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Abstract  

 

The continuing Russia sanctions have raised the necessity for German organisations present in 

Russia to consider (long-term) implications to their reputation in both countries. With the 

purpose of sufficing external (e.g. Basel III in case of the banking industry) or internal 

regularities (e.g. stakeholder analyses in frame of an annual report), many German 

organisations have started to assess their general reputational risks in a structured way. 

However, there is little official guidance, which explicitly considers reputational risk 

management within the context of organisational operations in light of sanctions. Additionally, 

current research provides only limited findings in this respect. Therefore, there is a theoretical 

as well as practical need for a study regarding reputational risk management of German 

organisations in this context. In order to examine reputational risks in the afore-mentioned 

context, this study explores as a first step, the implications of the Russia sanctions for German 

organisations as well as risk mitigation measures in general. This is mainly achieved by a 

rigorous literature review. In a second step, a case study including the analysis of in-depth 

interviews with managers from German organisations of various types engaged in business in 

Russia accomplished the research aim to explore in which form these reputational risk occur 

and how they can be managed systematically. The results clearly show that there are virtually 

no significant reputational risks for German organisations in Germany in this context, whereas 

they indeed exist in Russia in several dimensions. For example, local Russian employees 

working with a (trade) compliance department of a German organisation and managing the 

impact of the – from Russian perspective – illegitimate sanctions can be compromised, when it 

becomes publicly known that they “collaborate”. Further, German businesspersons in Russia 

bear a reputational risk for either being over-compliant with Western sanctions or not 

advocating enough against these openly, as this behaviour can be perceived as disloyal by 

Russian partners. However, as reputational risks change over time, a repetition of the study in 

several years may result in a different picture. Additionally, the findings support the importance 

of stakeholder management – especially when conflicting interests of stakeholders are given – 

as part of risk avoidance, which is in the case of reputational risks the preferred risk mitigation 

measure as opposed to risk reduction, transfer or acceptance. This recommendation is based on 

the difficulty to predict the occurrence as well as the potentially very high impact of reputational 

risks. The findings are displayed in a proposed model, which offers a systematic orientation for 

managers in organisations engaged in the field of reputational risk management. Thereby, the 

model – although derived from standard models – is specifically designed for the given context.



1 
 

Chapter One: Introduction 

 

1.1 Context and scope of the study 

The Western sanctions on Russia followed the alleged involvement in separatist fighting in 

eastern Ukraine and then especially the annexation of Crimea by Russian forces in 2014. 

Consequently, 37 Western countries imposed sanctions on the Russian Federation in a 

multilateral approach (Dreger, 2015). They have been intensified gradually, since the Russian 

engagement in the above-mentioned areas did not stop (Portela, 2016). Additionally, the alleged 

Russian meddling in the US 2016 elections as well as the poisoning of the former Russian spy 

Sergei Skripal on British soil in 2018 led to stricter measures. These so-called “smart sanctions” 

intend to target only specific industries and individuals instead of the whole population or the 

country in general. They comprise of trade and financial sanctions as well as restrict 

immigration of certain listed individuals (Dreger, 2015). This so-called mixed sanctions 

approach eases coordination between the countries imposing them and regulates the measures 

at the same time. Therefore, such sanctions stand on a broader basis according to international 

law and have hence a higher acceptance within the international community as seen in figure 

1.1 below and a higher effectiveness, too (Cwiek-Karpowicz, 2015). 

 

 

Figure 1.1 Global sanctions landscape (Control Risks, 2019) 

 

Russia retaliated early by ratifying an embargo on specific food and agricultural products to 

boost their own economy (Heidemann, 2016). Still, the Russian rouble lost in the first phase of 

the sanctions half of its value in comparison to the US Dollar (Bond, 2015). Further, as Russia 

depends profoundly on exports of natural resources, the oil price decline, which started mid 

2014 as well and had another amplifying effect on the weakening economy (Crozet, 2016).  
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Yet, the sanctions arguably did not achieve the set ambitious political aim to stop illegal foreign 

actions of Russia, as according to Hufbauer (2007) they so seldom do. While De Vries (2014) 

argues that states in situations as Russia’s are likely to make concessions facing sanctions, 

Caruso (2003) seems to be right when stating that big and self-sufficient states are often able to 

cope with sanctions, which have become favourites in the toolbox of foreign policy. 

 

Conversely, sanctions also affect the imposing countries: For example, trade of goods and 

money become more cost intensive or even impossible for trading companies (Dreger, 2015). 

Therefore, in this study, economic, financial and political consequences of the sanctions are 

examined in order to understand their impact for the German economy as a whole and on 

German organisations. However, risks beyond already examined export losses, unemployment 

rates or sales figures could emerge as the reputation of country or a company might be at stake. 

In this case, for German organisations they could result from continuing business with Russian 

organisations that have been affected directly or indirectly by the sanctions since 2014.  

 

Continuous political controversies about the sanctions, where Russia is labelled as “evil” or 

worse, could result in a reputational backlash for companies doing business there (Bebbington 

Larrinaga, & Moneva, 2007). Because of the still emerging number of news channels, social 

media platforms or news feeds, and the on parallel rising number of people having access to 

these, there is allegedly at least a basic awareness of the sanctions against Russia – as well in 

relation to the anticipated effects – amongst vast parts of the world population (Jones, 2014). It 

can be observed by various instances of the past, that certain news lead to a change of sentiment 

or perception of stakeholders. This applies even more for negative news, as they seem to be 

more influential than positive reports (Laakkonen, 2007).  

 

A prominent example is the so-called R-word indicator, which shows how often the term 

“recession” is mentioned in the two leading American newspapers: The Washington Post and 

the New York Times. The R-word indicator proved thereby to be in parts as reliable as 

predictions of the growth a countries’ GDP (Kholodilin, 2006). Therefore, it can be assumed, 

that the ongoing and continuous reporting on the sanctions against Russia might lead to a 

reputational issue of German organisations amongst the Russian population. Additionally, 

(negative) media coverage about the grave impact of the sanctions on Russian economy could 

even intensify their effect by creating uncertainties amongst stakeholders. Finally, a substantial 

scandal (in social media) can easily threaten the name of an organisation or a brand, which can 
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potentially result in a boycott and ultimately in a decline of profit. Therefore, reputational risks 

belong to the top ten of risks for policyholders according to underwriters of the major German 

insurance company Allianz (Brandeins, 2019). This is to be attributed to an increased public 

interest for topics such as environmentalism, product quality, social responsibility, gender 

equality, human rights, and working conditions.  

 

Furthermore, Bowser (2017) describes trust – which is closely linked to a company’s reputation 

– as an important predictor of economic performance. Thus, in light of the sanctions imposed 

on Russia, the importance of understanding the relationship between reputational risks and 

different measures to minimize them seems crucial. In fact, this seems of double importance, 

as the reputation of German organisations that are active in Russia can be troubled twofold: 

First, the reputation of the organisations in Russia can be damaged, if the company is viewed 

as part of the aggressive West. Second, the reputation of the organisations in Germany can be 

damaged, if local stakeholders view the company as going against Western values and goals.  

 

While the question how these risks should be addressed is raised (see Gurkov & Saidov, 2017), 

comparatively little is known about how organisations handle the complexity of the situation. 

Perry and de Fontnouvelle (2005) describe that the most critical threats for a company’s 

reputations are those coming from within the company. With the complexity of the situation 

regarding the Russia sanctions, an unclear picture presents itself here. While the crisis and the 

related sanctions could be viewed as external sources, the decision of companies to continue 

business with or within Russia has to be viewed as an internal source. This poses a strong risk 

to as Gaultier-Gaillarda and Louisot (2006) define an organization’s goals and values – aside 

of its conduct and actions as well as the expectations and experience of its stakeholders – as the 

main drivers for a companies’ reputation. 

 

Relatively little is known about the reputational risks directly posed by sanctions, too. While 

for the financial industry some authors such as Armour, Mayer and Polo (2017) were able to 

show the drastic reputational effects of not following proposed sanctions, rather little literature 

exists on how the reputation of enterprises in other industries can be affected by this. Especially 

Lee and Vachon (2016) showed that even mismanagement in the supply chain could heavily 

damage a company’s reputation. Therefore, in the sense of a doctorate of business 

administration, the aim of this study is to contribute to the body of scientific knowledge as well 

as to support professional practice, particularly in the field of reputational risk management. 
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1.2 Research questions and further aims  

Based on the research gap above, the main research question is stated as follows:  

 

Risk management within German organisations in the context of Russia sanctions: 

What can an organisation do to mitigate reputational risks?  

 

Reputational risks are characterised by a probability of occurrence that is hard to determine and 

an impact, which could be devastating to the very foundation of an organisation (Coletti, 2017). 

Thus, managing risks such as reputational risks requires organisations to constantly monitor 

and analyse their situation, assess the effects on their business and control implemented 

measures (Benn, Abratt, & Kleyn, 2017). In this case with a focus on Russia sanctions. 

However, Davies (2002) describes reputational risk not only as the risk type that is the least 

understood  – both by practitioners and by researchers – but also as the one that is the hardest 

to manage. Thereby, especially the complex involvement of many stakeholders, which are 

relevant both to reputational capital and to risks, requires a multitude of different approaches 

split in prophylactic as well as crisis management (Fombrun, Gardberg & Barnett, 2000). Only 

considering these factors, effective and efficient reputational risk management can be achieved. 

 

Thus, the three central research questions below the main question are stated as: 

1. What is the background as well as the impact of the USA and EU led sanctions against 

Russia for German organisations with a special focus on reputational risks?  

2. Who are relevant stakeholders in the given context and what are appropriate measures 

to manage their various interests e.g. through key account managers or communication 

concepts?   

3. How could an applicable suggestive model to manage reputational risks look like based 

on the findings from the literature review as well as on the input from practitioners 

(interviewees)? 

 

1.3 Corporate risk management in the light of political developments  

There are generally four methods to mitigate (reputational) risks (D’Arcy, 2001): Avoidance, 

reduction, sharing (transferring), and acceptance. The most appropriate way, is often to reduce 

a risk to an adequate level or to the so-called residual risk. This in context of sanctions is often 

achieved by certain terms in contracts, which allow companies to withdraw from a project in 

case (more) sanctions would be imposed.  
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Another way would be to evade risks by the sanctions by – in this case – for instance completely 

disregarding the Russian market. This is not a good option, since this proceeding may cripple 

the relations between business partners in the long-term. Likewise, conscious risk acceptance 

is often a bad choice since it can imply negligence when implemented permanently.  

 

Risks can in general also be transferred. This is usually done by insurance policies. However, 

it is difficult to sign an insurance policy in case of governmental influences such as sanctions 

(Merna, 2005). Nonetheless, several insurance companies such as Allianz, Lloyds Market, 

Munich Re or Swiss Re offer policies in regards to reputational risks; so far though usually with 

a relatively low limit of liability of between 10 to 15 Million Euro (Brandeins, 2019). However, 

these insurance companies additionally include services such as risks analyses as well as 

support in crisis communication (Brandeins, 2019). Still, a main challenge is to identify if a 

financial loss occurred by a reputational risk. Third party agencies are in such cases often used 

to provide analyses based on traditional and social media. Then, a point of reference of the 

reputational value is required to measure the reputational damage, which in the case of the 

Russia sanctions would be the beginning of the Russo-Ukrainian conflict in 2014.  

 

Apart from that, risk mitigation is usually a combined work of several corporate departments 

and the local management in order to have both: A holistic strategic approach from the 

company’s headquarters as well as the local insights, which allow quick reactions in case there 

are sudden changes (Chowdhry, 1999). However, in the end, risk management will always have 

the challenge to deal with not only residual risks but also with uncertainties resulting for 

example from instable political environments. Therefore, management has to stay flexible in 

their planning (Georgi, 2016).  

 

Subsequently, this thesis provides a literature review on both: Russia sanctions and their 

implications as well as reputational risk management. Accordingly, an empirical study is 

conducted to explore respective management experiences in German organisations in Russia 

during the past years. Finally, the findings are analysed and discussed in order to provide a 

contribution to the existing body of literature as well as to professional practice. The latter 

mostly in the form of a comprehensive and suggested model to help to mitigate reputational 

risks. 
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Chapter Two: Literature review 

 

2.1 Review scope and structure 

The literature review is divided into two parts. Firstly, the background of the implementation 

of the Russia sanctions will be explained and the impact of the sanctions on Russia’s and on 

Germany’s economy, as well as organisations, will be analysed. This includes the analysis of 

Russia’s measures in attempting to master the economic challenges posed by the sanctions such 

as counter-sanctions or substitution of foreign products. Secondly, the researcher will focus on 

risk management in organisations in general and specifically on their reputational risk 

management including stakeholder management in light of the Russia crisis.  

 

2.2 Impact of Russia sanctions and their relevance for reputational risk management 

Russia has been experiencing a significant loss of reputation in most Western countries 

including Germany since 2014. This is based on the Russian breach of international law in 

Crimea and East Ukraine and several actions that can be described as rogue behaviour, such as 

the meddling in US elections and the attempted assassination of Sergei Skripal on British soil.  

 

This reputational damage can reflect on German organisations, which have been engaged in 

business in Russia, as seen in the introduction chapter 1. The researcher argues that reputational 

risks emerge in the context of operational risks such as legal risks and do not stand on their 

own. However, the latter assertion is an ongoing and undecided discussion according to a study 

of the Economist with 269 senior executives, as seen in chart 2.1 below.  

 

 

Figure 2.1 Reputational risk a category on its own? (Economist Intelligence Unit, 2005) 
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2.2.1 Western sanctions on Russia  

In the following sections, the Western sanctions including potential repercussions and Russian 

counter-sanctions are explored because they pose operational risks that can result in reputational 

risk, which is the core issue in this thesis. Therefore, the relevance of the sanctions for German 

organisations have to be firstly understood in order to analyse following reputational risks.  

 

There are several arguments in the literature, which justify the sanctions against Russia, apart 

from what can be inspected in official documents published by the EU Parliament Research 

Service (2016) or the U.S. Department of State (2017). One is to bring Russia back to 

negotiations over the annexation of Crimea and Russian military engagements in Ukraine (De 

Galber, 2015). A second reason is to hit the Russian oil and heavy industry, in order to interfere 

with their expensive military efforts in East Ukraine (Nelson, 2015). That is easy to achieve 

due to the barely diversified economy, which, together with the national budget, heavily 

depends on income out of natural resources such as oil and gas (Elsevier, 2017). The third 

reason is to punish them for breaking international law, when occupying Crimea or the shooting 

down of Malaysia Airlines aircraft MH17 in 2014 by pro-Russian separatist over Ukrainian 

airspace (Staack, 2014).   

 

Sanctions target Russian companies such as banks or persons, by which politicians or important 

businesspersons, who are believed to have direct involvement in destabilizing the situation, can 

be denied travels to the EU or the US, or their overseas bank accounts can be frozen (Jones, 

2014). This kind of sanction is considered fair and “smart” since it intends to target responsible 

individuals directly according to specifically created lists rather than a whole population 

(Dreyer, 2014). On the other hand, the Russian government responded in kind, with sanctions 

against some American, Canadian and EU individuals, which does not serve as a de-escalation 

(Vebel, 2015). However, there are another kind of sanctions called secondary sanctions, which 

complement the initial sanctions framework. They target third parties e.g. from Germany, which 

are engaged in business with Russian sanctioned companies, people, or entities. Breaching 

secondary sanctions may result in financial fines or other legal restrictions. The fear of 

secondary sanctions might be very effective and might even lead to over-compliance; 

particularly when the secondary sanctions would affect business in the US (Portela, 2016).  

 

Thus far, it can be stated that only two of the above-mentioned goals were accomplished in the 

context of sanctions against Russia: Russia was successfully punished, as the economy was 
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significantly affected. Furthermore, Russia was brought back to negotiations in terms of a peace 

treaty in East Ukraine, which is called Minsk I and II. However, Russia could not be forced 

back out of East Ukraine and could neither by driven from Crimea (Wang, 2015). 

 

Further, the scientific literature about sanctions contains criticism. Sanctions came under 

criticism because of their partial inefficiency. In this case, the occupation of Crimea and the 

military engagement in East Ukraine were not stopped. Another aspect of the criticism is that 

the Russian population is more affected by the implications of the sanctions than the responsible 

politicians or leading businesspersons. The reason for that is that the sanctions against parts of 

the Russian industry led to a crisis in the financial sector in Russia and consequently to huge 

inflation (Nelson, 2015). Shirov, Yantovskiy, and Potapenko (2015) support this observation 

by showing the dramatic fall of the currency (more than 50% in comparison to the USD). The 

consecutive loss of purchase power among the Russian population led to a boomerang effect to 

Western companies, since they were no longer able to buy expensive foreign goods (The 

Economist, 2016). Further, the sanctions made it very difficult for Russians to deal in foreign 

currencies. It was for instance common for many people in Russia to buy an apartment using a 

loan in US Dollars. Yet, they were not able to afford paying back their US Dollar loans with an 

income in Russian Rouble under inflation conditions (Gros, 2015). Unsurprisingly, the Russian 

governments’ counter sanctions to boost their domestic economy cannot compensate these 

consequences entirely (World Bank Group, 2016). This leads in total to an extremely low 

acceptance of the sanctions, which are considered illegitimate by the Russian government 

anyhow, among the Russian population and hence leads to a reputational risk for German 

organisations in Russia, as Germany is one of the sender countries.  

 

However, these sanctions create as well certain requirements on behalf of foreign organisations 

such as various compliance checks especially according to the “Countering America's 

Adversaries Through Sanctions Act” (CAATSA) in the frame of corporate risk management. 

Thereby, the US sanctions are generally distinct from the EU sanctions. EU sanctions are 

limited and conditional (tied to progress in Ukraine) and most importantly, punishment for 

violation is to be decided by an offending company’s government (De Galber, 2015). Whereas 

CAATSA is considered as an incoherent and inconsistent combination of laws and executive 

orders that allows punishment by US government and the Department of Treasury in form of 

secondary sanctions against companies, agencies, and individuals. Hence, its higher level of 

deterrence (Nelson, 2017). Further data regarding the sanctions can be found in the annex 9.3. 



9 
 

2.2.2 Characteristics of the Russian counter-sanctions  

As a response to Western sanctions, Russia imposed a food embargo for a wide range of 

products imported from those countries, which supported the sanctions. However, import 

restrictions in the agricultural sector as a “reply for the Western sanctions” was not a 

coincidence, but rather a good reason for an actual implementation of a “Doctrine on Food 

Security”, which was initiated by the Russian government in 2010 (Petrick, 2015). A list of 

food products banned for importing to Russia was modified and updated several times since its 

establishment (Wegren, 2014). The food embargo announced by Russia turned out to be a 

painful reply mainly for small enterprises and farmers of the European Union (Barkovsky, 

Alabyan, Morozenkova, 2015).   

 

Besides protecting its “national security” by imposing bans on food products from outside, 

Russia started to attack food-related businesses also on the country’s territory (Wegren, 2014, 

p. 8). After McDonald's announced closure of its restaurants in Crimea as a response to Russian 

intervention, the most famous American fast food chain was accused of violation of the sanitary 

norms as well as underestimation of the nutrition value of the range of its products in the 

Russian territory, which is incidentally an attack on the reputation of the company. Despite 

official announcement that the chain operates in compliance with Rosselkhoznadzor (food 

safety regulatory authority) regulations, multiple sanitary inspections were conducted in 

McDonald's restaurants, which resulted into the permanent closure of twelve of its restaurants 

and temporary closure of 22 others, as well as removal of some items from its menu. Besides, 

an investigation of Ronald McDonald House Charities activities was opened due to suspicion 

of money laundering (Wegren, 2014). This example shows that (pre-emptive) compliance with 

sanctions can pose risks – among which reputational risk is one – to the business model of 

foreign organisations in Russia.  

 

2.2.3 Russo-German business relations in the light of reputational risks 

The economic relations date back to the 1960s when German “Ostpolitik” (Eastern politics) 

took a mediating position between the USSR and the West, following the assumption that 

engagement with Moscow would benefit both blocks by strengthening economic ties (Siddi, 

2016). Since the breakup of the Soviet Union, many Western companies started to seek new 

business opportunities in the yet unknown Russian market. The path that companies had to walk 

on their way towards successful business in Russia was as challenging as it was rewarding. 

Among the causes complicating the establishment of the Western business culture in Russia, 
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different authors name such reasons as cultural and psychological differences between Russian 

and Western management, differences in business ethics, local protectionism, political risk, and 

opaque business culture (Koveshnikov, Barner-Rasmussen, Ehrnrooth & Mäkelä, 2012; 

Michailova, 2002). Nonetheless, for those companies that managed to overcome the challenges 

and establish stable business operations in Russia the rewards were worth the risk, considering 

the fact that in the decade after 1998, the Russian economy almost doubled in size.   

 

By the period preceding the introduction of the Western sanctions on Russian economy, 

Western organisations were able to achieve obvious dominance in some segments of the 

Russian market. Thus, by 2012 share of the Russian tobacco market and car assembly facilities 

controlled by the Western companies achieved 90%, share of the foreign producers on the beer 

and juice markets was equal subsequently 85% and 75%, while beauty and cosmetic markets 

were dominated by foreign producers by 60% (Gurkov & Saidov, 2017). 

 

“For German companies, Russia is a huge market with vast energy wealth and more than 140 

million customers” (Meister, 2014, p. 3). Considering this German business community is 

trying to support collaborative relations between Germany and Russia, as this, in the end, helps 

them in building business in the country with a “problematic authoritarian regime” (Meister, 

2014, p. 3). According to Holtbrügge and Puck (2009), one of the specifics of successful 

business establishment and operation in Russia is the establishment of the networking with non-

market stakeholders, including Russian authorities as one of the most important and influential 

groups. Other non-market stakeholders that are considered important for successful business 

conduction in Russia can include, besides Russian government and its local administrations, 

various NGOs, Federal Security Services, trade union or ecological and religious organizations 

(Holtbrügge & Puck, 2009). 

 

By closely cooperating with the Russian authorities, German multinational enterprises (MNE) 

manage to influence the local legislation, deal with the product counterfeiting, and promote 

positive initiative within the sphere of their business. These steps are implemented not only via 

established international and local organisations such as Association of European Businesses 

(AEB), International Association for Business Cooperation (MADS), the Russian Chamber of 

Commerce and Industry (TPP), all of which have good connections to the Russian authorities, 

but also through establishing some personal contacts with the government representatives on 

both regional and local levels. Thus, more than half of the board of directors of the German-
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Russian Forum, are representatives of Germany and having interests in developing business in 

Russia (Deutsch-Russisches Forum E.V., 2018a). 

 

As a good example of such networking provides an example of the Petersburger Dialog – a 

mutual project of  Gerhard Schröder and Vladimir Putin, founded in 2001, held by the German-

Russian Forum and aimed at strengthening of German-Russian cooperation (Deutsch-

Russisches Forum E.V., 2018b). Being a place for meeting academics, representatives of small 

and medium-sized businesses as well as politicians, Petersburger Dialog serves a perfect place 

for establishing connections. Unofficial rules at the Dialog are established by the Russian side, 

which decides which companies should be invited or not and implies that regime-opposing 

factors should not be raised. By accepting to play according to Kremlin rules, German political 

and business representatives, on the one hand, create a fruitful ground for the development of 

the German business in Russia, but, on the other hand, they also agree not “to fight off any 

change that might reduce the power and profits of the Russian elite” (Meister, 2014, p. 4).  

 

According to the interview conducted by Holtbrügge and Puck (2009) with the representative 

of Knauf, one of the biggest German building material manufacturer, “In many regions they 

[local authorities] want to exert more influence on our factories, but we have very good 

connections to the respective governors and a good cooperation, and in the meantime the 

governors of the different regions where our factories are located know how far we go and 

where are our limits....We need the governors for the solution of certain regional problems. 

Therefore, we are interested in a good relationship...We know them all, and they know us.” 

(Holtbrügge & Puck, 2009, p. 378f) 

 

Relations with the Russian authorities and especially with the regional administrations are often 

crucial for big companies. This applies especially for those possessing production units in 

Russia because local governors often decide whether a company should be treated as a valuable 

contributor to local economy or merely as another taxpayer (Kunze, 2005). This leads to the 

fact that many representatives of big international businesses have to build relations with the 

Russian authorities not on a merely professional, but also on a personal basis. For example, 

Knauf – in the research devoted to the examination of the stakeholder network of the German 

companies in Russia – admitted that their connections in the German Embassy are valuable, as 

they help them to assist some of the Russian governors in obtaining an urgent visa and thus help 

to establish stronger relations with the local authorities. A similar motivation can be observed 
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with the corporate social responsibility projects that many MNEs actively implement in the 

Russian regions. Even though support provided to the local schools, hospitals and universities 

is undoubtedly appreciated by the representatives of the local communities and contributes to 

the positive image of the foreign companies, its main goal goes beyond pure philanthropy. By 

investing in the regions of its presence MNEs not only preserve their corporate identities and 

reputations, but also provide significant contributions to the local budgets, help local authorities 

to fulfil their social commitments, and, thus, establish valuable connections on the level of the 

governors and heads of the local administrations (Holtbrügge & Puck, 2009, p. 380). 

 

Despite being probably the most influential stakeholder among non-market network 

representatives, Russian government representatives are not the only forces that can 

significantly affect the business of the foreign organisations in Russia. Thus, for the companies 

operating in such sectors as construction, mining or any other nature-affecting industries, 

positive relations with environmental organizations and media become of significant 

importance, too; while the security of companies’ operations is often provided by Russian 

security services (Holtbrügge & Puck, 2009). Therefore, it could be concluded that even though 

changes in the Russian political-economic situation, of course, affect all business 

representatives, but those organisations who managed to come a long way from the beginning 

of the market economy in Russia until now and established strong socio-political connections 

with significant non-market stakeholders can withstand even strong storms. “It worked out well 

that we [Knauf] invested in such insecure times as 1993. Today we are the leading building 

material producer in Russia and have a good reputation and a good lobby, what was not the 

case at the beginning of the nineties when we started. Of course, we still have problems today, 

but not of such a kind as in the nineties. That was very dramatic at that time. Many times, we 

wanted to give up doing business in Russia, but we stayed the course. And today we are glad 

about it” (Holtbrügge & Puck, 2009). However, these intense and publicly well-known ties 

between German organisations and Russian authorities and officials, whose reputation suffered 

under the recent development, pose a reputational risk for the German organisations and hence 

could backfire.  

 

In stark contrast to the business relations, the diplomatic relationship between Russia and 

Germany – according to some authors as Forsberg (2016) – began to crumble even before the 

Ukraine crisis started in 2014. The author describes in an article that is comparing the classical 

German “Ostpolitik” (Eastern politics) with today's “Frostpolitik” (frozen politics). As early as 
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2012, the relationship began to deteriorate. German Ostpolitik is also described by Kundnani 

(2015) who points out Germany’s historically difficult position in the middle of West and East: 

Politically and geographically. While being part of the West – as a dominant member of the EU 

and the NATO – Germany has strong economic ties to Russia. Thus, at first glance, it came as 

a shock to many when Germany became one of the driving forces behind the sanctions against 

Russia, seemingly just after the Ukraine incident happened. The recent history leading up to 

this development is described by Forsberg (2016). One sign of this weakened relationship 

between the two countries is the cancellation of then-president of Germany Gauck’s appearance 

with Putin at the official public opening of the German Year in Russia. In the month following 

these events, the relationships began to decline further: German media was displaying Russia 

in darker tones – for example in the portrayal of the Pussy Riot case, which was covered by 

most German print media, including major ones as Der Spiegel. Furthermore, on a political 

level, more conflict seemed to arise from both sides, culminating in a speech of Duma speaker 

Pushkov, comparing Germany with a headmistress, which again led to more dissatisfaction with 

the relationship on the German side. Thus, the start of the Ukraine crisis was not the single 

critical event that weakened the political relationship between the two countries but rather was 

a major contributor and multiplier to an already existing development that has secondary effects 

on the reputation of German organisations that are engaged in Russia, too (Forsberg, 2016).  

