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ABSTRACT 

 

Purpose – The main goal of this thesis is to show – on one hand – the permanent influence of 

geopolitics on leadership of international companies, and – on the other – how companies 

influence geopolitics and geopolitical climate. 

Methodology – Due to the problem which I raise in my thesis, I will use systems view. 

Systems view is the most appropriate here, mainly because I try to find out the system analyzing 

real cases and life examples of how businesses are systematically influenced by geopolitical 

environment, as well as vice-versa – how businesses influence geopolitical environment in 

places where they do their business. 

Findings – The number of geopolitical issues that are needed to be taken into account by 

companies, doing their business globally, is very big and increase all the time. For that reason 

geopolitics – is a problem that can’t be simply avoided. The way international companies change 

geopolitical context to meet own interests is also rising all the time. These ways should be well 

known to lead big multinational company wisely. 

Research limitations – Though geopolitics is a wide study and can be applied to a large 

extent towards statecraft and political decision making itself, I focused in my work mainly on 

two-way linkage between geopolitics and business activity – international business activity in 

particular. 

Originality – though the problem raised in this thesis is obvious and observed in everyday 

business life, very few analytical researches have been done showing the importance of 

considering geopolitical environment for international companies. For that reason in my thesis I 

had to collect the real cases and problems, met by different companies to show the intelligible 

necessity for business leaders, and especially leaders of global companies in wise geopolitical 

maneuvering. 

Keywords – geopolitics, leadership, international context, risk analysis, global strategy. 

Paper type – Master Thesis. 
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1. INTRODUCTION 

 

“But truth, as we know, is that which simplifies the world,  and not that which creates chaos.” 

(Exupéry 1941, p. 112) 

 

Conflict in Ukraine constantly spirals; terrorists in IS sell crude oil on the black market; 

governments of many countries are afraid that the military operation in Yemen will jeopardize 

the security of shipping transit through Bab-el-Mandeb Strait; sanctions have cost ExxonMobil 

over 1 billion USD; the BNP Paribas fine mirrors difficulties between France and the US in 

choosing international strategy; a merchant ship, owned by Maersk, is arrested in Iranian waters. 

These are the headlines of the latest issues of one of the newspapers. It often seems that we are 

too used to such news to pay much attention. Unfortunately, such attitude towards global affair is 

displayed among managers and leaders of companies who run their business globally. This lack 

of proper attention towards the global geopolitical environment causes huge problems to these 

companies specifically and international business overall. For this reason I decided to 

concentrate my attention in this thesis on analyzing the importance of the geopolitical context for 

leaders who create business strategy for their companies. However, it would be wrong to think 

that international companies are merely hostages of geopolitical volatile – the companies, from 

their part, influence geopolitics and sometimes push it in their interests. I think, therefore, it 

would be important to raise, once again, a topic of importance: if leading globally, the leaders of 

a company must lead wisely, paying worth attention to geopolitics. 

 

1.1. BACKGROUND 

 

Most research at different levels attempts to understand how the world around works, what the 

origins of various processes are, how to respond to these processes in the present, and how to 

prevent undesired results in the future. My thesis is a reflection of this paradigm. The desire to 

understand the essence of relationships between countries, the real origin of conflicts and unions, 

and how interstate agreements affect the daily lives of people at different levels, brought me to 

reading press releases, stenograms of important meetings at the international level, and dozens of 

monthly magazines and daily newspapers, all of which contain analyses of international relations 

and its consequences. Henry Kissinger, Colin S. Gray, Zbigniew Brzezinski, Igor Ivanov, Gerard 

Toal and many other scholars and experts on international relations and geopolitics formed my 

critical understanding of the processes of international politics. Of course, even a careful analysis 
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may not allow us to understand the essence of many international problems; however, such 

analysis is needed for competent and adequate responses to constantly emerging challenges. Let 

me compare it with an analogy of walking with a friend when suddenly he/she faints. Of course, 

we may immediately suggest our reasons as to why it happened, though without specialists, 

doctors in this case, we will not be able to get the true cause – maybe lack of air, or chronic 

fatigue syndrome, or intoxication, or maybe something more serious. Without experts, we 

remain in the dark. The aforementioned scholars and many daily updated resources appeared as 

doctors for me, explaining what is happening in the world today. Without such understanding, 

being satisfied with only one or two “sources of truth” tends to make us either those who, 

crammed with stereotypes, speculate with facts, or fanatics, blind and dangerous followers of 

someone’s ideas. No doubt, when we think about high ranking leaders of companies or countries, 

we want them to look further than others – to understand, to predict, like professional mountain-

climbers who can predict changes in the weather and take necessary measures. Thus, without 

geopolitical thinking, what is expected to be skillful, professional leadership can easily turn into 

fishing for solutions, based on luck. Such unprofessionalism can hurt, and hurt painfully, which I 

will illustrate later in this paper. 

In order to understand the role of geopolitics nowadays, it is necessary to understand the nature 

of this study: how it originated, evolved and what are its major milestones. The word 

‘geopolitics’ appeared in Uppsala, Sweden in 1899 in the works of Swedish scientist Rudolf 

Kjellen (Tuathail, Dalby & Routledge 2006). Its appearance has been associated with the need to 

connect two independent factors: the geographic location of the country and the policies of this 

country or other countries towards this country. A connection of these factors enables us to give 

an explanation of manifestations of national interests of countries, and, thus, see politics from a 

different perspective. Unfortunately, World War II, the violence of the Nazi regime and its will 

to extend its territory for the well-being of its nation, the use of the term ‘geopolitics’ by those 

who has been involved in Nazism expansion – all these factors, later, generated a fear of using 

the term ‘geopolitics’ again (Dodds 2014). The revival of the term is a merit of the American 

diplomat and Former US Secretary of State Henry Kissinger. He worked in foreign policy during 

the Cold War and his use of the term ‘geopolitics’ was associated with the struggle of the two 

major superpowers – the United States and the Soviet Union – for influence in the post-war 

period (Gray & Sloan 1999). Mass media quickly picked up this trend and the word ‘geopolitics’ 

became widely used, making this field of study popular once again. Using geopolitics, 

policymakers, diplomats, scientists, and business leaders tried to understand and explain the 

unstable situation on the political map (Tuathail, Dalby & Routledge 2006). Today the study of 

geopolitics has changed comparing to what it was at the beginning in the works of Swedish 
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political scientist Rudolf Kjellen. These changes are inevitable and are connected with the fact 

that the world itself changed, the world order changed. What has remained unchanged is the 

ability of geopolitics to look at different events from a global perspective, and see how events are 

related to each other. I would like to compare it to the process of looking at a painting in the 

gallery: looking at a painting from a very close distance, one will be able to see only disordered 

strokes, while looking at a painting from a necessary distance, one can enjoy its beautiful 

integrity. Geopolitics, unlike many other studies, makes it possible to anticipate changes in 

international relations, gauge reactions of different countries on these changes, and, most 

importantly, – it enables both business and political leaders to respond to these changes in a 

timely manner, minimizing risks and maximizing profits. 

Of course, if geopolitics would be perceived by everyone the way I described it, there would be 

no need to devote this thesis to its study. Unfortunately, though everybody faces geopolitical 

issues every day, watching news programs or reading newspapers and magazines reveals that 

there are very few who devote large amount of time, going deeper into its study. According to 

the Carnegie Endowment for International Peace, this trend is particularly noticeable in 

European countries (Techau 2013). Even nowadays, when it seems that though one economic 

crisis is over, the risk of another economic crisis is not a myth – mostly economic factors prevail 

in long term decisions, and geopolitical analysis is cast aside. 

Nevertheless, the world order is changing, and to correspond to this order, we, as future leaders, 

have no right to ignore geopolitical aspects in our future careers. There are problems we are 

faced with today, that are new in international relations: international terrorism, extremism, 

colour revolutions, illegal migration, global warming, and so on. There are also new issues 

which should be taken into consideration: the emphasis on China as a new financial center; 

minerals prospecting in the Arctic and Antarctica; regional trade union popularity, and so on. 

Therefore, I believe that those leaders who will be able to see the world through the prism of 

geopolitics will have a great competitive advantage, and, as a result, will have more opportunity 

to lead wisely and artfully. 

 

1.2. RESEARCH QUESTION 

 

While studying in the program ‘Leadership and Management in International Contexts’ I 

discovered that few current leaders in different spheres are interested in obtaining thorough 

geopolitical knowledge. Many simply do not see the necessity of such education, assuming that 

business and geopolitics go in different directions. These people argue a classic understanding 
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that business is business, that geopolitics should be the field of interest of politicians and 

diplomats, not businesses. 

Though to some extent they are right, after all, one could argue that businesses operating strictly 

in the domestic market, purchasing raw materials on the domestic market and selling their 

products in their respective countries would not care about the geopolitical environment 

anywhere. On the other hand, such disregard toward geopolitical knowledge while running an 

international business, especially a large multinational company with branches in various 

countries, can cause mistakes that cost millions in lost profits, fines, spoiled reputations, and so 

on. Using real cases and examples of successes and failures, based on theoretical background, I 

would like to address the following research question in this thesis: How do geopolitics 

influences international businesses and how do international businesses influence 

geopolitics? 

