations that are 

unknown to you should be avoided. Buy the only thing you are familiar with. 

• Exact background research of target is crucial. If possible, add market research 

of the target market to strengthen the chance for successful acquisition. 
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• Eliminate the risks of breaching competition agreements while doing business 

in Russia according to your best.  

• Effective takeover and implementation process. 

• Keep customer orientation as the most crucial thing while doing business in 

Russia. 

 

4.6 Observations of the literature reviews 
 

In this chapter we take quick look back to literature and professional literature reviews 

so the author can give answers to all research questions in conclusions.  

 

According to Reddy, Nangia and Agrawal's (2014) research, in the post-financial crisis 

era from 2008 to 2010 in transactions where Russian company was a target was the 

second-highest growth of all countries included in the study. According to Reddy et al. 

(2014), this was due to strict changes in regulations in Russia. However, the average 

deal value declined by 37,7 percent during this time, so in this short term, it can be said 

that during the post-crisis era, there were much more cross-border acquisitions of 

Russian companies but with a smaller deal value. 

 

According to World Investment Reports in 2009, the first year after the realization of 

the subprime crisis, foreign direct investments to Russia declined by 63,4 percent. For 

the next four years, the compounded annual growth rate was 17,73 percent per annum 

until it collapsed again due to the crisis in Ukraine. For the value of net cross-border 

M&A transactions with the Russian target, there was no general trend. In terms of the 

number of transactions, the amount of transactions has declined about 22 percent per 

year between the years 2010 and 2018. 

  

According to KPMG's Russia M&A Reviews, two turning points affected the total M&A 

market in Russia, both cross-border and domestic M&A actions. The total deal value 

of M&A in Russia declined by 70,8 percent from 2007 to 2009 when it was only 38 

billion USD. After the decline, the market took upswing from 2010 to 2012 when it 

reached 136 billion USD. From 2013 to 2015, the fall was 54,8 percent because of the 

crisis in Ukraine in 2014. After this, the total deal value of M&A in Russia has remained 
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around 50 – 60 billion USD. When it comes to cross-border M&A focusing on 

transactions with Russian targets, the total deal value has remained between 10 and 

20 billion USD between 2010 and 2018 except a dip in 2014 to 7,9 billion USD and 

peak in 2016 to 21,5 billion USD. The total amount of cross-border M&A with the 

Russian target has remained between 50 and 110 accomplished transactions at the 

same time horizon. However, it is notable that the cross-border transactions with the 

Russian target have increased its share in the review period. In 2010 only 12,5 percent 

of all M&A transactions in Russia were cross-border transactions with Russian targets. 

Between 2015 and 2018, its share remained between 20,6% and 28,3%. However, it 

has been opposite in the total amount of cross-border transactions with the Russian 

target. While at the beginning of the decade in the years 2010 to 2013 share of inbound 

M&A transactions were 18,9% to 23,5% at the end of the review period in 2014 to 2018 

share of inbound M&A transactions remained between 11,4% and 13,8% except for a 

peak in 2017 to 19,9%. 
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5. Conclusions and Further Research 
 

At the beginning of section 5.1, the answers to the research questions are given. Once 

the research questions have been answered, other findings that emerged from the 

interviews are highlighted and compared to previous studies.  The answer to the first 

question arises from the analysis of the literature review. The analysis is presented in 

section 4.6. The answer to other questions has been sought in the analysis of the 

empirical part of this work in section 4.5, added with the support of the literature review. 

Section 5.2 raises issues for further research related to the topic of this publication. 

 

5.1 Conclusions 
 

While reading the conclusions of this study, the reader should consider that the 

business of the companies interviewed in this study is to produce physical products 

primarily for the industry but also directly for consumers. If an acquisition is made, e.g., 

in IT or Service business industries, the same conformities may not apply. In addition, 

the reader must take adequate care when utilizing these results in real-world cases 

because the results are based on a relatively small amount of data. 

 

Research question 1:  

How did the Global Financial Crisis affect Russia as a target cross-border M&A 

activity? 

 

In the short-term (years 2008 – 2010), the number of cross-border transactions 

increased, but the total value remained the same (Reddy et al. 2014). 

