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“An absolutely terrible place to run a business, but a 
fantastic place to make money.”

Embracing the
BEAR
Gathering storm clouds over Eastern Ukraine are making life difficult for 
certain oligarchs as sanctions take effect. For everyone else, business 
must go on as normal, although as Martin Baker reports, normal is not 
the first word you’d use to describe doing business in Russia.

D
oing business in Russia is like nothing else. The 
rewards are potentially enormous, but the downside 
can descend into some pretty dark areas. The old 
adage of no profit without risk has never been truer 

– especially if you say it with an Slavic accent. 

Consider, at the geo-political level, the current difficulties 
of BP. The oil giant has a massive investment in Russia to 
protect. That’s not easy, given the absorption of the Crimea 
into a wider Russia, and the ongoing difficulties in Eastern 
Ukraine. Western businesses are taking flight - according 
to Russia’s central bank, more than $63 billion in capital 
left Russia in the first quarter of 2014, roughly the same 
amount that left in the whole of the preceding year – but 
the oil giant is locked in for the long haul.  At BP’s April 
shareholder meeting, chief executive Bob Dudley made the 
best of a pretty terrible situation, claiming it could ‘act as a 
bridge’ between Russia and Europe, adding that it would be 
‘business as usual’.

Well, he would say that, wouldn’t he? BP has a 19.75 stake 
in Rosneft following the TNK-BP $55 billion merger in March 
2013. But many commentators – let’s put this politely - 
remarked on the BP’s limited scope for manoeuvre as the 

deal was pushed through. And with Ukraine-linked sanctions 
looming against Rosneft boss Igor Sechin as we go to press, 
rocks and places may never have felt so hard for Bob Dudley 
and his team.

In my own experience as a business editor, academic 
researcher, and novelist researching Version Thirteen, a just-
published, Moscow-based financial thriller, the rewards are 
indeed potentially enormous – but the risks of doing business 
in Russia have to be understood in Russian terms. To borrow 
a football analogy, doing business in Russia is a tricky away 
game in front of a potentially hostile crowd. So how do you 
calm that crowd? As PwC puts it, ‘gaining some basic insight 
into the Russian, culture and etiquette are key for anyone 
doing business in Russia.’

Meet and drink

My own basic insights began with my first visit to Russia. 
This was an Intourist (Soviet government travel agency) trip 
in January 1989 to Moscow and Leningrad. The reforming 
Mikhail Gorbachev was chief secretary of the Politburo, but 
the Berlin Wall was still standing. I discovered a perfect 
capitalist/black market operating beneath the moribund 
apparatus of Communist oppression. I did deals, trading 
Western trainers, cigarettes, and consumer technology 
(remember Walkmen?) for Soviet military and other 
paraphernalia. 

>>>

Russia’s business district (Photography by Lyudmila Izmaylova)
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ADFive years later I was back as a 
researcher and report-writer for 
the INSEAD business school at 
Fontainebleau. This time, Boris Yeltsin 
was leader of a diminished Russia. My 
trip took me to Moscow and Volgograd. 
The case I was writing for the MBA 
students was very difficult to finish. The 
reason? I was trying to describe how 
a major US corporation had tried and 
failed to acquire a Soviet monopoly on 
extrusion wrapping (basically wrapping 
meat and cheese in sealed plastic 
film). I never finished the case study to 

my satisfaction. The stumbling block 
for the deal was the ever-changing 
nature of the post-Soviet bureaucracy 
in place. I couldn’t be certain whether 
or not the US corporation in question 
was prepared to bribe the officials with 
control of the process. But what I could 
be reasonably sure of was that, even 
if there had been a definite willingness 
to dole out backhanders, it would have 
been impossible: there would have 
been no certainty the bribes would end 
up in the ‘right’ hands.

Things are much more settled and 
transparent now. I’ve visited Russia 
several times in the last five years to 
research Version Thirteen, which posits 
a revolutionary new technology that 
pitches the world’s oil industry into 
a headlong battle with global arms 
dealers. Over the course of these visits, 
I’ve become a student of the history 
and cultural mores of the Russians 
(whom I admire tremendously). 

Here are some of the lessons I learned.

Mentality

Russians acknowledge the difficulties 
of life and have huge respect for those 
who can negotiate them. On a banal 
level, this is expressed from the first 
‘hello’. As PwC put it: ‘The typical greeting 
is often a (very) firm handshake, with the 
appropriate greeting for the time of day.’ But the 
Russians’ respect for controlling leaders, 
people able to dominate a huge country 
– from Catherine the Great, to Peter the 
Great, to Stalin, to Putin - goes much, 
much deeper. It is all about strength, 
and respect for strength.