While answering this research question I would like to illustrate that it is leaders of international 

businesses who understand the niceties of geopolitics and take them into account while running 

their businesses – these leaders specifically shows the example of the art of leading, the art of 

leading with geopolitics. 

 

1.3. OBJECTIVE 

 

One of the main ideas which I seek to prove in my thesis is that it is essential to be a geopolitical 

leader. Though it may seem like a new idea of the last few decades, it is not. In 1941 the founder 

of the Foreign Policy Research Institute in the US, Robert Strausz-Hupe, claimed that ‘it is smart 

to be geopolitical’ (Dodds 2014, p. 1). Although more than 75 years have passed, and people 

indeed became more geopolitical, we still have little knowledge about this discipline and I 

suggest that this is one of the reasons why our world did not become a better place to live, as 

well as why international affairs remains a blackboard filled with complicated formulas written 

by a mad scientist. Perhaps that is why geopolitics attracts – it shows the fundamentals of the 

world with clear and simple details. Of course, though we may disagree as to which details are 

more essential and which are less, I nevertheless think it is extremely useful to think about what 

is happening around in a geopolitical terms. 

In my thesis I claim that we must do our utmost to develop our geopolitical thinking. In 

particular, I refer to two basic components. The first is to perceive events that take place around 

us from a critical point of view, not being content with superficial knowledge and comments 

received from one source or several uncontested sources. The second is to act and choose a 

geopolitically wise strategy of leading, whether in the context of business or politics. 
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While searching for materials for this paper, I noticed that it was hard to find pure analyses of 

international businesses’ behavior in the context of geopolitics. Most of the time I found either 

materials that analysed geopolitics from a political, statecraft perspective, or materials that 

analysed the impact of internal factors on business strategy development. Very few experts 

considered geopolitics an important element in business decision-making. For this reason I 

decided to dedicate this paper to the analysis of the relationship between business and 

geopolitics: how geopolitics influences business, and how interests of leading international 

businesses form the global geopolitical environment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Vitaliy Reznookov, The Art of Leading with Geopolitics Page 10 

2. METHODOLOGY: THE ART OF LEADERSHIP WITH 

GEOPOLITICS 

 

“At the beginning of my journey, I was naive. I didn’t yet know that the answer vanish as one 

continues to travel, that there is only further complexity, that there are still more 

interrelationships and more questions.” 

(Kaplan, 1996, p. 7) 

 

“Methodology is a mode of thinking, but it is also a mode of acting. It contains a number of 

concepts, which try to describe the steps and relations needed in the process of creating and 

searching for new knowledge” (Arbnor & Bjerke 2008, p. 17). 

According to Björn Bjerke and Ingeman Arbnor, methodology is not only the subject, but the 

way of thinking that develops the researcher him- or herself in one way or another (Arbnor & 

Bjerke 2008). Two other authors, Anselm Strauss and Juliet Corbin described what methodology 

is in this way: “Methodology – is a way of thinking about and studying social reality” (Strauss & 

Corbin 1997, p. 3). All these authors stress in their books that without thoroughly chosen and 

properly used methodology, it will be hard and almost impossible for a researcher to develop any 

new knowledge. The maximum he or she will be able to achieve is a repeat of already existing 

knowledge, but usually this is not the goal. That is why a reasonable amount of attention toward 

understanding of methodology will be rewarded during the research investigation. 

While doing research, what is important for the researcher is the ability to minimize reality into 

small ‘snapshots’, because it is almost impossible to show a reader the whole reality, though, 

while using statistics, analytics, surveys, and interviews, we can show what reality looks like. It 

is also important to mention that our research usually presents our vision and interpretation of 

what we observe. For this reason methodology is the left hand of a researcher, meaning that it is 

directly involved in the study and can’t be separated. 

This chapter was written in order to delve deeper into the subject of Methodology and to choose 

the proper method, which would optimize my research and give the best possible result. 

 

2.1. CHOICE OF METHODOLOGICAL VIEW 

 

Björn Bjerke stresses in his book that choosing the right method to use while doing research is as 

vital as it is difficult (Arbnor & Bjerke 2008). This complexity is explained by the fact that 

though our method surely depends on the topic of our research, the topic in turn depends on our 
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presumption, which in turn depends on our methodology. So, we’ve got a circle. Nevertheless, it 

doesn’t mean that choosing the right method is impossible. What it means is that it is vital to 

analyse all the methods in order to understand which one better suits the goal set by the 

researcher. Thanks to our methodology classes earlier in the program, we already know the 

characteristics and differences between four different methodological approaches: the grounded 

theory, the analytical view, the systems approach and the actor’s approach (Arbnor & Bjerke 

2008). Thus, now it is easier to choose the most appropriate method. 

Considering the topic that I have chosen and thus the research question that I am going to study, 

the systems view would be the most favorable methodological approach. The reason why I chose 

systems view is because the connection between international businesses and geopolitics forms a 

system that can be examined from one case to another. Thus, the first part of the research is a 

theoretical part which serves as the basis for further cases analyses. As a result, systems view, at 

the end, can help us to understand the whole causal connection functioning. The results will be 

presented in the conclusion, respectively. 

Nevertheless, what is a systems approach? According to Björn Bjerke and Ingeman Arbnor, 

systems theory, unlike other theories, concentrates not on one particular component, but on the 

system of determinants that explain the whole phenomena (Arbnor & Bjerke 2008). Inside the 

system all determinants need to be analysed to understand how system as a whole works. That is 

why, though ‘systems view’ is its more prevalent name, the approach has different names, such 

as ‘structural view’ and ‘holistic view’, both of which may, further explain the main idea of 

systems theory. 

Basically, a systems view is based on two initial principles. The first one is that every event is 

possible to be explained as a net consisting of connections between its units. The second 

principle is based on the fact that common patterns and structures can be found in most formed 

systems, which makes it possible to understand the whole logic of phenomena better. It seems, 

then, that it would be possible to predict other common events and phenomena. Nevertheless, 

regardless of the amount of available information, it is difficult to predict analogous events or 

results of the events precisely (Arbnor & Bjerke 2008). 

Systems view allows a researcher to describe a real system using systematic templates and 

methods, showing factors influencing externally and internally, avoiding changing the real 

system itself. For this reason, the goal of systems view is to describe, explain and help to 

understand the whole system (Arbnor & Bjerke 2008). 

While forming a model of interconnected components using the systems approach, our model 

will always stay within certain limits. For this reason, it is important to start such research by 

setting boundaries for the study: both internal boundaries and external ones (Arbnor & Bjerke 
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2008). External boundaries help a researcher to protect his or her model from a large number of 

undesirable external effects that can distort the desired result. A similar goal also has internal 

boundaries that set characteristics of internal components of a model, helping a researcher to 

focus particularly on them. In my thesis I also set these frames to pay more attention to the issues 

I would like to analyse. Thus, my internal frames will surround only the issues related to 

geopolitical problems that companies face while operating their business. This means that I will 

not analyse other problems that companies may suffer from, such as authentic leadership, 

distribution of power among managers, gender issues, and so on. The external frames will 

surround my research around geopolitical influence on businesses only, as well as vice-versa – 

namely, the influence of businesses on the geopolitical environment. Any other issues, such as 

geopolitical influence on political leaders, statecraft, changes of state borders and so on will not 

be discussed in my thesis. Thus, such framing helps me to concentrate, within my thesis, on the 

particular aforementioned issues. 

In the analytical approach, a researcher bases on solid data. In the systems approach, it is hard to 

get an absolute model because researcher makes connections between different components of 

the model and, as such, connections are based on his or her vision. Nevertheless, trying to reduce 

such subjectivism, I included a theoretical component before case studies so that it would give 

me a more solid theoretical base and orientation during the analysis. 

While writing about systems, it should be noted that there are two types of systems: open 

systems and closed systems (Arbnor & Bjerke 2008). Closed systems, as it follows from the 

name, are more distanced from the external environment. Such systems are more common for 

researches in physics, chemistry, and other natural sciences. Open systems are studied without 

distancing them from the surrounded environment. Such systems are more common for business, 

politics, and social sciences. Though I use a systems approach, and my thesis itself represents a 

system, which has set boundaries, nevertheless, it still remains an open system, influenced by 

always changing surroundings. 

 

2.2. THE MAIN ACTORS IN THE RESEARCH 

 

The main actors whose behavior will be studied in my thesis are leaders whose professional 

activity is primarily connected with geopolitics. These are, firstly, politicians involved in 

international affairs: presidents, ministers of foreign affairs, diplomats of different ranks and 

state advisors on international affairs. 

On the other side, I will analyse the experience of people connected with the influence of 

geopolitics on their professional activity, but who are not involved in political decision-making 
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directly. This group of people will consist of the leaders and decision makers of different 

multinational companies conducting their business worldwide. Writing my thesis, I didn’t divide 

businesses for my research: either it is an oil company, gas company, bank, investment fund, 

transport company, and so on. I did it to show that the geopolitical environment is important not 

only to particular business field, but to virtually all fields. 

