




Part 1. Course description 

1.1. General information 

Full course title: International Business: Assessment of Social and Political Risks 

Type of course: Elective 

Level of education: Master Degree program 

Year of study: 2nd 

Number of ECTS credits allocated: 2 

Lecturers:  

Daniil A. Parenkov, Lecturer at Political Theory Department 

1.2. Course aims and expected outcomes 

This is an introductory course in political risk analysis. The discipline presents 

the main approaches to political risk conceptualization as well as a basic practical 

toolkit for assessing political risk. Students will gain insight into political risks at the 

global, country, and operational levels. During the study, students will get an idea of 

main political risk factors and indicators. Students will also get a basic understanding 

of political due diligence. In particular, they will consider the risks posed by politically 

exposed persons (PEPs) and will get acquainted with the basics of Public Profile 

Identification and Red Flag analysis.  

The course further develops students understanding of political environment of 

international business and is a logical continuation of a block of disciplines that shapes 

students' understanding of the modern GR and lobbying environment and public policy 

decision-making.  

  



Learning outcomes: 

At the end of the course, a student is expected to: 

Code and name of the 

graduate universal competence 

Code and name of the universal competence 

achievement indicator 

UC-1. Able to carry out critical 

analysis of problem situations 

on the basis of a systematic 

approach, develop a strategy for 

action 

UCI-1.1. Analyzes, verifies, evaluates the 

completeness and sufficiency of information in 

the course of professional activity, if necessary, 

replenishes and synthesizes the missing 

information. 

UCI-1.2. Competently, logically, reasonably 

forms his own judgments and assessment of 

information; distinguishes facts from opinions, 

interpretations, estimates.  

UCI-1.3. Develops a strategy for action based on 

critical analysis and a systematic approach. 

UCI-1.4. Takes an informed decision, defines and 

evaluates the practical consequences of possible 

solutions to the problem. 

UCI-1.5. Able to systematize the results of 

collective intellectual activity. 

UC-5 Able to analyze and take 

into account the diversity of 

cultures in the process of 

intercultural interaction 

UCI-5.1. Demonstrates ability to adapt to working 

conditions as part of multi-ethnic and multi-faith 

groups. 

UCI-5.2. Constructively interacts with people, 

taking into account their sociocultural 

characteristics, in order to successfully complete 

the tasks and strengthen social integration. 



UCI-5.3. Organizes and manages multilateral 

communication. 

PC-2. Able to analyze the 

decision-making process in 

terms of political risk 

assessment  

PCI 2.1 Knows the methods of analyzing the 

decision-making process.  

PCI 2.2 Able to apply various methods to analyze 

political risks. 

PCI 2.3 Possesses analytical skills for political 

forecasting. 

1.3. Course requirements and grading plan 

Students are supposed to attend all seminars and lectures and be fully prepared 

for class discussions. Moreover, students are expected to read suggested materials that 

may assure their ability to make necessary and useful contribution to in-class 

discussions. Furthermore, students should make at least one in-class presentation on a 

country-level political risk assessment and an Analysis Paper (a Red Flag Report or a 

Public Profile Identification). 

Grading plan: 

30% - participation in class discussion;  

20% - in-class test (the exact date of the test is decided by lecturer, students are 

informed about the date in advance); 

20% - in-class individual presentation (presentation should include an 

independent research conducted by a student; presentation take no more than 15 

minutes);  

30% - Analysis Paper  

The lecturer reserves the right to reward exceptional effort in class with extra 

credit. 



