
Chapter 2 Literature Review 
 
 

This chapter reviews the literature related to the theories of alliances, 
partnership, and other types of business relationships. Historical business 
relationships between Russian firms and their foreign partners are also reviewed. 

 
 

2.1. Alliance Theory  
 
Section 2.1 of this chapter will provide a definition and classification system for 

the concept of ‘alliance’ and its rationales (2.1.1.), a comparison between new 
alliances and traditional joint ventures (2.1.2.), theory on partnership formation and 
management (2.1.3.), and practical suggestions derived from the previous 
examination of thousands of businesses and alliances (2.1.4). 

 
2.1.1. Definition and Rationale, and Classification  

 
Harbison and Pekar, 1998, proposed an interesting perspective with regard to 

defining strategic alliances. They utilized a Cartesian plane where the vertical axis is 
the measure of commitment, ranging from a traditional, modest transaction up to a 
permanent relationship. The horizontal axis is a measure of ownership, ranging from 
no linkage to wholly owned. Further, the authors describe the term alliance as follows:  

 
“a broad range of the relationships that fall within these extremes, from short-

term projects, to long-lasting relationship between supplier and manufacturer, to 
broad strategic alliances in which partners tap into and learn from each other’s 
capabilities.” 

 
Harbison and Pekar divide alliances into two categories: transactional and 

strategic. The criteria of classification are alliance duration and scope. By these 
measures, transactional alliances generally last less than 5 years, their partners don’t 
share critical capabilities, their relationship does not involve control and usually is 
contract-driven, and partners do not share a common strategy. 
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Harbison and Pekar focus on strategic alliances in their book, and they highlight 
the following common characteristics: a commitment of at least ten years, a linkage 
based on equity or on shared capabilities, a reciprocal relationship with a shared 
strategy in common, an increase in the companies’ value in the market place, placing 
pressure on competitors, and willingness to share and leverage core capabilities. 

 
Doz and Hamel, 1998, view strategic alliances as a response to globalization 

and changes in economic activities and technology. They believe that companies 
around the world can’t survive without creating alliances that bring together vital 
skills, resources and capabilities, that otherwise will be time- and cost-consuming to 
obtain. Further, they argue that creation and management of strategic alliances are 
essential to one’s success in modern times, when companies are engaged in a race for 
the world and the future. They use value-creation logic as a classification criterion for 
alliances, and identify three different classes of value-creation logic, as follows: 

 
1. Co-option; competitors as threats are neutralized by bringing them into 

alliance, and the complementary skills and capabilities of the partners are 
integrated. 

2. Co-specalization; combining previously separated skills, capabilities and 
resources together, in order to create value. 

3. Learning and internalization; partners in alliance share tacit knowledge which 
can’t otherwise be obtained 

 
He further argues that those firms driven by the race toward globalization will 

try to build critical mass globally or in a specific new market, learn quickly about 
unfamiliar markets in order to become an insider, and assess skills concentrated in 
another geographic location. Meanwhile, technology-driven firms will have the 
following strategic imperatives for forming alliances: building nodal positions in 
coalitions aimed at creating new markets, creating new opportunities by combining 
skills and resources, and building new competencies faster than would be possible 
through internal efforts. Therefore, there are six strategic imperatives that drive 
companies to form alliances. Companies that are engaged in a race for the world will 
try to achieve the former three objectives, while companies engaged in technology-
driven races will try to achieve the latter three objectives. Of course, in reality, it’s 
difficult to find an alliance governed purely by one set of objectives or the other; these 
imperatives commonly exist in an overlapping mosaic. 
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To summarize, Harbison and Pekar provide a general alliance classification 
based on commitment and ownership, while Doz and Hamel offer a classification 
based on value-creation logic. According to Harbison and Pekar, alliances between 
suppliers and distributors can’t be strategic, although there is clear evidence of shared 
resources in these relationships. Alliances with local firms in emerging markets are 
one of the favorite modes of entry for firms whose home market is saturated or 
growing slowly. Companies often find that their skills are insufficient for rapid 
expansion into unfamiliar markets. Usually a relationship of this kind will involve a 
foreign partner of substance and a politically savvy local partner. The evolving 
partner relationship may bring about a situation where the foreign partner feels self-
confident in the local environment and its need for a local partner will diminish. In 
such cases, the local partner might be acquired or replaced by the foreign firm. The 
evolution of the relationship between manufacturer and distributor is a good 
illustration of this dynamic (Doz and Hamel, 1998). Therefore, this form of 
relationships falls under the category of a co-specialization alliance, according to the 
classification logic of Doz and Hamel. 