The systems view of methodology, as I mentioned earlier, will help me to analyse links between 

these two different and, at first glance, not directly connected groups: political and business 

leaders. 

 

2.3. DATA AND CASE STUDIES 

 

Before analyzing case studies I referred to theoretical knowledge about the subject – geopolitics. 

This structure was chosen for better, deeply rooted further analysis of chosen case studies. While 

forming the theoretical background, I referred to scientific articles from different sources, such 

as scientific journals like “Geopolitics”, and “Harvard Business Review”, among others; several 

books of famous geopolitical scientists were studied as well. Among the authors of these books 

are Klaus Dodds, Colin S. Gray, Geoffrey Sloan and others. 

Further, analyzing real cases of geopolitical-business connection, besides scientific articles, I 

studied articles from newspapers (The Times, RG, Bloomberg, Washington Post, The New York 

Times and so on), magazines (the Economist, Forbes, Times, Le Monde Diplomatique (English 

version) and so on), Think Tanks (Chatham House, Carnegie Endowment for International 

Peace, Center for Strategic and International Studies, the Heritage Foundation and so on), and 

internet resources of companies’ official web sites. 

Using both scientific literature and other non-scientific sources forms a synthesis of more 

complete information about the studied subject. 

 

2.4. PRIMARY DATA 

 

Primary data is information that is obtained without any mediations – directly from its source 

(Kumar 2005). Nicholas S. R. Walliman describes primary data as follows: “Primary sources are 

those from which the researcher can gain data by direct, detached observation or measurement of 

phenomena in the real world, undisturbed by any intermediary’s interpretation” (Walliman & 

Baiche 2001, p. 205). 
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For a better understanding of what primary data includes, Ranjit Kumar in his book “Research 

Methodology: a Step-By-Step Guide for Beginners” gives a scheme that illustrates different 

possible ways of collecting data for research. 

 

 

Source: Kumar R 2005, Research methodology: a step-by-step guide for beginners, SAGE 

Publication Ltd, London, p. 139. 

 

According to Ranjit Kumar, primary data can be obtained from different sources, including 

interviews, observations and surveys (Kumar 2005). Surely, such data shows the relevance and 

timeliness of research. 

My thesis, due to the specifics of the chosen topic, is limited by using only one source of primary 

data – interviews. Such a limitation is explained by the fact that the main actors of my research 

are highly ranked statesmen and business leaders who have already been interviewed many times 

on issues, which are analysed in my thesis. For this reason I mostly use such interviews, which 

are often either published on government’s official websites, or companies’ internet resources. 

Nevertheless, I personally held two independent interviews. The details of these interviews are 

given in the following subchapter. The results of both interviews were analysed and used in the 

thesis. 
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2.4.1. TECHNIQUES USING FOR COLLECTING PRIMARY DATA 

 

According to Ranjit Kumar, there are two different types of interviews – a free interview, with 

questions formulated directly during the interview; and an interview carried strictly according to 

questions formulated in advance (Kumar 2005). 

During the process of my research writing, two interviews were carried out. The first interview 

was conducted on April 3
rd

. The interviewee is the head of the department of GR-management of 

British Petroleum’s branch in Russia. A special guide list was developed in advance, so that I 

could maximize received information concerning the topic of interest. Due to the fact that I 

already had contacts with the interviewee, when he conducted seminars in my university, the 

interview was carried out in a less formal and more trusting manner. Later, the interview was 

analysed for further use during the thesis writing process. 

The second interview was conducted on April 6
th

, so that during the second interview I could use 

the experience gained from the first interview. As before, a guide list was developed, though it 

was changed taking into account answers received during the first interview. The second 

interviewee was the head of GR-management department at Moscow State University of 

International Relations. The interview turned out to be longer and more meaningful – probably 

because the interviewee is a professor and has greater experience explaining information lucidly 

and in greater details. 

 

2.5. SECONDARY DATA 

 

Bruce Wrenn, Robert Stevens and David Loudon suggest in their book “Marketing Research: 

Text and Cases”, that there are both advantages and disadvantages of using secondary data 

(Wrenn, Stevens & Loudon 2006). Among advantages, they mentioned: lower cost, comparing 

with travelling expenses while collecting primary data; the speed of finding necessary 

information; accessibility of information; and variability. Some disadvantages the authors noted 

include: accuracy – sometimes secondary data itself is based not on primary data, but on 

secondary data as well, which in turn may also be based on secondary data. Up-to-dateness is 

another disadvantage of secondary data. The quality of collecting secondary data sometimes also 

needs to be proved; thus, the quality of secondary data often depends primarily on the quality of 

a source of information itself. Finally, the main disadvantage of secondary data is that it is often 

hard to find information that would be necessary in a particular case, unlike interviews or 

surveys, where a researcher finds answers directly to his concrete questions. 
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Despite all disadvantages enumerated earlier, by using proper techniques, described in the 

following section, secondary data became a solid, reliable basis for my research.  

 

2.5.1. TECHNIQUES USING FOR COLLECTING SECONDARY DATA 

 

As it was mentioned earlier, most of the information used for writing this work was secondary 

data. Among sources for secondary data, I used books; articles from scientific journals; 

economic and political editions of newspapers and magazines: the Economist, Wall Street 

Journal, The Times, The New York Times, Latin American Herald Tribune, Le Monde 

Diplomatique, Bloomberg, Financial Times and so on – both printed and electronic versions 

were used. A number of Think Tanks played a significant role in my thesis while collecting 

secondary data. Unlike many other resources, think tanks concentrate on research and analyses 

primarily of politics, geopolitical strategies, military, scientific and cultural development of 

countries, etc. Besides, think tanks mostly provide analysts with unprejudiced and objective 

information that can be relied on. 
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3. THEORETICAL FRAMEWORK 

 

While studying leadership in international contexts and planning to one day become a leader 

either of a small business, a big multinational corporation, or even planning to connect one’s life 

with the foreign policy of the state, it seems to me very important to study the environment 

where we will work, especially the geopolitical environment. It is important because the 

geopolitical environment in particular is often either a hidden threat, or a hidden competitive 

advantage for businesses and statecraft. 

Though many people heard the word ‘geopolitics’ and even have an idea of what it is, still very 

few know what the real meaning of geopolitics is, its importance nowadays, and most 

significantly, how they can use geopolitical knowledge and way of thinking in running their 

business. 

This chapter formulates the main theories of geopolitics, how they evolved over time, and how 

the perception of geopolitics differs depending on the region (whether it is Latin America, the 

US, Europe, Asia and so on). Furthermore, the second half of the chapter will be devoted to the 

issues of how geopolitics is applied in business. 

 

3.1. THE HISTORY OF THE STUDY 

 

The origin and forming of geopolitics 

 

The term ‘geo-politics’ appeared at the very end of the 19
th

 century – in 1899 – in Uppsala, 

Sweden, in the researches of the Swedish political scientist Rudolf Kjellen (Tuathail, Dalbi & 

Routledge 2006). He united two areas: geography and political science in order to explain 

different political processes, which were happening around. Apart from the fact that Rudolf 

Kjellen was a scientist and professor at Uppsala University, he was also actively involved in 

political activities, so he could find a practical use for his researches, and had access to primary 

data for his further observations. Being a Conservative member of the Swedish Parliament, he 

often criticized the foreign policy of his country and aspired to change it (Dodds 2014). Though 

the term ‘geopolitics’ was introduced only in 1899, the relationship between the geographical 

position of the state (access to the sea, proximity to other countries, and so on) and its 

international politics had been studied before. The study began to gain momentum since the late 

1980s and was particularly popular in those years (Dodds 2014). Thus, in 1890, the U.S. naval 

officer Alfred Thayer Mahan published his book “The Influence of Sea Power Upon History 
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1660-1783”. In the book the author analyses the influence of a state’s access to the sea and its 

navy forces in shaping the state’s influence in international affairs (Mahan 2012). This interest 

can be explained by the fact that there were no researches before, that could draw a parallel 

between a country’s location on a geographical map and its location on a political map. 

Furthermore, such a parallel explained political decisions in many countries. 

Nevertheless, it would be wrong to think, that geopolitics was introduced as a completely new 

study at the end of the 19
th

 century. Thus, in 1841 the book of German writer Friedrich Rich 

“The national System of Political Economy” was published (Gray & Sloan 1999), where the 

author analyse the potential of the geographical location of his country, of its natural resources, 

and of its access to the sea. Though it was not a fully scientific research, it was an early attempt 

to see ongoing events through a geopolitical lens. That is why the following scientific basis of 

geopolitics had a big initial potential. 

According to Klaus Dodds, the emergence of geopolitics as a science was largely connected with 

three main events. The first was the changing world order, where the Unites States started to 

become the leader in financial and commercial spheres, displacing the United Kindom and 

France (Dodds 2014). Thus, protectionism and defense of national interests prevailed among 

different states. The second event was connected with the continuing colonial conquests in 

different parts of the world by the most powerful states. Thus Britain and France tried to divide 

new territories in North Africa, while Russia and Britain fought for influence in Central Asian 

region. For the purposes of territorial and political expansion, these countries spent huge sums 

for rearmament. That jeopardized peace not only in the conquered territories, but on the 

European continent as well. The United States had also contributed to the establishment of 

influence over the new territories, partly complicating further geopolitical analysis. Specifically, 

the United States extended its influence over Alaska, Cuba, Puerto Rico and Philippines (Dodds 

2014). The third factor, which also pushed the development of geopolitics as a science, was the 

increasing number of universities where geography was taught. Thereby, scientists and 

researchers could delve into this discipline, engaging in new research (Dodds 2014). 