 

2.2.4 Impact of Russia sanctions on reputational risks – a macroeconomic approach  

As seen in the sections above, there is a wide array of sanctions implemented against Russia. 

The spectrum reaches from simple forms such as the expulsion of diplomats to the most robust 

kind of measures, which comprise sanctions against certain industries or even embargos 

(Hufbauer, 2007). Sanctions are particularly applied for high technology products, which may 

be used by Russian military or defence industry (Wang, 2015). The efficacy of economic 

sanctions is meanwhile not easy to prove by empirical evidence (Morgan, 1995). For example, 

the restrictions of trade have a mutual impact; on the target country as well as on the sender 

country. This applied in particular for countries, which have strong economic ties (Kaempfer, 

1988). By the example of Russia and Germany: The decrease of production in Germany due to 

the sanctions equals to 53.5 billion Euros in the first two years since their implementation alone. 

This incidentally destroyed almost 60.000 jobs partly due a severe reduction of companies, 

which are in engaged in business of some sort in the Russian Federation. Additionally, the 

losses in exports because of the sanctions affect value-added chains in of the whole economy 

and therefore have dampening effects on the overall exports (multiplier effect).  
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That is why the accumulated loss of the German gross domestic product adds up to 0.23% 

between 2014 and 2016, which results in lower growth perspectives for the future, too 

(Schrader, 2017). Hence, besides direct effect of sanctions, the mechanism behind the strong 

decrease in exports of goods, which are not affected by sanctions, has to be explained. 

 

There are mainly two takes to explain this phenomenon. The first reason could be an increase 

of the general risk of doing business in Russia due to political, legal and financial instabilities 

caused by the sanctions (Crozet, 2016). For example, companies that use trade-financing tools 

intensively are very much affected (Niepmann & Schmidt-Eisenlohr, 2017). It is evident that 

the flow of exports of goods which are financed by so called “Letters of Credit“ experienced 

significantly stronger implications than other products. The reason for this is that the financial 

relations between Russia and the sender countries suffered substantially in frame of the Western 

sanctions by which financial institutions were no longer able to offer trade-financing services 

with attractive terms. (Demir & Javorcik, 2014).  

 

However, the second reason could be based on a reputational risk. Although a possible shift of 

preferences of Russian customers cannot explain the decrease in exports of German product 

into Russia entirely, there may have been a change of attitude on behalf of Russian customers 

towards German products and services because Germany supports those sanctions as research 

in the field of consumption boycotts suggests (Heilmann 2016). For example, the machine 

construction industry, automotive industry as well as the chemical industry alone suffered 

combined losses of almost 9.000 million Euros during the first three years of the sanctions 

(Crotez, 2016). The foodstuff industry was affected even harder. Not only the Western sanctions 

or the Russian import substitution laws but also a change of customer behaviour may have led 

to an export decrease of 30% (Heidemann, 2016). This incidentally indicates that German 

companies have only been able to compensate a fraction of the losses by diverting their exports 

to other markets (Haidar 2014). MNE, which are directly affected by the Russian embargo, 

export in total on average 24% less than comparable enterprises. Companies that were active in 

the Russian market prior to the sanctions and the embargo but that do not export products that 

fall under the embargo suffered in total on average 12% of losses in exports (Sharov, 2015). 

This 12% reduction in export of products, which do not fall under the sanctions, could at least 

partly be based on a reputational risk. Russian customers, especially state related organisations 

in the business-to-business market, could be rather willing to purchase Russian products than 

goods from a sender country in economically trying times.  
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Furthermore, the oil and gas sector is in this respect interesting as well, although the reputation 

of companies in this sector, at least in many Western countries, seems not to be particularly 

high anyhow (Fombrun, 2000). The “2020 National Defense Authorization Act” imposes 

sanctions not only on Russian but also on German companies and state agencies, which are 

involved in the pipeline project North Stream 2 from Russia to Germany that has been initiated 

to mitigate the risk of energy supply shortage and would give EU countries more leverage in 

price negotiations (Schrader, 2017). Firstly, there is evidence that these sanctions could be 

motivated by US protectionist politics in favour of domestic oil and gas products due to their 

uprising fracking industry (Dreger, 2015). This interpretation of the sanctions contradicts the 

credibility of Western countries’ efforts to change Russian politics (Elsevier, 2017). Secondly, 

sanctions against Russian and German companies could paradoxically even result in a gain of 

reputation of affected companies such as Wintershall in both countries (Dolidze, 2015).   

 

In this context, a lack of diversification in Russia’s economy is named by some authors 

(Prokhorova, Klochko, Kolomyts, & Gladilin, 2016) to be a core problem of the country’s 

economy. As a further aspect of the general lack of diversification in Russia stands the fact that 

the main driver of it seems to be multinational (mostly European) companies who started 

penetrating the Russian market in the last decades (Kuznetsov, 2010). With the recently 

implemented sanctions and the resulting influence on multinational companies in Russia, it 

could be expected that the road to a more diversified economy will be longer. This negative 

trend as well could be blamed on European firms as a sign of missing support and thus include 

a reputational risk as another side effect of the sanctions (Kurihara & Fukushima, 2016).  

 

Another factor that is only indirectly linked to the sanctions, but that according to some authors 

(e.g., Bowser, 2017) just as much influences the economy, is the one of trustworthiness, which 

is the main driver for reputation (Green, 2011). Trust is an essential part of the business, which 

cannot be replaced by any other forms of capital. While Elenkov (1998) still describes the 

decent amount of trust of Western companies towards Russia, newer findings show different 

results due to reinvigorating corruption nurtured by the currently struggling Russian economy. 

This seems to be a major concern for Western companies and their reputation, as they try to 

enter the Russian market or are already active there (Bowser, 2017). Thus, one of intangible, 

but nonetheless dramatic consequence of sanctions is a general decrease of trust towards Russia. 
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Without trust, construction of any relations becomes problematic; it makes any plans fragile, 

which in the end leads to the flight of the foreign capital (Portanskiy, 2014). Thus, during the 

first year of sanctions, the amount of foreign capital withdrawn from the Russian economy was 

more than for the whole previous year 2013. Flight of the capital provides additional pressure 

on the Rouble, increases inflation, and worsens the investment climate even more (Portanskiy, 

2014). The important role of trust is also showcased by Kobernyuk, Stiles, and Ellson (2014) 

who researched the role of culture in international joint ventures in Russia. The authors found 

comparable values and cultural practices between the managers from different cultures to be 

important predictors of further success of these joint ventures. With recent developments 

regarding the conflict between Russia and most Western countries, it can be argued that values 

are perceived to be more different from each other than they used to be before the recent crisis 

appeared.  

 

This development is shown for example by Andrei Tsygankov (2016) who reports on the 

Western perception of Russia, describing it in the title of its work as a “neo-Soviet autocracy” 

and that the portrayal of Russia is an overpoweringly negative one. He further argues that this 

is part of a narrative that tries to paint a bigger contrast between the US – described as a 

freedom-loving economy – on the one side, and Russia, an autocracy strongly resembling the 

former USSR, on the other side. This negative portrayal of Russia as a dangerous, unstable 

autocracy can – as described by Bowser (2017) – lead to a further decrease in trust, thus further 

weakening Russia’s economy. Similarly, the Russian economy is truthfully (Dreger, 

Kholodilin, Ulbricht & Fidrmuc, 2016) described as unstable and not reliable, with a weakened 

currency and strong inflation. Not only the developments themselves but also their prominent 

medial display (Tsygankov, 2016) lead to a decreasing trust in Russia, which results in fewer 

investments in the country. Thus, measures, like discrediting the reputation or focusing on 

negative portrayal, can be described as soft sanctions (Schaaf et al., 2018). 

 

2.2.5 Excursus: Effects of sanctions’ media portrayal on reputational risks  

As seen in the section above, the trust towards Western companies or the West in general in 

Russia is affected by the sanctions and recent political developments. Thereby, especially 

Germany is seen in the media to be a driving force behind the sanctions against Russia (Szabo, 

2014a). Most European countries seemed to rely on Angela Merkel, German Chancellor to lead 

the communication with and handling of Russia, thus also shaping the first sanctions against 

Russia following the MH17 – event that was mostly blamed on Russia.  
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Thus, Merkel usually was portrayed quite negatively in the Russian media, which shapes a 

sharp contrast to the portrayal of her predecessor Gerhard Schröder, a close friend of Vladimir 

Putin who – after his political career – became an executive at the Kremlin-linked Gazprom 

(Szabo, 2014b). As a conclusion of these developments, Germany is often viewed as the main 

driver of the sanctions and the economic problems alongside, which could reflect on German 

organisations in Russia.  

 

The difficulty in the relationship is also found in the general perception of the public. Leading 

German television channel ARD asked in a poll which role the country should play in the 

conflict between Russia and the West. While 45% of the participants in the study agreed that 

Germany should be on the side of their NATO allies, another 49% stated that they would like 

to see Germany taking the role of a mediator in the conflict (Kundnani, 2015).  

 

Therefore, Germany is in a complicated position as well: Its own population is split on the issue 

and, considering the diplomatic relationship, it is viewed two-fold. While Russian politics 

strongly blame Germany for the sanctions, other voices in the West criticize Merkel for not 

being more decisive and for taking on a still too moderate stance (Mearsheimer, 2014). This 

also poses a difficult position for the German economy and German companies in Russia. While 

still trying to remain a positive economic relationship with Russia, Germany is still met with an 

increasing lack of trust as a basis for reputation in Russia. How will the collaboration with the 

main driver of the sanctions against Russia continue, is a question that seems to become more 

loudly articulated as time passes. The trust towards the West – that was slowly developing in 

the 1990s – seems to be on an all-time low (Ayios, 2018). 

 

Furthermore, Heinrich, Kobayashi and Peterson (2016) suggest, that the Western public –

including the German public – tends to favour sanctions, especially when they are portrayed in 

the media as having a long-lasting impact fulfilling their own goals – thus, also favouring 

companies who follow these sanctions. These findings are in alignment with the findings or 

Portela (2016) who argues that the European public – historically rather opposed to sanctions – 

tends to support them in the recent years. The author explains that most people had a more 

drastic image of sanctions in the head, which equalled those sanctioned towards Cuba or the 

Iraq in the 1990s – which meant a total disruption of any form of trade. The sanctions imposed 

now on Russia are distinctively different from those, as they only affect certain branches, 

companies or individuals and do not imply – as those on Cuba – the misery of whole countries. 



18 
 

This shift in perception lead according to Portela (2016) to more favourable opinions about 

sanctions that are now widely seen as adequate measure. This public opinion on sanctions is of 

relevance to companies active in Russia in face of the ongoing crisis. Pires and Trez (2017), 

Walker (2010), or Perry and de Fontnouvelle (2005) describe the influence of many 

stakeholders, that have to be managed, on a company’s reputation and thus on its performance.  

 

Therefore, especially the media – and subsequently the employees, customers, and activists – 

can influence a company’s reputation strongly, thus affecting how well a company will be doing 

in the future. Concluding the assumption, that the public’s opinion on the sanctions is a positive 

one, and that the public’s opinion does matter for a company’s well-being, it can be expected, 

that a company being active – and publicly so – in Russia, runs at risk of damaging its reputation 

on the European market. This especially seems to hold true, as Portela (2016) shows, that the 

public not only supports the sanctions but also is ready and willing to pay a certain price for 

them, meaning that the public seems willing to take disadvantages, as long as they help the 

bigger goal, for which the sanctions are officially aiming.  

 

In contrast to this, another interesting media-related observation in Russian was made by Kazun 

(2016). The researcher specifies that despite the fact that international sanctions became an 

iconic topic in Russian media in 2014 with 92.155 articles published on the topic by the central 

and regional press; the sanctions were not necessarily considered as a problem by the Russian 

population. According to the opinion polls, 62% of Russians did not perceive sanctions as 

negative for the country or themselves personally (92%). Moreover, even the Russian food 

embargo was mostly positively evaluated (Kazun, 2016). In her research, Kazun (2016) 

describes different deproblematisation strategies implemented by the government using the 

press by analysing sanction-related publications in the four most influential (according to the 

Title Popularity Ranking (TPR) of printed Russian media) Russian newspapers Rossiyskaya 

Gazeta, Novaya Gazeta, Argumenty I Fakty and Kommersant. These findings are in alignment 

with the findings of Fuller and Myers (1941), who argue that the existence of the problem does 

not necessarily make it a negative fact. According to the results of the research, it can be 

concluded that the Russian press follows two goals. The first goal is to create an impression 

that sanctions do neither have a negative effect for Russian economy in general, nor for the 

population in particular. The second goal is to promote an image of Vladimir Putin as a strong 

leader, who can withstand external pressures of the EU and US and provide stability and safety 

for the country. Such acts as the annexation of Crimea and the Russian food embargo are 
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explained by the media as inevitable acts aimed at protection from aggressive actions of hostile 

West. Further, they were framing the sanctions not as an issue that undermines the country’s 

reputation, political relations, and economic stability, but as an incentive for mobilizing of 

internal resources and thus contributing to the country’s development (Kazun, 2016). 

Therefore, this media strategy – according to the author – plays into the hands of the ruling 

government, who thereby is less threatened by potential population’s dissatisfaction, which is 

in turn rather directed against Western organisations hence endangering their reputation.  

 

The counter-rhetoric of insincerity is another strategy that was widely exploited by the Russian 

media in order to reveal and bring to the public criticism of those individuals who openly 

opposed Russian politics and proposed not to underestimate the negative effect of the sanctions. 

The main goal of this approach is to demonstrate to the public that those who openly oppose 

the politics of the Kremlin, whether a businessperson, a politician or an independent expert, are 

trying to get their own benefits at the expense of the public welfare. Some of those who openly 

raised critical voices against Russian politics were labelled by the press as national traitors. For 

example, the website predatel.net [traitor] was created, to showcase the names and photos of 

the public figures, who are considered to undermine the national economy with their anti-

patriotic position (Ćwiek-Karpowicz & Secrieru, 2015). By using labels that carry a strong 

reputational and, in fact, emotional impact, media can spread an impression that the viewpoints 

alternative to the main government course are dangerous and inappropriate (Kazun, 2016). This 

can have a profound influence on local employees of German organisations as they may spiral 

in justification for their work for instance in front of their kin. 

 

2.2.6 Impact of Russia sanctions on reputational risks – a microeconomic approach 

Ernst & Young conducted research in 2015 to provide useful implications regarding the effect 

of the sanctions on international companies operating in Russia during the period between the 

beginning of 2014 and the first half of 2015. The study comprises 46 MNE operating in Russia 

(including six German companies: BASF, Bayer AG, Deutsche Bank, E.ON, Metro AG, and 

Siemens). All the firms from the selected sample were analysed against three dimensions:  

1. Market momentum – assessment by the companies of the economic situation in general 

and its effect on the sector in which they operate in particular. 

2. Company commitment – an extent to which companies were affected by sanctions. 

3. Public policy – companies’ opinion about the Russian public policy and the level of 

influence it has on their business.  
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The results of the report revealed some discrepancies between companies’ claims about the 

Russian market, which the majority of the participants considered as the one with a negative 

outlook, and their actual doings. Thus, the report by Ernst & Young (2015) that aimed to 

investigate the investment climate in Russia proves that although 90% of the firms consider that 

investment climate in Russia has worsened, half of them nonetheless, plan to increase their 

investment or to expand geographically such as Metro AG. On the other hand, Deutsche Bank 

liquidated its asset management business and cut its credit exposure, while BASF despite 

continuing gas fields’ development, cancelled a swap deal with Gazprom (Irwin, 2015). It can 

be concluded that pessimistic MNEs are spread among the different sectors, but mostly 

concentrated in the financial sector, oil, and gas. At the same time, pharmaceutical companies 

tend to be the most optimistic according to the results of the report. This indicates the need of 

a target sample of the qualitative research across the spectrum of various sectors and industries. 

Germany, the Russian major economic partner in Europe, suffered from the consequences of 

sanctions the most. Representatives of German business have lost billions of Euro due to the 

contracts’ suspension and the lost profit opportunities as consequences of the sanctions. Even 

though Germany took an active part in the sanction-imposing, leaders of the country were trying 

to keep some of the German-Russian projects alive, the main of which is undoubtfully the North 

Stream 2 (Barkovsky, Alabyan, & Morozenkova, 2015). That is why German entrepreneurs 

have repeatedly been demanding the revision of the Russian sanctions, which led to positive 

resonance in wide parts of German society (Kazun, 2016). However, this may have as well led 

to a positive effect on the reputation of German organisations in Russia.  

 

In order to circumvent the sanctions and not to lose business in Russia, German companies are 

more and more often organizing the production process on Russian territory. Examples of 

companies that started Russian-based production include such companies as GEA (freezing 

equipment production), Bionorica (pharmaceutics), Siemens and Claas (agricultural equipment 

production), pharmaceutics corporation Merck, cosmetic and chemical corporation Henkel, 

automotive company Volkswagen (Morozenkova, 2017; German-Russian Foreign Trade 

Chamber, 2018). In the case of car assembly, the opening of the facilities on the Russian 

territory began significantly before 2014 – namely in the 2000s. Nonetheless, during the three 

pre-sanction years 2011 to 2014, localization of the foreign MNEs’ production significantly 

increased due to the favourable conditions proposed to the foreign MNEs by the industry 

assembly contracts, stipulating low import tariffs on car parts in exchange for a gradual increase 

of production localization.  



21 
 

During this period, localized production was launched by such car manufacturers as Mercedes-

Benz or Volkswagen as well as several worldwide suppliers of car components including 

Bosch, Continental, Schaeffler, and others (Gurkov & Saidov, 2017). However, international 

companies such as Saint-Gobain, Kronospan Fuyou Glass, Fujikura, Namak have already been 

investing, standing by to gain market share in case of withdrawal of their German competitors. 

Among other foreign projects launched or relaunched in 2016, the building of a mining complex 

in Irkutsk by China Machinery Engineering Corporation (CMEC) and China National Electric 

Equipment Corporation (CNEEC) can be named (PwC, 2017). In general, it is fair to conclude 

that at the moment German companies are under double pressure: on the one hand, they have 

to manage their business under the pressure of sanctions; on the other hand, they have to deal 

with the growing competition from the East. However, remaining with significant assets in 

Russia under politically difficult conditions could strengthen the relations of German 

organisations with their hosts and hence increase reputation.  

 

Therefore, by starting their production on the territory of the Russian Federation, German 

companies try to achieve several goals besides just bypassing the sanctions – they increase their 

share on the Russian market, as well as save on customs duty and logistics. Besides, in case 

international companies invest in production facilities in the Russian territory they can account 

for subsidies as well as investment contracts with some privileged conditions. Furthermore, 

starting or continuing local production is a clear statement of reliability and hence contributes 

to each organisations’ reputation. Nonetheless, disrupted political and economic relations 

between Russian and Ukraine became for many Western MNEs an unpleasant surprise, as for 

the West, Russia and Ukraine were considered a united market within which was going a 

constant exchange of raw materials and final products (Gurkov & Saidov, 2017).  

 

Another interesting observation made by Gurkov and Saidov (2017) is that even though 

political relations between Russia and West were impaired, relations of Russian authorities and 

western MNEs, on the contrary, showed signs of improvement from 2015 to 2016. Thus, for 

example, Russian subsidiaries of Western MNEs with a significant share of locally originated 

costs in their total operating costs were included in the state aid programs, which made them 

eligible for government subsidies. Besides, Russian government representatives became 

frequent visitors of the opening ceremonies of the new MNEs plants and facilities. Thus, in 

2016, Russian government representatives along with the top foreign managers and company 

owners visited 50% of all opening ceremonies, which equals to the level of 2012 and 
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demonstrates a high level of priority that both Russian authorities and Western business 

representatives assign to the mutual collaboration. For example, in 2015 to 2016, opening 

ceremonies of Volkswagen and Wilo, two German subsidiaries, took place with the 

participation of Russian Prime minister Dmitry Medvedev (Gurkov & Saidov, 2017). Likewise, 

the opening of the Mercedes-Benz production site in Esipovo in 2019 was under participation 

of Vladimir Putin and huge media attention, which could result in a gain of reputation for the 

German car manufacturer at least in Russia. 

 

Besides the fact that new production units of MNEs are exceeding those that are closed, the 

distribution of their products to yet untouched regions of the Russian markets is increasing, too. 

Thus, in 2015 to 2016, besides the seven most popular location areas for MNEs their geography 

was extended to four more regions: Tula, Lipetzk, Ulyanovsk, and Samara. According to the 

EY report investigating investment activity in Russian in 2014 and 2015, “Over 50% of 

respondents say that regional authorities are directing more efforts to improving the investment 

climate as compared with a few years ago, and that they are demonstrating a solid commitment 

to create attractive business conditions for foreign investors“ (Ernst & Young, 2015, paragraph 

9). Thus, according to Gurkov and Saidov (2017), one of the newly appointed Russian regional 

governors was persistently asking one of the foreign MNEs “to open something” in his region 

so that he could demonstrate his loyalty to the foreign investors (p. 190). This shows that 

stakeholder management by German organisations below the federal government could be key. 

 

Under these conditions of the sanctions, many international companies became lodged between 

hammer and anvil – on the one side many of them understand all the negative consequences for 

violation of the sanction regime, on the other hand, Russia, despite political problems, 

international limitations and reputational damage still remains a promising partner. In this 

regard, the pragmatic approach to sanctions of the international companies and the way they 

deal with them reflects the real economic situation much better than the statements of official 

representatives from Russian or Western sides. Thus, results of the research conducted by 

Linnikov (2017) aimed at investigating the internal regulations and recommendations of the 

companies operating under the burden of sanctions revealed an interesting implication: Since 

2014 the amount of sanctions has grown so dramatically that MNEs can break some of the 

limitations unintentionally, as it became impossible overview all of them. An unintentional 

breach of sanctions could inherit a reputational risk as it could be seen by regulators or investors 

as a hint of an insufficient compliance system of an organisation (Linnikov, 2017).   
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2.2.7 Summary of the impact of the Russia sanctions  

The sub-sections above provide many insights into the German-Russo relations on various 

levels, German and international business activities in Russia, as well as into the sanctions 

themselves. This background information lead to the relevance of reputation and respective 

risks for German organisations in this context. Before the researcher will focus deeper on the 

issue of reputational risk management, the findings thus far are summarised: There is evidently 

substantial and long-lasting business relations between Germany and Russia, which particularly 

came under pressure in frame of Russian misconduct and the sanctions since 2014. However, 

even products, which have not been sanctioned, suffered an export loss of 12% (Sharov, 2015).  

 

This brings up the question, to what degree a reputational loss, which itself could have been 

caused by a mutual loss of trust, could be the cause for this decline, other decreases of trade and 

for distress in the business relations as a whole. Reputational risks for German organisations, 

which arguably emerge out of existing risks such as legal risks by breaching the sanctions, could 

therefore not only be based on the rogue Russian behaviour but as well by Germany’s sanctions 

politics (Blake, 2019). This will have to be explored during the qualitative research. Further, it 

will have to be investigated, whether there are indeed differences depending to characteristics 

of organisation involved such as business-to-business as opposed to business-to-customer 

companies or depending on the industry, an organisation is located in. Additionally, 

reputational risks are dependent on perspective, as the Russian government and the majority of 

the Russian population consider their own behaviour as justified and the Western sanctions as 

illegitimate. Therefore, the intercultural aspect, which became apparent in the literature review, 

will be explored, too. Finally, issues such as the German-Russo North Stream 2 pipeline project, 

which came under sanctions in 2020, or the engagement of the German armaments 

manufacturer Rheinmetall until 2014 are considered especially sensitive topics among the 

German population and are thus not representative.  

 

2.3 Review of the literature on risk management  

The following section is focused on risk management in organisations in general as well as 

reputational risk management specifically. Further, related topics such as political risks as a 

root cause for reputational risks, stakeholder and impression management are discussed. This 

will provide the basis for deriving the relevance of the research for practitioners and for 

identifying the most critical issues during the subsequent qualitative research.  
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2.3.1 Introduction to risk management in multinational enterprises  

Within risk management there are in general four ways to deal with a risk, once the risk analysis 

including the steps of identification, assessment, and evaluation has been completed according 

to ISO 31000 (2018). This analysis includes the assessment of the likelihood and the impact as 

seen in figure 2.2 below, although both dimensions are difficult to quantify in case of 

reputational risks due to their intangible nature (Eccles, Newquist, and Schatz, 2007). 

 

 

Figure 2.2 Simplified likelihood – impact matrix according to ISO 31000 (2018) 

 

This leads – depending on the individual risk appetite – to the decision as to which of the 

following risk treatments would be chosen as depicted in figure 2.3 below (D’Arcy, 2001): A 

risk can be reduced to an acceptable level (residual risk). It can be avoided, it can be transferred 

(insurance) or it can be accepted, as it is (for some time) (Al-Thani, 2005). 

 

 

Figure 2.3 Risk mitigation measure diagram according to ISO 31000 (2018) 

 

In practice, organisations try to achieve an approximation to calculate the impact and likelihood 

of reputational risks. For instance, organisations can assess their own feedback in social media 

in context with the constant political dispute staged in (social) media, where the host country 

Russia or Russian stakeholders are designated as “evil” or worse, which could reflect on a 

company investing there (Bebbington, Larrinaga, & Moneva, 2007).  

Risk

Avoid

Transfer
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Reduce
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However, the banking industry constitutes an exception. Banks are, according to the Third Basel 

Accord (Basel Committee on Banking Supervision, 2017), obliged to calculate all of their risks 

in order to determine their capital requirements. Thus, the financial industry is particularly 

rigorous regarding risk management. Yet, this comes along with correspondingly high costs for 

their compliance departments. Risk management in companies is usually organised in a three 

lines of defence model, in which risk control and reporting processes are outlined (Daumann, 

2015). A typical example, using Deutsche Bank’s approach is defined as following (Deutsche 

Bank Risk and Capital Framework, 2017):  

 

 The 1st Line of Defense (“1st LoD”) refers to those roles in the Bank whose activities 

generate risks, whether financial or non-financial.  

 The 2nd Line of Defense (“2nd LoD”) refers to the risk type controller roles in the Bank 

who facilitate the implementation of a sound risk management framework throughout 

the organization. The 2nd LoD defines the risk appetite and risk management and 

control standards for their risk type, and independently oversees and challenges the risk 

taking and risk management activities of the 1st LoD. 

 The 3rd Line of Defense (“3rd LoD”) is Group Audit, which is accountable for 

providing independent and objective assurance on the adequacy of the design and 

effectiveness of the systems of internal control and risk management. 

 

As seen above, eventually there will be a remaining residual risk (green fields in the likelihood 

– impact matrix on page 26). However, the risk mitigation up to this level is not always only 

the work of corporate departments in the “2nd LoD”.  It may fall as well under the responsibility 

of the local management in Russia because risks particularly such as reputational risks can 

solemnly be understood with a strong knowledge of local (cultural) conditions (Deutsche 

Bank’s Reputational Risk Framework, 2015). Furthermore, local management is generally able 

to react quickly in case of sudden changes, which could have an impact on business (Chowdhry, 

1999). Additionally, it is increasingly mentioned in latest publications, that modern risk 

management has to deal with uncertainties and has hence to remain flexible in its planning 

(Georgi, 2016).             