 
This research defines the strategic alliance as partnership between two or more 

partners who continuously contribute and share resources, skills and capabilities with 
each other, and share common goals for the alliance. It will focus on partnerships 
between Taiwanese firms who have entered the Russian market and Russian firms 
who have the required local knowledge of the market and customers. It assumes that 
the partnerships in question are characterized by the supplier-distributor or supplier-
customer relationship. 

 
2.1.2. New Alliances v.s. Traditional Joint Ventures 

 
Doz and Hamel distinguish traditional joint ventures from new alliances. Table 

2-1 summarizes their findings.  
 
Doz and Hamel state “both management literature and practice {of alliances} 

are influenced more by the experience of traditional joint ventures than by the less 
certain, more fluid, and more ambiguous environments of alliances”. In their book, 
they clearly distinguish traditional joint ventures from new alliances. Table 2-2 
summarizes the authors’ distinctions between conventional and progressive models 
for the management of traditional joint ventures versus alliances. 

 
 



Table 2-1. Comparison between Traditional Joint Ventures and New Alliances 
 

Dimension Traditional Joint ventures New Alliances 

Corporate 
strategy 

Formed to explore specific 
opportunities that are 
peripheral to the strategic 
priorities of the firm 

More central to corporate strategy 

Level of 
uncertainty 

Combine known resources and 
share known risks 

Used to reduce uncertainty rather than 
simply combine the known resources 

Number of 
partners 

Bilateral Involve multiple partners 

Offer Coproduce single products Develop complex systems and solutions 
Level of 
difficulty 
to manage 

More certain and stable More difficult to manage because partner 
relationship are highly ambiguous 

 
Table 2-2. Conventional versus Current Thinking on Alliances 
 
Conventional wisdom A new perspective 
1. Will the alliance create value, and for whom? 
Cost-benefit analysis Complex strategic assessment 
Value-creation priority Value-capture emphasis 
Simple complementation Complex co-specialization 
Initial structure Evolving process 
2. Will the alliance stand the test of time? 
Managing a set of objectives Tracking moving targets 
Implementing a single bargain Striking multiple bargains 

Making a commitment 
Creating and maintaining 

options 

Achieving longevity 
Contributing to 

competitiveness 
3. Will the partners reconcile conflicting priorities and concerns? 
Collaboration Collaboration and competition

Interdependence 
Risk of unbalanced 

dependence 
Trust Enlightened mutual interest 
4. How will each partner manage its growing web of alliances? 
Marriage Realpolitik, diplomacy 
Single relationship Alliance networks 
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2.1.3. Forming and Managing Alliances 
 
Based on their study of more than 500 companies and 600 alliances, Harbison 

and Pekar offer a practical methodology for the creation of successful alliances that 
work. They also have developed an alliance creation methodology with four stages: 
identification, valuation, negotiation, and implementation. These stages can further be 
divided into eight activities, such as: defining strategy and objectives, screening for 
partners, assessing tradeables and leverage, defining opportunity (most companies 
jump to this stage), assessing the impact on stakeholders, assessing bargaining power, 
planning integration, and implementing. 