2. Course content 

2.1. Forms of work  

Forms of work Academic hours Credits 

Total 84 2 

Total for lectures, seminars 18  

Lectures 6  

Seminars 12  

Homework 

(self-preparation, presentation-
related research) 

66  

Course assessment Work at seminars, 

In-class 
presentations, 

Final oral discussion 

 

  



2.2. Discipline contents 

Units and topics Academic hours 

Lectures Seminars Homework Per 
unit/topic 

1. The concept of political 
risk 

2 4 22 28 

1.1. Political risk: theories and 
approaches 

1 2 10 13 

1.2. Political risk: levels of 
analysis 

1 2 12 15 

2. Political Risk: factors and 
indicators  

2 4 22 28 

2.1. Sources of political risk 1 2 10 13 

2.2. Political risk: variables 
and indicators  

1 2 12 15 

3. Political Due Diligence 2 4 22 28 

3.1. Relational capital 1 2 10 13 

3.2. Politically exposed 
persons 

1 2 12 15 

Total 6 12 66 84 

  



2.3. Course in briefs  

Unit 1. The concept of political risk 

Topic 1. Political risk: theories and approaches 

Risk as the product of likelihood and consequence or probability and impact. 

Difference in language of business and politics. Political risk and the ‘small 

government paradigm’. Political risk as a government intervention. Political impact of 

non-governmental actors. Political risk as any harmful political event. Political risk as 

a lack of state capacity. Actor-driven political risks. Evolution of political risk analysis. 

Object of risk. Critical assets: people, reputation and performance.  

Topic 2. Political risk: levels of analysis 

Levels of political risk analysis. Political risk at macro and micro level. Global-level 

risk analysis. Country-level analysis. Operational-level risk analysis. Political terrain 

and stakeholder mapping. Non-project specific risks and project / actor-specific risks. 

Compulsory readings 

1. McKellar R. A short guide to political risk. – Routledge, 2017. (eBook 

Academic Collection, EBSCOhost) 

Additional readings 

1. Al Khattab A. A. R. et al. The use of political risk assessment techniques in 

Jordanian multinational corporations //Journal of Risk Research. – 2011. – Vol. 

14. – №. 1. – pp. 97-109. 

2. Bekefi T., Epstein M. J. Integrating social and political risk into management 

decision-making //CMA Canada/AICPA Management Accounting Guideline. – 

2006. 

3. Bremmer I. et al. The Fat Tail: The Power of Political Knowledge in an 

Uncertain World (with a New Foreword) //OUP Catalogue. – 2010. 



4. Brink C. H. Measuring political risk: risks to foreign investment. – Routledge, 

2017. 

5. Fägersten B. Political risk and the commercial sector–Aligning theory and 

practice //Risk Management. – 2015. – Vol. 17. – №. 1. – pp. 23-39. 

6. Graetz G., Franks D. M. Conceptualising social risk and business risk associated 

with private sector development projects //Journal of Risk Research. – 2016. – 

Vol. 19. – №. 5. – pp. 581-601. 

7. Haendel D. Foreign investments and the management of political risk. – 

Routledge, 2019. 

8. Hulsman J. C. To Dare More Boldly: The Audacious Story of Political Risk. – 

Princeton University Press, 2018. 

9. Verheyen G., Perera S. M., Lu K. W. (ed.). Investing with confidence: 

understanding political risk management in the 21st century. – The World Bank, 

2009. 

Unit 2. Political Risk: factors and indicators 

Topic 1. Sources of political risk  

The nature of political risk. Geopolitical risks: international terrorism; 

conventional wars; trade wars; global power competition. Risks caused by government 

action: sovereign credit defaults; discriminatory regulations; Currency inconvertibility; 

expropriation; nationalization; legal unknowns. Risks caused by lack of government 

action or capacity: weak governance; political instability; corruption; politically 

motivated crime. Instability risks: domestic unrest; civil strife; insurgency; mass labor 

strikes; urban rioting. Ethical criticisms: environmental issues; corruption; social and 

economic justice; human rights. Competing political philosophies as a political risk. 

Vested interest of local business groups. 

Topic 2. Political risk: variables and indicators 

Political factors of investment risk. Economic factors of political risk. Social 

factors of political risk. Worldwide Governance Indicators (WGI): Voice and 



Accountability; Political Stability and Absence of Violence; Government 

Effectiveness; Regulatory Quality; Rule of Law; Control of Corruption. International 

Country Risk Guide (ICRG) methodology: Government Stability; Socioeconomic 

Conditions; Investment Profile; Internal Conflict; External Conflic; Corruption; 

Military in Politics; Religious Tensions; Law and Order; Ethnic Tensions; Democratic 

Accountability; Bureaucracy Quality. The Political Risk Services Group (PRS) reports. 

