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Abstract

Among the Commonwealth of Independent States (CIS), Russia has been the leading country in terms of the share of private sector in a country’s economy from the very beginning of the transition period of 1990s. The recent years have, however, brought along considerable strengthening of the role of the state in key Russian industrial sectors. There are signs of re-nationalisation in the strategic natural resource-based industries in particular, where the Russian State has increased its direct ownership as well as levied indirect control mechanisms. Initiated by re-nationalisation of some of Russia’s most prominent oil assets, the state is evidently regaining control over the country’s strategic industrial sectors.

The increased role of the state has inevitable consequences on enterprise performance and corporate governance. While in the traditional management literature the state ownership of Russia’s enterprises has often seen to result in negative outcomes, including enterprise mismanagement, weakened corporate governance practices and poor performance, the recent increase in state ownership and control has not undermined the overseas investor confidence. The stock issuances by large Russian enterprises have attracted considerable interest on world stock exchanges and the Russian companies are engaged in increasing numbers of international mergers and acquisitions. In addition, as indicated by several examples of the past year, the increased governmental support through strengthened control and ownership in many Russian companies has been one of the major drivers of the stocks of the companies involved both on domestic and international exchanges. Hence, the key issue remains to reach the equilibrium between the economic and strategic interests in regard to state ownership and control in Russia. 
In the current paper, we discuss the effects of increasing state leverage in Russian to corporate governance of Russian enterprises. We employ the viewpoint of a foreign investor by discussing the effects of state ownership and related developments in corporate governance on overseas investor behaviour. Based on interviews with the representatives of several investment and market watch companies, we aim to produce objective and far-fetched conclusions on the subject. While extensive international critique has been posted on the subject of re-nationalisation of Russian industrial assets, we attempt to provide a constructive discussion on pros and cons of the increasing role of the state in the Russian economy. By offering an objective insight into foreign investor behaviour in regard to increasing state ownership in Russia, we aim to facilitate discussion among policy makers, investors, and academics alike.