 
2.1.3.1. Partner Identification and Evaluation 

 
After the firm has set its long-term strategy and objectives, and identified the 

specific skills and resources it lacks, it starts the process of searching for a partner. 
Doz and Hamel identify value creation as the overriding objective, and partners are 
assessed by their potential contribution to the value creation process. Because 
successful alliances can create value in any number of ways, what really matters is a 
precise fit between partners. Second, the firm should assess the strategic compatibility 
of the partner. In other words, the firm should identify the partners’ relative positions 
over time, and project that course into the future; the partner’s strategic ambition, the 
scope of its operations, and specific goals for the alliance. Third, the firm should 
address the potential impact of external forces (macroeconomic, geopolitical, 
technological, political, customer- or competitor-driven) upon the value creation focus 
and strategic compatibility over time, and try to predict its effect upon strategy.  
Finally, the process of choosing partners must consider an alliance’s potential 
evolution, and therefore, consequent changes in partnership objectives, which will 
most likely be related to the life cycle of business.  

 
2.1.3.2. Partnership Design  

 
Doz and Hamel argue that the design and management of an alliance depends 

on its agenda; the value-creation logic defines the methods by which the alliance will 
be designed and measured. There are several key aspects to be addressed when 
managers form and manage alliances, including: alliance governance (defines how an 
alliance will be managed, how it is organized and regulated by agreement and 
processes), assessment of each partner’s contribution to the alliance (products, 
technologies, marketing or management expertise), agreement on the scope of the 
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alliances (strategic, economic, operational, i.e., activities and tasks jointly performed 
by the partners in the alliance), agreement on tasks critical to the success of the 
alliance, measurement of the success, progress and duration of the alliance, points of 
tension, and alliance interface (every day communications, exchanges of information, 
reports, meetings on different people level between alliance). 

 
The success of the alliance must be measured against the expectation for value 

creation, so for co-option alliances the value driver will be increased competitiveness; 
for co-specilaization alliances, success in joint tasks; and for learning alliances, 
learning effectiveness. 

 
In alliances based on co-specialization, where partners aim to create value by 

pooling their unique skills, resources, capabilities, and other assets, the parties must 
pay attention that contributions cannot be easily traded across companies, cannot be 
easily substituted, and cannot be independently developed or replaced within any 
reasonable time frame (Doz and Hamel, 1998). For example, Western companies 
entering Russia will lack government relationships and established customer 
relationships, so the contribution of a Russian partner providing these cannot be easily 
traded, substituted or developed in a short time. The scope of the alliance has to be 
clearly defined before the alliance gets started. According to Doz and Hamel, the 
scope of the alliance has three dimensions, strategic, economic, and operational. The 
most important strategic issue for a co-specialization alliance is a precise definition of 
the economic scope, or net benefits, as some benefits will occur inside the alliance, 
and some outside. Co-specialization alliances involve many joint tasks, and partners 
should agree on them. Success should be measured by the value of the new 
opportunities the alliance creates, in comparison with what partners could have 
achieved on their own. A comprehensive scorecard consistent with value creation 
logic can be used to assess the progress and success of the alliance. Co-specialization 
value creation logic assumes a long time frame unless the environment is rapidly 
changing. The conflict accumulates around key areas of value creation, so in co-
specialization alliances, the value of partner contributions and benefits each partner 
can draw are the major source of tension and conflict. 

 
2.1.3.3. Partnership Management 

 
Managing alliances consists of managing partner relationships, collaborating 

with and learning from the partner, learning about the partnership and making 
adjustments; and internal management of alliances activities. 



 
 

18

The most important task is to manage the partner relationship. According to 
Ertel, Weisc, and Visioni (2001), 64% of alliances fail due to poor management. The 
specific reasons for failure include breakdown in trust, unresolved conflicts, lack of 
respect or understanding, loss of interest, inability to deal with poor strategy planning, 
legal and financial terms and conditions. From Doz and Hamel’s perspective (1998), 
poor relationships develop due to differences in such areas as partners’ goals, 
frameworks, expectations, organization, confidence, skills (actual skills versus 
expected skills), and information (related to asymmetry of information provided by 
partners). Clear dialogue, good communication, and flexibility are the keys to 
resolving these issues. 