 

This is especially true for MNEs, as their risks have a higher variety: Financial markets have to 

be analysed more thoroughly, as multiple markets – not only the German and Russian – are of 

high relevance to these companies.  
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Political developments and diplomatic relationships obviously have to be taken into account as 

well – especially in tense situations such as the Russia crisis. Kobrin (1979) introduced the field 

of risk management in the light of political factors to a broader scientific public. The author 

describes political risk here as the interference of a (usually foreign) government with the 

interests of a company, thus endangering the company’s reputation success its success. This 

can be either based on the consequences of political actions or as direct actions imposed on a 

company or a multitude of companies. In the light of the Russian sanctions, a combination of 

both can be considered: Companies have to deal with the consequences of the political 

developments, whereas they also have to consider the direct and indirect consequences of the 

sanctions imposed as well.  

 

However, John and Lawton (2017) demonstrate that the development of political scenarios is 

difficult, though rewarding as they may become relevant factors in regards to reputational risk 

management e.g. for potential investors. This relevance to decision-makers stands – according 

to the authors – in stark contrast to the approach of many organisations, which underestimate 

political risks. Furthermore, they note that even in our seemingly stable modern society, 

political risks can arise somewhat abruptly, which for instance became apparent by the over-

night annexation of Crimea in 2014.  

 

The great variability of political risks is also showcased by Brink (2004) who uses up to 103 

risk factors and 411 risk factor indicators to describe and measure the various political risks 

with which companies can be faced. Those indicators can be used to predict upcoming risks 

and thus proactively mitigate them. Furthermore, Brink (2004) argues that political 

developments do not affect every company in the same way. Especially their impact on 

reputational risk for a company is strongly dependent on the branch in which it is active, its size 

and uncountable other factors, including the ownership structure as well as the stakeholder 

structure.  

 

This is also in alignment with Giambona, Graham and Harvey (2017) who state that not only 

the actual political and associated reputational risk is of importance to a company and its future 

but also the perception of the risk. Thus, the personality, education, and experience of risk 

managers to assess risks from various perspectives gain importance. The authors, for example, 

were able to show that companies with more risk-averse managers tended to avoid investments 

in potentially politically risky areas.  
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A correlation that was found to be even stronger with less experienced risk managers. Thus, the 

authors concluded that instead of only focusing on the actual risks, it is also key for companies 

to put the right people in charge of assessing and managing these risks and to understand if their 

risk managers’ perceptions of risks are in alignment with what the company strives to be.  

 

Gorbacheva and Sovacool (2015) for example published a study that reviewed the potential 

benefits and risks of investing in Russia’s coal industry with sanctions already in place. The 

study that opened the question whether investment into this industry would be a pain without 

gain shows the wide variety of risks that have to be considered in modern management: Ranging 

from investment performance to air pollution and environmental issues to political risks to 

ultimately reputational risks. Risks like these are put into comparison with possible rewards 

such as the return of investment, acceleration of inventions or a more attractive and modernized 

market. Given the importance of proper risk management, a drastic need for a dedicated risk 

manager or whole risk management department considering important stakeholders, their 

interests, and interdependencies between them could be assumed.  

 

However, Hood and Nawaz (2004) go one step further: Considering how important risk 

management is, it should be part of every management function and not limited to one person 

or department in the company. This would allow a reaction to the results of a risk assessment 

as well as a diversified perspective, which in turn should cover a bigger number of risks. 

Furthermore, with risk management being part of every department it should be better 

implemented in the company’s policies and culture, thus putting a stronger emphasis on it.  

 

2.3.2 Risk management of reputational risks   

Reputational risk, describing the risk that a company’s reputation can be damaged either by 

their own doing or by the doing of others, can be one of the most severe risks (Scandizzo, 2011). 

Scandizzo (2011) argues that reputational risks are not only among those risks that pose one of 

the biggest threats for many companies – especially those who rely heavily on their customers’, 

clients’ and partners’ trust – but also one of those that are the hardest to manage, as even the 

prediction is complicated. The fact that reputation is a complex construct that can only in parts 

be influenced by the company itself and instead is influenced by social dynamics, media 

perception and people’s attitudes, make a professional approach even more important.  
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This is also implied in the definition of reputational risk provided by the Board of Governors 

of the Federal Reserve System (2004): “Reputational risk is the potential that negative publicity 

regarding an institution’s business practices, whether true or not, will cause a decline in the 

customer base, costly litigation, or revenue reductions.” Following this notion, a Deloitte report 

(2014) names as the single most threatening strategic business risk, with 87% of the interviewed 

managers and executives agreeing on this rating. Potential consequences of reputational losses 

range from a damage to the brand value to a loss of revenue. This newer finding which shows 

a broad understanding of reputational risk and the potential damages that a mismanagement of 

this can cause stand in contrast to older findings of Davies.  

 

Davies (2002) describes reputational risk as the one group of risks that is the least understood 

and therefore the worst managed one – even, but not only, in multinational enterprises. These 

Davies describes as very well prepared for other types of threats, such as political or economic 

ones, mostly due to their diversity in regards of branches and their physical spread-out. On the 

other hand, they become more prone to being affected by reputational threats, especially as 

usually with these big enterprises, their fame and popularity are important assets, which 

constitute their ongoing success. At the same time media perception of these plays an important 

role, as media tends to prefer reporting on major companies, which are of higher relevance to 

their viewers and readers.  

 

Another reason why MNEs are put at extra-risk is mentioned by Lee and Vachon (2016). The 

authors name several examples of well-known companies who suffered from reputational losses 

due to events occurring in their supply-chain and supplier networks, which often span several 

countries or even continents in a complex, inter-woven way (Hallikas, Karvonen, Pulkkinen, 

Virolainen, & Tuominen, 2004). The authors reveal by several case studies that higher 

dependency between the connected companies leads to higher exposure to risk: In a tightly 

connected chain, the risks that one of its parts faces become the risk the whole chain faces. As 

a possible solution to this problem it is advised (Ivanov, Dolgui, Sokolov & Ivanova, 2017) not 

to depend on single suppliers, who should follow mutually agreed compliance standards e.g. 

regarding sanctions, but to always have multiple options for each link in the supply chain. 

Preferably, alternatives from different countries can minimise the dependency on the 

development in a single country. Figure 2.4 demonstrates how problems in the supply chain – 

like child labour, inadequate working conditions or a disregard of the environment – can 

influence a company’s performance. 
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Figure 2.4 The relationship between management practices in the supply chain and financial performance (Lee & 

Vachon, 2016) 

 

Lee and Vachon go on explaining, that stakeholders put pressure especially on the MNEs who 

are standing in the centre of the process. While the suppliers’ mismanagement might be 

sometimes publicly addressed, they are often not heavily influenced by a backlash, whereas the 

company who addresses customers and clients locally will suffer from the repercussions more 

strongly. Gaudenzi, Confente and Christopher (2015) agree with Davies (2002) that 

reputational risk is often overlooked or misinterpreted. In their European survey, they found 

out, that while being of high importance, reputational risk management is usually not very 

developed in even big companies. While Gaudenzi, Confente and Christopher (2015) found, 

that many managers are aware of the possible effects of reputational loss, they rarely actively 

approach the subject or invest fairly little time in doing so. This may be partially due to the 

reason that there are so many factors, which negatively or positively affect corporate reputation.  

 

In the light of this complexity, Fombrun, Gardberg, and Sever (2000) have developed the 

reputation quotient model, which considers various dimensions that have influence on 

reputation. The authors had realised that business media such as “Manager Magazine” or 

“Fortune” developed most measurements for a level of corporate reputation. According to the 

authors, these leading business media outlets had the tendency – focusing on CEOs, CFOs, and 

investors – to define corporate reputation mainly based on financial performance of an 

organisation (Fombrun, Gardberg, and Sever, 2000). Thus, they included the dimensions, 

emotional appeal, products and services, vision and leadership, workplace environment as well 

as social and environmental responsibility to financial performance in their model.  
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Yet, the aspect of compliance with legal regulations was neglected. Thus, the model developed 

by Rayner (2003) considering factors creating reputation, comprises amongst other things, 

regulatory compliance e.g. sanctions compliance, which is applicable in this study. 

 

 

Figure 2.5 Factors creating reputation (Rayner, 2003) 

  

Yet, Fombrun, as founder of the Reputational Institute, in turn revised his above-mentioned 

initial model. Meanwhile, the new reputational model – used for the annual world’s most 

comprehensive reputation study (RepTrack, 2020) – shown in figure 2.6 as well includes the 

category of governance, which relates to regulatory topics such as sanctions compliance.  

 

 

Figure 2.6 RepTrak™ Reputation Model (Reputation Institute, 2017) 
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Likewise, the categories workplace (protection of local employees dealing with sanctions 

compliance) and leadership (clear positioning of an organisation) as well as citizenship 

(guidance by good causes for society) are applicable to this study. Hence, the researcher 

considered this model pivotal as far as factors that have influence on corporate reputation are 

concerned, although appreciating that its purpose is to measure and compare the reputation of 

one organisation with another (strategically) and not to manage reputational risk operationally. 

 

Nonetheless, in the paragraphs above the fundamental problem can been seen, that in literature 

there is neither an exclusive definition for “reputation” nor for the factors, which have an 

influence on reputation (Wartick, 2002). Barnett, Jermier, and Lafferty (2006) speak about a 

“definitional landscape”. Thus, the measurement of corporate reputation is as well a challenge 

with various approaches. Walker (2010) in this context described five aspects:  

 

1. Measurement should examine perceived reputation of each stakeholder rather than 

“objective” figures such as market share. 

2. Corporate reputation is an issue-specific, aggregated perception by a set of stakeholders. 

3. Comparisons of corporate reputation need to be extended by many possibilities such as 

competitors, prior reputation, or industry reputation in order to include many perspectives.  

4. Measurement of corporate reputation should include positively as well as negatively reputed 

organisations to have a broader comparison. 

5. The author conducts cross-sectional research arguing that corporate reputation is relatively 

stable and enduring.  

 

 

Incidentally, all these aspects fit well to the nature of this very study as the research focuses on 

the perception of various stakeholders of diverse German organisations that – despite political 

and legal risks – are engaged in Russia in a clearly defined rather narrow timeframe.  

 

Regarding measuring corporate reputation, Pires and Trez (2018) examined its relation to 

performance of an organization. Thereby, the researchers do not come to a decisive conclusion. 

It remained unclear, if a good corporate reputation improves the (financial) performance, or if 

a good (financial) performance improves the reputation of an organisation, or if the relation 

even is reciprocal (Pires and Trez, 2018). In fact, other examined data even suggests that there 

are weak or non-existent relationships between these variables (Gök and Özkaya, 2011).  
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Thus, Pires and Trez recommend analysing the value of companies’ shares to be the most 

appropriate approach, because this would already include the value of intangible resources such 

as reputation that is a multi-dimensional construct (Helm and Klode, 2011).  

 

Yet, in respect to this study, this would limit the research to organisations listed on the stock 

market, whereas the focus should be broader including also NGOs or family owned businesses.  

Nonetheless, the trouble of measuring what constitutes a reputational loss, is described similarly 

in the work of Perry and de Fontnouvelle (2005) who researched the mutual relationship of 

operational loss announcements and the reputational loss of companies. The authors suggest 

that if the market value of the company declines for more than the announced operational losses, 

are an indicator of reputational loss. In turn, the authors did find out that the reputation as well 

influenced by losses, if they were accounted to internal causes such as fraud.  

 

This result stands in alignment with the findings of Pires and Trez (2018) as well as the authors’ 

initial description, that operational loss announcements have an influence on a company’s 

reputation – and thereby in the case of banks, on which the authors focused, on their further 

performance: “disclosure of fraudulent activity or improper business practices at a firm may 

damage the firm’s reputation, thereby driving away customers, shareholders, and 

counterparties.” (Perry & de Fontnouvelle, 2005, p. 1). Furthermore, the authors point out the 

importance of stakeholder relationships and their management when analysing the relationship 

between reputational risks and actual reputational losses. The authors based on these findings 

conclude, that companies – banks, in their example – should focus heavily on the management 

of reputational risk, as this risk can lead to even bigger negative outcomes, and to consider their 

relationships with their stakeholders. Fombrun, Gardberg and Barnett (2000) follow a similar 

notion, when opening their research paper with the question, why companies invest resources 

to doing good. The authors present two lines of thought as answers of this question:  

 

First, investment into social projects and similar agendas can strengthen the relationship 

between the company and its environment or community, thus with some of their customers 

and employees just as much as with some of their stakeholders. Second, investment in doing 

good can also lead to what the authors label the building of reputational capital or the “reservoir 

of goodwill” (Coletti, 2017). This reputational capital, being built up according to the example 

of the “4A” approach by Coletti (2017) as seen below, exceeds the assumption of doing good 

just for the sake of doing good but lead to potential benefits for the company.  
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 The “4A” reputational risk management strategy suggested by Coletti (2017):   

 Awareness: Who are you? What do you stand for? 

 Assessment: What do others think of you? How do you measure it? 

 Authority: Have you gone through a risk framework including top executives? 

 Action: Start to work.   

 

These reputational gains can put a company in better positions for negotiations with the 

government or when charging higher prices for their products. According to Fombrun, 

Gardberg and Barnett (2000) this form of proactive management of reputational risk (described 

as building a reputational capital) lead to reputational gains in several ways – the attraction of 

potential employees as one of them. This stands in alignment with findings summarized by 

Chambers, Foulon, Handfield-Jones, Hankin and Michaels as the War for Talent (1998).  

 

This war for talent, the search for the best talents as employees was mentioned by Powell and 

Dent-Micallef (1997) as conclusion of requirements to modern managements: Employees – and 

their skills and knowledge – today are widely recognized as companies’ most important 

resources, which can strongly influence a company’s success. Thus, finding the right employees 

– and keeping them – becomes a core challenge for managers. Bhattacharya, Korschun and Sen 

(2008) describe companies like Facebook or Google, who understand the value of their 

employees and their relationships to them.  

 

Further, the authors explain the potentially favourable effects of corporate social responsibility 

(CSR) on the reputation of a company. They argue that CSR helps cultivating stakeholder 

relationships serving as a basis for good reputation. Hillenbrand and Money (2007) even argue 

that, when taking a stakeholder perspective, CSR and the reputation of an organisation 

expressed through similar and overlapping corporate behaviours and understood in terms of 

similar and overlapping stakeholder perceptions. This applies according to the authors 

especially for employees and customers. Thereby, the idea is that by doing good and investing 

in activities that make the company more sustainable a company should encounter reputational 

gains – which is in alignment with the work of Fombrun, Gardberg, and Barnett (2002) or Chen, 

Hang, Pavelin, and Porter (2019). Focusing on the effects of reputational losses, the authors 

describe the opposite effects: A company who suffers from a declining reputation can encounter 

different problems, such as declining sales, less access to the financial market –as potential 

financers might be less interested – and a loss of valuable employees.  
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The potential loss of employees seems especially dangerous, as according to Chambers, Foulon, 

Handfield-Jones, Hankin and Michaels (1998) especially the top-talents would be affected by 

this: They are the ones who can most easily chose the company, that they want to work for and 

their know-how is of greatest importance to companies. The importance of these high-skilled 

workers for a company’s success is highlighted by Greenwood (1997), who pinpoints 1974 as 

the starting point of a third industrial revolution, which not only lead to technological changes 

but also to societal ones, influencing the development of incomes. While low-skilled labour 

loses its importance further, high-skilled one is at an advantage also based on its better learning 

capabilities, thus, making high-skilled personnel a key success factor for companies. At the 

same time, it has to be mentioned that while CSR activities are viewed as part of the 

management of reputational risk or as building of reputational capital (Fombrun, Gardberg & 

Barnett, 2000), it should not be viewed as the only measure.  

 

The Forum of Tax Administration by the Organisation for Economic Co-operation and 

Development (OECD, 2020) added two supplementary components to their suggested model 

of managing reputational risks. Firstly, the effective participation of (corporate) 

communications, as they can engage stakeholders, providing assurances but also actively 

shaping public perception of their organisation in order to preserve trust and respect towards an 

organisation. Secondly, the OECD added crisis management to their model because the capacity 

to quickly respond and mitigate a materialising crisis that could affect reputation is crucial. This 

is supported by Coombs (2007) stating that crisis response strategies need to repair the 

reputation, to reduce negative affect and to prevent negative behavioural intentions. In this 

sense, risk management should prevent risks from occurring, while crisis management focuses 

on rapid response strategies should such an event occur (OECD, 2020). 

 

 

Figure 2.7 Components of reputational risk management (OECD, 2020) 
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Yet, this model implies and organisation to possess a sufficiently large communications as well 

as a risk management department that is professionally trained in crisis management. Further, 

the missing aspect of stakeholders management, which is referred to by several aforementioned 

authors such as Fombrun or Walker, make it seem insufficiently complex.  

 

2.3.3 Summary of reputational risk management  

In this sub-section, several influencing dimensions of corporate reputation were identified. 

These include external factors, such as behaviour of suppliers, as well as internal factors e.g. 

CSR or corporate governance, which is relevant in the case of sanctions compliance. Further, 

options to measure reputation of an organisation or the impact of a crystalizing reputational risk 

have been assessed. There is no general approach to this measurement given the many involved 

variables, although a loss of share value or employee satisfaction can be valuable indicators. 

Yet, the RepTrack model is considered by most experts pivotal when trying to measure and 

compare the reputational value of an organisation. Still, this model does not provide guidance 

on how to manage reputational risk. Thus, the researcher analysed two common models – 

Coletti’s 4A and the OECD model – to manage reputational risks. Still, both are not consider 

sufficient for this study due to their lacking aspect of stakeholder management. Based on the 

research of Fombrun, the authors Bahr, Warburton, van Gellecum, and Shapiro (2010) further 

support the notion that different stakeholders differentially emphasised domains of corporate 

reputation. Therefore, the next sub-section elaborates more on stakeholder management. 

 

2.3.4 Stakeholder management as part of reputational risk management 

Generally, the theory of stakeholder management has three different approaches (Donaldson 

and Preston, 1995): Descriptive, normative, and instrumental. The descriptive approach serves 

the purpose to describe existing stakeholder interests (Berman and Johnson-Cramer, 2019). The 

normative approach adds moral and ethical guidelines to the interests of stakeholders (Berman 

and Johnson-Cramer, 2019). The instrumental approach aims at assessing stakeholder interests 

according to the impact on the performance of an organisation Berman and Johnson-Cramer, 

2019). Thereby, the researcher follows the notion that these approaches are not mutually 

exclusive but complement each other (Susnienė and Sargūnas, 2011). Further, stakeholder 

management comprises three important steps (Agle et. al., 2008): The first step is stakeholder 

identification. Secondly, cooperative and competitive stakeholder interests amongst each other 

as well as regarding own interests need to be assessed. Thirdly, these interests have to be 

weighed. In this section, common methods to these steps are discussed.  
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Figures 2.5 and 2.6 below describe the potential relationships of different groups of 

stakeholders and how they can either create an opportunity or how they can threaten an 

organisation by becoming a risk – representing what Fombrun, Gardberg and Barnett (2000) 

describe as the downside of reputational risk. The same stakeholders, which can support the 

reputation of an organisation, can be perilous for example if not managed well.   

 

Figure 2.8 The Upside of Reputational Risk (Fombrun, Gardberg and Barnett, 2000)  

 

Figure 2.9 The Downside of Reputational Risk (Fombrun, Gardberg and Barnett, 2000) 
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Both figures make clear, how important the relationships with the stakeholders are, as was also 

shown by Walker (2010) as well as Pires and Trez (2016) who named stake- and shareholder 

relationships to be a valuable resource in dealing with reputational risk.  

 

They also show clearly that a wide array of different measures has to be used by a company 

when trying to manage reputational risk – while employees and partners might mostly respond 

to one type of measure, customers, media or even activists will have to be addressed in a 

different way. Fombrun, Gardberg and Barnett (2000) describe this on an example of 

pharmaceuticals: As prescription products tend to be complex and of high importance to the 

customers, companies tend to approach these products with caution, making sure to include 

detailed guidelines on how to apply them and which possible side effects might occur, thus 

making them seem more reliable.  

 

Different approaches have to be taken when approaching the media. The authors describe that 

an avoidance of media-relationships can have disastrous effects, naming the example of Royal 

Dutch/Shell, who was portrayed by the media as uncaring but powerful. Thus, the nurturing of 

the relationship with media is suggested by the authors, to establish positive and open 

relationships. The authors conclude their work with the observation, that – as with most forms 

of risk management – the management of reputational risk and the building of reputational 

capital takes time and should be approached before a crisis or a critical event occurs – as only 

over time relationship with the stakeholders can be built.  

 

For MNEs with a supply chain spanning different levels and different countries the situation 

seems even more complex: Not only the own management decision can influence the reputation 

but also the management decisions of companies in the supply chain – that might not even be 

fully known to the own management (Lee & Vachon, 2016). Thus, it is of even bigger 

importance to dedicate time and effort to managing reputational risk, as the span of potential 

threats increases. Multiple ways of addressing potential threats occurring in the supply chain 

are mentioned by Lee and Vachon: Termination of the collaboration with a supplier, who is not 

in accordance with the own goals or values, is presented as one option – depending on the 

power-relationship between the companies – this step can be necessary. This very active way 

of minimizing the risk is put into contrast with the opposite side of the spectrum: accepting the 

risk, a supplier poses. This – according to the authors – has to be done in some cases, when the 

supply chain heavily relies on one supplier that cannot easily be replaced.  
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The stark difference between those two approaches (which only define the ends of the spectrum, 

allowing for a variety of solutions between those two extremes) already clarifies the importance 

of addressing the threat of potential risks in advance. If a situation occurs, in which one supplier 

– that might pose a threat – cannot be replaced or influenced, it can be viewed as 

mismanagement of risk. Gualandris, Klassen, Vachon and Kalchschmidt (2015) propose the 

use of less extreme strategies, such as monitoring or collaboration. While these require more 

resources from the managing side, they can avoid situations in which the choice between 

termination of a partnership versus acceptance of the risk have to be made.   

 

Another challenge with reputational risk and its management is portrayed by Benn, Abratt and 

Kleyn (2016). As the interests of different stakeholders are not always in alignment – or even 

diametral to each other – a company usually is not able to fulfil the interests of all its 

stakeholders at once. Often decisions have to be made, that prioritize one stakeholder over the 

other – without turning this one against oneself. The authors suggest the prioritizing of not 

stakeholders but of stakeholder claims: Instead of only focusing on the question, which 

stakeholder seems to be the most relevant for the company, their claims are analysed, taking 

into account both the importance of the stakeholder to the company and the importance of the 

claim to the stakeholder (Donaldson and Preston, 1995).  

 

A widely used method for assessing the interests of different stakeholders in various dimension 

is PESTEL as shown in figure 2.10 below (Richardson, 2006).  

 

 

Figure 2.10 PESTEL diagram (Richardson, 2006)  



39 
 

Originally the framework only consisted of four dimensions (ETPS; economic, technical, 

political, and social; Yüksel, 2012) but was successively adapted to cumulate in the PESTEL 

model used today (that on top of the ETPS dimensions includes the dimensions “technological” 

and “environmental”), thus covering big parts of the field of sustainability and corporate social 

responsibility.  

 

For a company PESTEL fulfils two basic functions: first, it provides the analysis of the 

environment within which company operates and thus, helps to prioritize the level of influence 

of various factors on the company’s operations and second, it provides the company with the 

comprehensive information in different areas, which can help to foresee future complications 

or open up potential opportunities for further development (Yüksel, 2012). The PESTEL 

framework is considered an effective tool for understanding which aspects are crucial for 

consideration for the companies willing to fulfil their stakeholders’ demands in order to build 

reputational capital. By analysing specific political, economic, social, technological, 

environmental and legal factors, the framework demonstrates that it is imperative to consider 

the context within which the organisation is situated (Yüksel, 2012). 

 

Jacobson (2008) describes the influence of the threat of reputational risk on companies’ 

decision-making on the example of the sanctions against Iran. After the DOT warned, that those 

companies who continue business relationships with actors targeted by the sanctions, would be 

putting themselves at risk too, many banks very soon stopped these relationships altogether. 

Jacobson explains that for banks the public perception and their reputation is one of their key-

assets, so they do not want to be linked in the public eye with such political controversies.  

 

Further, Jacobson points out a certain avalanche-effect: as soon as some companies are starting 

to withdraw from a market it becomes increasingly difficult for others not to do the same – as 

the medial and public perception of their non-action might be endangered. This was confirmed 

in an interview conducted by the author with a spokesperson of a bank, confirming that the 

decision was made based on increased reputational risk. The importance of reputational risk in 

company’s decisions to stop doing business with countries or organizations targeted by US 

sanctions is also described by Kittrie (2008), who also names the example of banks, afraid of 

losing their key asset – their reputation.  
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Feaver and Lorber (2010) describe these kind of sanctions as reputational financial sanctions, 

used by the US to threatening the reputation of legitimate institutions such as banks, if they 

decide not to comply with suggestions made by the US government. Thus – according to the 

authors – an opportunity arises for the government to control the actions of private companies 

indirectly by putting pressure on them, without actively forcing them. This is especially 

valuable when applied to financial institutions, which according to Xifra and Ordeix (2009) are 

among those few branches, where the risk of reputational losses is taken very seriously with 

active measures to prevent or minimize these risks being in place.  

 

Armour, Mayer and Polo suggest furthermore, that banks might be very right when following 

these notions. In a study conducted in the UK, they found that the reputational losses that result 

in not-following regulatory sanctions and similar actions are nine times more severe than the 

losses resulting from governmental penalties, thus making the reputational losses a very strong 

threat to a company.   

 

In the sub-sections above, ways are elaborated to identify stakeholders as well as conflicting 

interests in the context of reputational risk management. Thus, researchers such as Mendelow 

(1991) or Mitchell (1997) do recommend methods to weigh stakeholders and their interests in 

order to determine, which of them are more important. Thereby, Mendelow suggests assessing 

the categories of “power” as well as “interest” a stakeholder has in respect to an organisation 

and to locate this stakeholder on a matrix accordingly, as shown in figure 2.11 below. 

 

 

Figure 2.11 Power / Interest diagram adapted from Mendelow (Mendelow, 1991)  
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Furthermore, he derives four recommended categories for stakeholders represented in each 

quadrant. Following this approach, an organisation should mainly focus on the so-called “key 

players”, which have high power over as well as high interest for another organisation. While 

this matrix provides a good first indication (management overview) of the importance and 

influence of a stakeholder, it can be seen as not sufficiently complex for a deeper stakeholder 

analysis because it leaves more factors contributing to the complexity such as conflicting 

interests of stakeholders aside (Agle et.al, 2008). Especially stakeholders who may possess 

seemingly little power but perhaps a high level of interest – such as non-governmental 

organisations – can become a “key player” by assuming great influence over an organisation 

for instance with the leverage of social media in case of a crystallising reputational risk 

(Wiedman and Buxel, 2005).  

 

Therefore, the so-called PUL diagram by Mitchell, Bradley, Agle and Wood (1997), seen in 

figure 2.12 below, can be considered as an improvement in comparison because it adds by the 

categories of “legitimacy” and especially “urgency” more relevant content and value to a 

stakeholder analysis. By the category “urgency”, the authors appreciate the dynamic aspect of 

time (criticality). Further, they thereby generally recognize that stakeholder relations are subject 

to change, that they are not reflecting the objective truth, and that wilful exercise of influence 

on a stakeholder may or may not happen. 

 

 

Figure 2.12 PUL diagram (Mitchell, Agle, and Wood, 1997)  

 

Legitimacy in this context refers to the aforementioned normative approach to stakeholder 

analysis. 
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It implies that a stakeholder is perceived as socially accepted and acts within expected socially 

constructed norms (Susnienė and Sargūnas, 2011). This diagram as well is meant to support 

managers of an organisation, who are the only ones interacting with all relevant stakeholders, 

in their decision-making by providing them a good overview of which stakeholder needs to be 

actively managed (Mitchell, Agle, and Wood, 1997).  