 

The perception of geopolitics in context of the Second World War 

 

The geographical location of Germany in the center of Europe, its access to the sea, its historical 

background – all these factors have always been a geopolitical challenge to other countries (Gray 

& Sloan 1999). Besides, Germany paid great attention to the study of geography at the scientific 

level. Unlike other countries, deep geographical knowledge was a competitive advantage of 

Germany. It was the first country which opened separate geography departments in universities 
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(Heffernan 2002). Among famous German geographers, it is worth noting Friedrich Naumann 

and Joseph Partsch, who were directly involved in the development of the plan with allied 

countries to expand their strategic, territorial, military and economic interests. Though in 1918 

this plan failed, and Germany with its allies suffered great losses, it was clear that Germany 

would try to win back its losses and would try to reestablish its dominant position in Europe 

(Dodds 2014). The main aim of other European countries at that time was to prevent Germany 

and the Soviet Union from forging any possible agreements that could become a real threat for 

the national interests of most European countries. Halford Mackinder, English geostrategist and 

politician, suggested in 1924 a Midland Ocean Alliance that would prevent such threats. One of 

the key members of that union was supposed to be the United States. The points of the 

agreement on the establishment of this alliance later formed the basis of the establishment in 

1949 of the North Atlantic Treaty Organization (NATO). 

One of the main geopolitical thinkers before World War II, was a German political scientist and 

professor at the University of Munich, Karl Haushofer (Dodds 2014). Haushofer was the first to 

found an independent scientific journal dedicated to the analysis of geopolitical issues (Gray & 

Sloan 1999). Unlike many other political scientists of that time, Haushofer believed that long-

term geopolitical strategy should be the primary goal of German foreign policy. He proposed the 

strategy of strengthening German geopolitical influence in the Middle East and Central Asia 

through the establishment of trade and economic relations with these regions. Taking advantage 

of Germany’s central (from a geographical point of view) location in Europe, Haushofer 

suggested that Germany could become a transit country of goods and mineral resources supplies. 

(Dodds 2014). Great Britain was not satisfied at all with such plans for the geopolitical position 

of Germany and did not want to lose its own leading position in the region. Thus, Karl Haushofer 

was strongly criticized for his research. 

 

Geopolitics in the period after World War II to the present days 

 

Recovering from the horrors of the Second World War, many scientists both in Europe and in 

America (mainly under the influence of immigrants) mistakenly connected geopolitics with the 

fascist rhetoric of Nazis Germany. One of the main German geopolitical strategists, mentioned 

earlier, Karl Haushofer, was blamed for developing strategies for Nazis political leaders. 

However, in reality, Haushofer, as well as many other strategy developers, refused to cooperate 

with German authorities as soon as they understood, that their country ceased to use geopolitics 

to pursuit its national interests, and started to establish the Nazi regime, occupying new 

territories. Besides, most German geopolitical thinkers predicted already in 1941 the failure of 
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plans to conquer the Soviet Union (Dodds 2014). Nevertheless, geopolitics as a science became 

unpopular, and interest towards geopolitical research was lost. It was lost at all levels, so that 

even journalists tried to avoid the word ‘geopolitics’ in their articles (Gray & Sloan 1999). 

However, during the Cold War between the United States and its allies against the Soviet Union 

and its allies, the need for ‘geopolitics’, which could explain the increasing tension in the world, 

increased again. The man, who stood at the origins of re-birth of the interest towards geopolitics, 

was Henry Kissinger (Gray & Sloan 1999). Henry Kissinger was an American diplomat, and the 

56
th

 US Secretary of State, who plaid a decisive role in US foreign policy and held a very 

proactive position in defending the geopolitical interests of the United States. With extensive 

research in the field of geopolitics, among which was a doctoral dissertation of the analysis of 

European geopolitical history in the 19
th

 century, Kissinger had extensive theoretical knowledge 

in the field of geopolitics (Dodds 2014). Despite the fact that he was the first, who revived the 

term ‘geopolitics’ after World War II, he used the term, in informal speeches. Nevertheless, 

other politicians, researchers and journalists quickly spread the popularity of the geopolitical 

vision. 

The United States National Security Advisor Zbigniew Brzezinski also contributed to the 

formation of geopolitics while being engaged in US foreign policy. Unfortunately, some of his 

geopolitical decisions during the Cold War left terrible consequences. Thus, during the Soviet-

Afghan War, Brzezinski suggested to finance rebels in Afghanistan, so that they could resist the 

Soviet army (Gray 2013). The long-term result of such a decision was the appearance of the 

terrorist group al-Qaeda, which at the very beginning used weapons, received from the US. In 

2001 such a geopolitical mistake echoed in the United States itself. 

What is the structure of geopolitical study today? Modern geopolitics is often divided into three 

parts: formal geopolitical knowledge, practical geopolitical knowledge and popular geopolitical 

knowledge (Dodds 2014). Formal geopolitics is mostly represented in scientific research and 

analyses and is based on a classical view of geopolitics and its historical background. Practical 

geopolitics is used in analyses of states’ foreign policies and while representing global national 

interests. Popular geopolitics is mostly used by journalists in newspapers, magazines and other 

sources of mass media. Its aim is to present the geopolitical vision of currents events for a 

broader audience. Surely, all three parts of current geopolitical study are connected to each other 

and pursue one main goal of establishing a geopolitical framework in people’s minds (Dodds 

2014). 
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3.2. GEOPOLITICS AND BUSINESS 

 

An overwhelming majority of all international companies face, to some extent, geopolitical 

issues running their business. Together with other variables geopolitical elements influence 

companies’ leaders’ decisions concerning the future of their business, e.g. geopolitics is an 

important issue, when companies decide the ‘modus operandi’ for their foreign investment (As-

Saber, Liesch & Dowling 2001). However, very few studies are done, that would emphasize the 

influence of the geopolitical environment on running international business. John Dunning, 

British economist and great scientist in the field of international business claimed: “…for the 

most part, scholars – including some of the most recent contributors to the debate – have given 

little attention to the ways in which the geography of value-added activity and markets may 

affect optimal governance of resource allocation” (Dunning 1997, p. 55). That is why it is 

important to highlight the impact of geopolitics on the encouraging for, and structure of 

international business operations (As-Saber, Liesch & Dowling 2001). 

Constructing a framework to understand the geopolitical view of international business, we will 

focus on different dimensions of geopolitics: time, territory and demography. Time dimension 

focus on the historical basement and highlights the influence of the colonial background, Cold 

War, post-Cold War, and other significant historical periods. Territory or place dimension 

highlights the geographical location of the region, presence of natural resources, proximity with 

other countries of the region. The demographic dimension, apart from the size of the population, 

includes the human development index, ethnic and religious diversity, and so on. 

This subchapter will be based on the theoretical part of the previous subchapter, where the 

evolution of geopolitics was reviewed. Here we will view geopolitics from a slightly different 

angle, where demographic, economic, historical, and physical geography helps or creates 

difficulties for the political domain, which, in turn, affects international businesses’ decisions in 

a region or a country. A similar view on geopolitics was offered by the American political 

geographer Ladis Kristof (1994). 

 

3.2.1. THE ROLE OF TIME DIMENSION 

 

A constantly changing geopolitical environment inevitably leads to changing tendencies in 

international business. Geopolitical changes in a certain period of time will inevitably entail 

consequences to international businesses both within and beyond that time frame (As-Saber, 

Liesch & Dowling 2001). For this reason, an important responsibility of business is to scan these 

changes in order to have a proper, well thought-out timely response. Despite the importance of 
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the time dimension in the field of international business, this area has not been thoroughly 

studied. John Dunning tried to give a panorama of the development of economic organizations 

since 1770 (Dunning 1997). However in his work he focused on the evolution of organizational 

designs, without stressing the effect of the changing geopolitical situation on international 

businesses (Dunning 1997). In this chapter I will symbolically divide the geopolitical time frame 

into three parts: the period of colonization until World War II, the period of the Cold War, and 

the post-Cold War period. 

 

COLONIAL PERIOD 

 

Since the end of the 16
th

 century and until World War I the foreign policy of the most powerful 

European countries was mainly composed of their foreign relationships with their colonies. 

Though the appearance of the USSR and the British Commonwealth of Nations marked the 

beginning of the decolonization process and international relations became more extensive. Still 

colonial legacies were a central part of foreign relationships until the end of World War II. 

Within the Colonial Period, international businesses operated mostly among the colonial powers 

and their colonies. The primary determinant of cross-border business was the control of various 

natural resources. Thus, international investments circulated within colonial countries. The 

benefits from these investments went primarily back – to the colonial powers themselves. 