 
Collaboration with and learning from the partner is another dimension of the 

process of managing the partnership. Through technology sharing, personnel 
movement, Joint venture-parent interaction, and linkages between parent and alliance 
strategies, the partners should create and disseminate knowledge which enhances 
value. Among the factors that can facilitate the effective collaboration and learning 
are leadership communication, trust, tolerance for redundancy, openness to learning, 
and willingness to overcome myopia (i.e. don’t focus on near-term profits, but on 
long-term goals). 

 
The next dimension is learning about the partnership and making adjustments to 

it. This process should be executed on the management and governance levels. The 
information and insights about the environment in which the partnership operates, the 
tasks it executes, collaborative processes in which it is involved, partners’ 
contributions, goals and expectations should be used to make adjustments to the 
partnership. Crises typically arise during the second or third year of the relationship, 
so in order to successfully resolve them, the partnership should be under constant 
examination, and modification, when necessary. 

 
The last dimension of managing the partnership is internal management of 

strategic alliances. The companies that pay real attention to their partnership networks 
have entire departments responsible for alliance management. In general, the 
companies should have guideline that managers can follow in managing alliances. 
 
2.1.4. Suggestions for Managing Alliances  

 
Harbison and Pekar ‘s book, being a practical guide for alliance creators, 

suggest the following key principles for companies that seek to enter into alliances: go 
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strength to strength: don’t look for a strong partner who could dominate you in a 
relationship, focus on incremental value, build the relationship gradually, and be 
structurally adapted (ownership, board structure, top management appointment). From 
their numerous interviews, the authors identified the following best practices: 
preparing a realistic feasibility study; anticipating business risks and mitigating them; 
linking budgets to resources and priorities; conducting realistic partner assessment 
and selection; adopting superior resource strategy planning; coupling investment and 
rewards with performance; and clearly defining managers’ roles. Meanwhile, they 
suggest that alliance creators should avoid the following pitfalls: being a possessive 
child (focus on one’s own slice of the pie and who controls the baker, rather than 
trying to grow the pie); seeing through the eyes of a juvenile (falling to develop the 
right amount of trust); causing a generation gap (depending on erratic on inadequate 
communication); dodging the draft (falling to attract the best individuals to the 
alliance); picking the wrong spouse (falling to take the time to select the right partner); 
being vague about the prenuptials (falling to agree explicitly on the objectives and 
goals), and living with the in-laws (solving the protective parent syndrome). 
Organizational complexity is another dimension to which companies entering into 
alliances should pay serious attention. 

 
From the Doz and Hamel perspective, the most important starting point in a 

successful alliance is the adoption of the mindset that allows managers to function in 
the environments characterized by instability, few fixed objectives, ambiguity, and 
evolving partner relationships. In conclusion, a clear strategic framework and on-
going attention to evolving partner relationships is required for the success of new 
alliances. 

 
 

2.2. Alliances in Russia 
 
 
Prior to 1987 there was very little cooperation between Soviet enterprises and 

the rest of the world. Only companies from the Soviet bloc, including Central and 
Eastern Europe, some countries in South and Central America, Africa and southeast 
Asia could collaborate with their ideological brothers from the U.S.S.R. These 
countries implemented a socialist ideology in their political systems, and centrally 
planned economies; the majority of companies were big SOEs. By the late 1980s, the 
Soviet regime was experiencing obvious difficulties in continuing its socialist 
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ideology. The economy, with a focus on high-tech industries, including aerospace, 
and the military-industrial complex in general, failed to provide good living standards 
to its population. Social tension, in addition to an unfavorable situation in the world 
oil market, and numerous economic problems led to the collapse of Soviet empire in 
1991. The Commonwealth of Independent States subsequently was created, consisting 
of twelve former Soviet Republics: the Russian Federation, Belarus, Ukraine, 
Kazakhstan, Azerbaijan, Uzbekistan, Kyrgyzstan, Turkmenistan, Tajikistan, Armenia, 
Moldova, and Georgia. 