 

2.3.5 Summary of stakeholder management  

Under the premise of a mixed descriptive, normative, and instrumental approach, the sections 

above have analysed stakeholder management according to the PESTEL model and Fombrun’s 

stakeholder matrix. Thereby, the interdependencies of each stakeholder as well as the relation 

to their own organisation is mostly rather difficult to assess. Further, – similarly to reputational 

risk management – measuring the impact of each of the stakeholders is very complex as well. 

Analysed models such as the power / interest diagram or the PUL diagram provide a solid 

starting point and can be used for management overviews but at the same time create the false 

impression of being in control of all relevant factors. Still, they may not reach deep enough for 

the purpose of this study lacking e.g. the component of impression management as a proxy.  

 

2.3.6 Impression management as part of risk management in the Russia crisis  

Reputational risk management partially depends on impression management (Thompson-

Whiteside, 2018). While impression management usually refers to individuals, the researcher 

argues that this concept applies as well to organisations and countries. In this sense, the Russia 

crisis offers plenty of needs for impression management. Firstly, the impression of Russia is 

characterised by destructive behaviour towards the West (Blake, 2019). Secondly, the sanctions 

have intended and unintended long-term consequences for European and Russian businesses 

(Jones and Whitworth, 2014). John and Whitworth (2014) explain that in the future many 

Russian companies could be trying to look for more independence from Western investors, 

partners, and clients, if they had the impression to be unreliable.  

 

The influence of sanctions on the imposing country’s economy is confirmed by Crozet and Hinz 

(2016). The authors conclude that, while a change in Russia’s policy towards Ukraine by the 

sanctions would be great, the real challenge would be “to reassure Russia and other countries 

that their participation in a global economy structured around American- and European-

dominated financial institutions did not carry with it an unacceptable, implicit threat” (John and 

Whitworth, 2014, p. 27). This can apply for affected third parties, too (Veebel & Markus, 2015).  
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A very intense example of the side-effects of the sanctions is Turkey’s economy, which 

according to Girit (2016) suffered heavily. Heavy “collateral damage” (Bechev, 2016, p. 2) was 

also imposed on Balkan countries – historically strongly dependent on Russia and its economy.  

Additionally, sanctions are usually established very fast and require a proactive risk 

management approach (John and Lawton, 2017). The use of a proactive approach when 

managing risk is also pointed out by Fombrun, Gardberg and Barnett (2000). Programs that 

only spring into action when the crisis already occurred tend to be unreliable and inefficient. 

Thus, it is crucial for a German organisation engaged in Russia to manage their conflicting 

priorities between remaining flexible enough to ultimately even discontinue their business if 

needed but at the same time aim at sustainable business models.  

 

This – among other requirements – demands controlling reputational risk, as most of it is based 

on relationships with different stakeholders, which only grow over time through collaboration 

and nurturing of the relationships i.e. by convincing impression management. A good example 

for the necessity of working on a credible long-term strategy is human resource management 

(HRM) (Gurkov, 2016). Most German MNEs continued their presence on Russian territory, 

continued their investments and – as the author points out – continued to be having good 

relationships with their local stakeholders, including the local governments and the employees.  

 

However, the author described HRM as the biggest challenges for subsidiaries of MNEs in 

Russia. The author raised the question whether permanent job contracts – which offer 

employees stability in their relationship with the company – will remain the dominant type of 

employment contract. He answered the question in 2017, when he found that actually the bigger 

part of companies still focused on having these stable relationships with their workforce in order 

to create the impression of a reliable company and hence maintain or enhance their reputation.  

 

2.4 Summary of the literature review 

This chapter has reviewed both the literature on Russia sanctions and their impact, reputational 

risk management – including stakeholder management – with focus on German-Russo 

relations. It became evident, that the sanctions, which have been imposed due to continuous 

malign behaviour by Russia, had significant influence on the Russian and on the German 

economy. Further, the researcher showed that the actions of Russia, how they have been 

portrayed by Western media, as well as the resulting Western sanctions clearly pose an already 

crystalized reputational risk to German organisations engaged in Russia.  
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Additionally, the literature review provided a solid introduction into reputational risk 

management, impression management as well as to stakeholder management. These lead to 

dimensions that cannot be easily controlled such as risks resulting from suppliers, 

interdependencies between various stakeholders and the difficulties associated with measuring 

reputation. The researcher discussed widely accepted models to measure reputation e.g. the 

RepTrack model (2017), to manage reputational risks e.g. the OECD model (2020), or to weigh 

relevant stakeholders according to Fombrun (2000) e.g. the useful PUL model (1997). 

However, there seems to be no comprehensive model – combining these relevant aspects – that 

is furthermore practically and fully usable in the given context.  

 

Hence, the aim of this research is to develop an own suggested model for reputational risk 

management within German organisation that have been engage in Russia since the sanctions 

were imposed. This model will address the necessity of combining the models of reputational 

risk- and stakeholder management with its difficulties such as measuring corporate reputation 

as well as the influence of involved stakeholders. That is why research is needed to determine, 

which exact reputational risks occur in this context and accordingly which stakeholders are 

perceived by what kind of German organisation as most important.  

 

When comparing the results of bodies of literature, it seems that the question, whether 

reputational risks is a category on its own or is a risk resulting from other risks such as legal 

risks, has been answered in favour of the second option. However, this still has to be examined 

in the qualitative research amongst other research aims as part of this thesis, including:  

 

 What are the implications of the sanctions on German organisations? 

 Who is responsible for managing these implications in an organisation, including 

operational risks? 

 How are these operational risks emerging from the sanctions managed? 

 Which reputational risks emerge in Russia or in Germany involving which stakeholders, 

how are they measured and eventually mitigated? 

 

In the next chapter, the methodology of this qualitative research thesis will be discussed. 
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Chapter Three: Research methodology  

  

3.1 Introduction 

This chapter considers research methodologies and discusses the chosen approach for this 

research. Furthermore, the ethical considerations as well as potential biases are discussed. All 

those steps are crucial to ensure that the correct and most effective research method is utilized 

to accomplish the required level of generalizability, reliability and validity (Saunders, Lewis & 

Thornhill, 2012). 

  

3.2 Research philosophy and approach  

3.2.1 Research paradigm, ontology, and epistemology   

The research paradigm could be more precisely defined as the philosophical framework that 

gives guidance on how scientific research should be conducted (Collis, 2009). Further, the 

research paradigm can be divided into three premises: the ontological, epistemological as well 

as methodological premises (Denzin and Lincoln, 2005). The ontological premise represents 

the pure existence as well as the nature of reality. The epistemological premise is about valid 

knowledge and analyses, how nature relates to notions such as truth, belief and justification. 

The methodological premise tries to give an answer to the question, how reasoning can be 

acquired best (Bryman and Bell, 2007). Before the researcher decides on the research paradigm 

for the thesis, the research paradigms of interpretivism (or anti-positivism) and positivism are 

explained based on their ontological, epistemological and methodological premises.  

 

Interpretivism presumes that a strategy is required that takes differences (of behaviour) between 

societies or individuals and objects of the natural sciences into consideration. The researcher 

has hence to contemplate about the objective meaning of behaviour and facts (Bryman, 2007). 

The epistemological premise of interpretivism assumes that the validity of knowledge is relative 

and that researchers cannot separate themselves from their recognitions. The ontological 

premise of interpretivism postulates that reality is constructed and that knowledge itself is 

relative. The methodological premise of interpretivism is in general linked to an inductive 

research process, meaning that conclusions can be drawn from particular examples or 

empirically from observed reality (Gill, 2010). 

 

The ontological premise of positivism is the social world functions according to definite and 

objective laws (as nature laws) that can be completely understood (Collis & Hussey, 2009).  
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The epistemological premise of positivism is that valid knowledge is created by empirically 

derived data generally using a deductive approach (Jonker & Pennin, 2010). The researcher did 

not feel those premises are appropriate for the research topic because of the human factor within 

reputational risk management. Therefore, the favoured research paradigm is interpretivism.  

 

Within the criteria of theories and hypothesis, interpretivism is based on theories derived from 

behavioural patterns. Conceiving hypotheses would be irrelevant to answer the research 

questions, as the researcher primarily uses reliable information to describe the status quo and 

then use human sources for interviews, which leads to the third criteria. Therefore, also for the 

second criteria, the interpretivism research paradigm seems to be appropriate. Regarding the 

third criteria, the interpretivism paradigm relies mostly on qualitative data. The question of 

sample size is in this case related to the number of individuals, who are going to be interviewed 

by the researcher (Creswell, 2018).  

 

For the interpretivism paradigm, it is sufficient to use data from few or even single source to 

draw conclusions, if the sources are adequate (Mason, 2010). Therefore, the researcher relies 

on interviews with experts from numerous organisations (data collection methods are explored 

later in section 3.5). The last criteria of location is related to the setting of the research. A 

research underlying the interpretivism paradigm is independent in choosing the location 

(Mason, 2010). The research in this case is targeted to be undertaken within various 

organization in order to achieve validity but covering only a relatively short period of time 

(cross-sectional approach) in which the main body of the sanctions is still effective. Based on 

the above-mentioned criteria the favoured research paradigm of this thesis is interpretivism. 

 

3.2.2 Phenomenological approach 

The interpretivist approach can be extended by the concept of phenomenology. Phenomenology 

concentrates on the actual experience of individuals and is a philosophical approach to 

understand the environment by how it is perceived or interpreted by certain individuals (Smith, 

Flowers, & Larkin, 2009). In this thesis, the risk appetite of individuals ranging from risk 

seeking to risk averse became often times apparent. Hence, the researcher had to take these 

attitudes, perspectives and the relationships with the surrounding environment into 

consideration, in order to fully understand the complexity of decision-making arguing that 

guidelines, policies or official language regimes disseminated by organisations or companies 

are not adapted one-on-one but are interpreted by the individual employee.  
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3.3 Choice of methodology  

As described above, methodology is based on ontological and epistemological assumptions. 

The decision whether a quantitative or a qualitative approach should be used depends on the 

research subject and the philosophical orientation (Atteslander, 2010). Dixon-Woods (2011, p. 

336) amplifies “that the critical determinant of a choice of method, when conducting a review 

of literature involving qualitative research, is the nature of the research question to be 

addressed”. On the basis of the philosophical approach of interpretivism the selected 

methodology for this thesis is mono-qualitative as opposed to multimethod qualitative. 

 

There are two reasons behind this decision. The first main justification is that qualitative 

research empowers a researcher to conduct in-depth analyses and opens up the opportunity of 

discourses with the interviewees (Diekmann, 2010; Raithel, 2008). In such a discourse, a 

researcher may obtain significant first-hand facts about the implications of the sanctions and 

important background information about how organisations (centralised and decentralised) deal 

with occurring risks. This allows developing a better understanding of specific perspectives and 

challenges “on the ground”. Additionally, qualitative research enables the exploration of to date 

unknown aspects, procedures or solutions, which is one goal of the thesis (Weischer, 2007; 

Diekmann, 2010, Gläser & Laudel, 2010; Mayring, 2010).  

 

The second reason to choose qualitative research is due to the sensitivity of the subject of Russia 

sanctions in general and reputation specifically (Gephart, 2004). Therefore, the researcher 

intended to build trust during the interview and then to learn about the individual perspective 

and experience of the interviewees (Taylor & Bogdan, 1998; Diekmann, 2010; Helfferich, 

2011). According to theory, perception and behaviour of employees involved in risk 

management are extremely dependent on their individual situations and attitudes (Giambona, 

Graham and Harvey, 2017). Therefore, it is important to comprehend the environment by how 

it is experienced by the experts. This understanding leads to individual points of views, which 

can be described and analysed accordingly (Gläser & Laudel, 2010). 

 

In contrast to that, a quantitative research approach permits testing of the derived aspects from 

the literature review – especially in respect to financial or macro-economic factors. However, 

it would not offer the chance to capture the complexity of reputational risks to identify 

additional aspects. Another reason to reject a quantitative methodology in this case is the 

required number of respondents.  
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Even if incentives were used, the response rate of around 20% (Diekmann, 2010) would require 

an amount of around 2,000 identified appropriate respondents when taken a number of around 

400 required responses as a basis (Mayer, 2009; Kauermann and Küchenhoff, 2011). Yet, as 

mentioned above, reputational risk management in the context of the Russia sanctions is a very 

sensitive topic for most people involved, so it seems unlikely to acquire such large sample size. 

 

3.4 Research strategy  

An appropriate research strategy should be a logical result of the problem formulation (research 

subject) also taking respective circumstances including constraints into consideration (Taylor 

and Bogdan, 1998). Therefore, the researcher assessed various research strategies. One option 

comprised of action research. That is an iterative process of numerous circles of planning, 

taking action and assessing in a specific context in order to endorse organisational learning 

(Saunders, Lewis & Thornhill, 2012). This strategy thereby actually influences the research 

subject and its circumstances by inducing a new factor or altering one parameter and then 

observing the outcome. Action research could not be used in this thesis, as it is appropriate to 

investigate continuous processes in which the researcher would have had to be involved.   

 

Another option is the grounded theory methodology. It seeks to discover or even create a theory 

rather than to describe or apply the existing theories using interviews or observations (Saunders, 

Lewis & Thornhill, 2012). This strategy did not seem to be applicable since the aim of the thesis 

was to identify risks and mitigation measures already in use regarding Russia sanctions. 

 

The eventually preferred option to answer the research question is a case study including semi-

structured expert interviews. This approach will be justified in the section below.  

 

 

Figure 3.1: Diagram of applied research process  
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3.4.1 Case study  

A case study is the act of extensively exploring something in particular, with the aim of 

amplifying one’s understanding of the research object (Ruddin, 2006). Furthermore they are 

considered to be a “very worthwhile way of exploring or challenging an existing theory” 

(Saunders, Lewis & Thornhill, 2012, p. 180) and practical to prove hypotheses or discover new 

phenomena (Yin, 2014). Additionally, case studies are a favourable strategy if the researcher 

has virtually no control over events and when the focus lays on contemporary phenomenon 

within a real-life context (Yin, 1994), which is true for this research. Moreover, case studies 

examine a small quantity of examples or even one single case in order to understand the 

dynamics within an organisation such as specific processes or approaches in depth (Yin, 2014) 

in a relatively small controlled environment (Tsang, 2014). Baxter & Jack (2008) claim that a 

researcher, using a case study, can gain an understanding of a contemporary phenomenon that 

is influenced by the natural occurring context within which it is situated. Thereby, the research 

object is not isolated from its context but rather is of interest exactly because of its relation with 

the context (German organisations in sanctioned Russia). Hence, the interpretivist research as 

well as the interview-based approach was chosen.  

 

As far as the selection of the case is concerned, Yin (2014) clearly recommends a purposeful 

choice rather than a random one. The researcher has decided in this case to select a single case. 

That being reputational risks for German organisation engaged in Russia in times of Western 

sanctions. Thereby, the focus on German organisations is justified – besides the lack of existing 

research, as described in chapter 1 and 2 – by the fact that Germany is one of the sender 

countries and because of the historically unique Russo-German relationship (Forsberg, 2016; 

Kundnani 2015). In this sense, this single case study is a revelatory case. According to Yin 

(2014), a revelatory case allows observation and analysis of a phenomenon inaccessible to 

scientific investigation. It is applicable to this research, as the sensitivity of the sanctions topic 

especially in Russia, where they are considered illegitimate, in conjunction with the delicacy of 

corporate reputation as perceived by various stakeholders requires personal expert interviews.  

 

As described above, the purpose of this kind of research is to extract knowledge and experience 

of individuals in frame of a brief interview, an online questionnaire or a discussion on a specific 

topic (Jansen, 2010). Stake (2010) refers because of this specific nature of case studies about 

“particularization“ instead of generalizability in this context. The researcher further elaborates 

on the aspects of particularization in sub-section 3.6.3. 
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Saunders, Lewis and Thornhill (2012) as well as Stake (2010) focus almost exclusively on 

qualitative studies – e.g. expert interviews. Thus, the researcher decided to follow a qualitative, 

in-depth interview approach. The scientific reasoning for the applied approach is to examine a 

number of particular cases of mitigation of reputational risks in regards of the Russia sanctions. 

Within this context, differences and similarities of understandings and behaviours within a 

distinct group of a certain population based on – in extreme cases – one to fifty semi-structured 

interviews (Jansen, 2010) are examined. In this research, unrelated and independent people 

from various industries, organisations with different functions and levels in the hierarchy 

(lower, middle and top management) were interviewed. Therefore, a widespread diversity 

within the sample group can be accomplished and will be further elaborated in section 3.6.3.  

 

In regards to the standardisation, the interviews were conducted in a semi-structured way. 

Within a semi-structured interview a few key dimensions, issues, and categories are typically 

specified in advance. Then protocols of the interviews are to be assessed accordingly in order 

to allocate the answers to them. The goal is to identify empirically the predefined factors within 

the answers of the research population. Additionally, this method allows the examination of 

findings in the literature review with an inductive examination of insights from the interview. 

In respect to the above described research strategy, there are two alternative collection 

techniques: focus group or individual interviews.  

 

However, the idea to build up focus groups is rejected because of practical challenges when 

interviewing via telephone, as discussions in a group are difficult to steer from the distance and 

hence time could be wasted elaborating on irrelevant issues (Bryman and Bell, 2007, Wilkinson, 

2011). The researcher decided to choose individual interviews with experts, who can provide 

deep insights into the research subject (Taylor & Bogdan, 1998). Additionally single interviews 

allow the discovery of new and unique perspectives as well as unexpected background 

information or significant interconnections from their own experiences within a flexible setting 

(Risjord, 2014; Saunders, Lewis & Thornhill, 2012; Taylor & Bogdan, 1998; Weischer, 2007; 

Hair, Money, Samouel and Page, 2007). This is essential to answer the research question and 

to understand how to manage reputational risks in the context of the current Russo-German 

relations also taking needs and requirements of individuals into consideration. Furthermore, 

single expert interviews are very much suitable to examine the difference between the 

centralised risk management approaches (second line of defence) from German organisations 

as well as to the decentralised approaches of employees in the business (first line of defence).  
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Interviews can be conducted in a totally structured way, which suppresses the chances to extract 

additional information, or in an unstructured way, which poses the danger not to receive any 

useable intelligence (Holstein & Gubrium, 2011). Therefore, the researcher chooses guided 

interviews with a semi-structured approach to cover the best of the both above-mentioned 

worlds (Flick, 2010; Hopf, 1995; Liebold & Trinczek, 2009; Gläser & Laudel, 2010). 

Additionally, the current state of research (theory) presented in the literature review could be 

correlated with the input from experts (practitioners), which created synergies and new aspects. 

Experts in this context are persons who possess experiences and knowledge due to their 

position, which is not obtainable by everybody (Liebold & Trinczek, 2009; Gläser & Laudel, 

2010). Furthermore, experts in this context need to fulfil the criteria identified in sub-section 

3.5.2. 

 

As explained above, a case study can be characterised as an intensive study, so the researcher 

investigates a small sample but a multitude of variables, which was deemed appropriate in this 

study (Jacobsen, 2002). Additionally, the researcher appreciates the Stake’s (2010) flexibility 

regarding the research design as well as the starting point of the data collection. Especially the 

latter is in line with the researchers’ approach involving pre-interviews outlined in section 3.6.2.  

The summarized research design up to the point of data collection and analysis is indicated in 

the depiction 3.2 below.  

 

 

Figure 3.2: Proposed research design according to the “research onion” by Saunders, Lewis & Thornhill. 

(2012, p.128) 
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3.5 Research population and time horizon 

3.5.1 Research Population  

The basic research population needs to be specified in advance of the research (Kromrey, 2002; 

Bortz & Döring, 2006; Raithel, 2008; Schöneck & Voß, 2005). Additionally, it has to be defined 

whether a relatively small group of experts or a larger group of “affected” individuals should 

be included. Further, it has to be decided if extreme cases – in the context of this study e.g. 

companies of the defence industry – should be considered (Raithel, 2008). The focus of this 

specific research is on experts, who have gained professional experience working within 

sanctions against Russia as described in section 3.2.1. Most probably, the experiences within 

this group were very distinct and deep, as some managers have already been conducting 

business in Russia over a long period. To accomplish a high level of diversity, individuals from 

different industries, organisations, hierarchy levels, functions were interviewed. Additionally, 

when examining a certain subject it is important to consider the time period between the event 

in question and the interviews, although there is no optimal point in time for an interview. 

Various studies show that the capacity for remembering is very much dependent on how 

incisive the incident or experience is for the individual (Waters, Bohanek, Marin & Fivush 

2013). Given these findings, and presuming that the Russian annexation of the Crimea as well 

as the shooting-down of Malaysia Airlines Flight MH17 in East Ukraine, both in 2014, in 

conjunction with the consequential implementation of the Russia sanctions, qualify as such 

incidents, it is fair to assume that interviewees, who have been cooperating with Russian 

organisations since, do still remember many aspects in respect of the research questions.  

 

3.5.2 Inclusion and exclusion participant criteria  

In order to ensure that the sample consisted of homogenous experts with an in-depth 

understanding of the research issue and who could provide key insights, the researcher 

established several inclusion and exclusion criteria (Smith, Flowers, and Larkin, 2009). First of 

all, the participants should have worked at a senior management level in an at least medium 

sized German organisation. This criterion should ensure sufficient expertise and relevance on 

behalf of the interviewee. Furthermore, the respective organisation should have business 

relations with at least one Russian organisation for longer than four years, in order to provide 

meaningful statements regarding the research questions. This applies as well for the third 

criterion that the organisation of the interviewee needs to be affected directly or indirectly by 

the Russia sanctions. Moreover, participants should have been in a position with relevance 

concerning corporate reputation. At best, they should have experience in risk management.  
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Employees in German organisations engaged in Russia but not in any reputational risk 

management would not be included in the study. At the same time companies that export either 

dual use goods, armaments, or weapons systems such as Rheinmetall to Russia, which is 

currently engaged in military conflicts, which is the reason for the sanctions in the first place, 

would not be considered either, as this would distort the results.  

 

3.5.3 Recruiting of interview participants  

Sanctions have mainly a negative impact on the business activities of companies and 

organisations (Portela, 2016). Furthermore, the reputational aspect in this regard is an especially 

sensitive topic. Therefore, the search, as well as the access to individuals who actually are 

included in the target sample group and are inclined to cooperate, was demanding and very time 

consuming. The search strategy was to directly contact organisations by email, which are 

engaged in business in Russia and listed on the website of the German-Russo chamber of 

commerce, think tanks, or newspapers, that have published articles related to the research issue, 

using a generic email addressed mentioned on their webpage often time leading to a corporate 

communications department. In order to increase the response rate, organisations were asked 

via email to identify and name potential subject matter experts, who fulfil the aforementioned 

criteria, which are also described in the letter of invitation that is provided at appendix 9.4.  

 

The employees behind the collective address thus functioned as gatekeepers, which has three 

positive effects: Firstly, the fact that a member of an organisation named an expert increases 

the chance that a participant is the most appropriate and informative interviewee available. 

Secondly, the participant was empowered by the company to speak with the researcher about 

this sensitive issue. Thirdly, there was a high degree of voluntariness involved on behalf of the 

participant, as there is no financial benefit involved.  

 

This increased the chance to gain an interview respondent, who is genuinely interested and had 

relevant expertise in the field of sanctions, risk management, reputation and/ or business in 

Russia. They were therefore more likely to convey knowledge and experience rather than 

simply represent the company line. In order to increase the response rate, contacted people were 

given background information as to the purpose of the research as well as the option to receive 

an abridged version of the complete study. Additionally, once contact to a potential interviewee 

had been established, the researcher exchanged emails with the identified expert to provide the 

chance to clarity further open questions prior to the actual interview.   
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No constraints were imposed in regards to industries where possible interviewees worked 

except the above-mentioned armament industry. The goal was to have a wide array of industries 

and background (triangulation) in order to provide a general picture of the impact of the Russia 

sanctions and not to focus on industry-specific issues (Marshall, 2015). Therefore, the 

participants represent key stakeholders with relevant experience, expertise and respective 

knowledge in the field.  

 

3.5.4 Time horizon  

There are two principal approaches in regards to time horizon within research: a longitudinal 

study examines a group over a long period of time, which allows collecting data on a continuous 

basis, thereby patterns of change become evident (Kumar, 2010). Whereas data collection of a 

cross-sectional analysis focuses on one certain phenomenon or time period (Saunders, Lewis & 

Thornhill, 2012). For this thesis, it was appropriate to choose the cross-sectional approach as 

suggested by Walker (2010) when studying reputations of organisations because research has 

demonstrated that corporate reputation is rather stable and enduring. Thus, cross-sectional 

studies have sufficiently enough value as well as credence (Walker, 2010). Further, this research 

studies the risk mitigation in various organisations and companies in order to accomplish a high 

level of diversity in the context of one phenomenon – the Russia sanctions. Thus, a longitudinal 

strategy in this study would have required not only working with some managers for the time 

being until sanctions are lifted but would require as well the capability to actually interfere into 

the management decisions of the respective companies and organisations, which would be 

unethical and inappropriate.  

 

3.6 Data collection  

3.6.1 Interviews  

In a semi-structured interview, questions developed in advance serve as a frame, whose order 

might be varied during the interview at will (Diekmann, 2010; Helfferich, 2011; Weischer, 

2007). It is crucial to formulate a concept that allows verification of the findings from the 

literature review as well as the discovery of new aspects. Furthermore, predefined questions 

should encourage trust and hence openness of the interviewees (Helfferich, 2011; Liebold & 

Trinczek, 2009). The questions for the interview should function as a guide and should be 

derived from the findings as well as the assumption out of the literature research (Flick, 2010; 

Liebold & Trinczek, 2009).  
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However, a guide should also include further complementing questions to search for additional 

aspects of the research issue and some biographical questions to learn more about background 

of the interviewees in order to better assess the value of their responses (Schöneck and Voß, 

2005; Atteslander, 2010). 

 

In order to develop a guide, the first phase is to create thematic sections for all questions 

(Raithel, 2008). In this study, three thematic sections were defined that cover the topics of 

Russia sanctions, reputational risk management and stakeholder management. These sections 

refer back to the structure of the findings in the literature review. Equally importantly, the 

interview questions were further developed by the support of five interview partners, who can 

be considered experts regarding Russia and/ or reputational risks due to their professional 

knowledge. The function of these interviews are further explained in section 3.6.2. The 

interviewees comprised of experts as follows:  

 

 Two long-term foreign correspondents of German newspapers working in Moscow, 

 One senior underwriter from a major German insurance company offering policies for 

reputational risks, 

 One well-known German professor in business ethics, 

 One legal consultant specialised on Russia sanctions from an US law office who used 

to work in the US Department of Treasury (issuing CAATSA).  

 

Additionally, further recommendations are taken into consideration when designing the 

interview guide. For instance, the key questions are asked in the midst of the interview. This is 

because usually the attention of interview partners grows slowly at the beginning and then 

declines gradually over the time (Diekmann, 2010; Schöneck & Voß, 2005; Raithel, 2008). At 

the start and the finish of the interview, rather simpler questions are asked. Those questions 

comprise of biographical questions and issues that maybe crucial but did not come thus far 

(Diekmann, 2010; Gläser & Laudel, 2010; Bortz & Döring, 2006).   

 

The interview questions are divided into two parts. Thereby, the order of the questions is 

important because the first part (questions 1 - 5) deals with the sanctions in general and serves 

as a door opener to enter the topic. The second part deals with reputational risk management in 

specific (7 - 11).  
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In between as a hinge, the researcher intends to discuss stakeholders, which are relevant both 

from a sanctions view as well as from a reputational risk management perspective. The last 

question provides the opportunity for the interviewee to add further aspects, which seem 

important. The semi-structured interview questions are provided at appendix 9.4. 

