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Abstract
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The purpose of this treatise is to investigate the impact of the investment system in Russia on
its economic reform during the period from 1992 to 2000. Through this study, we expect to offer
valuable findings helpful to Taiwanese entrepreneurs in their evaluation of the risks involved in the
direct investment in Russia. This treatise will be guided by the central organizing concept, the
“environment determination theory.” The concept “environment” is defined as “the sum of all
external conditions and forces, which influence the life and development of 2 certain mechanism.”
Based on this concept, this treatise hypothesize that the formation of a certain investment
environment determines the investment behavior. And, in tum, the introduction of foreign
investment and the pattern and scale of domestic financial market determine the fate of economic
reforms. The thesis of this treatise will be as follows: One of the major reasons for the failure of
Russian economic reforms lies in the failure of the domestic investment environment to effectively
attract foreign capitals. Meanwhile, the failure of the domestic investment environment is closely
relevant to the political development and economic structure,

Viewing from the economic dimension, the accumulation of capital is vital to the national
economic development.  Capital is an indispensable factor, especially the introduction of
international capital. Aiming at attracting foreign investment, Yeltsin's regime has actively pushed
forward radical reforms of Russia’s economic system, in order to integrate Russia’s econonty with
international economic system. MNotwithstanding, the result of these efforts has been very
unsatisfactory since 1992. Taking the case of Nakhodka Free Economic Zone as example, this
study will survey the current investment environment in Russia, examining the scale and the major
focus of foreign investment and investigating the pattern and scale of the domestic financial market.
The result of this survey will be helpful to evaluate the quality of the investment environment and
thereupon to analyze its impact on Russia’s economic reforms.

The “Diamond System Approach” developed by Michael E. Porter will be applied to this
study. According to this approach, two groups of factors, the basic and additional factors, which are
vital to the competitive advantage of nations, will be discussed from two dimensions: the political
dimension and economic dimension.  Through this approach, it is possible to evaluate the advantage
and disadvantage of current investment environment in Russia. The information resulted is
expected to be helpful for the Taiwanese businessmen in their evaluation of their risk involved in the
direct investment in Russia.

This study will be divided into five chapters. Chapter 1: Introduction. Chapter 2: The
formation of investment settings in Russia. Chapter 3: An analysis on the current foreign
investment in Russia: The case of Nakhodka. Chapter 4: The impact of current investment system
in Russia on Russia’s economic reform.  Chapter 5: Conclusions,
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