The economist intelligence unit (EIU) country and operational risk models. 

Compulsory readings 

1. McKellar R. A short guide to political risk. – Routledge, 2017. (eBook 

Academic Collection, EBSCOhost) 

Additional readings 

1. Brink C. H. Measuring political risk: risks to foreign investment. – Routledge, 

2017. 

2. Fägersten B. Political risk and the commercial sector–Aligning theory and 

practice //Risk Management. – 2015. – Vol. 17. – №. 1. – pp. 23-39. 

3. Hoti S. The International Country Risk Guide, An Empirical Evaluation 

//Department of Economics, University of Western Australia. – 2003. 

4. Howell L. D. International country risk guide methodology //East Syracuse, NY: 

PRS Group. – 2011. 

5. Karasavvoglou A., Ongan S., Polychronidou P. (ed.). EU Crisis and the Role of 

the Periphery. – Springer International Publishing, 2015. 

6. Kaufmann D., Kraay A., Mastruzzi M. The worldwide governance indicators: 

methodology and analytical issues //Hague Journal on the Rule of Law. – 2011. 

– Т. 3. – №. 2. – С. 220-246. 

7. Mawanza W. An Assessment of the Political Risk Management Strategies by 

Multinational Corporations (MNCs) operating in Zimbabwe //International 

Journal of Business and Social Science. – 2015. – Vol. 6. – №. 3. 



8. Rios-Morales R. et al. Innovative methods in assessing political risk for business 

internationalization //Research in International Business and Finance. – 2009. – 

Vol. 23. – №. 2. – pp. 144-156. 

9. Stosberg J. Political risk and the institutional environment for foreign direct 

investment in Latin America. – Peter Lang International Academic Publishers, 

2018. 

Unit 3. Political Due Diligence 

Topic 1. Relational capital 

Relational capital as a company’s or a person’s formal and informal ties to a 

country’s bureaucratic and political elite. Relational capital an asset and a liability. 

Reputational risk of associating itself with repellent political and public figures and 

companies. Preliminary critical information, early issues and alarms. Key reputational 

risk assessment criteria. Key corporate issues. Key personnel issues. Key reputational 

issues. Key sanctions issues. Public profile identification scale for individuals and 

corporate entities.  

Topic 2. Politically exposed persons 

Business relationships with politically exposed persons (PEPs) as a possible 

source of potential corruption and money laundering risks. Definition of politically 

exposed person. The Financial Action Task Force (FATF) guidance on PEPs. The types 

of PEPs: foreign PEPs; domestic PEPs; international organisation PEPs; family 

members and close associates. Identification of beneficial owners. The types of 

prominent public functions. Time limits of PEP status. The use of sources of 

information for the determination of PEPs, their family members and close associates. 

PEPs Red Flags and indicators. Red flags and indicators relating to the industry/sector 

with which the PEP is involved. Country specific Red Flags and indicators. 

  



Compulsory readings 

1. McKellar R. A short guide to political risk. – Routledge, 2017. (eBook 

Academic Collection, EBSCOhost) 

Additional readings 

1. Bing G. Due diligence: planning, questions, issues. – Greenwood Publishing 

Group, 2008. 

2. Brink C. H. Measuring political risk: risks to foreign investment. – Routledge, 

2017. 

3. Canestri D. Politically exposed entities: how to tailor PEP requirements to PEP 

owned legal entities //Journal of Money Laundering Control. – 2019. 

4. Demetriades G. “Is the person who he claims to be?” old fashion due diligence 

may give the correct answer! //Journal of Money Laundering Control. – 2016. – 

Vol. 19. – №. 1. – pp. 79-91. 

5. Gordon J. Risky Business in China. – Palgrave Macmillan, London, 2014.  

6. Greenberg T. S. et al. Politically exposed persons: A guide on preventive 

measures for the banking sector. – The World Bank, 2010. 