 

3.6.2 Pre-interviews and pilot interviews  

The interviews were held in a three-stage approach. Firstly, pre-interviews were conducted to 

collect then current background information, which could not be found in literature. The reason 

for this being that the research intended to facilitate later interviews with first hand aspects as 

opposed to approaching the experts in the target sample with rather theoretical knowledge. This 

comprised for instance atmospheric insights into the German-Russo relations at the time from 

journalists who attended to important events (e.g. opening of new Mercedes-Benz plant in 

Esipovo in 2017 under the participation of President Putin as well as German Minister of 

Economy, Peter Altmaier). Further, the researcher could obtain specifics regarding insurances 

against reputational risks from the senior underwriter as well as background information from 

a the former employee of the US Department of Treasury who then worked as a senior 

consultant in a law firm to advice companies on how to comply with the US sanctions. This 

served the purpose to ensure quality and make adjustments to the questions prior to the actual 

data collection (Diekmann, 2010; Weischer, 2007; Bortz & Döring, 2006). Secondly, the 

researcher conducted pilot interviews. Pilots have proven to be reliable means to check the 

following criteria: significance, tangibility, clearness and lastly adequacy (Mayer, 2009; 

Raithel, 2008; Häder, 2010).  

 

Two pilot interviews were conducted with individuals who were members of the target sample.  

Consequently, few minor alterations were needed in regards to the wording (question 6. 

hierarchy of stakeholders). As both pilots were conducted with a member of the target sample, 

the information gathered were already integrated in the data analysis and facilitated a seamless 

transition to the third stage of actual data collection. 

 

3.6.3 Generalisability and particularisation   

Generalisability describes the method to derive conclusions from examples (for instance from 

a survey) to a general statement. A qualitative study focuses on a specific issue or phenomenon 

in a certain population, of a focused locality in a particular context; hence, generalisability of 

qualitative research findings is usually neither highly expected nor achievable.  
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Further, generalisability of research finding is one of the fundamental problems of qualitative 

research because of missing statistical evidence (Helfferich, 2011). Thus, generalisability in the 

wider context of the case study (German organisations in the context of Russia sanctions) is 

ensured by a sufficient amount of relevant in-depth interviews (Mayring, 2010). This means the 

goal of this study is to achieve generalisability to some degree by the quality of the content 

rather than by statics as with quantitative research (Lamnek, 2005).  

 

Nevertheless, although according to Stake (2010) certain generalisations can be drawn when 

they appear repeatedly in the data, he sees the purpose of a case study in particularisation. This 

means the ultimate goal of case studies is to create a deep understanding of the respective case 

entirely and at the same time appreciating its uniqueness. This is in line with Lincoln and Guba 

(2000) who argue that generalisations do not apply to particulars. Thus, the researcher intended 

not to generalise from “samples to universes” (Yin, 2021) but rather to the wider context of any 

German organisation operating under the conditions of the current German-Russo relations.  

 

Further, coming from Stake’s (1995) statement that the primary purpose of a case study is not 

to understand other cases, Lee and Saunders (2017) claim that anything that constitutes a case 

will have its own unique characteristics. Lee and Saunders (2017) continue that these 

characteristics create unique combinations, which in turn manifest in a broader phenomenon.  

Therefore, the researcher conducted this research under the premise best outlined by Gerring 

(2007) that generalisation and particularisation are to be understood as a continuum, not a 

dichotomy. Yet, to achieve the aim to cover the reputational risks of the Russia sanctions for 

German organisation in depth and at the same time draw generalizable conclusions regarding 

how to manage these, sufficient data has to be collected.  

 

Thus, it has to be defined how data saturation by a sufficient amount of interviews can be 

determined. An appropriate sample size is obviously accomplished, when sufficient responses 

to the research questions have been obtained, which is not a fixed number (O’Reilly and Parker, 

2015). Thus, studies are usually executed gradually by one interview at a time (Helfferich, 

2011; Taylor & Bogdan, 1998). Incidentally the degree of empirical validation, which is 

measured by “theoretical saturation” (Guest, Bunce & Johnson, 2006; O’Reilly & Parker, 2015; 

Francis et al., 2010; Nag & Gioia, 2012; Flick, 2010; Helfferich, 2011) increases with the 

quantity of interviews (Gläser & Laudel, 2010).  
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Saturation in the context of qualitative studies is defined as the level of data collection, when 

no more new pieces of information are obtained and no further contributing issues are detected 

(O’Reilly & Parker, 2015; Marshall, Cardon, Poddar, & Fontenot, 2013; Francis et al., 2010; 

Helfferich, 2010; Flick, 2010). In general, samples in qualitative studies are considerably 

smaller than in quantitative studies but analysed a lot deeper (Diekmann, 2010). Besides, the 

sample size is subject to certain limiting factors for the researcher such as time or cost (Bortz 

and Döring, 2006).  

 

Although, as opposed to quantitative approaches, in qualitative research exist no definite 

threshold for calculating the needed sample size for data saturation, there are certain principles 

to be followed by the researcher (O’Reilly & Parker, 2015; Francis et al., 2010; Guest, Bunce 

& Johnson, 2006; Marshall, Cardon, Poddar, & Fontenot, 2013; Gläser & Laudel, 2010; Morse, 

1995):  

 

 Estimation in advance at which sample size the analysis will require.  

 Definition of the criterion, when data collection should be discontinued.  

 Conducting analysis with a minimum of two independent coders. 

 Disclosure of the research method including saturation criteria and findings.  

 

As far as the required sample size for qualitative research is concerned, there are several 

recognised publications providing orientation. In theory, one qualitative interview could be 

sufficient for example, when there is only one survivor of a devastating incident. Usually, 

derived from the Pareto effect and other mathematical as well as statistical calculations, six 

interviews are enough to extract 80% of the needed information (Guest, Bunce & Johnson, 

2006), while data saturation – defined as 90% of the necessary information – is mostly achieved 

with a minimum of twelve interviewees (Nielsen and Landauer, 1993). Incidentally, that 

minimizes the risk of discontinuing the research prematurely and hence missing important 

content (Guest, Bunce, & Johnson, 2006).  

 

Other sources determine no less than ten interviews as the threshold for accomplishing enough 

diverse information and three more subsequent interviews as a verification that no further 

themes arise (Francis et al., 2010). Further, it might be regarded as unethical to interview more 

participants than needed, when data saturation has been reached and further data would not be 

utilized (Francis et al., 2010).  
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Thus, the researcher eventually defined an initial sample size of ten participants. Yet, observing 

the above-mentioned saturation criteria, twelve participants were interviewed. Further, the 

researcher conducted interviews with experts from different types of organisations (think tanks, 

publicly traded firms, or family owned businesses) as well as companies from various industries 

such as aviation, automotive, energy, finance, IT, or pharmaceutics with so many stakeholders 

to improve both generalisability and particularisation. 

 

3.6.4 Data analysis 

Data analytics does not start after the data collection but has to be included in the planning 

phase at the start of a study, derived from the literature review (Havar-Simonovich, 2012). The 

goal of the actual interview phase is to identify, accumulate and condense aspects as well as 

content in an applicable and apprehensible manner (Mayring, 2010). That content is processed 

by extracting pieces of information from the interviews and converting into “intelligible 

products” (Welman, Kruger, & Mitchel, 2005; Gläser & Laudel, 2010; Flick, 1995).  

 

This structured process is applied to this study in order to answer the research questions. In the 

beginning, the open coding approach is implemented by allocating main codes and sub-codes 

to the extracted data sets of the interviews as illustrated in the analysis chapter in figure 4.1. 

The sub-codes represent a summary of all the issues that were relevant to the interviewees for 

the topic of managing reputational risks. Subsequently, the most substantial statements were 

identified for further processing, for instance, to create overlapping major codes that cover more 

dimensions than one single main code. Finally, the analysis was concluded by assessing specific 

focal points of attention of the interviewees.  

 

The respective results of the analysis process were then critically discussed in comparison with 

the findings in the literature review in order to examine significant factors of reputational risk 

management. This comparison was conducted by the two-phased content analysis approach 

(Atteslander, 2010; Mayring, 2010; Gläser & Laudel, 2010). The first phase consisted of 

analysing the results of the literature research (chapter 2) and clustering respective findings into 

main codes and sub-codes (see beginning of chapter 4).  

 

The second phase comprised an inductive approach by creating and analysing clustered data 

from the interviews (see chapter 4). However, the researcher is following the approach of Stake 

(1995) in this regard, conducting the data collection as well as the data analysis on parallel.  
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3.6.5 Ethical considerations and biases 

Research, especially qualitative studies in a sensitive field such as reputation and international 

relations including intense contact with human participants, requires ethical approval (Wiles, 

2013). Therefore, this study is conducted in accordance with compliance with the Portsmouth 

University Ethics Policy from April 2017 as well as with UK Research Integrity Office 

(UKRIO) Code of Practice from 2009. The ethical approval for this research was obtained in 

advance of data collection.  

 

The researcher uses specifically created letters of invitation, an information sheet about the 

study as well as consent forms. The interview guide is provided on request to respondents. 

Thereby, the voluntary participants are reassured that their information would only be used 

anonymously, about their right to withdraw until the start of data analysis and that their data 

would be kept secure and in strict confidence. The date, location and means of communication 

of the interviews are fixed as requested by the participants (Wiles, 2013). Further, all of the 

interviewees were asked, if they would require a copy of the thesis or an abridged version.  

 

The entire records and transcriptions are retained in an inaccessible drive of the researcher for 

ten years in line with the General Data Protection Act (GDPR) from May 2018. Further, the 

researcher relies on respondents, with whom no professional or personal relationship is 

maintained in order to avoid typical research biases in interviews such as the response bias by 

which the respondents express what the interviewer wants to hear. Finally, the researcher does 

not voice his own beliefs or opinions during the interview and uses as many open questions as 

possible to prevent response biases (Tellis, 1997). Other limitations are described in section 6.5 

of the summary chapter to demonstrate under which constraints the study is conducted in order 

to provide recommendation for further research (Sandberg, 2004).  

 

3.7 Research reliability and validity  

Research quality is typically determined by the reliability, and validity of the research 

(Atteslander, 2010). Precisely, it is determined by the reliability and validity of the used 

philosophy, methodology, and design rather than by the result (Leitch, Hill, & Harrison, 2010). 

Reliability describes the level of reproducibility or if other researchers would achieve similar 

findings on different cases. A high reliability, meaning the exact replicability of the processes 

and the results, is achievable by consistency in the interviews and analysis i.e. constant data 

comparison and use of comprehensive data (Jonker & Pennink, 2010).  
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Validity expresses the level of adequacy of the applied research measures or if they detect, what 

they are meant to detect. Thus, validity ensures that the applied instruments and procedures 

measure, what they are intended to measure (Raithel, 2008; Atteslander, 2010; Kumar, 2010).  

 

3.7.1 Reliability 

Reliability is a degree of consistency when measuring comparable scale items (Kayes, 2005; 

Atteslander, 2011; Raithel, 2008). Although qualitative studies following an interpretivist 

approach could be prone to a comparably low degree of reliability according to Havar-

Simonovich (2012), this study supports reliability with several research elements. Firstly, the 

interview questions are mainly derived from the outcome of the literature review as well as 

from pre-interviews with five other experts regarding the current situation in Russia or 

reputational risk management such as journalists, lawyers, and underwriters as described above 

in sub-section 3.6.2. Secondly, twelve interviews are undertaken despite (expected) data 

saturation after eight interviews had been reached. Further, the scrupulous documentation of 

the research process should ensure the repeatability of the concluded study with equal findings. 

 

3.7.2 Validity 

In the literature, the distinction between five kinds of validity can be found: Construct, content, 

external, face and population validity (Jonker & Pennink, 2010). All of them described below. 

 

Construct validity indicates, how precise and significant the applied instrument and scale is 

(Roberts, Walace, & O’Farell, 2009b; Kayes, 2005). This criterion is mostly adequate for 

quantitative research and can barely be used for the research design of this study. However, it 

is advised to compare several similar studies in order to apply construct validity (Mayring, 

2010). This is achieved by referring to various studies in the same field of research. 

 

Content validity ensures that the perspectives of experts in the respective field of research have 

been taken into consideration (Roberts, Walace, & O’Farell, 2009a; Mayring, 2010). This is 

accomplished by the review of related studies and literature as well as the assessment of the 

current state of research. Still, since the Russia sanctions are still subject to change and because 

the research question addresses undiscovered terrain the results of the research can only be 

compared to the existing literature to some extent.  
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Face validity represents if and how far the chosen methodology of the research measures, what 

it is meant to measure. In this study, the face validity is achieved by a pilot interview serving 

as an adjustment phase prior to the main interview phase, as described in the section pilot study 

above (Jonker & Pennink, 2010).  

 

External validity demonstrates, if the findings of a study can be in general applied to scenarios 

other than those specified in the research design. Although transferability is given on a basic 

level in regards to risk management, the literature review as well as the in-depth interviews are 

rather specific to the Russo-German relationship within the context of the sanctions. Hence, the 

application to other dimensions would require adjusted approaches (Jonker & Pennink, 2010).  

 

Population validity specifies whether results of a study from a definite sample could be a good 

index to another bigger population, which is typically accomplished by the means of 

quantitative research (Kauermann & Küchenhoff, 2011). Nonetheless, key findings are most 

likely to be generalizable by carefully selecting relevant respondents from the population, who 

have similar challenges regarding the Russia sanctions. In addition, the depth of the qualitative 

interviews contributes to the population validity.   

 

In summary, validity in qualitative research means appropriateness of the tools, processes, and 

data (Jonker & Pennink 2010). The research question is valid for the desired outcome. The 

choice of methodology is appropriate for answering the research question. The design is valid 

for the methodology. The sampling and data analysis (including sending transcriptions of the 

interviews to the experts to extend the internal validity) is appropriate (Collis, 2009).  

 

3.8 Summary of methodology 

This study follows an interpretivist research philosophy. Therefore, acquisition of knowledge 

is accomplished by a case study including an inductive (cross-sectional in-depth interviews) 

approach. This chapter defines how the qualitative research is prepared and conducted as well 

as how findings from the interviews are derived for content analysis. The latter is the main 

subject in the next chapter four.  
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Chapter Four: Interview findings and analysis  

 

The following section presents and analyses the findings of the applied research design, which 

was explained in the methodology in chapter three. Central statements with relevance to the 

research question “what can be done to mitigate reputational risks for German organisations 

in the context of the Russia sanctions” are listed as quotes in this section. In total, twelve experts 

have been interviewed. The researcher transcribed the interviews, extracted most important 

quotes and then applied an open coding approach by allocating codes and sub-codes to 

important issues in the collected data as shown below in figure 4.1 or respectively as described 

in the methodology chapter 3. The researcher considered points as being important when they 

were mentioned repeatedly, elaborated upon at length or with great emphasis, or if they were 

attributed with adjectives indicating importance.  

 

 

Figure 4.1 Preparation for content analysis approach 

 

Key findings from the qualitative data collection are discussed to allow similarities and 

differences to be identified as well as the most important takeaways to be postulated. The 

outcome of the analysis provides the basis of the comparison in chapter 5 between the 

qualitative research with the findings of the literature review. The questions that were asked in 

the interviews, which led to the following codes and quotes, can be found at appendix 9.4. In 

general, the researcher focused on the impact of the Russia sanctions on German organisations 

as well as on reputational risk management in the given context. The codes and sub-codes, 

which resulted from the open coding, are listed in figure 4.2 below. 
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Figure 4.2 Codes and sub-codes 

 

 

To provide an overview before getting in medias res, the interviews had the following 

parameters:  

 Twelve interviews with experts, as defined previously, were conducted (including pilot 

interviews but excluding pre-interviews as described in section 3.6.2 with two 

journalists, an underwriter, a lawyer, as well as a professor), 

 The interviews took in total 410 minutes and lasted on average 34 minutes (net time), 

 157 extracts were allocated to seven main codes and 22 sub-codes as seen above. 
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4.1 Responsibility  

At first, the researcher needed to understand who in which organisation is responsible to deal 

with the impact of sanctions as this is not consistent. In fact, the responsibility was located 

differently within almost each organisation. It is important to understand the allocation of 

responsibility because it reflects on the significance of the topic for each organisation. 

Additionally, the way communication regarding the sanction topic is organised shows – by the 

amount of interfaces and reporting lines responsible managers have – how widely affected 

organisations can be. Questions regarding responsibility also included hierarchical aspects 

depending on the qualification, location and position of the respective department or manager.   

 

4.1.1 Responsibility for dealing with sanctions in an organisation 

The responsibility for dealing with challenges resulting from sanctions can lie in various 

departments within an organisation. Six out of twelve respondents stated that the compliance 

department is mainly responsible for dealing with the sanctions, while other departments such 

as finance, risk management, or export control only have support functions. Two respondents 

pointed out that the responsibility lies within the finance department. 

 

“Some of the areas are in direct ownership of the compliance department such as anti-bribery 

and anti-corruption. And there are other areas of compliance which require specific, in-depth 

knowledge like trade compliance, which is part of finance.” 

Respondent 1 

 

Interestingly, only three respondents explicitly addressed the existence of a committee, which 

has been installed in order to deal with political risks such as sanctions and their potential impact 

on the organisation. However, usually there is a shared approach between finance and (trade) 

compliance depending on the distribution of the competences in this respect. Furthermore, it 

has been argued by all of the interviewees that – in cases when the local business in Russia was 

not in charge already – a strong cooperation with local business would be needed to cope with 

the sanctions and to evaluate their repercussions in conjunction with local regulations.  

 

“We have this local Russian trade compliance officer since a while and this person is visiting 

conferences and meetings of associations where information, knowledge, and best practices in 

regards to the sanctions and their development is shared within our organisation.” 

 Respondent 8 
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Due to the growing complexity of sanctions regimes, especially when an US nexus is given by 

competing interest of German organisations in America and a sanctioned country, companies 

seem to focus increasingly on early detection and prevention through the use of political 

departments or political advisors of consulting companies as the following quote illustrates: 

 

“My impression is that at the moment many bigger companies are thinking about starting to 

set up divisions watching for political risks in the broad sense, not just sanctions.” 

Respondent 7 

 

Further statements about the shared responsibility as well as the various locations of the lead 

function within an organisation to deal with sanctions are stated in the chart 4.3 below.  

 

 

Figure 4.3 Responsibility for dealing with sanctions in an organisation (sub-code 1.1) 

 

4.1.2 Responsibility for communication  

In respect to quickly changing sanctions, it is important to communicate timely and actionable 

information throughout an organisation. The constant information flow from outside the 

organisation, for example from authorities, which is partially automated in over-night 

screenings, through the responsible departments to the business units has to be well 

orchestrated. Eight out of twelve respondents stated that the compliance department – supported 

by the communications department – would be responsible for the communication. In the other 

cases finance or trade compliance is responsible, while compliance only provides the general 

framework, which have to be filled with relevant content, reflected in this comment:  
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“The procedure itself is not very detailed. It does not define the “how” but the “what”. This 

is mandatory to be transferred into binding local SOPs.” 

Respondent 1 

 

The interviewees mentioned several means of communication to inform about the development 

of the sanctions and to create awareness. They comprised of a mix of conference calls, 

newsletters sent by email, intranet article, e-learnings and employees functioning as multipliers.  

 

“We have procedures and rules about sanctions and about what should we be aware. 

Additionally, we have some e-learnings.” 

Respondent 9 

 

 

Figure 4.4 Responsibility for communication (sub-code 1.2) 

 

4.1.3 Analysis of responsibility  

This sub-section regarding responsibilities has shown that often there is one designated manager 

responsible to deal with the sanctions, while this person has to work in a matrix with many 

other departments to fully cope with all potential impacts. Additionally, a quick and reliable 

way of communicating internally as well as externally is vital, in order to adapt quickly to 

constantly changing sanctions regimes. Responsibility to deal with the sanctions may only lie 

within one department with the biggest legal expertise e.g. the compliance department. 

However, it is highly recommended due to many interdependencies to consult other involved 

departments. Moreover, local entities of the affected country i.e. Russia, should be integrated 

into a holistic risk management approach. Finally, it is beneficial to incorporate the political 

department or, if missing, external political advisors. This serves the purpose to develop 

foresights, which then are helpful to develop solutions quickly, when sanctions are implemented 
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on short notice. Additionally, communication of relevant information with respect to the impact 

of sanctions should be conveyed by the same department, which is overall in charge of dealing 

with the sanctions. This includes the demand for external communication as well as internal 

communication both using a mix of means of communication. 

 

4.2 Operational risks resulting from the sanctions  

This sub-section focuses on operational risks for German organisation emerging from the 

Russia sanctions. They mainly comprise secondary sanctions, uncertainty, and resulting over-

compliance. Each of the following operational risks are important to analyse as reputational 

risk, which are examined in the sections 4.4 and 4.5, may result from them.  

 

4.2.1 Secondary sanctions  

All twelve participants stated that the greatest risk would be drawn from secondary sanctions 

against an organisation, imposed by the US, prompted by ignoring or breaching sanctions. This 

risk is emphasized if the respective organisation has either significant business in the US or 

when American citizens, components, or capital is involved. 

 

“As you can imagine, the biggest risk is the sanctions from America due to our business in 

North America. We would be highly touched by them. And it is most important to keep in line 

with the sanctions.” 

Respondent 4 

 

“And when it comes to a situation where we have an US nexus, then we have to look very 

carefully on this project.” 

Respondent 11 

 

The fear of secondary sanctions not only stresses existing business relationships but also leads 

to situations where opportunities are not pursued by companies, as described by respondent 9.  

 

“But we also had some business opportunities in Russia. We had some machinery companies, 

since we are an industrial engineering company, and we were thinking of potential contract 

because the demand was very, very big. But then the company was sanctioned and we did not 

proceed the deal.” 

Respondent 9 
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One consequence, which arises when reducing the risk of secondary sanctions, is that certain 

goods have to be tracked. The reason for this proceeding is to avoid products being delivered 

to the disputed Crimea region. Additionally, if products made their way somehow through non-

sanctioned countries affiliated to Russia such as Belarus, it can be proven by the producing firm 

that they have not shipped the respective products to an embargoed country. 

 

“And what we than implemented is even a number tracking of all products which were 

produced worldwide, so that we are able to investigate, who sold in such a case to Crimea or 

which of our Russian partner sent things to Crimea. […] And it is like water. The products will 

find their way.” 

Respondent 4 

 

A further important aspect that has been mentioned by three respondents is, that the Russians 

acted very quickly annexing Crimea, which meant that affected German organisations engaged 

there were forced to react quickly too.  

 

“When Russia annexed Crimea, we saw that Russia actively changed the pharma regulations 

for this region. So they fully applied overnight the Russian laws and regulations.” 

Respondent 1 

 

4.2.2 Uncertainty  

Uncertainty is generally perceived as a risk to business as it could force organisations to reduce 

production, investments, and employee compensation. This applies in particular to large 

projects involving a lot of capital and that consequently are characterized by a high level of 

irreversibility. Thus, six out of twelve respondents argued that uncertainty resulting from the 

complexity of the EU/US sanctions in combination with Russian legislation poses a major risk.  

 

“So, for us it is even more challenging to have the aspect of conflict of norms or conflict of 

laws. We have a company in Russia, which bound to Russian Law. And it is pretty difficult to 

convince them that they have to obey to US sanctions, which might be an offence according to 

Russian law. So we cannot apply an one fits all solution. We are then advising peer to peer.” 

Respondent 6 
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The complexity is mainly hallmarked by vast grey areas between what is allowed and what is 

prohibited by the sanctions as well as local Russian legislation. The uncertainty can also be 

emphasized by the fact that sanctions might be sometimes ratified but not actually implemented 

or only announced by not ratified or once ratified they may change rather quickly.   

 

“Especially this grey area, this uncertainty, is a risk you have to take, when you want to do 

business in Russia. And this is obviously very challenging and is a question of your corporate 

culture.” 

Respondent 7 

 

Another aspect related to uncertainty is that companies have in certain cases to apply for a 

business (transaction) with US governmental authorities. These application processes may not 

necessarily be decided one way or the other but could remain pending over an extended time.  

  

“Because sanctions don’t always mean that something is forbidden or prohibited but 

sometimes outline license requirements. So when you apply for those licenses you have to 

describe the authorities your business case and the transactions you are about to do. And then 

you are hoping for the license but sometimes the authorities do not react. You apply and they 

do not respond to your application and request. And then you are coming back to the 

authorities after some weeks or months and ask for an update and they tell you, “sorry under 

the current situation we will not reject your application but aren’t able to issue the licence to 

do your business transaction either”. So they actually push you into that grey area.” 

Respondent 5 

 

Most of our colleagues are uncertain about what is allowed to do and what is not allowed. 

And when it comes to an US nexus the complexity becomes more and more. And therefore 

uncertainty is also rising. 

Respondent 11 

 

4.2.3 Over-compliance  

Over-compliance has been mentioned by six out of twelve respondents as a risk resulting from 

uncertainty as well as from low risk appetite by financial institutions, which evaluate their 

customers with great scrutiny in frame of “know your customer” initiatives. Especially the 

current, complex sanction US/EU regime including many international interdependencies 
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amplifies this phenomenon. Therefore, sometimes even lucrative and legally allowed business 

opportunities of German companies in Russia remain unpursued. 

 

“It was a very nice experience early this year, when I attended to the “Deutsche Export 

Kontrolltag”, which is organised by the “Bundesamt für Wirtschaft und Ausfuhrkontrolle“. 

And the Head of Compliance of Deutsche Bank made very clear in front of the whole 

audience that the politicians are using the banks as a very strong instrument in their political 

strategy to implement sanctions or their interests.” 

Respondent 1 

 

“We have experience it sometimes that business partners in Russia were not sanctioned yet, 

but the banks already did not want to accept the payments. Which is just an overcautious 

position.” 

Respondent 9 

 

A further aspect in regards to over-compliance was brought up by three respondents. They 

stated that German companies often cannot rely on political backing and therefore, when in 

doubt, often discontinue existing business relations or are hesitant to establish new ones. 

Whereas especially American and Chinese companies are allegedly well supported by their 

governments – particularly when it comes to political risks such as sanctions –, which could be 

a significant competitive advantage in comparison to German organisations as stated below. 

 

“Sometimes Germany and German companies tend to over-comply. At the same time you 

sometimes have the feeling that e.g. US companies have a much more brave attitude and also 

maybe confidence that if they enter into any deals, the US government will help them.” 

Respondent 2 

 

Other companies in China for instance have the backing of their government and for that 

reason they have certainly an advantage. Also, the US have protection of their interests […] 

and it is difficult for us as a foreign company to comply to the non-transparent US 

requirements. 

Respondent 5 
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Figure 4.5 Risks created by over-compliance (sub-code 2.3) 

 

4.2.4 Miscellaneous risks 

In this sub-section various risks are addressed, which neither belong to the above-mentioned 

legally dominated categories nor represent reputational risks. Nonetheless, the researcher 

considers them important as many risks ultimately may lead to a reputational risk. Furthermore, 

these risks should be mentioned for the sake of completeness as well as to put the other risks 

into perspective.  One risk is that certain Russian industries – in this example represented by 

the pharmaceutical industry – try to substitute German products either by producing by 

themselves or by purchasing similar products from other manufacturers in other countries.  

  

“Because the Russians are clever enough to understand their capabilities to manufacture 

pharma products. But of course we do see, but that is comparable to other markets in the 

world, that they try to develop the pharma industry. That takes a long time, for sure. 

However, we see a tendency of “localisation”.” 

Respondent 1 

 

Additionally, suppliers may cease to cooperate due to risks in conjunction with sanctions. 

Another risk is posed by business partners or subsidiaries, who breach sanctions (unknowingly).  

 



73 
 

“There is very often companies –because there are commitments in between companies in one 

supply chain– like suppliers, who ask their customer to sign a declaration. Then these 

commitments are handed over to the whole supply chain. That in the end very often forces 

companies to follow special requirements that might not even be of relevance to them.” 