At the time of the Colonial Period, so called East India companies, formed by the French, 

Danish, Dutch and English companies were the main trade force in the region of the Indian 

subcontinent, the Malay Archipelago and the Indo-Chinese peninsula (As-Saber, Liesch & 

Dowling 2001). These companies tried to surpass each other, trying to establish not only 

economic, but also political control over the region. 

One of the major turning points and achievements of geopolitics and foreign affairs is the 

development of the Commonwealth of Nations (formerly known as the British Commonwealth), 

the organization that redefined the world economic order. It was an important progress in 

building an international cooperative block. Surely, there was a huge political interest; 

nevertheless the cooperation gave an impulse for many economic agreements among 

independent countries. The Commonwealth of Nations at some points was a huge project to 

support British investments that were made throughout many decades in member countries, and 

thus supported future trade and investments. 
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COLD WAR YEARS 

 

World War II left most countries in ruins. Due to the geographical distance of the USA from the 

outbreak of the War, its economic situation was in a leading position compared with other ruined 

economies. Using it, the US declared its global economic and political interests (Dougherty & 

Pfaltzgraff 1990). 

The USSR became the main US rival and a new geopolitical world order began to take shape. 

The world divided into two camps: western allies led by the United States and communist 

countries led by the Soviets. The main goal of western countries was to constrain the other side 

both economically and militarily. Meanwhile the USSR had the same purpose and used its own 

tools to achieve it. As a result both blocks spent enormous sums on wasteful arms race, holding 

everyone in tension and balancing on the edge of war. This period is known as the ‘Cold War’. 

For more than half a century the ideological confrontation between communism and Western 

democracies influenced and shaped international business. The USSR signed trade agreements 

with the countries of Eastern Europe; at the same time the US sent huge amount of its goods and 

dollars (as trade investments and loans), providing its own international prosperity and imposing 

American influence all over the globe (Graebner 1977). Surely all that financial help towards 

their respective allies was not altruistic at all. These investments provided the Soviet Union and 

the US with the basement for further inter-state business cooperation. 

International business, despite the difficulties associated with a bipolar world order, quickly 

adapted to the new conditions. On the one side western countries contributed to the development 

of free trade and investment ties among international businesses; on the other side, the Soviet 

system implied more state-dependent international business development. Surely, both systems 

had their own advantages and disadvantages, but nevertheless, on the average, international 

business showed unprecedented growth in business activity. Thus, the volume of international 

trade by the time of the collapse of the Soviet Union exceeded 4 trillion USD (in terms of current 

exchange rate) (Ball & McCulloch 1993). 

Particularly significant in that period was the increase in the number of private investments and 

the development of multinational corporations. The annual volume of sales of such companies 

sometimes exceeded the GDP of many countries, making them powerful albeit imperceptible 

participants in foreign policy making (Dougherty & Pfaltzgraff 1990). Very often such 

multinational companies helped developing countries rise economically, investing in them, 

providing jobs, sharing their scientific developments and so on. Of course, it shouldn’t be 

forgotten that it was not altruism that drove such investment as companies received a cheap labor 

force and thus reduced production costs. 
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It should also be noted that despite the fact that the Cold War divided the world into two parts, 

there were still a number of countries that adhered to a neutral position in the geopolitical dispute 

and developed trade relations with both sides of the conflict. 

 

DEVELOPMENT OF INTERNATIONAL BUSINESS IN THE POST-COLD WAR 

GEOPOLITICAL ENVIRONMENT 

 

The collapse of the Soviet Union finished the period of Cold War and the bipolar world order. 

Suddenly, earlier existing geopolitical barriers collapsed, opening new desired, unexplored 

markets for international companies. Countries that had opened their markets to foreign 

companies, from their part, tried to encourage the inflow of foreign investments, liberalizing 

their markets. Gradually, the ideological context of business was gone by the wayside and 

business pragmatism began to prevail. Thus, geographic proximity and commercial interests, 

aimed at the prosperity of the national economy or the economy of the region. Nevertheless, the 

consequences of the Cold War echoe in modern business relationships and very often still act as 

a barrier for developing international business. 

In the post-Cold War period international businesses became more dependent on each other. 

Thus, a crisis in one economically developed country can easily cause a domino effect on the 

economies of other countries worldwide. Taking this into account, we can say that the world has 

become globalized. That is also one of the reasons why leaders at various levels need to monitor 

the geopolitical environment in regions that may only be remotely related to their commercial 

activities. 

 

3.2.2. THE ROLE OF PLACE DIMENSION 

 

Saul B. Cohen argues that strategic advantages of a country play a significant role in its 

geopolitical interaction with other countries (Cohen 1963). These strategic advantages of a 

country include its size, mineral resources, neighboring countries, access to a sea or ocean, 

control of shipping lanes especially its narrow parts, and so on. For example, Russia and China 

are strategic partners to each other – one of Russia’s strategic advantages is its wealth in mineral 

resources, while for Russia – China is a strategically important partner from the financial and 

investment point of view. 

A close strategic partnership was also an integral part of Russian-Ukrainian relations. Russia was 

a strategic partner for Ukraine because of geographical proximity and, what is also important – 

lack of a language barrier. Thus, Russia was not only a supplier of raw materials with a big 
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discount, but also the main market for Ukrainian goods and raw materials as well (titanium, 

coal). Russian companies had also many factories and branches on Ukrainian territory as well as 

vice-versa – Russia played a significant role in the Ukrainian foreign direct investments. The 

economic crisis, which was primarily a consequence of the change of political power in the 

country, hit not only the economy of Ukraine, but also the economy of its strategic partner – 

Russia. 

As James E. Dougherty and Robert L. Pfaltzgraff noted, a country’s competitive advantage lies 

in its dealing with other countries, which gives impulse for international business development 

(Dougherty & Pfaltzgraff 1990). In this chapter I will cover four aspects connected with 

geographic dimension of a country: mineral resources, geographic location, proximity toward 

other countries, and regional and economic communities. In each part I will analyse how these 

issues affect the development of international business in the country. 

 

MINERAL RESOURCES 

 

Since the beginning of the Age of Discovery, mineral resources attracted explorers and 

conquerors from all over the world. During different periods, different resources attracted 

nations – at the begging it was mainly gold and silver, then coal, iron ore, then oil and gas and so 

on. In different periods different resources played different role, but, nevertheless, mineral 

resources in general have always played a primary or at least a significant geopolitical role. John 

H. Dunning concludes in one of his articles that the presence of mineral resources in the country 

is its competitive advantage among other countries, which attracts investments (Dunning 1998). 

Of course in this case it is essential that the government would wisely control the investment 

flow so that country’s natural resources wouldn’t be irresponsibly extracted. 

 

GEOGRAPHIC LOCATION 

 

Geographic location is another important component that forms the geopolitical environment of 

the country and thus encourages international business development (As-Saber, Liesch & 

Dowling 2001). A vivid example of the above is Panama. Due to its controlling position over 

one of the main sea routs, the country plays an important role in the sea shipping industry and 

thus attracts investors in this area. 

The geographic location of Singapore holds similar strategic importance. Although Singapore is 

a city-state and doesn’t have a large territory with natural resources, it is situated on the cross of 

sea routes with an endless flow of cargo daily. Singapore took advantage of its location and 
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focused on creating competitive advantages for attracting foreign investments. As a result, 

almost all multinational companies operating in this region have their branches in Singapore. 

 

PROXIMITY TOWARDS OTHER COUNTRIES 

 

Over time, history has shown us that proximity with other countries plays a vital role for 

international business strategies of these countries. And it is not just lower transaction costs that 

matter. The psychological component also plays an important role in business strategy 

development in neighboring countries (As-Saber, Liesch & Dowling 2001). Therefore, 

geographical proximity is often interpreted as familiarity and clarity of the process of operating 

or investing in a business in a neighboring country. Besides, operating a business in a 

neighboring country is often more comfortable due to the fact that a retreat from a neighboring 

market is usually characterized by lower transaction costs (As-Saber, Liesch & Dowling 2001). 

There are many different examples where companies of neighboring countries are closely 

intertwined in domestic markets of each other’s country. Scandinavian countries can be one of 

these examples. Cultural resembling, sometimes languages proximity, and of course 

geographical proximity make these countries strategically important trade partners to each other. 

The same scheme may be applied towards neighboring Latin American countries; towards 

economically important to each other Canada, USA, and Mexica; towards Russia, Belorussia and 

Kazakhstan; Australia and New Zealand, and so on. 

Jorma Antero Larimo, famous researcher of foreign investments, claims that geography can be 

not only a blessing, but also a curse, causing problems for businesses that want to work outside 

their region (Larimo 1993). Like in the case of neighboring countries, geographically distant 

countries usually feel less protected and more vulnerable toward possible difficulties that may 

occur due to differences between the domestic and a new market. Partly for this reason, when a 

company enters a new market with direct investments, it tends to employ managers with 

knowledge about the local market and business environment. 