 

In the short-term (years 2008 – 2010), the number of cross-border transactions 

increased, but the total value remained the same. In the long-term (years 2010 – 

2018) and by a net basis when transactions of companies already owned by a 

foreign individual have been adjusted (excluded), the number of deals 

decreased. (WIR) 

 

In the long-term (years 2010 – 2018), the total number of cross-border 

transactions increased at the end of the investigation period, while the total 

value remained the same. (KPMG) 



61 
 

The answer above is mainly based on Reddy's, Nangia's and Agrawal's (2014) study, 

WIR reports and KPMG's Russia M&A Review's. Based on the author's observations 

and previous studies itself, the reason for the increase in the total number of 

transactions has been based on changes in regulations (Reddy et al., 2014) and to the 

privatization of state-owned enterprises. Differences in long-term observations are 

based on exclusions of data and where the data have been collected. 

 

Research question 2:  

How do the mechanics of cross-border M&A transactions in Russia differ from 

domestic ones? 

 

Answer: There are no regular differences in the mechanics of cross-border M&A, 

whether it is done in Russia or anywhere else. 

 

All interviewees have been participating in several M&A transactions globally and 

based on interviews it can be said that there are not any significant differences whether 

it is done in Russia or at homeland when it comes to the mechanics of the transaction 

process. When using common sense and following commonly used steps in the 

transaction process is likely to get a good outcome. 

 

Research question 3:  

What are the critical factors for the successful acquisition of a Russian 

company or entity? 

 

Answer to question above can be divided into three parts; pre-transaction activities, 

activities during the transaction and post-transaction activities.  

 

Answer (pre-transaction): Do your research. Exact background check and 

analysis of the target market and company is crucial to avoid failure in choosing 

the target. Acquire the knowledge of the target market in-house and make sure 

that these people are the right ones. The management should come from the 

buyers' side. Be sure you understand the business you are acquiring and have 

an exact plan of implementation before heading to the transaction. Keep the 
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merger horizontal or vertical. By any means, business operations that are 

unknown to acquirer should be avoided. 

   

Answer (during the transaction): Strict project control management throughout 

the process. Make it effectively. Stick to your plan and avoid any activities in the 

famous grey zone. Include only things you need to achieve pre-calculated 

synergies in the merger, e.g., excluding assets you don't need. Control the 

process. Do not let the seller dictate the terms unanimously. If negotiations need 

to be suspended, it should be done so they can be resumed. Thorough Due 

Diligence is crucial to get familiar with what you are buying and to avoid any 

surprises. 

 

Answer (post-transaction): Make the implementation process effective, so the 

merger's benefits could be realized quickly. Eliminate the risks of breaching 

competition agreements. While doing business in Russia, remember to keep 

customer orientation as the most crucial thing. 

 

Research question 4:  

How successful Finnish – Russian cross-border transactions have been from 

the acquirer’s point of view after the Subprime crisis?  

 

Answer: Very successful. 

 

Although many Finnish companies have left the Russian market, based on interviews 

of case companies in this research, nothing else can be said than they have been 

successful. The author of this dissertation assumes it is due to the successful 

implementation of the M&A process. If all M&A transactions made by Finnish 

companies in Russia would be taken into this research, the answer could be different. 

 

In the following Table 8 is presented the comparison between the findings raised in the 

previous studies and findings of this study. After the table begins the critical discussion 

of this study and potential proposals for further research. 
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Table 8. Comparison between previous studies and findings in this study 

Findings in the literature review Findings in the case study 

There is a relatively high risk of failure in the 

concentric acquisition and relatively low in 

horizontal mergers. (Kitching, 1967) 

To avoid failure, acquire only business you 

know and understand.  

The critical element is the existence of 

management in change. In the most 

successful mergers, the acquiring company 

brought the new management or motivated 

the old management of target to exercise 

effective change. (Kitching, 1967) 

There is positive interaction to draw 

considerable benefits in cross-border deals in 

case an acquirer is in acquisition program. 

(Bertrand & Betschinger, 2011) 

Have the knowledge of the target country 

and business in-house. If you do not have 

it, get it before the acquisition process. The 

people who will run the combination of 

mergers have to be reliable. 

Companies that react only to opportunities to 

purchase are less successful than those who 

have an overall acquisition strategy (Kitching, 

1967) 

 

Successful companies develop a set of 

acquisition criteria that are consistent with the 

overall strategy. (Kitching, 1967) 

Active screening and research on potential 

targets and markets improve your chances 

of acquiring the best option. 

In the post-crisis period (2008 – 2010) the 

number of cross-border M&A deals where the 

Russian company was a target increased by 

55,61% (Reddy, Nangia & Agrawal 2014) 

Right after the subprime crisis number of 

cross-border acquisitions where the 

Russian company was a target increased 

by 55,2% according to World Investment 

Reports. 