Respondent 5 

 

“We stopped business with the dealer and stopped delivering any goods to Crimea. But we 

also know that there is circumvention in Russia to do deliveries to Crimea.” 

Respondent 10 

 

“The main challenges of the Russia sanctions is that there are no clear entries like a name list 

or a no-flight list. So, a deep assessment is required to understand the nature of business.” 

Respondent 11 

 

4.2.5 Analysis of operational risks from the sanctions 

This sub-section elaborated on operational risks of the sanctions. Secondary sanctions –

specially by the US – have clearly been identified by all participants as the main risk. Although 

this risk has not materialized for a German company yet, Siemens has almost suffered under 

this risk when three of their employees had been investigated because turbines had been 

unknowingly transported to Crimea, which was widely discussed in media and hence it included 

a reputational risk (Reuters, 2018).  

 

Therefore, the aim is to avoid or discontinue business opportunities, which seem to be prone to 

the risk of secondary sanctions. Further, this risk mitigation strategy leads to the obligation for 

manufacturers as well as logistic companies to track their goods in order to be able to prove 

they are not responsible in case goods end up in areas, which are prohibited by sanctions. This 

applies partially also to their supply chain. This risk averse proceeding may lead to over-

compliance or risk avoidance instead of risk mitigation (Al-Thani, 2005), which is a risk in 

itself, as lucrative opportunities may remain unpursued. Therefore, rigorous and continuous risk 

management has to be in place including “know your customer” initiatives. The better risks 

resulting from sanctions such as the above-mentioned risks, reputational risks or the risk of 

being substituted as a client are known, the quicker that adaption is possible. This is aggravated 

by the fact that sanctions may be kept vague on intention, that they are implemented rapidly, as 

well as by the fact that German organisations apparently do not enjoy the same level of support 
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by their government as their competitors from the US or China do. Further, a holistic risk 

management, which seemingly comes along with the costs of being partially over-compliant, 

allows an organisation to create certainty in their own sphere of influence. This is crucial in the 

context of a sanctions framework, which is by almost all interviewees described as a grey area 

of uncertainty. In the end, the existing risks challenge organisations vigorously to make 

decisions consciously against or for a certain business. Further effects of the above-mentioned 

risks to reputation are described in section 4.5 

 

4.3 Stakeholder management 

As described in the literature review, there are various stakeholders to be considered by any 

organisation, when it comes to reputational risks. Depending on the type of an organisation, the 

perception of the importance of a stakeholder may alter tremendously. In the first sub-section, 

the main stakeholders as seen by the interviewees are mentioned. Then, section 4.3.2 is 

dedicated to the ranking of the stakeholders, while the third sub-section shows the influence of 

characteristics of an organisation, such as size, family-owned vs. publicly listed, business to 

business vs. business to customer on the perception of stakeholders.  

 

4.3.1 Main stakeholders  

Investors and shareholders, which were mentioned by all interviewees, have to trust the 

functionality as well as the reputation of an organisation in order to invest their money. Thus, 

organisations have to prove their resilience against risks such as reputational risks. Further, 

shareholders usually have a desire that their interests pay off in long-term. Hence, reputational 

risks once materialised are especially delicate as they can be traced on the internet forever. 

 

“If you for example look from an investor’s perspective, you can wonder or suspect that there 

was a sanction’s breach then you could wonder is the compliance in this company working 

overall, do the internal processes work?” 

Respondent 7 

 

“Some reputational risks they come and go. And from a media perspective anyway, they can 

be quite short-term. But reputational risks can be driven from NGOs as well and then they 

can be longer term. For example institutions that are involved in environmental activities or 

in industries such as defence that sort of thing.” 

Respondent 3 
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Customers as a stakeholder group in regards to reputational risks were explicitly mentioned by 

only six of the twelve interviewees. One respondent even referred specifically to a reputational 

risk index published in the annual report of the company including many factors under which 

one is customer satisfaction in B2B and B2C relations.  

 

“This includes the measurements of certain stakeholders such as NGOs, customers, political 

actors, shareholders and others.” 

Respondent 12 

 

The general public, which incidentally represents (potential) customers, (potential) employees 

and their dependents and includes opinion leaders, was mentioned explicitly by six of the twelve 

respondents. However, there was mostly vague information given about their significance, most 

likely due to the diversity of this stakeholder group. The most relevant point, derived from the 

diversity of the public, was mentioned by respondent 11, who pointed out, that the public 

opinion might stand in stark contrast to the view of their own government.  

 

“Also, I think that there is a clear conflict between some stakeholders like the government on 

one side and the general public on the other side. When it comes to sanctions to Russia (…) 

we face different demands. From the politicians: They require many big German players to be 

more active (…) and there is a general public who is –at least from my perspective– 

especially recently more reluctant, when it comes to German companies (…) because of the 

human rights debates.“ 

Respondent 11 

 

NGOs and activists were mentioned by four respondents, who stressed their importance clearly. 

NGOs, which are very much aware of the value of reputation due to their dependency on 

donations, were said to function as a catalyst for any publicly lead discussion; particularly when 

they engage in social media amplifying their views. 

 

“Civil society groups (…) are very important to us because they care a lot about our human 

rights responsibility. A NGO would become for example in case of any act against political 

sanctions a certain risk to our company.” 

Respondent 12 
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Governments and regulators were mentioned by three respondents as main stakeholders in 

respect to reputational risks. This includes politicians of all countries involved. Additionally, in 

Russia a good cooperation with politicians on a regional (governors) or even local level 

(mayors) is crucial; in particular if production sites exist. The rather special case, where the 

state is incidentally the main shareholder of a company, has not been represented in this study.   

 

“So we need to follow not only the sanctions but other compliance requirements even given 

from the government directly like “Antikorruptionsrichtlinie” (anti-corruption guideline) or 

something. A mash up of all compliance risks can become a reputational risk.” 

Respondent 11 

 

Employees as main stakeholders in regards to reputation were mentioned by five out of twelve 

respondents. However, it is important to distinguish between current employees, who might be 

exposed to a reputational risk or even trigger one, future employees that still would have to be 

hired and might be deterred by a reputational damage of the respective organisation, as well as 

ex-employees, who – in particular if the separation from the employer was not by mutual 

agreement – may be susceptible for amplifying crystalizing reputational risks.  

 

“So, from a Russian standpoint any of these sanctions consider them to be illegal. That brings 

our Russian employees into a critical situation.” 

Respondent 1 

 

“Also employees themselves, if they have to justify themselves in front of their friends and 

family for what the firm does, it does not make the job more attractive.” 

Respondent 7  

 

4.3.2 Ranking of stakeholders 

As stated in 4.3.1 above, there are various stakeholders with potentially contradicting interests 

for any organisation when it comes to reputational risks. Hence, they could be weighed and 

treated differently by each organisation. 

 

“But of course stakeholders could have different views. So a regulator vs. a shareholder vs. a 

government of a country vs. employees (…) For example: If there was a transactions with a 

big company in a certain country, the government of that country would be very pro that 
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transaction. So if we did not go ahead there might be a rep risk. But then on the flipside that 

company could be seen in a negative way by our shareholders or by NGOs.“ 

Respondent 3 

 

“Having said this, we decide on a case-by-case basis, which stakeholder could be affected the 

most.” 

Respondent 12 

 

Additionally, seven out of twelve respondents reluctantly stated that shareholders and investors 

are most important.  

 

“I think in a company structure like ours the shareholders are the most important partners 

that we have in regards to respecting sanctions and to any risks like reputational risks, 

because this has a direct impact on the value of the company.” 

Respondent 10 

 

However, initially, when being asked, there was a broad consensus that a clear ranking cannot 

be undertaken and would almost represent a reputational risk on its own.  

 

“For me, I am not trying to separate them in some kind of ranking. My idea is just not to 

be involved in any business that could be potentially harmful; both economically and 

legally. Especially from a reputational perspective, that is very important to us.” 

Respondent 9 

 

The only clear ranking that was made by both respondents of the pharmaceutical industry that 

humanitarian aid always supersedes other obligations because this is their raison d'être.  

 

“For us it is important to find a good balance between the humanitarian aspect and the trade 

compliance aspect. And if I had to weigh this, I would say it is for us more important to 

comply with the humanitarian “rules” than with trade compliance. So it would be worse for 

us having NGOs demonstrating in front of our HQ complaining about not delivering 

medication to embargoed (sanctioned) countries, because that is our humanitarian obligation 

rather than selling pharma products to Russian oligarchs.” 

Respondent 1 
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But I can tell you that NGOs are very keen to prevent reputational risks, because for them the 

reputation is the base of income. 

Respondent 11 

 

 

Figure 4.6 Ranking of stakeholders (sub-code 3.2) 

 

4.3.3 Influence of size and type of own organisation  

The size and type of an organisation is mentioned in the literature as a main driver behind the 

perception of reputational risks (Brink, 2004). In theory, there is a tendency described that 

SMEs care less about their reputation in comparison to big corporations. Likewise, B2B 

companies supposedly care less about their reputation than B2C organisations (Brink, 2004). 

Therefore, one aim of the study was to confirm or to dismiss this correlation in praxis. However, 

it has to be taken into consideration that there are certain products and services, which 

automatically – regardless of the company size – entail a higher reputational risk, such as baby 

food producers due the highly emotional component. One respondent made the correlation 

between size and reputational risk very clear.  

 

“Many smaller companies […] they will not appear in the media or in the newspapers with a 

big article. You know it is not as if their stock prices would be going up and down, when 

somebody writes something about them. So they have a bit more freedom to take these risks.” 

Respondent 7  

 

Although, this statement can be generally accepted, three interviewees mentioned an important 

exception, because their companies are family-owned organisations. In all of these three cases, 

the respondents insisted that the family members would attach great importance to their 

reputation and that their overall appearance in the media should be as limited as possible.   
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“The company is still owned by the family. And the name of the family is connected with the 

company. So the reputational risk is a very personal topic in this case. And the family does 

not want their name to appear in a negative context in the media.” 

Respondent 5 

 

Additionally, the correlation of business-to-business companies with less exposure to 

reputational risks is not necessarily given, although tight relations to the Russian political elite 

includes a reputational risk as respondent 7 stated. As one interviewee stated, his company –

despite not even promoting their service – has been supporting large-scale sports events in 

Russia, which – in case something would not have functioned properly – could have had 

negative repercussions.  

 

Then, when you are a business-to-customer company, the customers could think that you are 

corrupted by the regime, which is engaged in military aggression. So, there could be the risk 

of some form of boycott. 

Respondent 7 

 

“As you rightfully said, we are only in the B2B sector, but we support large sports events so 

our company name could be mentioned in a positive way or in a negative way.” 

Respondent 8 

 

Further, there are other obvious exceptions depending on the industry of the company, where 

an exceptionally high level of trust on behalf of the customers is involved. These industries 

include pharmaceutical, aviation, and banking industry as exemplary stated by two respondents.  

 

“Especially in an aviation company, it is not easy to find a way to weigh up, what is the work 

of our good reputation and what is the work of our clean trademark.” 

Respondent 6 

 

“You have to see that in the end the biggest risk of our bank is reputational risk.” 

Respondent 11 

 

Additionally, there is an intercultural aspect to be considered, when it comes to reputational 

risks. Some industries such as the gambling industry may have a much stronger reputational 
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risk in some countries, societies and cultures than in others, as the statement of one respondent 

shows very well. This may have the consequence not to invest or to cooperate with gambling 

companies to avoid potentially bad publicity. 

 

“Gambling for example, gambling is an interesting industry, because in different jurisdictions 

there are different rules and different levels for social acceptance for gambling” 

Respondent 3 

 

Another particular case is represented by one interviewee, who pointed out that the industry 

within which a company is engaged may have in general a rather bad reputation already, such 

as the natural oil and gas sector (at least in Germany). This would not make reputational risk 

management obsolete; but on the contrary especially necessary. 

 

“The companies involved in the North Stream 2 project are not in favour of the public opinion 

anyway as the energy sector just has not got a good reputation over all.” 

Respondent 7 

 

4.3.4 Analysis of stakeholders  

Respondents mentioned a wide array of stakeholders, who are important to their reputation and 

hence need to be taken into consideration in the context of stakeholder management. These 

stakeholders include investors and shareholders, customers, the public, NGOs, governments 

and regulators as well as employees. Stakeholders such as suppliers or other business partners 

were not mentioned, which could reflect their perceived (un-)importance in respect to own 

reputation in this context. Investors and shareholders were mentioned by most of the 

interviewees as an important group of stakeholders regarding reputation. In fact, when being 

asked, which stakeholders would be most important, most interviewees identified investors and 

shareholders as the most important stakeholders, since they would provide organisations over 

long periods with required financial capital. 

 

Surprisingly, customers became only the second most important stakeholders in this context. 

However, this is to be seen in direct proportion to the organisations with business-to-customer 

relations, which seemingly care more about their reputation than business-to-business 

companies do. The public in combination with activists and NGOs, which may function as 

amplifiers, were mentioned as a main stakeholder group as well, because they consist of 
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potential customers and employees and potentially may ignite a movement using tools such as 

social media against an organisation, which could for instance lead to a boycott. Therefore, 

there is generally a latent but vague fear from the public opinion recognisable, which is rarely 

scrutinized in detail by the organisations.  

 

Governments and regulators have been mentioned as crucial stakeholders by business-to-

business companies in particular, because they rely on good relations with the state, hoping that 

close ties with powerful politicians under sanctions may not backfire from a reputational risk 

perspective.  

 

A minority of interviewees named future, current or former employees as an important 

stakeholder group. This may be based on the difficulty to detect or measure the impact of a 

reputational risk such as the reason for an employee to leave a company or a student not 

applying for a certain position.  

 

Ranking of shareholders, which could constitute a certain risk on its own, other than investors 

and shareholders is considered very difficult by the interviewees because they may have 

contradicting views, which may also change over time. Therefore, a deep understanding of each 

stakeholder group would be required, which could only be established by various sophisticated 

studies, which may explain why one interviewee mentioned such an annual proceeding. The 

relevance of stakeholders, as well as their ranking, is heavily influenced by the type and size of 

an organisation as well as in which industry and cultural context it is located. There is for 

instance naturally a higher need for trust and hence a higher need for reputation (see sub-section 

2.2.4) involved in companies within the pharmaceutical, aviation and banking industry. On the 

other hand, for an industry with a ‘bad’ reputation such as the natural oil and gas sector, 

reputational risk management is particularly demanding and is required. For example, Shell has 

been considered by NGOs for five years in a row to be one of the most criticised companies on 

the globe, which has arguably had an impact on their reputation (Investmenteurope, 2020). 

  

Additionally, large organisations with a global presence are more exposed to reputational risks 

than small or medium size enterprises, because more culturally dependent perspectives have to 

be taken into consideration (Brink, 2004). This creates an additional demand for respective risk 

management. Therefore, there is not only a correlation between size of an organisation and 

reputational but a causality.  
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Furthermore, deduced from the statements of managers working with family-owned companies, 

there is a clear conjunction between family-owned businesses and reputation because family 

members would attribute great importance to their reputation. This is further to be seen in the 

German cultural context, where the public display of wealth and power is much less common 

and much less positively perceived than for instance in Russia or the US. This feeds into the 

element that reputational risks are in general to be seen in their cultural context, as the example 

of gambling, which is in some countries acceptable and is a punishable offence in others, 

perfectly shows. This makes it even more difficult for global organisations, such as the ones in 

the target sample, to fulfil a single standard and more demanding to follow one globally 

consistent policy. However, there is no correlation between business-to-business companies 

and a smaller reputational risk in relation to B2C companies. All interviewees attributed equally 

much relevance to their reputation. 

 

4.4 Reputational risk in Germany 

This section reflects upon the reputational risks that may emerge in Germany for German 

organisations, which are engaged in business in Russia. The reputational risk is given due to 

various events, which led to the current sanctions, as well as the implications of the sanctions.  

While reputational risks, which could also emerge from a sanctions breach, can be detected 

rather easily, it is very hard to recognize if there is any actual impact to business, as respondent 

3 pointed out.  

 

“A mash up of all compliance risks become a reputational risk or can become in combination 

a reputational risk.” 

Respondent 11 

 

“It is very hard to measure when rep risks are crystalizing in fact. Client satisfaction, share 

price, employees leaving the company? It is hard to do.” 

Respondent 3 

 

In this sub-section and in the following sub-section the researcher made a differentiation 

between internal and external reputational risks. It is the same approach that is taken by 

regulated financial institutions. The purpose of this proceeding is to determine suitable risk-

mitigating measures to control reputational risks within or outside an organisation, such as 

awareness campaigns or a different approach to stakeholder relationship management. 
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4.4.1 Internal risks  

By the above-mentioned definition of an internal reputational risk, not a single interviewee 

stated any foreseeable reputational risks initiated by an employee in Germany. This assessment 

has not changed since the first implementation of the sanctions in 2014 until late 2019.  

 

4.4.2 External risks  

There were external reputational risks in Germany mentioned by only one respondent. The 

interviewee stated that the impact of the risk was very limited.  

 

“There were some “not scientific” articles in the yellow press that our company would be 

sharing information with Russian insiders. […] But this was not too much of public attention.”  

Respondent 2 

 

Three more respondents pointed out that there are external reputational risks. However, these 

would not be seen in Germany but in Ukraine because of the still ongoing military conflict in 

the East of the country as well in the US due to the importance of the market. In both cases, the 

role of social media as an amplifier of social media is stressed.  

 

“Ukraine started a campaign in social media opposed to the products made in Russia. […] So 

if it was written that it was from Russia it would not be bought by most of the people. […] 

That was a clear massage. And, for Germany it could be the same […] there would be a 

damage to reputation and also a financial loss.” 

Respondent 9  

 

“On the other hand, we can see for instance our exposure in the US is really high. […] This is 

a very important market for us […] that it is more dynamic by the trend of using social 

media.” 

Respondent 6 

 

“I mean, the US government, if you violate any sanctions, they make it public. They publish 

on their websites that we made this or that company to pay. So, the US government definitely 

plays with that reputational issue.” 

Respondent 5   
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4.4.3 Analysis of reputational risk in Germany  

Only a single respondent mentioned a reputational risk for German organisations in Germany, 

which was considered minor. Therefore, it can be suggested that their reputation in Germany is 

affected neither by the Russia sanctions nor by the fact that German organisations continue to 

do business in Russia despite the aggressions in East Ukraine or elsewhere. However, there are 

two unrepresentative exceptions to be mentioned explicitly again as described earlier in 2.2.4 

and 3.5.2. The exceptions comprise the highly disputed but ongoing gas-pipeline project “North 

Steam 2” by E.ON and Wintershall as well as the armaments industry – especially including 

the already terminated military training facility project by Rheinmetall.  

 

4.5 Reputational risk in Russia  

This section discusses the reputational risks for German organisations in the context of the 

sanctions in Russia. It is structured as the section above. However, five respondents explicitly 

and intriguingly stated that they also have followed opportunities in gaining reputation in Russia 

by the imposed sanctions, which is explored in sub-section 4.5.3.  

 

4.5.1 Internal risks  

Three out of twelve respondents have identified reputational risks that are connected to their 

local employees in Russia. These risks are mainly derived from conflict of interests between 

complying with the sanctions, which is in the interest of their organisations, on the one hand 

side and being incompliant with the sanctions, which are considered illegal by many Russians, 

on the other hand. This conflict of interests could lead to dispute with other Russian nationals.   

 

“So, from a Russian standpoint these sanctions are considered illegal. That brings our 

Russian employees into a critical situation. So, if they are supporting us maintaining a vital 

trade compliance system following the US, EU etc. rules, they behave illegally under Russian 

law.” 

Respondent 1 

 

“Yes, because we needed to get rid of some of our business because of sanctions and we 

obviously, when I talk to local management in Russia, they don’t like these sanctions and 

politics and so on but still they need to comply with it. Yes, of course they don’t like it and it is 

their mother country and we think it is unfair but we need to do something about this.” 

Respondent 9 
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“Because when you for instance are asked to do a certain business and then you deny it due 

to US sanctions saying, “I am not allowed to serve you anymore”, that is really a risk in 

Russia.” 

Respondent 6 

 

4.5.2 External risks  

External reputational risks were mentioned by four interviewees. Two of which mentioned that 

the historically special relationship between Russia and Germany, which improved a lot in 

particular after the reunification of Germany, are being put under much stress. This stress is 

partially created by German politicians, who are partly responsible for the sanctions, as well as 

indirectly by German companies, who – in the eyes of many Russian business partners – seem 

to not do enough to ease the sanctions.   

 

“You know from the Russia side, it is a big misunderstanding of European behaviour, why we 

are supporting this US sanctions. […] They are somehow quite –not disappointed– but sad 

about this behaviour. It was in the time after the Cold War up to beginning of February 2014 

we had really great experiences dealing with Russia. Unbelievable growing business between 

both countries. And this is why the misunderstanding of the EU behaviour and US behaviour 

but even more German behaviour in this period after the Maidan revolution is quite high in 

the Russian society and also politics.” 

Respondent 4 

 

“But in Russia overall at the politicians are convinced that the German business partners are 

their friends and they are convinced that they will eventually convince the German 

government to lift the sanctions […] So if the German business will not be able to convince 

the German government, the Russians might start to wonder, whether the business is actually 

trying to lift sanctions or are they maybe not on our side. That is the biggest reputational risk 

for the time being.” 

Respondent 7  

 

Another aspect is brought up by two interviewees, who claim that the reputation of German 

companies as reliable business partners may suffer, if they were too careful in dealing with 

sanctions. This may ultimately lead to a departure from a mutual business relationship.  
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“Sometimes you have to stop your business and then maybe your partner (in Russia) gives 

you to understand that there are other foreign companies, which are still doing that business. 

[…] So if you do not find a way to sell these products to us anymore, then we will completely 

stop business with you.”  

Respondent 5 

 

“I think what is critical is, when German companies become too careful and try to avoid 

sanctions pre-emptively by limiting business in areas where no sanctions are yet. So, this 

would obviously be interpreted as lacking of loyalty to partners in Russia.” 

Respondent 7 

 

A further aspect includes the cooperation with other local companies, which are obliged to 

follow the policies of their German business partners regarding sanctions. 

 

“Yes, because we have international business partners who are doing business inside of 

Russia; also by using our products. So, within these joint ventures or with these business 

partners we have to have compliance dialogues.” 

Respondent 10 

 

4.5.3 Chances of gaining reputation  

In total four out of twelve respondents have as well seen opportunities for the reputation of their 

organisations posed by the sanctions. Two respondents pointed out, that the substitution of 

products at least in their industries – pharmaceutical and machinery construction – is very hard 

for Russia due to a lack of own research as well as production facilities. Further, sourcing 

similar products from Asia and mainly China is accordingly not a favourable solution again due 

to quality issues. This may increase the value and reputation of German products.  

 

“For Russia it was like a kind of shaking that they have to substitute things that they 

important from Europe and that they have to do now by themselves. But that is only partly 

working. And the rest is trying to find ways to overcome the sanctions. […] They will most 

probably not substitute our products by some Asian products because they think in a Western 

way.” 

Respondent 4 
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“No, because the Russians are clever enough to understand their capabilities to manufacture 

pharma products.” 

Respondent1 

 

One opportunity for gaining reputation in the wake of the sanctions actually crystalized for one 

logistic company, whose representative pointed out that his organisation was first adapting to 

the sanctions regime so quickly that they could maintain the supply chain, which earned respect. 

 

“And we were the first ones who came up with a solution that the cargo is not blocked 

anymore so that we could start again with the transportation. And our customer has given this 

technical solution (what to do, how to proceed) to our competitors because they were not able 

to solve it out on their own. So, it was very much appreciated that we were the ones coming 

up with a solution instead of simply saying it is impossible.” 

Respondent 8  

 

The same interviewee proceeded emphasizing that the sanctions had also positive outcomes by 

the example of the specially created position of trade compliance officer and tight processes, 

which placed the company in the position to have a better overview about the supply chain.  

 

“So the business is even, although we already had good trade control without a trade control 

officer, I would say we are –nowadays with all the global happenings and sanctions– we have 

a much more closer and specific control of cargo into Russia or moving out.” 

Respondent 8 

 

One interviewee, whose company even build a new factory in Russia during the past years of 

sanctions, stated that the non-tangible risks such as reputational risks were assessed upfront and 

it turned out, the Russian government welcomed the investment and the reputation hence grew. 

 

“They (political department) assess what is the impact of sanctions or, let us say, the impact 

when we started local production: What if we receive any goods, or funds or benefits from the 

Russian government to establish our production facilities?” 

Respondent 10 
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4.5.4 Analysis of reputational risk in Russia  

In response to the question about reputational risks for German organisations in Russia, the 

interviewees have identified several reputational risks and – surprisingly – opportunities, which 

have been emerging from the sanctions. In this context, there have been three major risks:  

 

The main concern was that local Russian employees of German organisations would be caught 

in a conflict of interests between loyalty to their employer and their country. Complying to the 

US/EU sanctions, as it is mandatory for German organisations, could even be considered as 

illegal in the perspective of many Russian citizens e.g. co-workers, relatives or friends. 

Therefore, some organisations have transferred tasks regarding sanctions to German employees 

or outside the country, despite the fact that local knowledge is very often required to assess the 

impact of sanctions appropriately as well as to implement necessary measures.  

 

The second biggest risk is created by over-compliance by German organisations, when business 

opportunities with Russian companies would not be seized, although being legal. Especially 

when there has been a long-lasting relationship, Russian business partners could consider a 

termination or reduction of cooperation with German organisations due to caution as disloyal, 

which could lead to a reputational damage. That is why it is advisable to have a stringent risk 

management in place in order to be able to substantially justify any decision for or against a 

business and perhaps to coordinate with the communications department to establish a fitting 

language regulation.  

 

Lastly, another reputational risk is given, when Russian business partners develop the 

impression that their German counterparts would not do enough to lobby German or European 

politicians against the sanctions. This impression may particularly arise when German 

representatives in Russia oppose the necessity or effectiveness of the sanctions in negotiations. 

Therefore, it should be made clear in the Russo-German business relationship, that the influence 

on European foreign politics for German organisations is much more limited than their Russian 

counterparts may have in Russia.   

 

These reputational risks were in parts counterbalanced by opportunities that presented 

themselves in the context of sanctions. Firstly, especially German companies producing high 

quality goods could seemingly profit from their “reputational capital” or “reservoir of goodwill” 

(Coletti, 2017) built up and represented by the trade mark “made in Germany” because Russian 



89 
 

customers would realize that many products could not easily be substituted by own production 

or by other foreign companies e.g. from China. Further, it became clear by the example of one 

logistic company that fast adaption to newly installed sanctions, and hence maintaining a 

reliable supply chain, may create a competitive advantage and create trust and respect with the 

Russian as well as German business partners. Additionally, the adapted processes, which 

allowed business continuity, incidentally made the respective company more resilient to 

suddenly emerging political risks in general. One company within the target sample even went 

another step further by opening a new production site in Russia during the time of the sanctions, 

which was perceived as great commitment and increased reputation on behalf of Russian 

stakeholders.   

 

4.6 Managing reputational risks 

The sub-sections above were dedicated to the sanctions themselves as well as to resulting risks 

– in particular, reputational risks for German organisations. The following two sub-sections 

contain risk-mitigating measures derived from the identified reputational risks and undertaken 

by the organisations, which participated in the interviews. Section 4.7 is separated as it 

addresses the potential speciality of transferring reputational risk using an insurance company.  

 

It may be very difficult to detect reputational risks crystallising as described in sub-section 4.4. 

Therefore, organisations generally distinguish between primary and secondary reputational 

risks. Primary reputational risk may emerge by dealing with someone who has (potentially) a 

bad reputation, which could reflect on the own organisation. This is rather easy to assess as well 

as to mitigate upfront, whereas secondary risks, which emerge when an organisation e.g. brakes 

regulations, are conceivably harder to detect and surely harder to mitigate in comparison. 