 

REGIONAL AND ECONOMIC ASSOCIATIONS 

 

With the collapse of the Soviet Union, the division of countries into two blocks is no longer 

relevant. Despite the attempts of globalization to unite all economies in a more or less 

homogeneous union, regionalism is becoming more and more popular. Regional union, 

depending on the level of integration within the union, simplifies to some extent the bureaucratic 

component of operating a business in a region, thus giving preferences for investments within the 



Vitaliy Reznookov, The Art of Leading with Geopolitics Page 27 

regional union. In general, regional and economic associations help to keep investments 

circulating within the union, helping each other’s economies to develop. Regional and economic 

associations, furthermore, give a competitive advantage over companies from countries outside 

the union (As-Saber, Liesch & Dowling 2001). 

Among the most notable economic associations are: North American Free Trade Agreement 

(NAFTA); MERCOSUR, interstate association in Latin America; European Union (EU), which 

unites 28 countries; Eurasian Economic Community (EAEC); and so on. 

 

3.2.3. THE ROLE OF DEMOGRAPHIC DIMENSION 

 

The population of a country forms that country’s geopolitical environment in the same way as its 

geographical location and historical background. According to Thomas J. Baerwald, the specifics 

of a population – its education level, productivity, standard of living and so on – play a vital role 

in global business issues – attraction of investments toward the country, developing its own 

international companies and their position in global market (Baerwald 1996). 

 

POPULATION 

 

One of the main demographic indicators that has had a huge impact on international business 

activity in the country is its population size (As-Saber, Liesch & Dowling 2001). In countries 

with small populations, businesses are very limited in their development. On the other hand 

countries with large populations have more opportunities for businesses development and 

extension. In this respect, these countries have more favorable conditions for long-term 

investment. Of course countries with smaller populations also have all opportunities for long-

term investments, but investments in these countries are more limited. 

 

CHARACTERISTIC OF LABOR FORCE AND LIVING STANDARDS 

 

One of the main characteristics that has long attracted international businesses and foreign 

investments is the cost of labor. Often, labor cost depends on the quantity of the population – the 

larger population, the bigger the competitive environment that exists in the country, and as a 

result, there is a – reduction in labor costs (As-Saber, Liesch & Dowling 2001). It is not only low 

labor costs that attract international companies. Productivity – is another indicator that is vital for 

business development. Kamal Fatehi, professor at Louisiana State University, noted that there is 

a regularity: in countries with higher level of productivity labor costs are higher correspondingly, 
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as well as vice versa – countries with lower productivity levels tend to have lower labor costs 

(Fatehi 1996). The UN measures annually a so called human development index – an indicator 

that gives an independent understanding of the level of living standards in all countries, and thus 

gives the overall picture of what to expect when starting a business in a particular country. 

Religious and ethnic diversity of the population is another issue that international business may 

face. In these terms, companies should be very accurate and far-sighted to foresee any possible 

ethnic conflict and decrease possible losses. 
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4. THE INFLUENCE OF GEOPOLITICS ON BUSINESS 

 

This chapter focuses primarily on case studies and real examples where international company or 

companies used geopolitics in their decision-making and thus succeeded. I will also show the 

reverse situation, where ignoring geopolitical issues caused troubles for companies. 

For case studies in geopolitics I used such internet resources as www.bbc.co.uk/news/politics, 

www.bloomberg.com/politics and others. Nevertheless, while using different resources, 

including mentioned above sites, it is significant to avoid bias. For this reason, it is good to use 

several resources that cover the same topic, problem and case. 

Some companies pay more attention to geopolitical risks than others. Oil and gas companies 

often operate in high risk regions, so geopolitical review is a part of their strategic plan. 

Heathrow Airport Holding Limited (former British Airport Authority) also says that they take 

geopolitical risks into account. They explain it with the fact that unexpected long-term 

geopolitical changes may lead to changes in air travel tendency that, in turn, could lead to 

difficulties with operational capacity. For that reason the company develops several scenarios to 

react efficiently to any external risks. 

Companies which operate in industries that seem less dependent on geopolitical changes are still 

often influenced by such changes. One of the examples is French company Danone that 

specializes in food production. It monitors the geopolitical environment as a source of risks that 

can influence price changes of raw materials and packaging. In the case that the company will 

not be ready to react to such changes, it may affect the corporation’s financial results, because it 

is not always possible to lay cost rises on customers. Considering that the company is located in 

different regions of the world, including the Middle East, Africa and Asian countries – such 

monitoring of the geopolitical environment in these regions is not only reasonable, but vitally 

important. 

Nevertheless, many companies in some sectors still believe that only high-risk industries suffer 

from changing geopolitical factors; or they believe that if their business doesn’t operate in 

unstable regions of the world, there is very little impact on them. John Abbott, specialists in risk 

management at Ernst & Young, concludes in some of his works that even small companies are 

influenced by the geopolitical environment – either it is the rising price of oil and other products, 

or lower average incomes in some countries and as a result – lower consumer spending. 

One such problem that can occur in most of companies concerns the supply-chain. This is why 

many companies are dependent on the geopolitical situations in such countries as China, India, 

Brazil, countries controlling major maritime routs and especially its narrow parts (e.g. Suez 

Canal, Strait of Malacca, Bab-el-Mandeb Strait, Panama Canal, the coast of Somalia and so on). 

http://www.bbc.co.uk/news/politics
http://www.bloomberg.com/politics
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For this reason any movements in the geopolitical situation in these regions should be taken into 

account and reflected in strategic analysis. Leaders of these companies should answer many 

questions, such as – if a changed political course in a country is stable and favorable to further 

business development; how probable natural disasters in Japan can influence the supplier in that 

country; and so on. The head of KPMG UK’s internal audit practice, Paul Sawdon, claims that 

geopolitical risks can be compared with any other risks, facing by a company (‘Audit & Risks: 

Insights from the Chartered Institute of Internal Auditors’ 2011). That is why all geopolitical 

risks should be thoroughly thought out to ensure the board that the back-up plan of action is 

ready. Otherwise it is possible to lose a company’s value. 

For the reason mentioned earlier – that though a company may be little dependent on geopolitical 

risks, its’ supply chain, may be the opposite – highly dependent on geopolitical risks. That is 

why supply chains are a part of the business that need regular checks. According to the managing 

director at PRGX Business Analytics, Sajid Chani, the main suppliers, on which important 

business processes are dependent, should be checked regularly to be sure in their sustainability 

(‘Audit & Risks: Insights from the Chartered Institute of Internal Auditors’ 2011). The acquired 

information together with information concerning geopolitical and economic risks can give the 

priceless multilateral view of the regions connecting with a supply chain. Sajid Chani claims that 

companies with high geopolitical risks always monitor their risks concerning their supply chains 

and always keep in mind fallback in any case. In such companies there is even a special supplier 

relationship program which analyzes all possible risks. 

Though considering geopolitical risks while running a business is mostly a company’s CEO and 

main leaders’ role, it is important that they make a proper atmosphere in the company, one that 

would tend to analyse the geopolitical risk on all levels. 

 

4.1. EU ANTITRUST CASE AGAINST GAZPROM: POSSIBLE CAUSES, 

FINANCIAL AND STRATEGIC CONSEQUENCES 

 

In this paragraph I will analyse a case where leaders of one of the biggest oil and gas companies, 

Gazprom, were faced with a specific problem when political and economic risks connected 

together, threatening the company’s commercial strategy of running its business abroad. This 

example perfectly illustrates how the changing geopolitical environment may become either a 

blessing or a curse. 

One week after sending a Statement of Objections to Google regarding antitrust proceeding, the 

EU Competition Commission sent a Statement of Objection to Gazprom – one of the main 

suppliers of gas to the EU. The company also covers a certain, less significant share of the oil 
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market of the EU. The investigations lasted for three years, and only on the 22
nd

 of April it came 

to its’ active part. Surely, there is room for doubt why such investigation took so much time. It 

would be also wrong to ignore the fact that the date of sending the charge sheet coincided with 

the arrival of the president of Argentina Cristina de Kirchner in Moscow and signing a 

compatible agreement on prospecting oil and gas fields in Argentina (‘Argentina’s YPF Weighs 

Gas Purchase from Russia’s Gazprom’ 2015). Furthermore, Moscow and Buenos Aires during 

this meeting agreed on technical-military cooperation – it is important to mention here, that 

Argentina claims the Falkland Islands, while they are also claimed by the United Kindom (‘CFK 

heads to Russia on trade mission’ 2015). The Falkland Islands are not just a piece of land, but 

contain huge reserves of oil and gas, and thus Russian acceptance of the Argentinian position in 

this matter irritates Britain – one of the main geopolitical players in the EU. Of course, one can 

argue whether there any geopolitical context under the antitrust case against Gazprom, but the 

fact remains and leaders of the company need to deal with the problem and keep the profit – as 

all businesses aim to do. 

What are the main points of this antitrust case? It argues that in some European countries, 

namely in Latvia, Lithuania, Estonia, Bulgaria and Poland Gazprom charge higher prices than in 

countries that have difficulties with choosing another gas supplier (Tagliapietra & Zachmann 

2015). Bruegel, a European Think Tank, gives a graphic illustration of the price distribution 

among European gas consumers: 

 

Source: Tagliapietra, S & Zachmann, G 2015, ‘The Gazprom case: good timing or bad timing?’, 

Bruegel, viewed 3 May 2015. 
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Also, the above mentioned European countries do not agree with Gazprom’s monopoly on 

pipelines, especially those parts of pipelines, that are parts of South Stream project and theYamal 

pipeline. 