At the turn of the century, FDIs to Russia 

changed the form of new product offerings to 

consumers. (Degbey & Pelto, 2013) 

When doing business in Russia, keep 

customer orientation one of the most 

crucial thing. 

Understanding of interdependence and 

interrelatedness of relationships in supplier 

and customer networks may activate 

executives to look beyond their immediate 

network horizon (Degbey & Pelto, 2013) 

Extensive research of the target's market 

and the target itself pre- and during the 

transaction facilitate the executives' work 

in merger implementation. 
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5.2 Criticism and suggestions for further research 
 

The main problem for the validity of the research was the lack of data gathered in case 

interviews. This was mainly due to a small number of completed transactions within 

the exclusions and in addition to the reluctance of potential interviewees to respond to 

contacts. In addition to the previous reasons, all companies that provided the interview 

are companies that operate with a large amount of tangible assets in their balance 

sheets, and their business is mainly to be a product provider to industrial customers or 

private consumers. For this reason, the study may not be entirely valid for all industries. 

 

In the author's opinion, there are many potential topics to study within M&A in Russia. 

From a Finnish perspective, it would be interesting to read about the factors that 

influenced the exit from the Russian market of foreign companies and compare these 

to macroeconomic situations in Russia. In addition to this, it would be interesting to 

read about the differences in operating in Russia between Kesko and the S-Group, the 

two largest retail traders of Finland, because one left the market and another increased 

its market share in the market. 

 

5.3 Final words 
 

Russia is Russia and has always been Russia. Its history is unique, which admittedly 

can be said of almost any country. However, Russia is one of the largest economies 

in the world. Therefore, the potential of Russia is substantial. Despite this, Finnish 

companies have been very selective about the Russian market. During my studies, my 

understanding of Russia has increased significantly in aspects of business and history. 

That is why I believe that I understand well the Russian mentality and the reasons why 

things are the way they are in Russia. If you don't know history, you don't understand 

the present. If the former two come true, it is impossible to assess the future. For this 

reason, I recommend anyone planning to start a business in Russia to study the history 

of Russia. 

 

It is needless to say that the current situation in Russia is capricious. There have not 

been significant reforms in the country's leadership over the past twenty years. The 

country needs a strong leader, but because of a lack of economic growth during the 
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past years, something should be done. At least for now, it is not expected that thigs 

will change in the near future. When it is time for a change, it will undoubtedly open up 

significant opportunities for business in Russia. It is also possible that under the current 

leadership changes in regulations will be made and the economic growth will 

accelerate again. The above will only happen through political changes or by new 

political decisions. Political decision-makers and Russian citizens can only influence 

this. 

 

An author found that the impact of the Ukrainian war on the M&A market in Russia 

itself but also on the Russian economy as a whole can be considered particularly 

interesting. In the opinion of interviewed case companies, all foreign businesses 

operating in Russia suffered from the Ukrainian situation. It also has not returned to 

the same level as it was before six years later. This definitely puts pressure on the 

political decision-makers, and the current global situation due to the COVID-19 will 

certainly not ease when considering a better future for the country's economic growth. 

 

To return to the beginning of this research and to respond to Säntti’s (2008) article: 

 

 

“Russia will rise, but it may take a while.” 

Pietari Keskinen 
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Appendixes 
 

 

Which participant was motivated in this transaction? In other words, who did the first contact 
according to the transaction. 

Why did you choose this specific target to acquire? 

Did the process run as you were planned it? If no, what kind of problems occurred during the 
process? 

How long it took for the whole process? Could you please run down the steps of the process. For 
example, acquisition strategy, acquisition criteria, searching for a target, acquisition planning, valuing 
& evaluating, Negotiation, Due Diligence, Purchase & Sales Contract, Financing, Implementation. 

Did you use a third party as an advisor in the transaction? For example investment banks or law 
offices? 

Did you notice any effect of the macroeconomic situation's during the transaction that influenced this 
transaction 

In case any changes affected the transaction negatively, how did your company tackle these 
problems? (f.ex, reducing DD process or some kind of compromises in terms of transaction) 

Did any things come up during the transaction process that you weren't prepared in advance? 

Was the transaction successful in your point of view? If yes, what were the critical factors for a 
successful transaction? 

Does anything come to mind that you would have done differently during the transaction process? 

Does anything come to mind of the transaction process that is different from domestic M&A 
transactions? 

What is your opinion: How COVID-19 situation affects the global cross-border M&A market? 

Appendix 1. Interview framework. 