  

“There are two types of reputational risks: Primary reputational risks posed by dealing with 

someone, who does not have a good reputation, so that the bad reputation of the client could 

fall back to you. In addition, there are secondary reputational risks, which may emerge by 

breaking the law, a regulation, or a sanction.” 

Respondent 3 

 

The following sub-section considers primary and secondary risks. However, the focus of risk 

management lays only on the first and second line of defence out of the ideal model seen below. 
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“We have three lines of defence in risk management: Firstly, the business itself. Secondly, 

legal and compliance department and thirdly, corporate audit.” 

Respondent 3  

 

4.6.1 Prevention 

All twelve respondents did agree that it is easier to prevent a reputational loss than restoring 

reputation. This task of prevention is – depending on the organisation – driven by the business 

itself as well by the finance, communications, legal, governmental relations, or risk 

management department. However, the approach of prevention reputational risks has two 

limitations as two respondents pointed out. Firstly, it may very well happen that the perception 

of what constitutes a reputational risk may change in every country and – perhaps more 

importantly – over time, which may make some prevention measures obsolete, unnecessary or 

required to change.  

 

“It changes. And it changes over time. So something that might have been acceptable five 

years ago might not be acceptable now and vice versa. It can be quite complicated in such a 

global company across different regions. So something that might be socially accepted in one 

area might not be accepted in another. That makes the assessment more complicated because 

we have to ensure that we have a consistent approach regionally.” 

Respondent 3 

 

Secondly, under the condition that the “three lines of defence” risk management model, 

explored earlier in section 2.3.1, works verifiably, organisations may also accept the residual 

risk and rely on the capabilities of their communications department after a reputational damage 

has occurred.   

 

“If something happened –it can always happen that somebody is doing mistakes, which will 

lead to a reputational risk– then you can still sell it to the public as an accident and a mistake 

of a dedicated person or an even sometimes a small group.” 

Respondent 4 

 

Likewise, all interviewees stated how important and crucial it is to understand not only the 

sanctions but also their own business in detail to assess their reputational risks accurately.  
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“So it is crucial to have a decent risk assessment to understand what are the possible 

consequences of the sanctions. […] I rely on the information of the people in the group 

company. That is the way to understand the status quo of the current business activities.” 

Respondent 6 

 

For four out of twelve interviewees prevention is synonym for risk avoidance, although the 

avoidance is interpreted in various ways. One respondent stated that some companies –

including his own – would avoid some business in general.  

 

“And that has certainly an impact on the strategy companies use so that they just completely 

avoided these scenarios.” 

Respondent 5  

 

Another way of avoiding reputational risks is mentioned explicitly by one interviewee. The 

organisation conducts risky and for Russian nationals potentially compromising work, in 

respect to complying with foreign sanctions, outside of Russia for example in Germany.   

 

“So, any trade compliance issue which is dealing with Russia is performed outside Russia 

without the involvement of a Russian colleague to prevent a conflict of interest and to 

safeguard our Russian employees.” 

Respondent1 

 

The same interviewee proceeded with another interesting concept of avoiding reputational risks. 

Respondent 1 namely stated that the company would separate the brand in general from their 

own products, which presumably leads to a challenging marketing effort.  

 

“So every time we would have a reputational damage you could put that in public but nobody 

could connect that with our products. With the […] products, we follow a branding strategy, 

which is independent from the company. […] We do more invest into the promotion of the 

products themselves rather to have them connected to the company’s name.” 

Respondent 1 
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Avoiding reputational risks can also mean avoiding marketing and advertisement at all, which 

was favoured by one organisation. This proceeding became apparent in the dialogue below 

between the compliance manager of an organisation and the researcher by the example of the 

North Sea oil storage buoy Brent Spar, partly owned by Shell as well as Esso. Brent Spar should 

have been disposed of at sea in 1991, which triggered a huge anti-Shell media campaign 

fostered by Greenpeace and consequently reputational and financial damage by a large boycott 

of Shell gas stations across Europe. Esso, who kept a low profile, was almost unaffected by the 

campaign.  

 

“Reputational risks are a long-lasting thing. Remember the Brent Spar with Shell.” 

Respondent 10  

 

“Brent Spar is an interesting example. Because it only partially belonged to Shell. The other 

half belonged to Esso, which was not in the media. So one lessons learned could be to keep a 

low profile.” 

Researcher  

 

“Yes, that is our approach but the marketing department definitely has a different point of 

view.” 

Respondent 10 

 

Two respondents pointed out that reputational risks emerging from political risks such as 

sanctions should be foreseen and therefore partly prevented by political departments of an 

organisation or external political advisors. That seems to become a trend according to one 

interviewee, as stated below.  

 

“My impression is, that at the moment many bigger companies are thinking about starting to 

set up divisions watching for political risks in the broad sense. […] I think there is a desire to 

have a research group that is a little bit more independent and which is watching these risks 

and then advising. I think the most common approach by companies is to task the legal 

department with these kind of questions. However, legal departments can only sort out the 

problems once they appear or become visible. You need some kind of political foresight to 

find out which risk could be coming in the future.” 

Respondent 7 
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Prevention by special training for personnel – other than mere awareness – has explicitly been 

mentioned by two respondents.  

 

“We have our international standards and we are not a Russian company but the majority 

our employees are Russian and specialist, who we educate, coach, develop and who even 

work abroad.” 

Respondent 8 

 

“So this is why we need to understand the nature of business. And as soon as we have 

understood the business, we should normally be in a position to decide, whether there is a 

clear or unclear linkage to sanctions. And then you have to decide if you are doing the 

business or if you are mitigating specific risks or if you are leaving the business.” 

Respondent 11 

 

Lastly, a very interesting concept of mitigating and preventing reputational loss was brought up 

by respondent 11, who stated that reputation is to be understood as an account in which an 

organisation should deposit reputation. Thus, a loss of reputation could be partially absorbed. 

 

“Reputation is an important factor in many regards. For instance the better your reputation 

is the better you are able to attract young employees and the better is your market 

acceptance. So, we issue green bonds. I also think (a good reputation) has positive signalling 

effects on the financial market in terms of market acceptance.” 

Respondent 11 

 

4.6.2 Relationship management  

Relationship management especially with the most important stakeholders such as clients, 

shareholders, and authorities constitutes the basis on which business can be developed despite 

surrounding risks. It consists mainly of due diligence background checks of stakeholders prior 

and during any business enterprise as well as stringent communication. Meanwhile, relationship 

management concerning employees will be addressed in 4.6.3. 

 

“Since we are a public company, […] it could damage the relationship with investors or other 

stakeholders. So the approach is to stay safe and cautious; especially regarding sanctions.” 

Respondent 9 
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The role of close communication with stakeholders is also stressed by three other interviewees, 

who underline the importance of a communication matrix, which clarifies who needs to inform 

as well as be informed by whom by which means of communication.  

 

“Meaning all countries have been informed, […] what the communication matrix in terms of 

any kind of escalations or deviations is.” 

Respondent 8 

 

“So lots of our employees in Russia for example are Russian citizens. They have good 

contacts to Russian authorities. And they know the dos and don’ts pretty well. So the more it 

comes to risky regions you should spend more effort on communication and keeping close ties 

to your stakeholders.”  

Respondent 6 

 

“We have to try to give partners advice: What they can do with our products in case of export 

or reimports (to restricted areas) and what else has to be respected within our partnership.” 

Respondent 10 

 

Another decisive aspect in this context is a thorough background check before any business 

relationship is established and beyond to avoid reputational risks as stated below.  

 

“Then I am checking our business partners and then I do some research on the owners of the 

business partners, who are from time to time involved, themselves in Russia.” 

Respondent 9 

 

“We (compliance) do a lot of overnight screening. Any client monthly, or daily our hourly. All 

the time. And of course, the sanctions come inside this automatic screening process.” 

Respondent 11 

 

“From my perspective, it was the supply to Crimea, because we had some new or existing 

business partners […] and we did a check. Then it was reviewed that their companies 

supplied something to Crimea. I checked some databases but there was no evidence that they 

have sold our products. So, we tell our distributors not to sell our goods to Crimea.” 

Respondent 9  
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Relationship management becomes especially important, when a service or a supply of products 

has to be discontinued due to sanctions or pending reputational damage. At the same time, 

usually organisations do not want to harm their long-term relations with their stakeholders, in 

this case clients. However, organisations may not necessarily rely on the understanding of their 

customers as two interviewees stated. 

 

“Then we have to find a solution how to tell our business partners for example, why it is 

impossible, why we cannot work with them anymore or why we cannot sell our products 

anymore.” 

Respondent 10 

 

“I think that it comes down to the depth of the relationship to the client, and how 

understanding they are, and what they think about the topic at hand.” 

Respondent 3 

 

The problem of lacking understanding may either by solved by shifting the relationship on a 

purely professional level, as respondent 4 stated, or by becoming non-transparent to some 

stakeholders, as respondent 5 stated, in order to hide an existing conflict of interest and to avoid 

reputational damages.  

 

“But due to our compliance rules, to which we stick, we have to convince the Russians that 

this is not a personal attack against anybody or the president. It is because of our global 

dealing with so many countries.” 

Respondent 4  

 

“You cannot be 100% transparent to your Russian partners. You cannot say them that I 

cannot offer you this product anymore because they fall under any kind of sanctions. I think 

that in those cases you must find other kinds of excuses: Internal reasons, supply chain 

challenges or whatever, to justify your ambition to be compliant with the sanctions.” 

Respondent 5 

 

Yet, it may be vital not to accommodate clients too much in order not to become vulnerable to 

blackmail by boycott of customers, as respondent 6 pointed out, which raises the question, how 

much self-consciousness should be shown by any organisation despite their possible size.   
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“So we are very transparent and all stakeholders are well informed. Also EU and German 

authorities know, what we are doing. And of course we have a constant dialogue with them. 

Nonetheless, this is something, we cannot overestimate: The potential of reputational 

damages. Because this is something which is the main trigger. For instance when we had in 

the past situations where, bigger corporate partners or governmental partners indicated that 

[…] they have to reconsider their partnership with us. However, we are not too impressed 

when a single client says, that they are not using our service anymore” 

Respondent 6 

 

4.6.3 Awareness  

Awareness may be defined as a special kind of relationship management as the employees of 

each organisation represent the first, second and third line of defence against reputational risks 

(Daumann, 2015). Thus, employees are the only stakeholder group, which may be irreplaceable 

for managing reputational risks. Further, one interviewee stated that a constant awareness of 

reputational risks is crucial, because they may virtually appear in a fraction of time.  

 

“They fully applied the Russian laws and regulations (in Crimea) overnight.” 

Respondent 1 

 

Thus, five of twelve respondents stressed the meaning of training of employees for awareness. 

 

“But it is a task for everybody who works for us in Russia. And these are a few thousand. […] 

everyone is trained on compliance every year. And sometimes even more than once a year.”  

Respondent 4   

 

“We made sure that all of our colleagues in Russia are well aware of the situation. So that 

when they are going to deny a service, because they are complying with the sanctions, they try 

to find an alternative.” 

Respondent 6 

 

Two interviewees explained deeper exemplary measures for creating awareness for risks in the 

context of sanctions including reputational risks. Further, it is mentioned that local personnel 

e.g. in Russia enjoys the same training as employees at the headquarters. Moreover, there is a 

need for constant communication about current developments to keep employees up to date.  
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“We do this in a number of ways. We run a lot of training sessions. We have policies and 

procedures that everyone needs to read. We have a rep risk contact network throughout the 

business, the different business divisions and also the control functions and the rep risk 

committees, which are made up with different people across the company with different 

functions. So we made everyone aware, what is a rep risk and is referred to the due diligence. 

We have regular communications that go out on rep risk. We have internal websites that 

provide guidance on specific emerging topics. So we need to see what is coming up. And there 

is always change in the rep risk base which things that get negative attention. So we provide 

guidance on that and we communicate that guidance.” 

Respondent 3 

 

“We have a code of conduct as a basic framework document. It says, that we should comply 

100% with sanctions. But also, we have separated procedures and rules about sanctions and 

about what should we be aware about. Additionally, we have some e-learnings. These include 

videos to make people aware of the procedures. And the invitations to participate are send out 

to people which are exposed and have contact to sanctions like in sales. And the export 

control department has a system, which is still being developed, for export control officers in 

each country. So it is not only on HQ level but also on local locations.” 

Respondent 9 

 

Additionally, awareness is created by sending certain employees as multipliers to conferences, 

where they may learn about new risks or ways of spreading information. Gained knowledge 

may then be shared in their own company. 

 

“Our trade compliance officer visits conferences and meetings of associations, where 

information and knowledge and best practices in regards to the sanctions and their 

development is shared.” 

Respondent 8 

 

Lastly, respondent 12 put the efforts of awareness in relation by referring to media consumption. 

 

“Most of the people read the newspapers anyway and get their information anyway. But in a 

more formal way we receive our information by the compliance department.” 

Respondent 12 
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4.6.4 Managing conflicting reputational risks  

As described in sub-section 4.3 there are several stakeholders regarding reputation, whose 

significance vary depending on the perception of any organisation. This sub-section shows 

some more examples, why conflicting reputational risks may emerge as well as basic 

approaches, how to manage them. First, as respondent 3 pointed out, it is necessary to learn 

about conflicting views and then to assess them in order to pursue consistent risk management. 

 

“That makes the assessment more complicated because we have to ensure that we have a 

consistent approach regionally.” 

Respondent 3 

 

As shown in sub-section 4.3.2 the pharmaceutical industry has special challenges, when it 

comes to reputational risks. Nonetheless, these might become even more complex, when 

chemical components of their products are exported to countries, where they may be misused. 

As one interviewee stated, there is no “correct” solution to such a situation. Instead, it should 

be handled individually depending on the risk appetite of the organisations involved.   

 

“Sometimes you do not sell finished pharma products but you sell […] raw materials for 

pharma production. […] Potentially these products could even be used in a toxic context. […] 

That can lead to a huge reputational problem. On the other hand, because of that risk, we 

may decide to discontinue that business and […] people may die because a German company 

did not provide the medicine or the medical raw materials […]. So either way, no matter how 

you decide in that context, I think you could get in a delicate situation and challenged by 

some reputational risk in that situation. […] I think there is no final solution for that kind of 

scenario. In the end each company has to balance the different risks and maybe opportunities 

and try to navigate well in that grey area.” 

Respondent 5 

 

In any case, it is only uncertain to count on the faith that imposed secondary sanctions could 

even trigger solidarity instead of a reputational damage as respondent 7 underlines.  

 

“Maybe it is wishful thinking, but I sometimes here it from politicians: There could be some 

solidarity.” 

Respondent 7 
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Finally, respondent 6 stated that conflicting aims mainly requires a compromise for a solution.  

 

“We try to find a reasoning, which could be in line with the Russian countermeasures as well. 

This is a kind of a soft compromise. So we do not take this position in Germany and we take 

an opposite position in another country, because as a group we always try to act coherently.” 

Respondent 6 

 

4.6.5 Role of social media 

In total, five out of twelve respondents spoke about the role of social media in the context of 

reputational risks. When being asked, one interviewee stated that social media might have an 

amplifying effect, as long as the issue was of public interest.  

 

“Yes, this can happen depending on your exposure of certain relevant public issues.” 

Respondent 12 

 

More specifically, respondent 9 stated that social media has been used purposefully for instance 

in Ukraine during the conflict with Russia in order to achieve a boycott of Russian products.   

 

“Ukraine started a campaign in social media opposed to the products made in Russia.” 

Respondent 9 

 

Then three interviewees became more specific about how social media can become a threat in 

the context of reputation by its speed, magnitude, or simplifications, which makes prevention, 

including awareness, all the more important.   

 

“On the internet by social media, you might get shit storms and things like that. Especially 

negative news are broadcasted so quickly. As a company, you have a single voice. As a 

company, you might have one Twitter account. With that Twitter account, you are fighting 

against 10.000 Twitter accounts of other single individuals. I think that with social media you 

as a company do not get that attention as it used to be in the past. Also wrong news, fake 

news, or unqualified news are broadcasted so easily so quickly. The difficulty with these 

sanctions is that their requirements are very complicated. They have a high complexity. And 

topics with high complexity cannot be explained easily.” 

Respondent 5 
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“So, we cannot ignore the trend of using social media. There we see extreme ways of certain 

communication. […] It does not need much to start a shit storm nowadays. As the Americans 

say, “when the shit hits the fan, it is already too late”. So it is really important for us to have 

a close look to our communication and on what we do and what we are not doing.” 

Respondent 6 

 

Respondent 7 underlines the magnitude issues can develop due to polarizing emotions often 

displayed in social media. Additionally, the internet in general functions as an archive, which 

allows any user around the globe to engage in a discussion on social media that is potentially 

damaging to the reputation of an organisation.   

 

“Yes, you have so to say an archive. […] Additionally, it is also about how news spread and 

how they are mixed with opinions, half-knowledge and emotions, when you think of social 

media. That can be very powerful, when you think of a tweet condemning a firm goes viral by 

superficially convincing arguments. This dynamic is very risky because it can amplify 

reputational risks in ways, which cannot be expected.” 

Respondent 7  

 

4.6.6 Analysis of managing reputational risks 

Only a small group of organisations – namely from the banking industry – manage reputational 

risks following a structured approach, although they were identified by all interviewees as one 

of the greatest risks. This may be based on the requirements in the banking industry such as 

Basel III (Basel Committee on Banking Supervision, 2017) to quantify risks in order to 

determine the equity ratio as precisely as possible despite the challenges to quantify reputational 

risks. This structured approach is divided in three lines of defence consisting of business, 

governance, and audit and mainly focuses on primary reputational risks. This part of risk 

management falls under the umbrella of prevention. Prevention is obviously the best option 

because it reduces the necessity to detect and regulate existing reputational damages.  

 

However, prevention requires an exact knowledge of the own business and hence a well 

organised collaboration between involved departments. Further, it entails a deep and constant 

understanding of the cultures, business partners, and further framework conditions, which can 

only be achieved with great effort. Otherwise, without this knowledge and understanding 

organisations run into the danger of reputational loss or of being too risk adverse.  
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Therefore, the above-mentioned risk of over-compliance may be a good indicator that the 

(reputational) risk management of a company is not fully established in a structured way.  

 

Other options to avoid reputational risks comprise of reduction of exposure of risks for own 

employees. For example, Russian nationals, who would be in charge of complying with 

sanctions against their country, may be advantageous due to their knowledge of the Russian 

market and regulations but at the same time may become compromised. Therefore, it is 

advisable to entrust only a small group of highly skilled employees to deal with such delicate 

issues. Furthermore, depending on the industry, it may be advisable from a reputational risk 

management point of view, where it is compatible with marketing, to separate the brand of an 

organisation from its products or services, as some pharmaceutical companies demonstrate. 

Thereby, it is possible to create a second layer of defence and create further options of risk 

mitigation such as rebranding or discontinuing a certain part of business with limited harm to 

the core brand. Additionally, it is recommended to build up reputation actively by e.g. media 

campaigns, which can currently be observed in the automotive or energy sector when it comes 

to green technologies, so that a reputational loss would potentially have less effect. Lastly, it is 

recommended to seek external political advisors for instance from think tanks; especially if an 

organisation may not have an own political department available. This belongs to prevention as 

political risks and resulting reputational risks could be foreseen at a very early stage in order to 

identify risk mitigation measures proactively.  

 

Awareness, which is created amongst the vast majority of employees, is part of relationship 

management as well as risk prevention. All interviewees agreed that awareness in regards to 

reputational risks would have to be created as part of risk management. Thereby, it is advisable 

to use many channels of communication such as web-based trainings, webinars, trainings or 

conferences. Constant awareness about risks, as well as emerging developments with potential 

to become a threat, is key because employees are involved in almost any conceivable scenario 

including reputational risks. Additionally, awareness is generated by a controlled information 

flow, which allows an organisation to supply its employees with correct and timely information 

as opposed to disinformation possibly obtained from external sources such as social media. 

Therefore, a transparent need to share principal (excluding confidential information) in contrast 

to a need to know principal should be part of almost any corporate culture.  
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Relationship management with the above-mentioned stakeholders is largely undertaken by 

communication. However, prior to this some organisations would conduct background checks 

of stakeholders such as new customers or investors obviously in respect to their liquidity but 

also their reputation. This procedure is recommendable, because a reputational risk may 

originate before an official business relationship would be established. Further, once a 

relationship is established, it is advisable to create a communication matrix that indicates which 

information may when be disseminated to whom and by what kind of communication. 

Apparently, timing (not too early nor too late) and extent (not always all at once) of 

communication is indeed vital for a sustainable relationship management (Lee and Vachon, 

2016). Yet, this kind of controlled transparency, which is mostly needed in case of conflicting 

interest amongst various stakeholders, requires effortful tact and current intelligence.   

 

Some interviewees admitted that there might be a prioritisation of stakeholders at certain times 

and certainly that there might be conflicting reputational risks attached to different stakeholders, 

for instance NGOs and investors. Under the premise that there is no “right” or “wrong” but 

more or less favourable risks – in terms of occurrence and extend of damage – it is key that 

organisations are aware of reputational risks seen from various perspectives and thus have the 

ability to take calculated risks. This becomes clear by an example one interviewee made 

regarding secondary sanctions, for instance, imposed by the US due to incompliance regarding 

Russia sanctions. These sanctions might be unpopular with some stakeholders because they 

may cause secondary sanctions. However, it is very unlikely that a potential damage for an 

organisation by secondary sanctions would be compensated by the increase of reputation with 

some stakeholders, which oppose the sanctions. Another example of pharmaceutical 

companies, which would rather take the risk of breaching sanctions by delivering necessary 

medical supplies than to risk the loss of human lives by not delivering, shows that conscious 

decision-making – also taking reputational risks into consideration – is recommendable.  

 

The role of social media was central to almost all interviewees in the context of conflicting 

reputational risks, as especially the public of each nation or a broader global society as well as 

NGOs could utilize this channel of communication for their purposes. Thereby, even a small 

group of people with limited budget may spread (dis-)information about any organisation 

instantly as well as constantly and hence may amplify reputational risks, often with social 

media’s characteristics such as speed, polarization, and simplification. Therefore, it is advisable 

to engage in active social media monitoring as part of prevention.  
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Specifically, it is further recommended to conduct sentiment analyses and identify fake 

accounts as well as cyber threats. Further, social media itself may actively be used to pursue 

own communication strategies of any organisation in addition to traditional media campaigns. 

Moreover, it is advisable to prepare communiques, which are either aligned or created by the 

communications department, for potential scenarios including reputational risks to be able to 

react quickly, when needed.  

 

4.7 Insurance  

At this point, it is useful to reflect upon and discuss measuring reputation or a potential damage 

as well as restoring reputational damages with a special focus on the option to transfer 

reputational risks to insurance companies. As three interviewees stressed, this would be a task 

to be done centrally. 

 

“When it is about insurance of reputational risk that would also be a corporate decision.” 

Respondent 8 

 

4.7.1 Measuring reputation   

According to the proverb “you can't manage what you can't measure” all interviewees agreed 

that measuring reputation or damage is crucial but very difficult as four of twelve clearly stated.   

 

“Personally, I think it is very difficult to assess a rep risk because it is difficult to assess, what 

is the outcome of a bad reputation. To determine a money value in terms of gains and losses 

due to changes in your public reputation.” 

Respondent 5 

 

“And in my perspective it is in the end of the day really, really hard to measure, which is 

related to reputational loss, which is an indirect loss or a consequential loss.” 

Respondent 6 

 

“But first of all it is very difficult to quantify the loss… especially because we are not only in 

Germany but in different markets. So in each market, in Poland, Estonia or even in Russia the 

perception of the reputational damage could be different. It could be different in every 

country; especially when you think about political relationships with Russia.” 

Respondent 9 
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“We need to get out of the media, out of the public discussion. It is not about money. It is 

about reputation and this is very difficult to put in numbers.” 

Respondent 11 

 

While one interviewee approached the topic emotionally registering that a feeling would be 

required, other respondents reported a more solid tactic by using specialised service providers. 

“I think you have to have a feeling for that.” 

Respondent 10 

 

“So we can see how many masses go through that framework and how many things are being 

discussed. But other than that we monitor the news and we have third party news providers 

etc. which help us do that and give us research. But other than that it is very hard.” 

Respondent 3 

 

Only one participant offered a solid way of measuring the reputation of his organisation and 

would as well publish their reputational index in the annual report. The index, as mentioned in 

sub-chapter 4.3.1, consists of ca. 5.000 people from all relevant stakeholder groups. 

 

“We have set up a certain type of stakeholder management, which also includes the 

measurement of stakeholder opinions with regards to important topics. That has been 

installed four years ago. So we measure our reputation and this KPI is also published in our 

regular management report.” 

Respondent 12 

 

4.7.2 Restoring reputation 

As broached in the sub-section 4.6.1, it is much easier to prevent reputational damage than to 

restore reputation; mainly because reputation exceeds financial value and may not easily be 

translated into capital. This issue was mentioned by totally four, elaborated by two respondents.  

 

“To gain reputation back is a very big question.” 

Respondent 9 

 

Respondent 5 stated the problem that many issues are too complex to be explained in public. 

Thus, firms may avoid risks in the first place to avoid futile attempts of restoring reputation. 
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“And in the media the public says, why is this famous German company doing business with 

this Russian company or Oligarch. It might be totally legal. Totally fine. But this kind of 

negative messages or images are so quickly spread on the internet that you company cannot 

control the essence of that message anymore. And you as a company might not be able to 

explain to the public, why your business is totally fine, totally normal and totally legal. 

Because it is so difficult to bring a complex message through the public media. That is 

fighting on a lost ground in these cases. Also for that reason a company, especially those 

companies that are very much connected to the consumer market, is so much dependent on 

their public reputation. They may use rather risk adverse strategies in context of sanctions.” 

Respondent 5 

 

One interviewee added the aspect of intercultural competence, which is in particular crucial, 

when two very much different cultures such as the German and Russian culture are involved. 

 

“Of course from time to time you would like to have an expert advising or consulting on 

certain reputational issues. But I think on the other hand, most of the time we can already 

give the answer on our own. Because one of the most important aspects is, that you really 

have to have a good grasp on intercultural differences. So when you know how Russians 

think, you know how, Russians feel and what their approach is, how do they feel offended by 

certain issues and how they react to it. Then you can already avoid most of the worst 

reputational damages.” 

Respondent 6 

 

Lastly, one interviewee referred to the option to shift the liability to the responsible employees.   

 

“You can still sell it to the public as an accident and a mistake of a dedicated person or an 

even sometimes a small group.” 

Respondent 4 

 

4.7.3 Acceptance of insurance  

In risk management there is the option to transfer any risk instead of avoiding or reducing a 

risk. In the case of reputational risks, there are on the German market four insurance companies 

in 2019, which offer policies for this risk. In general, they establish a reputational score based 

on (social) media sentiment analyses in cooperation with an external service provider and         
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re-establish this score after a potentially damaging incident. Then the financial loss would be 

calculated and compensated. Additionally, the insurance company would provide support by 

consultants specialised in crisis communication. There was astonishing unity among all the 

respondents, that such an insurance would not be used for various reasons. However, five out 

of twelve interviewees granted that the basic idea would be an interesting solution but just not 

suitable for their organisations.   

 

No! We are very conservative with that. 

Respondent 1 

 

“If I made 50% of my revenue in Russia, then this perhaps would make sense. If I was just an 

exporter or a small subsidiary then probably not and would rather think, whether I could cut 

off the business relationship in a worst-case scenario.” 

Respondent 7 

 

“I don’t think that the company would like to use that. I think the idea is good but I don’t 

think it is a reliable solution for reputational risks. Of course it could somehow mitigate the 

consequences.” 