 
By far the largest in both geographical size and population, and the richest in 

natural resources, the Russian Federation steered a course toward the economic 
reforms required to establish a free-market economy. Unlike China, which 
implemented a gradualist approach in its economic reforms and didn’t alter the 
political regime, a new democratic Russian government chose to implement so-called 
“Shock Therapy”, a policy thrust first implemented in Poland and Hungary, in an 
effort to change rapidly the lives of its people for the better, in part due to the fear of 
communist or other authoritarian political parties seizing power. The program of 
privatizing SOEs and liberalization of the financial system followed, and created a 
new economic environment in which local companies were to operate. It ‘opened the 
doors’ to foreign investors, and allowed local companies to look for partners in a 
global world. This represented a significant macroeconomic improvement, as the 
presence of foreign partners for enterprises in transition economies is important to 
establishing competitiveness in the global arena (Wright, Filatotchev, Buck, Bishop, 
2002). 

 
The following section describes changes in the business environment in Russia 

that have influenced the direction and mode of cooperation between local firms and 
foreign partners. The most common types of cooperative effort undertaken by Russian 
and foreign firms, those that occur in the aerospace and oil industries, are illustrated, 
and different aspects of cooperation between Russian and foreign firms are discussed. 
A summary emphasizes its relevance for this research. 

 
2.2.1. Changes in the Business Environment in Soviet Union (Russia) since 1987 

 
In 1985, when Mikhail Gorbachev assumed leadership, the central authority 

controlled all but the least significant foreign transactions, including all investment 
decisions that affected export potential and import demand. Exports were necessary to 
pay for imports, and the central Soviet government would decide what to export, 
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when, and to whom.  In 1987, the USSR government announced that 49% foreign-
owned joint ventures would be permitted, but they played a very small role in foreign 
activity in the Soviet Union at that time, and garnered little interest or impact. 

 
In December of 1988, a decree to open up foreign trade to all enterprises made 

it possible for local companies to engage in business relationships with foreign 
counterparts, and further liberalized the establishment and operation of joint ventures. 
Problems related to bad supply (both in terms of quality and quantity), bureaucracy, 
profit repatriation, inconvertibility of rubles, and others that reflected a lack of more 
serious fundamental reforms made it very difficult to operate in the new business 
environment (Coleman and Fortin, 1996). 

 
In 1991, after the collapse of the Soviet Union, a new political leader, Boris 

Yeltsin came to the power. The new President was very interested in radical reforms. 
Many Western companies sensed plenty of opportunity in former Soviet markets, and 
Russian in particular.  American companies convinced the Bush administration of the 
era that it was too risky to invest in these territories, and lobbied for greater protection 
from potential losses. The foreign policy of the U.S. was to play a significant role in 
shaping the future economies of the CIS counties, so the Bush administration began to 
provide funds to protect American ventures in the CIS. About  $1.2 billion was spent 
to guarantee these investments2.  

 
In 1994, US President Bill Clinton and Yeltsin signed an agreement to provide 

more than USD 750 million in U.S.-originated risk insurance and loan guarantees for 
American-Russian joint ventures in oil, aviation, and telecommunications (Coleman 
and Fortin, 1996). This agreement marked a shift in U.S. policy from an aid-oriented 
strategy to one that emphasized private business. 

 
Communist hard-liners made it very difficult to invest in Russia, as they would 

pressure the government by accusing it of selling out to foreigners for a cheap price. 
There were no investor rights, property rights, or any legal basis by which foreign 
investment in Russia could be protected. Coleman and Fortin (1996) argue that the 
partner selection process is the most important factor for success in this business 
environment. The examples of US West, the Denver-based Bell telephone holding 

 
 
2 The funds were diverted from general foreign aid appropriations to be used Africa (Coleman and 

Fortin, 1996). 
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company, and Plexys group, a telecommunication company, based in Napperville, 
Illinois, support this thesis3.  