Thus, Gazprom needs to give a response to this Statement of Objections within 12 weeks. If the 

EU Competition Commission will succeed in this process, Gazprom will be charged 10 percent 

of its’ annual turnover (Sharples 2015). 

The situation, described above can be perceived by the company’s leaders in two ways. First – it 

can be treated as a case that has geopolitical context underneath and as a desire to cause losses to 

the company, taxes from which a significant part in country’s budget is formed. But such an 

approach can drive the company to a dead end and complicate the search for constructive 

solutions because then it will treat itself as a hostage of circumstances. 

The second way, which the company can choose in these circumstances, is to find opportunities 

to draw the circumstances for their own benefit. And, taking into account general pricing 

evolution and demand expectancy – it is a good time for global energy giant to review its policy 

in the EU. 

Examining consumption indexes of gas in EU – one can easily observe their continuous 

downward trend: 

 

 

 

Source: Tagliapietra, S & Zachmann, G 2015, ‘The Gazprom case: good timing or bad timing?’, 

Bruegel, viewed 3 May 2015. 
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Such decline of 10 percent between 2013 and 2014 is dependent on different factors, among 

which one of the most important is a massive switch towards renewable sources of energy. 

Another factor that may bother Gazprom is the ever-increasing role of American liquefied 

natural gas in EU energy market. For this reason, not encouraging statistics may also lay on 

Gazprom’s pricing policies that in some cases could be more flexible and long-sighted. And that 

is why Gazprom may use circumstances against itself as a well-timed excuse to change its 

business model in the European market and thus become more competitive and save or even 

increase its share of the energy market in EU. 

 

Conclusion 

 

As a conclusion to this case I would like to assume that occurred antitrust case as well as the 

prevailing geopolitical situation in EU-Russia relationship can be used in a wise way by the 

management of the company. Gazprom can review its policy in this region and, taking into 

account the steps made by its competitors, such as Statoil, Shell, BP, strengthen its role in the 

market. By doing this, the company will make its business more stable to geopolitical changes 

and improve the company’s perception in the region in long-term. 

 

4.2. CHANGING COMMERCIAL STRATEGY UNDER THE PRESSURE 

OF ECONOMIC SANCTIONS 

 

Historically, interstate sanctions play a certain role in international relations. Writing about 

sanctions, it is worth mentioning that there are sanctions that are introduced by the Security 

Council of the United Nations and such sanctions are usually accepted by all UN member states. 

There are also sanctions that are imposed by individual states or a group of states. 

Among other instruments of international policy, sanctions are between diplomacy and military 

actions (Leersnyder 2002). It should also be noted, that sanctions remain a mutual instrument of 

foreign policy (Kliniva & Sidorova 2014). Sanctions, imposed even for a limited period of time 

may cause long-term effects, even if an economy doesn’t feel these effects fully and 

immediately, but after a certain time. Many of the negative effects (GDP decline, increasing 

unemployment and decreasing opportunities for the development of the business sector) appear 

with a time lag. Surely, businesses on both sides suffer more than others from such sanction 

policy. 

Moreover, lifting sanctions is a more complicated and longer process, than their imposition. For 

example, adopted during the Cold War Jack-Vanik amendment to the Trade Act of the United 
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States (1974) was canceled toward Russia only in 2012. Among the measures stipulated by the 

amendment was a ban on the provision of state loans and credit guarantees. 

Historically, the United States is a country, which more than other stated uses sanctions. Even, 

before the September 11 attack, only within 1997-2000, sanctions imposed by the US influenced 

61 countries and 42% of the world’s population (Leersnyder 2002). Of course, considering this, 

companies, operating internationally should take into account sanctions’ threat and plan their 

strategic development either bypass them, or, using a back-up business plan. Surely, sanctions 

are destructive to both parts of the conflict, but unfortunately even a country that imposes 

sanctions, almost never counts its cost for the economy of the country, though statistically they 

are usually 1% of GNP (Hufbauer, Schott & Elliott 1990). However, if an annual increase in 

GDP is around 1%, like in many developed countries, sanctions can lead to negative dynamics of 

economic growth. 

Sanctions, contrary to the usual interpretations of them, include various methods of economic 

and political blockade. Among these methods are: embargo, limitations of trade turnover, foreign 

asset blocking, denial of issuing visas to different categories of citizens, request for pre-term loan 

repayment, and so on – sometimes the initiators of sanctions are very unpredictable in their 

decisions. 

 

Conclusion 

 

The downside of all sanctions, imposed without the approval of the Security Council of the UN, 

is that third countries, that are not involved in the conflict get the opportunity to become new 

partners for a country under sanctions, and thus strike economic interests of a country, that 

initiated sanctions. 

Conflict among different states, and oncoming sanctions as a result of such conflicts are most of 

the time counterproductive for businesses in these countries. Nevertheless, international 

businesses should be ready to revise their strategic development with minimal economic losses. 

On the other perspective, businesses in countries which are not affected by sanctions, should be 

able to respond quickly and clearly on emerging opportunities in sanctioned countries. 
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5. THE INFLUENCE OF BUSINESS ON GEOPOLITICS 

 

Over the last few decades, business has become a more and more important, and sometimes 

primary, contributor to geopolitics (Leersnyder 2002). As I have mentioned earlier in previous 

chapters, business, and international business in particular, cannot be separated from politics. 

The result of collaboration between leading international businesses and political leaders is a 

changing geopolitical environment. Thus, neither political leaders, nor business leaders are 

expected to form geopolitics alone (Leersnyder 2002).  

 

5.1. HOW CHINESE COMPANIES CHANGE GEOPOLITICAL 

ENVIRONMENT IN AFRICA 

 

During the last 15 years the classic view of many African countries has changed due to the 

growing trade relation with Chinese companies, which became the major investors in the region. 

Unlike many European countries, which guided by the guilt of the long colonial past of the 

continent focused mainly on humanitarian operations and debt restructuring, Chinese companies 

focused immediately on trade and investments. This has led to the fact that Africa quickly 

became dependent not on humanitarian aid anymore, but on private investments. 

Back in 2009, Chinese companies overtook the American ones and became the largest trading 

partners in Africa. In 2013 the volume of African-Chinese trade turnover exceeded 210 billion 

USD, and Chinese companies left the Americans far behind, increasing the gap more than twice. 

Intensive investment in African risky market, especially in countries to the South of the Sahara, 

and receiving dividends caused investment flows from companies from other countries. Indian 

companies are one of the examples – their trade turnover will reach 100 billion dollars this year, 

and will probably also exceed the volume of American companies’ investments (Irisova 2015). 

Chinese companies’ interest in Africa is absolutely clear. The region has vast reserves of natural 

resources, about 60 percent of uncultivated agricultural land, a huge domestic market with rising 

purchasing capacity, and potential, sweated labour. 

Over the last 30 years, according to US Energy Information Administration (EIA), the proven oil 

reserves in Africa increased by 120 percent, from 57 billion barrels in 1980 to 124 billion barrels 

in 2012. Furthermore, according to KPMG there are 100 billion barrels more in the coastal zone. 

Proven reserves of natural gas also increased significantly: from 210 trillion cubic feet in 1980 to 

509 trillion cubic feet in 2012, which means that the increase was over 140 percent (Vinit 2013). 

Due to the intensive exploration of natural resources, these figures are constantly increasing. 
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Only in Mozambique not so long ago 127 trillion cubic feet of gas were discovered, and 

unproved reserves exceed 152 trillion cubic feet. 

Meanwhile, despite repeated statements of Chinese authorities about the reducing quantity of 

natural resources in import from Africa, mineral resources remain a major component of trade 

for many Chinese companies. In total, in 2013, import of crude oil from Africa covered  23 

percent of China’s demand. At the same time, 64 percent of Chinese company’s import from 

Africa is namely crude oil; 6 percent - iron ore (mainly from South Africa), and 8,3 percent - 

copper (mostly from Zambia) (Irisova 2015).  

Despite the increase in turnover of Chinese companies in Africa, there appears to be an 

increasing discontent among the population of countries, where Chinese companies work, and 

among the international community. For example, Chinese corporations did not comply with 

environmental regulations, were involved in corrupt schemes, violated the rights of workers, 

gave preference to Chinese workers, rather than locals. Most Chinese companies have been 

criticized for a colonial policy in Africa. As a few examples are: last year local activists in 

Senegal did not allow a Chinese company to buy an office building at the center of the capital; in 

Tanzania trade unions opposed the government’s decision to allow Chinese companies to start 

their business in the country. 

