
Doing business  
in Russia
In spite of well known fears of corruption  
and bureaucracy the opportunities present  
in Russia are becoming harder to ignore. 
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Intro 

Recently joining the World Trade 
Organization, there is the potential for 
sustainable high growth if the right  
policy measures are adopted to  
improve investment climate and  
reverse negative capital flows.

With President Putin now beginning a third term is this finally the time 
for Russia to transform from Black Swan to Snowqueen, We identify 
some key issues to watch out for as a barometer of the change  
dynamics in Russia. 

The energy sector has been kind to Russia, generating a wealth of 
foreign currency and tax revenues which pushed the economy to yearly 
growth rates of around seven per cent a year before the financial crisis 
struck. But the sector also came to dominate economic procedure 
which meant that when disaster hit, there were no back-up sectors to 
compensate for a downfall in fuel demand. 

Russia, like many other countries worldwide, was plunged into recession 
in 2009 when it shrank by almost eight per cent. This forced a major 
rethink from policy makers which have placed more emphasis on sectors 
outside of energy and, crucially, led to a new approach to foreign direct 
investment (FDI). 

FDI was largely absent in Russia through the 20th century and moving 
into the 21st. Companies have been (often justifiably) concerned about 
bureaucracy, unreliable courts and corruption which once made it a 
difficult place to do business. But Mr Putin has set out ambitions to 
move the country from 120th to 50th place in the World Bank’s ‘Doing 
Business’ league table. 

There are examples of new clusters where technological innovation is 
being harnessed free from the country’s tight regulations. Sergey Brin 
of the Economist recently visited Skolkovo on the outskirts of Moscow, 
which is Russia’s bid to build a new Silicon Valley. His guide said: “We 
know that Russia’s bureaucracy is a big problem. That’s part of what we 
want to solve.” With economic growth potential comparable to China and 
a country eager for change, let’s hope these sentiments are true. 
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How fast will Russia transform? 

Keep an eye on the following key factors 
to measure the pace of change in Russia:

WTO accession 

Russia has recently joined the WTO so now look out for the practical 
implementation and the readiness of the authorities to adapt

Central Bank

One of Russia’s recent success stories has been the handling by the 
Central Bank of the crisis with the focus on control of inflation and a 
more freely floating exchange rate

Capital outflow 

Still a major problem and an indicator that the investment climate is still 
not right. The big challenge now is to reverse or at least significantly 
reduce these flows

Customs Union 

Russia, Belarus and Kazakhstan are now part of a Customs Union. Maybe 
more CIS countries will sign up

International Financial Centre 

Government is keen to promote Moscow (the largest city in Europe) 
as an IFC. Some good progress with merger of RTS and MICEX to create 
Moscow Exchange and a new central depositary. A clear sign of progress 
will be a narrowing of the gap (market capitalization to GDP) with peers 
such as Bovespa.

Privatization 

An ambitious program to be fulfilled with a number of key companies or 
stakes in companies slated for privatization. This is critical in improving 
accountability and thereby reducing corruption.

Corruption  

There have been some high profile casualties (Mayor of Moscow and 
Defence Secretary) in the last year or so and a gathering of pace will 
indicate that the President is serious about rooting out corruption. If 
there is progress here next important step is for an independent and fully 
functioning judiciary.

World events 

In 2013 Russia will host a meeting of the G20 and then the following 
year the 2014 Winter Olympics in St Petersburg and in 2018 the FIFA 
World Cup

Politics

Such is the contradiction of Russia there will inevitably be a few potential 
‘banana skins’ to test Russias’ leaders. A real positive would be any 
evidence of President Putin moving beyond his traditional security 
comfort zone for true political engagement  

Traffic in Moscow

Moscow is officially the largest city in Europe and 5th largest in the world 
with a resident population of 11.5 million rising to 15 million with daily 
workers. If traffic problems ease then this could indicate commitment to 
do something more about infrastructure investment
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Why Russia 

Russia wins when it comes to the basic 
economic principals; supply and demand. 
In 2011 Russia’s gross domestic product 
grew by 4.2 per cent, the world’s third 
highest growth rate among leading 
economies, which highlights that the 
economy has turned the corner after  
a period of negative growth.

Supply

•	 75	million	workers	 
•	 99.4	per	cent	literacy	rate 
•	 Largest	country	in	the	world	with	a	land	mass	of	almost	twice	 
 the size of the US.  
•	 Top	ten	country	for	reserves	of	most	metals,	energy	resources	 
 and others

Demand 

•	 Over	139	million	people 
•	 Bourgeoning	middle	class,	with	significant	real	disposable	income.	 
•	 9th	largest	consumer	market	for	its	size	in	the	world 
•	 Europe’s	largest	consumer	market	–	now	the	largest	market	 
 for cars in Europe. 

Technology vs Nature 

Russia is naturally gifted, with a unique geographical position and vast 
natural resources. But it is also becoming one of the most technologically 
advanced nations in the world, with a growing list of expertise. 

Nature

•	 1st	place	in	the	world	in	per	capita	natural	resources 
•	 32	per	cent	of	explored	world	reserves	of	natural	gas	(1st	place) 
•	 1st	place	in	oil	production 
•	 1st	place	in	world	explored	reserves	of	tin,	zinc,	titanium	and	niobium 
•	 1st	place	in	world	reserves	and	production	of	nickel	ore	and	 
 refined nickel 
•	 One	of	the	biggest	world	reserves	of	fresh	water 
•	 1st	place	in	explored	world	silver	ore	reserves 
•	 1st	place	in	actual	volume	of	diamond	exports

And many more! 