 
2.2.2. Examples of Cooperation with Russians 

 
Russian and foreign firms started to cooperate intensively at the beginning of 

the 1990s. The most common cooperative efforts undertaken by Russian and foreign 
firms occurred in the energy and aerospace industries. One early exception was a 
Vietsovpetro joint venture between the Soviet Zarubezhneft and the Vietnamese 

Petrovietam that was established in 1981 by an intergovernmental treaty between 
Vietnam and the former Soviet Union. Subsequent joint ventures in the energy 
industry were created between Russian firms and partners from the US, UK, Canada 
and Iran. Foreign partners were chiefly interested in access to rich oil and natural gas 
resources; the Russian firms needed financial support and management expertise. 

 
Examples of cooperation in the aerospace industry reflect the supreme 

capabilities possessed by Russian firms in R&D, engineering operations and state-of-
the-art technology. Determined political leadership, the creation of a strong science 
and technology sector, and intensive development of aerospace/military engineering 
were the main reasons for successful development of the aerospace industry of Russia. 
Unfortunately, the industry lacks the capital and marketing expertise necessary to sell 
their products in the global marketplace. So, Russian firms form strategic alliances 
with partners from Western industrialized countries to gain the capital and marketing 
skills necessary to compete globally (Elenkov, Detelin, 1995). Western companies 
were seeking to ally with Russian companies in order to access cheap product supply 
and technology (Coffman, 1998). 

 
In the late 1990s the joint ventures between Russian local auto manufacturers 

and such companies as Fiat, General Motors, Opel, Daewoo, Renault and Ford were 
formed to assemble and produce autos for the local market. The following table 
illustrates a few examples of joint ventures between Russian firms and their foreign 
partners. 

 
 

 
3  Plexys Corp. partnered with Vimpel Corp., Russia’s government owned military electronics 

contractor, who has friends at the Defense Ministry, who controls virtually all radio channels; to the 

convenient channels were transferred to Plexys Corp. Another example will include Polaroid that 

partnered with Russia’s Ministry of Atomic Energy (Coleman and Fortin 1996). 
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Table 2-3. Examples of Joint Ventures between Russian Firms and Foreign 
Partners 

 

Aerospace 

Joint Venture Russian Partner Foreign partner 

Country 
of origin 
of foreign 
partner 

Year 
Founde
d  

International 
Launch Services  

Krunichev 
Enterprises and NPO 
Energia. 

Lockheed Martin 
Corp. US   

  
 The Russian 
Academy of Sciences 

European Aeronatic 
Defence and Space 
Company (EADS)  Europe  2003

Rubix 

Ramensky 
Priborostroitelny 
Zavod  Honeywell  US 1995

  
Aviation Corporation 
Rubin AlliedSignal   1995

  Innlyshin NPO  
Pratt & Whitney; 
Rockwell-Collins  US   

Automobile 

  VAZ  Opel 
Germany-
US 2000

  Volga (GAZ) Fiat  Italy    
  Moskvich Renault  France    
  AvtoVAZ Daewoo  Korea    
  AvtoVAZ General Motors  US 2002
  AZLK Ford US   
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Table 2-3. Examples of Joint Ventures between Russian Firms and Foreign 
Partners (Continue) 

 

Energy 

Joint Venture Russian Partner Foreign partner 

Country 
of origin 
of foreign 
partner 

Year 
Founded 

Vietsovpetro Zarubezhneft Petrovietam Vietnam  1981

White Nights  Varyegneftegaz 
Phibro Energy Inc.; 
Anglo-Suisse Inc. US, UK 1991

Tatex  
Tatneft Production 
Amalgamation  Texneft Inc. US 1991

Geoilbent Ltd.  

