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On the Special Feature:

Russian Business: the Current Status of Foreign
Affiliates and Special Economic Zones

SHIDA Yoshisada

Associate Senior Research Fellow, Research Division, ERINA

The Russian economy faces the predicament of being subject to
international economic sanctions, on top of continued stagnation
of resource prices and sluggish exchange rates, both potential
sources of growth. Confronting such conditions, the Russian
government, as a means to act on its “Turn to the East” policy and
advance the development of the Far East region, newly set up
Special Economic Zones named “TOR” (Territoriya
operezhayushchego razvitiya) to attract domestic and foreign
business and create new jobs. What’s more, this instrument of
TOR is being deployed beyond the territory of the Far East. For
the Russian government, nurturing and developing its own
industries, attracting foreign investment, and revitalizing its
entrepreneurial activities have long been central issues, and their
importance will surely continue to grow moving forward.

Given the importance of business revitalization, this issue
contains four papers that directly analyze “Russian Business.”
Some articles deal with specific and important questions, such as
the special zone system as a preferential system, the operating
conditions of this instrument, and the barriers of entry for foreign
companies. Further, each paper discusses the issue of how to
vitalize Russian business from a perspective of policy.

The first paper is an analysis of the relationship between
business and language co-authored by TOKUNAGA Masahiro, a
professor in Kansai University’s Faculty of Business and
Commerce, and associate professor SUGANUMA Keiko from the
Faculty of Bioresources Sciences in Nihon University. As is well
known, the countries of the former Soviet Union have historically
used the Russian language as the business lingua franca. Although
the global Russian-speaking population is declining, its size is still
relatively large. If the difficult-to-learn Russian language can be
used in trade, then business opportunities do expand. On the
contrary, it is suggested that the Russian language has become a
barrier of entry into Russian business. Their paper analyzes the
scale and realities of the “Russian-speaking market (Russosphere)”
which uses Russian as its common business language, and
includes an evaluation of the Russian language in business from
those with long-term business experience in Russia based on their
own surveys and dealings.

The second paper, an analysis of the housing market in Russia,
was penned by Niigata University’s MICHIGAMI Mayu, an
associate professor in the Faculty of Economics. Housing was
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once state-owned, but with collapse of the Soviet Union and the
birth of a new Russia came private home ownership and the
formation of a new housing market. As the number of affluent
Russians increases, detached houses are attracting special
attention. The issue of housing is closely related to one of the
“Eight-Point Cooperation Plan” proposed by the Japanese
government to the Russian government in “developing
comfortable and clean cities easy to reside and live in.” The
proposal is currently catching the eye of the Japanese business
community. Using detailed case studies, her paper describes the
methods Japanese companies are using to enter the business and
housing markets in Russia, while highlighting the challenges and
prospects they face.

The two remaining papers uncover facts on the Special
Economic Zone system for attracting domestic and foreign
companies and revitalizing business.

The third paper, introducing Special Economic Zones, was
kindly contributed by BAKLANOV Petr, Scientific Advisor at the
Russian Academy of Sciences’ Far-Eastern Branch of the Pacific
Geographical Institute. Professor Baklanov was deeply involved in
the creation of a proposal leading to the installation of the multi-
departmental TOR outside the city of Vladivostok,
Nadezhinskaya. His paper provides valuable insight into specific
cases over time, such as how the first special zone system was
drafted and what its initial goals were.

Finally, SUGANUMA Keiko of Nihon University (as above)
and SHIDA Yoshisada, editor of the current issue, analyze the
realities of foreign companies’ operating in the Special Economic
Zones of the Far East. One of the crucial factors to ensure the
realization of the special zones is the attraction of foreign capital.
However, it is questionable whether the special economic zone as
an instrument to attract investment is truly beneficial for those who
wish to invest there. This paper investigates in detail a list of the
companies that have been registered at the special economic zones
from the perspective of the foreign company’s ownership
structure, while also attempting to clarify how the foreign
company became a resident company in TOR. From the analysis,
it is confirmed that in some cases, companies legally classified as
foreign entities are in fact Russian companies.

[Translated by ERINA]
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Language and Business: a Study of the Russian-
Speaking Market (Russosphere) (Summary)

TOKUNAGA Masahiro

Professor, Faculty of Business and Commerce, Kansai University

SUGANUMA Keiko

Associate Professor, College of Bioresource Sciences, Nihon University

The Russian-speaking market or Russosphere, with Russian as its lingua franca, is considered one of the world’s economic zone
networks mediated by language and immigration. Based on a discussion of shared history, culture, values, and language-connected
sphere, when we aggregate the market size by major languages, the Russosphere mirrors the size of those for Arabic and Portuguese.
Delving into the Russosphere, the Russian language plays a crucial economic role, one that is irreplaceable given the various ethnic
languages of each country in the region, hence promoting the establishment of the Russosphere via a reduction in transaction costs. On
the other hand, outside the Russosphere, the fact that Russian has become the common trade language in place of English, the global-
standard business language, non-Russian speakers face the likelihood of additional overheads in the form of higher transaction costs.

Keywords: Russian-speaking market (Russosphere), common trade language (lingua franca), business language, transaction costs,

foreign direct investment
JEL classification: F2, P2, P3
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Housing Business in Russia: Prospects and
Challenges for Japanese Companies (Summary)

MICHIGAMI Mayu

Associate Professor, Faculty of Economics, Niigata University

This article explains the challenges of Japanese companies’ dealings in the detached housing market, an area of Russia’s housing industry which has

received little attention. Amid efforts by Japanese companies to make a breakthrough in Russia’s housing market, there are numerous insights that go

beyond just benefiting from an understanding of the housing market. Japanese products still fashion images of high quality within Russia’s housing

business, and while this point is also attractive for Japanese housing-related companies, common misconceptions about the quality of wooden houses exist

among Russians. We examine whether sustainable business development between Japan and Russia can be expected in the housing sector as well.