Vs Technology 

Russia is a leading contributor in the research and development  
of the following technologies:  

•	 Aerospace 
•	 Aviation 
•	 Ship	building	 
•	 Automotive 
•	 Machinery 
•	 Metallurgy 
•	 Construction 
•	 Chemistry	and	pharmaceuticals

Taxation 

•	 Uniform	tax	rate	of	13	per	cent	for	an	individual	on	most	income		
 (non-residents 30 per cent) 
•	 	Russian	residents	pay	9	per	cent	on	dividend	income	 
 (15 per cent non-residents)  
•	 Exemptions	are	granted	to	certain	income	earners 
•	 Standard	rate	of	Russia	corporate	profit	tax	in	2012	is	20	per	cent 
•	 Companies	pay	9	per	cent	tax	on	dividend	income 
•	 Profit	on	the	sale	of	real	estate	or	other	asset	held	for	three	years	 
 is exempt from tax 
•	 No	cost	inflation	adjustment	for	capital	gains

Government 

The Russian government is looking to work closely with international and 
domestic firms to encourage more investment. Special economic zones 
(SEZs) have been set up in parts of the country which have free customs 
regimes and a number of tax preferences. 

•	 Tourist	and	recreational	zones 
•	 Technological	implementation	zones 
•	 Industrial	and	development	zones 
•	 Port	zones

Government financing is available through various sources, such as the 
Investment Fund, Russian Venture Company and Vnesheconombank. 
There is additional government support for companies looking to set 
up or invest in the automotive industry, infrastructure, nano, bio and 
information technologies, industrial production and agriculture. 
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Ways into Russia 

Companies can enter the country 
as either a Russian legal entity or a 
subdivision of a foreign company. It is 
essential that regulatory requirements 
of both points of entry are considered 
before making any moves. 

Formation of a Russian legal entity

Formation	of	a	Russian	legal	entity	comes	in	the	form	of	either	a	Limited	
liability	company	(LLC)	or	a	Private	joint	stock	company	(PJSC).	Both	
formations can conduct any kind of commercial activity and there can 
be no more than 50 shareholders in the business. The company can be 
established by a single founder, as long as the founder is not a company 
owned by a single legal entity or individual. 

Subdivision of a foreign company 

A foreign enterprise can become a subdivision of a company through 
either a representative office (RO) or a Branch. RO and Branch are 
subdivisions of a foreign company and as such are not considered as a 
separate legal entity. 

An RO is a subdivision of a foreign legal entity that represents the 
company’s interests in Russia, whereas a Branch is a subdivision of a 
foreign legal entity that may conduct commercial activity.
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TMF Group

Legal	requirements	permeate	most,	if	
not all, aspects of setting up a business 
in Russia. TMF Group has consultants in 
Moscow that have first-hand experience 
of compliance regulations in Russia and 
how to navigate red tape. From financial 
and tax accounting requirements to 
reporting, currency control legislation, 
employing foreign nationals, repatriation 
of income, application of international 
treaties and many others, advisers are 
ready to help. 

TMF Group combines global resources with extensive knowledge of 
local regulations, cultures and languages which allows businesses 
to concentrate on their global ambitions rather than getting bogged 
down in administration. Each solution is tailored to the clients’ exact 
needs with a single point of contact, allowing for a seamless transition. 
Indonesia is not alone in having complex local governance and 
regulatory requirements, and having officers on hand in the country who 
understand the local environment can lead to a seamless transition. TMF 
Group combines extensive global resources with unrivalled knowledge 
of local regulations, cultures and languages to help you achieve your 
business goals.

tmf-group.com   |   Page 6 of 8

TMF Group has consultants in Moscow 
that have first-hand experience of 

compliance regulations in Russia and 
how to navigate red tape.



Sources

http://www.economist.com/node/21558577?zid=295&ah=0bca374e65f
2354d553956ea65f756e0

http://invest.gov.ru/en/why/reasons/

http://www.waytorussia.net/business/startingup.html

http://uk.reuters.com/article/2012/10/31/uk-russia-branson-
idUKBRE89U0X720121031

http://en.wikipedia.org/wiki/Economy_of_Russia

http://www.worldwide-tax.com/russia/russia_tax.asp
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Disclaimer
Whilst we have taken reasonable steps to provide accurate and up to date information in this publication, we do not give any warranties 
or representations, whether express or implied, in this respect. The information is subject to change without notice. The information 
contained in this publication is subject to changes in (tax) laws in different jurisdictions worldwide. None of the information contained in this 
publication constitutes an offer or solicitation for business, a recommendation with respect to our services, a recommendation to engage in 
any transaction or legal, tax, financial, investment or accounting advice. No action should be taken on the basis of this information without 
first seeking independent professional advice. We shall not be liable for any loss or damage whatsoever arising as a result of your use of 
or reliance on the information contained herein. This is a publication of TMF Group B.V., P.O. Box 23393, 1100 DW Amsterdam Zuidoost, 
the Netherlands (contact@tmf-group.com). TMF Group B.V. is part of TMF Group, consisting of a number of companies worldwide. A full 
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