Purneftegasgeologia 
Industrial 
Association; 
Purneftegas Benton Oil & Gas Co. US 1991

Polar Lights Co Arkhangelskgeologia Conoco Inc.  US 1994

KomiArcticOil 
Komineft Production 
Association  

Gulf Canada 
Resources Ltd.; 
British Gas  

Canada, 
UK 1991

  
The former Soviet 
Ministry of Oil  

Fracmaster; Royal 
Dutch/Shell Group  Canada  1989

  

Samotlorneft Oil and 
Gas Production 
Division  

Fracmaster; 
PanCanadian 
Petroleum Ltd.; 
Norcen Energy 
Resources Ltd. Canada  1991

TNK-BP TNK BP UK  2003

  

Gazprom-affiliated 
Stroitransgas; 
Zarubezhneft Sabon Oil and Gas Iran  2001

  Tatneft 
Mostazafan and 
Janbazan Foundation Iran  2003
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2.2.3. Building and Managing Business Relationships with Russians 
 
Joint ventures and strategic alliances may well represent the best way forward 

for corporate restructuring in Russia. Lower levels of financial commitment and 
shared control may align the interests of incumbent and outsiders. However, joint 
ventures in Russia are very rare compared to China, where they are typical vehicles of 
inward investment. Reasons that joint ventures didn’t evolve naturally as a response 
to the post-Soviet crisis include; suspicion of employees (owners) to the real 
motivations of managers due to unclear ownership of the firm and conflicting 
objectives between Russian and Western partners (Wright, Hoskisson, Filatotchev, 
Buck, 1998).  

 
Due to project complexity and cost, initiation and organization of earlier joint 

ventures by Western participants were most often the purvey of large companies with 
long-term perspective. For most Western firms, a Russian partner is able to provide 
knowledge of the local market, a trained workforce and an ability to solve problems in 
an environment where it can be difficult to conduct the simplest business transactions 
(Dannis, Ravitch, 1993). 

 
2.2.3.1. Partner Selection  

 
A pervasive short-term perspective that is primarily due to economic 

uncertainty and lack of governmental institutional support influences the criteria that 
Russian firms use to select foreign partners. These criteria are access to financial 
resources and complementary capabilities (Hitt, Ahlstrom, Dacin, Levitas,  Svobodina, 
2004). 

 
In comparison to China, Russia’s less stable economy causes Russian firms to 

focus more on short-term objectives4. Russian firms choose partners who can provide 
capital and complementary capabilities to strengthen their positions in an uncertain 
economic environment. They must adopt a short-term perspective when selecting 
their partners due to lack of institutional support from the government. The Russian 
government has yet to provide any incentive for local firms that ally with foreign 
partners. 

 
 
4 Meanwhile China’s supportive and more stable environment enables Chinese firms to take a long-

term perspective when choosing foreign partners; they generally place a priority on the provision of 

technology and managerial capability (Hitt,  Ahlstrom,  Dacin, Levitas,  Svobodina 2004). 
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Modern technology will help firms in transition economies to compete 
successfully in global markets. These firms very often lack the knowledge and 
capabilities to develop or employ sophisticated manufacturing or product technologies. 
Firms in planned economies seldom produce new technologies, products or processes 
(Hitt, Ahlstrom, Dacin, Levitas, Svobodina, 2004), so they need access to 
technological capabilities. Due to the rapid nature of economic decentralization, the 
Russian government failed to create the incentive necessary for local companies to 
seek alliances with partners that possess technological capability. Although Russian 
companies understood the importance of this capability, they didn’t place an emphasis 
on its procurement. In contrast, China’s government provides special incentives to 
local firms that are entering into alliances seeking new technology, including lower 
taxes and favorable financing terms.  

 
Other important assets are managerial capabilities and a good decision-making 

process. Russian and Chinese firms didn’t develop these skills because a lack of 
competition made it unnecessary; they don’t understand free market dynamics, and 
labor under inappropriate assumptions for management in a competitive environment. 
Most managerial knowledge is embedded and requires long-term exposure and 
commitment to learn.  