7. Miltina Z. et al. Model for Identification of Politically Exposed Persons 

//International Conference on Business Informatics Research. – Springer, Cham, 

2017. – pp. 133-147. 

8. Raymond Choo K. K. Politically exposed persons (PEPs): risks and mitigation 

//Journal of Money Laundering Control. – 2008. – Vol. 11. – №. 4. – pp. 371-

387. 

9. Rossi I. et al. Using asset disclosure for identifying politically exposed persons. 

– The World Bank, 2012. 

  



3. Methodical provisions 

3.1. Presentation topics. 

Students choose topics for presentation by their own and with advice and consent 

of lecturer. Possible topics should cover political risks on a country level and should 

include Worldwide Governance Indicators and International Country Risk Guide 

indicators. 

3.2. Questions for final oral discussion. 

1. Political risk and the ‘small government paradigm’ 

2. Political risk as a government intervention.  

3. Political impact of non-governmental actors.  

4. Political risk as a lack of state capacity.  

5. Actor-driven political risks.  

6. Evolution of political risk analysis.  

7. Object of political risk.  

8. Levels of political risk analysis.  

9. Global-level risk analysis.  

10. Country-level analysis.  

11. Operational-level risk analysis.  

12. Political terrain analysis. 

13. Stakeholder mapping in political risk assessment.  

14. Non-project specific risks  

15. Actor-specific risks. 

16. Geopolitical risks. 

17. Risks caused by government action. 

18. Risks caused by lack of government action or capacity.  

19. Instability risks. 

20.  Ethical criticisms as a political risk.  

21. Political factors of investment risk.  



22. Economic factors of political risk.  

23. Social factors of political risk.  

24. Worldwide Governance Indicators.  

25. International Country Risk Guide methodology.  

26. Political risk and relational capital. 

27. Key reputational risk assessment criteria.  

28. Politically exposed persons as a possible source of political risks.  

29. The Financial Action Task Force guidance on PEPs.  

30. The types of PEPs. 

31. The use of sources of information for the determination of PEPs. 

32. PEPs Red Flags and indicators.  

3.3. Assessment of different types of works 

Type of work Grading system Criteria 

in-class test  

 

А (90-100%) Student answered correctly 9 or more 
questions out of 10. 

 B, C (75-89%) Student answered correctly 7-8 
questions out of 10. 

 D, F (60-74%) Student answered correctly 5-6 
questions out of 10. 

 E (less than 60%) Student answered correctly less than 5 
more questions out of 10. 

participation in 
class discussion,  

in-class individual 
presentation  

A (90-100%) Outstanding presentation of 
independent work, active participation 
and critical participation in the 
discussion 



 B (82-89%) Outstanding presentation of 
independent work with limited 
participation in the discussion. 

 C (75-81%) Standard (sufficient) presentation with 
limited participation in the discussion. 

 D (67-74%) Standard presentation with no 
participation in the discussion. 

 E (60-66%) Standard presentation with visible 
errors and no participation in the 
discussion. 

 F (less than 60%) Lack of understanding of the subject in 
the presentation and discussions 

final oral 
discussion on the 
given list of topics 
(“zachyot”) 

 

A (90-100%)  Thought-provoking and informed 
answers to the questions in the ticket 
and two additional questions. 

 

 B (82-89%) Student gives correct answers to 
questions in the ticket and two 
additional questions. 

 C (75-81%) The correct answers to the questions in 
the ticket and to two additional 
questions are given, provided there are 
inaccuracies and occasional gaps in 
knowledge. 



 D (67-74%) The right answers for ticket questions 
are combined with inaccurate answers 
to additional questions. 

 E (60-66%) The correct answer to one of the ticket 
questions and one additional question. 

 F (less than 60%) Incorrect answers to ticket questions 
and additional questions. 
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5. Material and technical support 

Technical equipment is necessary for this course. Computer, projector, 

Microsoft PowerPoint software are needed for both lectures and seminars. Students 

may need access to Internet.  