While complaints against Chinese companies’ actions came from the US and European 

Countries, it seemed that Chinese business did not bother too much. However, when the level of 

discontent inside African countries themselves began to rise, leaders of Chinese companies 

began to realise that their actions can build geopolitical environment on the continent, that would 

play against them, and thus they would lose not only further opportunities for investments, but 

those funds that were already invested. Therefore in 2014 Chinese companies revised their 

policy in the region to change the image of Chinese business there. Thus a set of projects was 

developed, which contained concrete medical, agricultural, and infrastructure-development 

projects. At the official level, it was stated that the role of natural resources in China-Africa trade 

relations will be reduced, and Chinese companies will focus more on cooperation in such spheres 

as infrastructure development, transport networks, medicine and manufacturing industry. 

Nowadays, Chinese companies have already implemented hundreds projects of this kind. They 

built 30 hospitals, 30 malaria centers and 150 schools. Chinese investments has played a 

significant role in international aid to combat the Ebola. Of course there was also a pragmatic 

context – the virus threatened the future of energy supply, so Chinese business was more than 

anyone else interested in defeating it. 

In fact, Chinese companies are showing a more flexible policy towards its partners, and 

sometimes they even sacrifice their principles. Recently, Chinese companies started to invest in 
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Burkina Faso, despite the fact that this country recognizes the sovereignty of Taiwan. The 

investment program also included Benin, Mali and Chad – the major cotton producers on the 

African continent, and included cotton seeds transfer to these countries, as well as agricultural 

machinery and fertilizers. It also included training courses for operating personnel. According to 

many experts, cotton is the best and the most important part of agricultural export from Africa to 

China. 

 

Conclusion 

 

In forming the geopolitical environment in African countries, Chinese companies show that 

economic interest is above all others. If one wants the investments to work and create profit, one 

needs to protect the “conquered” territories. And if it is necessary to create an image of a “good 

guy”, who is beneficial to deal with in all levels of African society, Chinese business will create 

such an image. Probably, in the near future Chinese companies will introduce quotas to increase 

the participation of African labor in their business. And, very likely, that soon newly built 

(funded with Chinese yuan) schools will choose Chinese as a foreign language to learn. The time 

of rough expansion has irrevocably passed, or, at least, this approach is doomed to fail. 

 

5.2. THE IMPACT OF CORPORATE LOBBYING 

 

International businesses are constantly faced with a changing geopolitical situation all around. 

Often these changes are trying to limit its operations or affect in any other way. The response of 

the company may include two ways of behavior: anticipation or negotiation (Leersnyder 2002). 

Anticipation involves monitoring of the geopolitical situation around and acting in accordance to 

the current situation. Negotiation involves optimization of a company’s interests through active 

communication. One type of such communication is lobbying. Lobbying has a concrete purpose 

– the promotion of private interests in policymaking of the authorities (Gilmetdinova 2014). 

Lobbying has become one of the distinctive features of the political system in many countries, 

though originally lobbying was introduced in Europe and the United States. While lobbying is 

one of the reasons why adopting laws reflect the interests of the most selfish and profit-oriented 

social forces, it is also an instrument of social control over the activity of state institutions, 

communication tool between society and legislators. 

Lobby is known since the end of the 18
th

 century, when in the US there were people who 

practiced buying votes of congressmen in the corridors of the US Congress. Thus, at the 

beginning lobbyists were those, who came to the public offices, but they were not allowed to be 
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present in the meeting rooms (Lyubimov 2005). In the 20
th

 century, especially in the second part 

of it, lobbying became widespread. In 1987 23 thousand lobbyists were registered in the US 

Congress. Huge amount of money was involved for conducting lobbying activity. Thus, in 2006 

2,5 billion USD were spent on lobbying (Kashin, Tsukanov & Rozhkova 2007). As an example, 

American pharmaceutical manufacturer Pfizer Inc. spent 2,8 million USD in the first quarter of 

2008 on lobbying in the US government (Vlasova 2008). 

At present, the term lobbying refers to using pressure towards legislature by personal or written 

request from some groups (e.g. business representatives) in order to achieve the acceptance or 

rejection of some particular bills, appointment or refusal to appoint to any state position a 

required person and so on (Maklakova 2001). The position of lobbyist in different countries can 

be held by individuals (e.g. Canada), by individuals and legal entities (e.g. Poland), or only by 

legal entities (e.g. Germany). 

There is a perception that lobbying is a form of corruption merging of the authorities with 

financial and industrial businesses. Sometimes lobbying is referred to a certain specific form of 

promoting corporate interests in the activities of the authorities. However, this is indisputable 

fact, that such possibility of citizens to affect the activities of the authorities is officially provided 

by the laws of many countries. 

During the lawmaking process, commercial and non-profit organizations can also promote 

private interests by their representatives’ participation as experts, members, experts in various 

departments and advisory councils. They can also be entrusted with the examination of bills, thus 

they can promote private and concrete interests (Gilmetdinova 2014). 

In recent years, it has become popular in many countries to conduct meetings of presidents and 

the main government officials with business leaders. Such meetings also give possibility to 

represent private corporate interests. 

 

Conclusion 

 

Having arisen more than 200 years ago, lobbying today plays and important role in building 

relationships between governments and businesses. In this regard it could be shortsighted to 

underestimate its value for corporate strategy development. First, the management of the 

company needs to understand the legal field for lobbying activities in the country where their 

company operates. It is essential for several reasons: first, to plan a company’s own possible 

lobbying activity in order to increase its competitive advantage; and second, to foresee 

competitors’ strategy so as not to lose its own market share. 
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6. CONCLUSION 

 

In this thesis I raised the issue, which, despite its involvement in nearly all areas of business, is 

often left without proper attention from corporate leaders and managers. Though they very often 

do not notice the influence of the geopolitical environment, it still influences their decision-

making and strategy planning. This issue applies not only to big multinational companies, who 

do their business worldwide, or small and medium-sized enterprises that run their business in 

unstable regions of the world; geopolitical issues also affect companies that operate in a 

domestic market, and are not going to enter overseas markets. Thus, many companies, involved 

in freight and passenger transport had to revise their corporate development plans due to doubled 

oil price declines. And these companies constitute a large part of the world business. Those 

companies, that were able to adapt quickly to new economic conditions, which in turn were 

connected to the changing geopolitical environment, could close their account book with an 

additional profit. As mentioned earlier, even if a company does not operate in an unstable region, 

it still often depends on supply chains, which due to the current geopolitical situation, often go 

out of China, India, and some other countries. Moreover, those supply chains usually pass 

through the territories, often controlled by one or two countries, geopolitical environment in 

which in turn effects these supply chains, e.g. strategically important Bab-el-Mandeb strait 

controlled on one side by Yemen; Panama Canal and its building alternate, funded by Chinese 

companies; the threat of piracy for cargo ships in the waters of Nigeria, so that warships from 

over 40 countries are constantly on duty in this area; and here can be many other examples. 

Surely, I noted only issues, when companies are not directly dependent on geopolitical 

environment, though there are hundreds of examples, when companies are directly involved in 

the geopolitical process and can either change their own strategy by the effect of these processes, 

or affect the geopolitical process, hanging it to their advantage. Throughout my thesis, while 

writing ‘companies’ or ‘businesses’ I usually mean representatives of them: main figures, 

leaders, managers. So, a geopolitical component in the way of thinking and strategy development 

is very important. 

Though much research has been done concerning the importance of geopolitics, most of this 

research is dedicated to the influence of geopolitical issues on statecraft. Very few analyse the 

importance of geopolitics for companies, though. Though, on the other hand, there are many 

daily updated cases where geopolitical issues and business meet together and, thus, leaders need 

to be well equipped with such type of knowledge. In many cases leaders fail, blaming external 

and sometimes internal factors, suffering huge losses and sometimes even endangering others’ 
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lives. These reasons pushed me to choose such a topic for the thesis and, based on geopolitics I 

analysed cases where: 

- despite the geopolitical context of court examinations against some companies, leaders of these 

companies can, after thorough analysis use these circumstances to their advantage, changing 

long-term strategy and thus increasing their company’s competitive advantages on the market; 

- ‘sanctions’ is as a destructive, as it is a popular geopolitical pressure mechanism on decision 

making of other countries. Though from an economic point of view it seems that sanctions affect 

businesses only in two countries: a country, that imposes sanctions, and a country against which 

they are imposed, it is not totally correct. Sanctions, unless they are imposed by the Security 

Council of the United Nations, give way for commercial cooperation for businesses of the third 

countries with banned country. In such circumstances business leaders should also have a long-

sighted geopolitical vision to change their business strategy accordingly. 

- companies may change the geopolitical environment in a region where they operate, stably 

developing not only their own business, but also the region itself: its infrastructure, transport 

networks, education system and so on. 

- lobbying is one of the major instruments for how companies can change the geopolitical 

environment to their advantage. In many countries lobbying stays legal and thus, corporate 

leaders should know how to use it to increase their competitive advantage. 

Though many other cases could be studied in order to fully understand how geopolitics 

influences businesses decisions, I believe that this thesis achieved its main goal and showed that 

business leaders all over the world should always take into consideration geopolitical issues 

while developing either long- or short-term strategies. Looking on what is happening in the 

world through a geopolitical framework gives such leaders a competitive advantage among those 

who do not. 

Thus, such leaders are better prepared to lead, despite external difficulties, in a way that others 

would acknowledge as wise and skilled and be more likely to trust. 
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