 
Intangible assets, such as brand names, are among the assets that both Chinese 

and Russian firms were seeking through alliances with international firms. Both 
Chinese and Russian consumers view foreign brands as superior to local brands, so 
allying with a foreign firm that enjoys a good reputation was perceived as desirable by 
both Russian and Chinese firms.  Russian firms will also ally with companies that 
have strong brand recognition for access to the financial resources that these 
companies with strong brand usually have.  

 
Hitt et al (2004) found that emerging markets firms place a priority on 

specialized and complementary skills when selecting alliance partners. Russian firms 
put a strong emphasis on these assets because of their importance to the viability of 
the firm. Because Chinese firms have greater incentives and support from the 
government, it allows them to focus on unique skills when selecting the partners, as 
they aim to learn them over time. 

 
Such an asset as prior alliance experience was and is an important criteria for 

both Russian and Chinese firms in selecting their partners. It is related to the 
importance of network relationships, so called “blat” in Russia. 
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2.2.3.2. Partnership Management 
 

The primary challenges facing MNCs when entering the Russian market include 
building local contacts, establishing brand-name recognition and building market 
position in anticipation of improved economic conditions. Those companies that 
developed relationships with government officials are now learning how to deal 
directly with suppliers, distributors, business partners, and municipal bosses in the 
provinces. MNCs still depend on government decisions and bureaucratic structure, so 
only a few companies invest directly in production; the main operation is selling. 

 
Mr. Vance D. Coffman, CEO and Vice-Chairman of Lockheed Martin 

Corporation in his speech to the U.S.-Russia Business Council in 1998, highlighted 
the important lessons that his company had learned from more than 5 years 
collaboration with Russian aerospace enterprises: put aside your preconceptions about 
doing business with companies from former Communist states, and stay close to your 
core competencies. He said that MNCs should focus on specific services and have a 
quantifiable means of measuring financial results, follow established U.S. codes of 
behavior and ethics, don’t take advantage of undeveloped business environment, be 
open and ready for straightforward discussions. Mr. Coffman also made the following 
suggestions to Russian firms to improve the attractiveness of the Russian market: 
create stable and clear business environments, i.e., establish stable law and regulations 
and protect legal rights of investors. Of special importance are enforceable laws 
governing intellectual property rights, implementing tax codes and accounting 
systems in accordance with global standards, and transforming Russia into an 
“opportunity society”, i.e. provide incentives to people to work harder (Coffman 
1998). 

 
 

2.3. Summary 
 
Motivations to enter new markets are business expansion, both geographical 

and product-related, and finding the most efficient ways to conduct different value 
chain activities around the globe. Formation of strategic alliances is one method of 
entering a new market. The first part of this chapter has addressed the issues of why 
companies seek to partner with other companies, what criteria they use to evaluate 
their potential partners, how they design the partnership and how they manage the 
business relationship.  
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The second part of this chapter presented a historical perspective. It examined 
changes in the business environment in Russia since 1987, identifying the key factors 
that enabled Russian enterprises to engage in business relationships with foreign 
partners. It also provided examples of cooperation between Russian and foreign 
business in the energy, aerospace and automobile manufacturing sectors, which have 
attracted the most interest among international investors. Examples of joint ventures 
illustrate that companies from the U.S.A and Europe were among the first to see the 
nascent opportunity in the Russian economy, and with governmental assistance 
initiated joint ventures in Russia for the purposes of co-production and joint R & D. 
Other, fewer examples illustrate the cooperation between Russians and firms from 
Asia and the Middle East, including China, Vietnam and Iran. Not surprisingly, all of 
them are present or former communist regimes with established business relationships 
and understanding of business practices in Russia during the Soviet era. 

 
The purpose of this chapter was to provide understanding of alliance formation 

and management in general, and what types of partnerships Russian companies have 
been developing since 1987. The researcher utilized theoretical and historical 
background from this literature review to construct the questionnaire to investigate the 
issues of Taiwanese companies’ perspective with regard to the Russian market, their 
current business models in Russia and the formation and management of partnerships 
with Russians. 