Bureaucracy

The Russian for civil servant is 

‘chinovnik’, from the Russian word 
‘chin’ meaning ‘rank’. The standard 
Russian bureaucrat is referred to 
ruefully by some Western businessmen 
as Chinovnicus Sovieticus. Chinovnicus 
Sovieticus is a fact of life. 

‘The KGB may have morphed into 
the FSB, but the apparatus of the 
Soviet state still exists in the form of 
the civil service,’ says one Western 
entrepreneur whose attempts to set 
up a chain of food outlets had met with 
bureaucratic hurdles at every step of 
the way (before finally succeeding). He 
spoke on condition of anonymity and 
says things have moved on from my 
INSEAD days. But how much? You can 
judge for yourself, from his sign-off on 
the country: ‘Russia is an absolutely terrible 
place to run a business, but a fantastic place to 
make money.’

Hiring your own people

You can do this – up to a point. The 
non-Russian workforce has moved 
from 11,000 annual visa grants in 2011 
to more than 40,000 in 2013, according 
to official sources. ‘The introduction of a 
simplified process for obtaining work permits for 
‘highly qualified specialists’ — tested by 
reference to remuneration, 
not skills — has been 
a great success,’ 
says the 
consulting 
arm of 
Deloitte in 
its Russian 
country guide. 
But you’ll need 
people from 
the culture, 
with a gut feel 
for Russia and 
Russian culture. 
They’ll provide 
invaluable help, 

“Remember Russians do like a drop 
or two of alcohol.”

“More than $63 billion in capital 
left Russia in the first quarter of 

2014.”

>>>

Vodka - making the world of business go round, and round. (Photo by Avelino Maestas)
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with things, for example, like… 

Entertaining

‘Remember, Russians do like a drop or two 
of alcohol,’ say PwC, with astonishing 
understatement. ‘Refusing to drink is 
unacceptable unless you give a plausible excuse, 
such as explaining that health or religious 
reasons prevent you from imbibing. Always bear 
in mind what you may be discussing so know 
your limit.’ Which is easier said than done, 
especially if you’re out of an evening, 
and dealing with… 

Dinner Meetings and Vodka 

Etiquette

According to PwC, ‘doing business, 
conducting meetings, making decisions, 
negotiating and getting to know each other is 
increasingly being done at dinner. If your Russian 
counterpart decides to invite you out, do not 
refuse the request.’ 

I thought I’d illustrate this last point 
with an extract from my novel Version 
Thirteen, which is based on all the 

research I did in Russia. Here, the 
Western hero Samuel Spendlove is 
at table with his hosts Medulev and 
Russia’s only female oligarch, Annva 
Barinova. A key part of the dinner ritual 
is vodka drinking, which has its own 
protocols. Toasting has to be specific 
to the occasion, but Medulev breaches 
this rule – an indication of anger or 
disrespect.

 

The+Nightclub photo by Barbara Kraft

Walking into the restaurant was to travel back in time. The 
waiters wore pea-green tailcoats; a trio of musicians in 
black penguin suits played Schubert in a corner; ancient 

bottles of medicine glowed dully behind a long, copper-covered 
bar in front of them. Orbs of soft ochre light reflected a warm, 
cheering glow atop the mini neo-Corinthian pillars that sprouted 
out of the bar. The place was an apothecary’s shop from the pages 
of War and Peace crossed with a high-tech pastiche of Maxim’s 
in Paris – a pricey playing field for super models and the self-
consciously smart.

Anna Barinova ordered the most expensive bottle of Krug on the 
menu.  She was wearing a tight-fitting, dark-navy dress - entirely 
backless, cut to the waist in a daring v-shape. A billionairess with 
the body of a gymnast. The lighting - perhaps the reason she had 
chosen the table? - made her look almost girlish. With her dark 
hair piled high, and the pretty, faintly vulpine cast of her features, 
she had a hint of Audrey Hepburn about her. Why the change of 
look? Wasn’t this a business meeting?

Medulev grabbed a carafe of chilled vodka, a shot glass, and 
muttered ‘za druzhbu’ – ‘for friendship’ - and downed it in one.

Samuel knew a little toasting etiquette. This perfunctory greeting 
was something Russians despised. Toasting was an art to be 
enthusiastically embraced. It was an opportunity to make clever 
little speeches about the occasion, the company, and, as the 
evening wore on, life in general. This, though, was the obvious 
fakery that US nationals and Soviets perpetrated on each other 
over Cold-War dinner tables.

‘Come now, Marat,’ coaxed Anna. ‘We have a long night ahead of 
us.’ 

‘My apologies, my friends,’ said Medulev. He grabbed a biscuit 
canapé with some shproty, smoked sprats in olive oil, and a slice 
of salted and pickled cucumber on top. The oil and salt were 
well-recognised antidotes to the potentially devastating effects of 
vodka. 

‘Toasts later.’ ·

>>>

Version Thirteen