Keywords: Russia, housing market, real estate, housing business

JEL classification: L85, O18, R3, R31
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1

Territories of Advanced Development : New Tool for
Regional Development in the Far Eastern Regions of
Russia (Summary)

BAKLANQV Petr

Scientific Advisor, Pacific Geographical Institute, Far-Eastern Branch, Russian Academy of Sciences

In 2014, the Government of the Russian Federation introduced a new tool for regional development in the Far Eastern regions of Russia, namely, the
formation of territories of advanced development (TADs). TAD is regarded here as a compact area (up to tens of km?) with favorable economic,
geographical, social, infrastructural, scientific, educational, and environmental conditions for the manufacturing of high-tech competitive finished products
destined for export. Companies investing in TAD receive considerable benefits, including tax concessions for up to 10 years, administrative and customs
privileges, and ready-made general infrastructure services. The 19 TADs established throughout the region have been classified according to their
specialization. The main provisions, priority activities, spatial features and development stages in the formation of these TADs are considered, in addition

to the problems which have emerged following their creation.

Keywords: Russian Far East, Special Economic Zone, TOR
JEL classification: 021, 022, P25, R58

[Translated by ERINA]
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Zones of the Russian Far East (Summary)
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This paper examines how foreign business are engaged in the Advanced Special Economic Zones, or TOR (Territoriya

operezhayushchego razvitiya) in Russia’s Far East. We found two distinct patterns how foreign companies are involved in business in

TOR; some established a new company in TOR and are directly engaged in their own business there as resident company, while the

other, instead of investing in TOR, finances the founder or parent company of a resident enterprise. Our study revealed that the majority

of Cypriot companies utilized the indirect pattern of investment (the latter), while all of the Japanese companies used the direct pattern

of investment (the former). Additionally, it proved extremely difficult to determine the nationality of an individual foreign investor.
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2012 2013 2014 2015 2016 2017 2018
GDP-#HEHEH (%) Y 37 1.8 0.7 A23 0.3 1.6 2.3
[ A IR (%) © 6.8 0.8 A5 A 101 A02 48 43
S T3 R R IR (%) Y 34 0.4 25([1.7]| A0.8[ A34] 22([11] 2.1 2.9
INTESE b SRR (%) 6.3 39 2.7 A 101 A48 13 2.8
T LT R ) 46 4.0 A07 A 32 A58 A6 0.1
HEE WG (%) © 6.6 65 114 129 54 25 4.3
A B (%) 7 5.1 35 6.3 121 75 8.4 117
b (10fER Y, mEr—s) @ 524.7 527.3 497.8 3435 285.8 357.8 4496
A (105G RV, d@ps—s) @ 317.2 315.0 286.7 1827 1823 2275 2385
B v, v—T) 30.4 327 56.3 72.9 60.7 57.6 69.5
JE it (7L b v s 10 1116 108.6 99.0 52.3 436 54.1 713
2017
1Q 1A 2H 3H 4H 5H
GDP-EH i EH (%) Y 15 - - - - -
B AR - SRR (%) @ 6.3 - - - - -
S T3 R A SRR (%) Y 29 56 A 03 35 32 69
INFETE b IR (%) A6 A20 A28 00 03 11
TR AW T LT R ) 0.1 90 A3l A 32 A7l 03
HEE W (%) © 46 06 08 10 1.3 17
AR (%) 7 132 33 41 38 22 18
A (LOfER Y, 7 —%) ¥ 837 259 261 317 26.3 285
BAZE (105 RV, il s—y) @ 454 129 147 178 17.4 189
AR (FV v—701) @ 582 60.2 579 56.4 57.0 565
G (7L b L L) 0 537 546 549 516 52.3 50.3
2018
1Q 1A 21 3H 4H 51
GDP-EHHEH (%) Y 19 - - - - -
A FUR R (%) @ 38 - - - - -
8 T3 FE T - LR (%) 28 24 32 28 39 37
/J‘JL}LJLW SR (%) Y 27 30 21 30 32 29
B O] LS A - B 05 A 74 34 42 48 A 03
nﬁ%%%fﬂﬁ (%) © 22 03 05 08 12 16
TEEREEDIm (%) 7 52 02 1.2 03 15 55
wHgE (1068 V., @mpTr—y) @ 1030 340 320 370 36.5 369
WA (105 PV, d7—y) @ 547 156 184 207 19.9 206
AR v v—7) @ 56.4 56.3 55.7 57.3 62.0 626
RS (7L oV Ly) 10 66.8 69.1 65.3 66.0 72.1 770
2019 2019
1Q 1A 21 3H 45 5H
GDP- B EH (%) 05 - - - - -
#6528 A - ST (%) P 05 - - - - -
ST o v SRR (%) 2.1 11 4.1 12 46 09
INFESE b IR (%) Y 1.9 20 21 17 16 14
RIS B R A 23 A 13
B (%) © 52 10 15 18 21 24
T (%) 7 99 A 20 A9 All A 06 A2l
wE (106ER )V, BmpT—y) @ 1046 324 35.2 370 35.6
B A (1055 R, dBET—5) © 532 156 176 201 20.7
B OV, Vv—Tn) @ 655 66.1 65.8 64.7 64.7 65.1
JEIIE (7L b L osLL) 0 63.2 59.4 64.0 66.1 71.2 713
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