Respondent 9 

 

“I think that sounds like an interesting business model but being aware of our procedures and 

business culture there is currently no need for such an insurance policy.” 

 

Respondent 12 

 

“As long as you prepare on a regular basis you employees and whatever in your organisation 

to be compliant and to stick to these high standards of compliance within the company, it 

doesn’t make sense.” 

Respondent 4 

Particularly banks, which deeply rely on the trust of their clients more than on capital, took a 

strong stance against such insurances, as this may even harm a trusting customer relationship.  

 

“No, because it is quite unusual for a bank and an insurance will not help you in a situation 

with a reputational risk. When our bank is in the media, an insurance company could pay us 
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500 Millions €. But we need to get out of the media and out of the public discussion. It is not 

about money. It is about reputation and this is very difficult to put in numbers. And this kind 

of insurances is like wishful thinking for industry companies but perhaps good for German 

SMEs. But for international companies or institutions this is very uncommon.” 

Respondent 11 

 

“I would not imagine so. Because if we did that on a client it probably would not reflect well 

on the relationship that we have with our clients if we use insurances against them. Also we 

have solid procedures to ensure that our clients are fully vetted and that we have a good 

relation with our clients to start with.” 

Respondent 3 

 

Three respondents explicitly mentioned the existence of own insurance companies, which is 

typical for large corporate organisations, to which reputational risks may be transferred, if 

desired. However, they as well stated that such an insurance would not be required and if even 

then only on a corporate level. Moreover, one interviewee expressed his concern that this kind 

of insurance due to its complicated establishing of a reputational score may be predestined to 

lead to a lawsuit. This may happen, when the insurer and the client cannot agree on financial 

compensation due to an unclear amount of loss. 

 

“Potentially on a global level. […] Why not? The only question is –especially when it comes 

to consultants– how much can I provide in-house.” 

Respondent 2 

 

“On a country level, as mentioned, we have our trade compliance officer. When it is about 

insurance of reputational risk that would also be a corporate decision. We also have our own 

insurance company by the way.” 

Respondent 8 

 

“We have our own insurance company, which is in the aviation industry one of the biggest 

providers of aviation related insurances. However frankly, I do not know whether they are 

covering reputational risks. As a lawyer, I would say this is an inviting for the next lawsuits. 

Because when it comes to a dispute, when it comes to who has to pay how much money.” 

Respondent 6 
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Lastly, respondent 5 stated that the concept behind such an insurance may be generally feasible. 

Yet, it would not be suitable for their organisation due to sensitive family ownership. 

 

“I think it is indeed a very interesting concept. However, our company does not make use of 

such insurances. […] I think my company is also in a very special situation as the majority of 

the company is held by a group of family members. […] And the name of the family is 

connected with the company. So the rep risk is a very personal topic in this case. And the 

family does not want their name to appear in a negative context in the media. And this gives 

the whole topic a new flavour, which I think cannot be weighed by any cost or money effects. 

For that reason, my company has a very special perception. And this perception could not 

really be captured in a framework of an insurance. But I think the concept of these insurances 

in general is very interesting. And I see and understand that other companies in another 

situation could definitely mitigate or transfer rep risks with such tools.” 

Respondent 5 

 

4.7.4 Analysis of insurance  

The question, whether a reputational risk insurance would be an option, can only be answered, 

when measurement of the reputation of an organisation as well as the impact of a potential 

reputational damage is conducted. The interviewees have agreed generally on the importance 

of measuring reputation despite all difficulties involved because it was consensus that 

reputation exceeds the value of money. However, is has been revealed that there is a huge 

spectrum of approaches to do so. On one end of the spectrum there have been statements that 

reputation can only be felt, others let service providers assess their reputation and only one 

participant openly presented a solid methodology including extensive surveys with many 

stakeholders, which is repeated each year.  

 

Obviously, the more profound information is given to establish a reputational score as a basis 

of an adequate risk management the better. Therefore, it is recommended to establish a 

reputational score e.g. with the support of social media analysis by third party providers or by 

own efforts. Further, all participant agreed upon that prevention, which may require among 

other things a deep intercultural understanding, for various reasons is much easier than restoring 

reputation. That is why it may seem easier to shift the liability of an incident, which was harmful 

to the reputation, to a small group of responsible employees and hence trying to contain the 

reputational damage than to explain complex facts to a broad public.  
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This could for instance be observed during the Diesel scandal of VW, where at first not the 

CEO but only a certain group of engineers, were held responsible (Handelsblatt, 2019). 

Although, there was unity that reputation is a major factor, there has not been a single 

interviewee, who endorsed the concept of an insurance for reputational risks. Especially banks, 

insurers and family-owned businesses opposed the idea and partly considered an insurance 

against reputational risks a risk in itself, as it would demonstrate little trust in their customers. 

Further, respondents with legal backgrounds even regarded such insurances in specific financial 

compensation as an invitation for lawsuits.  

 

However, many respondents considered such an insurance as an interesting concept, which they 

have never heard of before. That could be an indication that managers from other departments 

such as communications could be more open to such a perceived unconventional solution. 

Further, the size of the organisations may play a certain role. SMEs, which have less 

international interdependencies, few products or services and only a certain number of known 

stakeholders, could be more susceptible for insurances.  

 

4.8 Aspects that were most important to the interviewees  

In this section, the key points of the respondents are assessed. This is achieved by three criteria. 

Firstly, the number of respondents, who mentioned issues with great emphasis, were counted. 

Secondly, the time used by each interviewee to elaborate on certain issues was taken into 

consideration. Thirdly, adjectives, which attribute importance, are evaluated. These three 

criteria combined indicate relevance of the above-mentioned codes or sub-codes.  

 

 

Figure 4.7 Responsibility to deal with sanctions  

 

Most organisations use the compliance department with the help of others such as corporate 

communications or finance to deal with the impact sanctions may have.  
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Figure 4.8 Majority in doubt about the effectiveness of the sanctions 

 

Many respondents either directly or indirectly expressed doubts, whether the sanctions have 

any effects on Russian politics or may change their minds.  

 

 

Figure 4.9 Major risks posed by the sanctions 

 

A majority of respondents see the main risk for their business in secondary sanctions imposed 

by the USA.  

 

 

Figure 4.10 Reputational risks 
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There has been consensus amongst the respondents in regards to three issues of reputational 

risks in the context of Russia sanctions. Firstly, they all have been convinced that reputational 

risks do not stand on their own but are a result of other risks such as legal or financial risks or 

may be a product of over-compliance, as the Economist Intelligence Unit (2005) in section 2.2 

suggests. Secondly, every interviewee agreed upon the fact that reputational risks in the context 

of Russia sanctions would occur in Russia rather than in Germany. Thirdly, it is a consensus 

that prevention most important and that no insurance could (fully) cover reputational damage. 

Lastly, they were altogether aware of the great importance of reputation for their organisation 

and stakeholders. 

 

4.9 Links between the findings 

As described in the methodology as well as in the beginning of this chapter, by the content 

analysis the extracted seven main codes could be grouped into two major codes, one being 

sanction management, another being reputational risk management. The purpose of this section 

is to highlight the links between these two major codes. Further, interactions between 

significant aspects in other sub-sections will be shown and elaborated.  

 

The code “stakeholder management” serves as a hinge between the two major codes because it 

is required in both management of risks resulting from sanctions as well as of reputational risks. 

For instance, it is best practice that stakeholders such as suppliers or customers of German 

organisations have to be checked for sanctions compliance (issued and supervised by US 

agencies as another stakeholder) in Russia by own local trade compliance officers (another 

important stakeholder group), as pointed out in sub-section 4.1.1. This is best practice because 

mostly local trade compliance officers are able to understand fully the conflict situation between 

sanctions, counter sanctions, and local trade specifics. Non-compliance with these regulations 

can lead to reputational risks besides fines, as seen in sub-section 4.2.1. At the same time, own 

local staff is by this, as explained in sub-section 4.5.1, exposed to reputational risks. Their work 

to comply with the from Russian perspective “illegitimate” sanctions is perceived as 

treacherous by parts of the Russian public, which is another stakeholder group. By this example 

it becomes already clear how many stakeholders are involved and that their role is two-fold, 

which is why this melange of their interests has to be managed by German organisations.  

Further strong links between the risk of sanctions and reputational risks become apparent in the 

sub-codes “uncertainty” and “prevention”, which both have been discussed by the interviewees 

with great emphasis.  
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The in sub-section 4.2.2 discussed risk of “uncertainty” evolves especially from the US-led 

sanctions for several reasons: They can be ratified but not fully be implemented and hence 

create vague legal grey zones. They allow certain business relations but only after scrutiny of 

the US Treasury Department, which is often pending over longer periods of time. Further, 

companies or individuals on sanctions lists may change very quickly, which may make a 

premature termination of a business relation necessary to prevent secondary sanctions. Hence, 

the effort of organisations to keep their sanctions compliance up to date is substantial. 

Therefore, organisations can develop a tendency for over-compliance and pre-emptive business 

relations terminations to reduce the effort of constant assessments and, according to sub-section 

4.2.3, to prevent the potentially financially very damaging risk of US secondary sanctions.  

 

This, in turn, can lead to the reputational risk for German organisations of being perceived as 

disloyal by Russian stakeholders, as seen out in sub-section 4.5.2. That is why, reputational risk 

management has to be part of the overall (e.g. sanctions) risk management for an organisation 

to be able to assess and weigh all relevant risks. Further, the complicated link between sanction 

compliance and reputational risk management becomes as well apparent in sub-section 4.6.1 

“prevention”, as prevention was identified by the majority of the interviewees as best option to 

mitigate reputational risks because they are, once crystalized, so difficult to manage. Yet, as 

illustrated above, ironically the preferred mitigation measure for both, risk of secondary 

sanctions as well as reputational risks, can lead to reputational risks for German organisations 

in Russia. These complex relationships are shown in an exemplary way in the figure below.  

 

 

Figure 4.11 Links between reputational risk management and sanctions 

 

Additionally, there are further interesting relations between individual sub-sections, which all 

pertain to risk management. These relations can be clustered into three dimensions as part of 

sanction and reputational risk management: Assessment, risk mitigation, and communication. 
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Thereby, the first dimension “assessment” encompasses virtually all codes and thus functions 

as a clamp linking them intrinsically to each other. So, what does assessment include in the 

given context? An arbitrary trigger event, in this case the Russia sanctions or in specific the 

identified main risks “secondary sanctions, uncertainty and over-compliance” or already 

recognized reputational risks, as described in section 4.5, should set an assessment in motion, 

because each of these may have effects on an organisation’s reputation. Then, the assessment 

begins, as seen in section 4.3.4, with an organisation itself, since the risk appetite is very much 

influenced by the type of the organisation, for instance, regarding the owner structure (family-

owned vs. publicly traded), the business model (e.g. pharmaceutics), level of regulation 

(banking) or degree of dependence on external funding such as NGOs depending on donations.  

 

The next question in the assessment is reputation of an organisation as perceived by whom? 

Section 4.3 shows that there are various stakeholders with different interests and perspectives 

on organisation’s reputations. Thereby, complex relationships between an organisation and its 

stakeholders can as well be a source of uncertainty and thus of reputational risks for two 

reasons: Firstly, it is not uncommon that interests of one stakeholder may be contradicting the 

interests of others, as seen in sub-section 4.3.3. To avoid confusion and create certainty, these 

interests need therefore to be deeply assessed, constantly monitored, and sorted. Secondly, the 

behaviour of stakeholders that are in a business relationship with an organisation (e.g. non-

compliance with sanctions of customers or child labour on behalf of suppliers) can as well lead 

to reflecting reputational risks. Hence, some critical stakeholders have to be assessed according 

to the expected code of conduct. Apart from this, the widely unlike reputational risk exposure 

in Germany and Russia, as described in section 4.4 and 4.5, or indeed in other affected countries 

such as Ukraine, reflects the importance of surrounding factors for reputational risks as, for 

instance, the cultural setting. Another example for decisive surrounding factors is ethical 

considerations. This became apparent in the case of the per country greatly different perceived 

gambling industry, as described in 4.3.3.  

 

The second dimension “risk mitigation” concerns the actions organisations may take to reduce, 

avoid or transfer (reputational) risks based on the initial risk assessment (appropriateness of 

measures), as described in sections 4.6 and 4.7. Thereby, it became apparent that each of these 

three options has implications, so-called secondary effects, which characterize the actual risk 

mitigation as two-fold.  
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Two examples show this very well: Firstly, avoidance of the risk of secondary sanctions, which 

would apply when making business with a sanctioned stakeholder (e.g. customer or investor) 

by being over-compliant can lead to a reputational risk for being perceived as disloyal by the 

aforementioned stakeholders, as seen in sub-section 4.5.2. Thus, although an organisation may 

avoid fees from a regulator, it could harm in the long-run the business relations to stakeholders, 

which are (temporarily) sanctioned. Secondly, specific insurances against a business partner 

can indeed cover a financial loss resulting from crystalized reputational risk and further even 

ensure support by crisis communication experts to stem resulting image problems, as shown in 

section 4.7. Yet, if such an insurance against a certain stakeholder became public, it could turn 

into a reputational risk itself as shown in sub-section 4.7.4. Thus, risk mitigation measures need, 

also once taken, to be assessed according to their appropriateness and effectiveness and 

reviewed for their secondary effects.  

 

The third dimension “communication” is part of both, sanctions compliance, as shown in sub-

section 4.1.2, and reputational risk management, as outlined in section 4.6 and 4.7. An 

organisation has to create transparency inside for remaining flexible by clearly communicating 

assessed (reputational) risks. On the other hand, as the above-mentioned example of local 

Russian employees functioning as trade compliance officers shows, in some instances a need-

to-know principle even inside an organisation has rather to be applied. As far as communication 

outside of an organisation is concerned, building up a reservoir of goodwill is key before an 

incident occurs that lets a reputational risk crystalize, as shown in sub-section 4.5.4. Further, a 

controlled communication strategy towards stakeholders as part of impression management is 

essential. This strategy can reach from complete transparency to a low-profile reaction, as the 

example of Esso’s communication strategy to keep silent during the Brent-Spar crisis to hide 

its involvement described in sub-section 4.6.1, shows. By the perhaps more delicate example 

of sanctions compliance, it becomes clear that such a communication strategy needs as well to 

be targeted depending on the stakeholder to communicate with. Whereas an organisations 

should be as transparent as possible to regulators regarding sanctions compliance, it can be 

advisable to find excuses why orders to sanctioned customers cannot be fulfilled to avoid the 

disclosure of internal compliance regulations, as illustrated in section 4.6.2. Again, for being 

able to conduct this kind of controlled corporate communication to the right stakeholders at the 

right point in time, constant assessment of the situational is vital. Thus, first dimensions 

“assessment” proceeds and lays the foundation for the other two pivotal dimensions that were 

identified in this chapter together.  
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4.10 Summary  

This chapter has captured the findings. In the analysis parts of the section, “intelligible 

products” (Welman Kruger, & Mitchell, 2005, p. 211) were produced and overarching topics 

were identified. The key findings of the data collection and analysis are as follows:  

 

 Sanctions regimes are too complex to be dealt by a single entity in one company 

 Main risks of the sanctions are secondary sanctions, uncertainty and over-compliance 

 Reputational risks for German organisations can be found in Russia - not in Germany 

 

The significance of the key findings for the reputational risks management of German 

organisations in the given context are as follows:    

 

 Individual risk appetite based on the type of an organisation has to be identified 

 Relevant stakeholders have to be identified and their interests weighed 

 Reputational risk management should focus on stakeholders in Russia  

 Conscious decision making should prevent pre-emptive over-compliance  

 Secondary effects of mitigation measures (e.g. insurances) have to be considered 

 Constant internal and well-timed external communication for flexibility and effective 

impression management  

 Still, prevention, with all its dimensions, is the best way to mitigate reputational risks 

 

In the next chapter, findings of the literature research and the qualitative analysis are discussed. 
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Chapter Five: Discussion   

 

This chapter presents the discussion between the results of the literature review and the analysis 

of the interview findings. The aim is to derive contributions to theory and praxis in the 

conclusion chapter 6 including the suggested risk management model. As shown in figure 5.1, 

the review of the literature on Russia sanctions and their impact on German organisations led 

the researcher to conduct firstly the literature review on reputational risk management in this 

context and thereafter enabled the interviews, too. In this section, the findings of the literature 

review are compared with each code of the qualitative research after another to derive analogies 

and differences (Barney 2020). Further, this section elaborates on how far findings from the 

literature were either confirmed or refuted by statements of the respondents. 

 

 

Figure 5.1 Process of discussion and contribution to knowledge 

 

5.1 Analogies between the literature and the interview findings regarding sanctions 

Comparing the findings of the qualitative research with the results of the literature review, 

various aspects surfaced that confirm information of the reviewed body of literature. The 

structure of this sub-section thereby follows the codes of the analysis from the qualitative 

research starting with the question: Who should be responsible to deal with sanctions and 

associated risks within an organisation? The literature does not provide clear advice. While 

Gorbacheva and Sovacool (2015) suggest a dedicated risk manager, whereas Hood and Nawaz 

(2004) as well as Graham and Harvey (2017) recommend that risks, for instance emerging from 

sanctions such as reputational risks, should not be tackled by one manager or department but 

by every affected department.  
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This would suffice the need for flexible reactions and diversified perspectives. This is exactly 

in accordance with the majority (eight out of twelve) of the respondents, who explicitly 

identified the demand of adapting rapidly to fast changing regulations. This became apparent 

by the example of the rapid annexation of Crimea as respondent 1 pointed out: “So they fully 

applied overnight the Russian laws and regulations”. Quick reactions are especially important 

and executable in industries such as banking or aviation. Whereas other industries such as 

engineering or constructing are characterised by long-term business relations e.g. in the form 

of maintenance contracts or large-scale projects, usually require more time to be terminated. 

Still, constant situational awareness about one’s own reputational risks needs to be maintained 

in order to guarantee swift and profound reactions (Coombs, 2007). Furthermore, the analysis 

notably and unsurprisingly showcases that, although the responsibility to manage the impact of 

sanctions on an organisation is mostly centralised, in praxis a team consisting of experts from 

various departments such as finance, legal, compliance operating in a matrix is necessary to 

successfully manage complex sanction regimes and to mitigate associated risks holistically.   

 

As far as operational risks are concerned, secondary sanctions are predominantly mentioned in 

literature as well as with the interviews. Thus, researchers such as Portela (2016) suggesting to 

avoid the risk of secondary sanctions strictly, are fully supported by the findings in this study. 

Likewise, uncertainty, which amplifies existing risks and as well represents a risk on its own, 

as shown in section 4.2.2, poses a huge risk for any organisation that is engaged in Russia. The 

uncertainty mainly emerges from the US CAATSA, which in the literature is considered as an 

incoherent and inconsistent combination of laws and executive orders (Linnikov, 2017) and by 

several interviewees as a “grey zone”. Consequently, the complexity of the sanctions, as 

described by Linnikov (2017), could lead to an unintentional breach of sanctions, which in turn 

includes a reputational risk because it could be seen by regulators or investors as a hint of an 

insufficient compliance system of an organisation. The analysis of the qualitative research 

therefore shows a tendency of over-compliance with sanctions, which can yet not only be 

interpreted as a sign of insufficiently accurate risk management but also as a gauge for the risk 

appetite of an organisation. Thus, managers have to determine the risk appetite (D’Arcy, 2001). 

 

This finding is in consistency with the study by Giambona, Graham and Harvey (2017), which 

examined risk averse firms who seem to have a tendency to avoid investments in potentially 

politically risky areas. That is supported by six out of twelve interviews, which clearly show 

that business opportunities are often not pursued due to (pre-emptive) over-compliance.  
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Most of the time this behaviour is caused by banks who refuse to conduct transactions with a 

business partner, which is for instance on a sanctions list that is not yet enforced. However, two 

respondents claimed that their organisations would be over-cautious. That is why over-

compliance is an operational risk that is to be mitigated. Still, this finding of over-compliant 

behaviour could at least partially be similar to the findings by Heinrich, Kobayashi and Peterson 

(2016), who suggest by their research of Western media that American and European people – 

including the German public – rather favour companies who follow the sanctions. As long as 

they are perceived as justified and leading to a positive and long-lasting impact. Obviously, 

sanctions compliance is legally binding and not dependent on public opinion. However, as a 

link to reputational risk management, it is thus recommendable to have the external awareness, 

how sanctions are perceived in each country where there is operations of an organisation. 

Lastly, the disapproval of especially US sanctions against Russia in Germany as described by 

Kazun (2016), which could be a sign of a striving by parts of German society for equidistance 

between the US and Russia (Dueck, 2020), became apparent in eight interviews. The 

disapproval reached beyond the criticism that US sanctions would be too complex so that 

companies would be pressed into non- or over-compliance and included too harsh penalties. 

One respondent showed understanding for Russian actions in Ukraine as a response to the 

eastward enlargement of NATO and the EU. Three other respondents believed the Russia 

sanctions are comparable to US protectionist tariffs against China and insinuated a hidden 

support of domestic companies. Further, another respondent criticised US ambitions to impose 

secondary sanctions on German firms involved with North Stream 2. The implication of this 

critique could be a relativization of Russian rogue behaviour (“whataboutism”) and hence could 

partly explain the little reputational risk in Germany. Moreover, these respondents expressed a 

victimhood of the tensions between the US (much less the EU) and Russia by suffering under 

sanctions’ compliance taking the stance of a bystander in the middle of the said countries.  

 

5.2 Differences between the literature and the interview findings regarding sanctions 

In addition, there have been several elements in literature, which are not supported by the 

qualitative research. For example, substitution of foreign goods that may either not be exported 

from the EU to Russia or are to be produced domestically in accordance to Russian counter-

sanctions is among others referred to by Heidemann (2016) as a risk for German organisations. 

However, this risk seems to be mainly limited to the foodstuff industry. At least the 

organisations in the target sample, which are either not considered as a competitor in Russia or 

provide services and products technically not easy to reproduce did not encounter this risk.  
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Likewise, the loss of purchase power, which is well canvassed by Nelson (2015), Gros (2015) 

or the Economist (2016) that came along with the sanctions as well as the price decline for 

Russia’s most important export good – oil and gas – has not been pronounced as a risk in the 

analysis of the interviews either. In addition, the exception of drug companies, which tend to 

be the most optimistic about the business situation in Russia according to the results of a report 

by Ernst and Young (2015), is not exactly supported by the findings from the interviews, as the 

business climate in general for most German industries seems to have recovered.  

 

5.3 Analogies between the literature and the interview findings regarding reputation 

Following the structure presented in sub-section 5.1 and again comparing the findings of the 

literature review with the results of the qualitative research, various aspects surfaced that 

confirmed elements from the reviewed body of literature regarding management of reputational 

risks emerging in Russia due to its hostilities (Blake, 2019). Further, Fombrun (2011) and 

Rayner (2005) clearly stipulate in their (standard) models that compliance with sanctions is one 

key driver – amongst others – to measure reputational risks. That is incidentally why 

reputational risk management should be part of the overall risk management. Hence, it has to 

be seen in a broader context weighing out various risks and opportunities against each other. 

One of the central results of the qualitative research that apparently dominates the actions of 

many organisations is what Feaver and Lorber (2010) call ‘reputational financial sanctions’. 

Just as described by Kittrie (2008) in the example of banks, the research clearly highlights that 

especially US imposed sanctions – not only within the Russia context – threaten the reputation 

of banks, if they are not compliant. This factor elevates the importance of reputational risks in 

particular given the key role of banks for most organisations. Examining stakeholder 

management is crucial because improper business practices such as sanction breaches may 

damage an organisation’s reputation and hence may disrupt stakeholder relations as postulated 

by Perry & de Fontnouvelle (2005), Fombrun (2011), and Rayner (2005).  

 

This is reciprocally valid as stakeholders such as suppliers may inflict damage on a company, 

for example, when a (sub-) supplier has been breaching sanctions or – in another context – has 

been involved with child labour. Thus, a constant and thorough assessment, even audits in case 

of suppliers, of stakeholders including their perception, interests, and development of their 

interest has to be conducted, as suggested in sub-section 4.3.3. The (graduated) importance of 

stakeholders and their interests may vary depending on the industry, cultural context over the 

course of time, as well as type of an organisation (publicly traded or family-owned company). 
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This importance should be defined by dependencies of an organisation from the interests of any 

stakeholder just as Benn, Abratt and Kleyn (2016) stated. For example, a family owned business 

seems less prone to the interest of investors than publicly traded organisations. Thereby, the 

approach as described by Agle (2008) to identify stakeholders, compare and then weigh their 

interests could for the most part only be observed regarding shareholders and investors. A 

majority (seven out of twelve interviewees) reluctantly confirmed their importance. Yet, this 

stakeholder ranking was conducted seemingly with a rather simple approach not including all 

relevant parties. Namely, companies within the sample of the qualitative research for this thesis, 

which apparently paid most attention to their reputational risk management, followed the 

process of stakeholder management as outlined in the ISO 9001 quality management systems 

(2015). The process as shown in figure 5.2 requires the identification of relevant stakeholders 

for an organisation, the definition of requirements e.g. regarding sanctions compliance, mutual 

feedback by the stakeholders and constant revision.  

 

 

Figure 5.2 Stakeholder management steps according to ISO 9001 (2015) 

 

In principle, these recommended steps regarding stakeholder management are sometimes 

complemented by Coletti’s “Four As” (2017) as described in the literature review and are 

applied by the interviewees’ organisations who have been focused on reputational risks. The 

most difficult part, regarding how to manage conflicting reputational risks, is barely discussed 

in the reviewed body of literature. The reason is that it requires a case-to-case decision and a 

constant dialogue with stakeholders for evaluation purposes as respondent 6 stated: “So we are 

very transparent and all stakeholders are well informed. […] And of course we have a constant 

dialogue with them.” This is also to be seen in the context of secondary effects of the measures 

(planned to be) taken to mitigate reputational risks. As pointed out in sub-section 4.9 risk 

avoidance (prevention) and risk transfer (insurance) can mitigate reputational risks towards one 

stakeholder e.g. regulating authority and create another one e.g. with customers. Hence, there 

is a constant need by organisations to anticipate and assess impacts of their risk management.  
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A major concern in the context of stakeholders has been highlighted by researchers such as 

Ćwiek-Karpowicz & Secrieru (2015) as well as interviewees and is posed by the reputational 

risk in relation to employees. Russian employees, who understand local laws and have ties to 

respective authorities and hence are necessary for German organisations to conduct business in 

Russia, may be considered as “traitors” for working with an organisation from one of the sender 

countries or at least may have to justify themselves in front of friends and family. This implies 

a reputational risk for the employees according to Fombrun’s RepTrak model’s (2017) category 

“workplace” and hence does not raise the attractiveness of a company as an employer. This is 

once again is a reason why in general internal and external communication to distinguish when 

a need to know principal is advantageous over a need to share principle. This controlled 

transparency is part of an impression management, as outlined in sub-section 2.3.6, can in this 

case be part of a successful HR strategy. Given long-term HRM including permanent job 

contracts, which commits itself to employees especially in economically and politically trying 

times, the impression of a reliable company and hence maintain or enhance their reputation may 

be created, as Gurkov (2016) pointed out. This hypothesis, that there are also opportunities in 

this crisis has been confirmed by two companies within the target sample. One could 

interestingly report that maintaining crucial supply chains with the help of local employees 

despite rapidly implemented sanctions, increased their reputation. Likewise, another company 

reported similar experiences when opening a production plant recently, which has been received 

as a sign of loyalty by Russian stakeholders. These two examples show the ambiguity of such 

kind of crisis situations, which either pose a major reputational risk or even provide chances.  

 

As far as reputational risks for German organisations in Russia are concerned, the body of 

literature provided several starting points for this qualitative research. The strongest being that 

Germany is perceived as a main driver behind the sanctions against Russia according to Szabo 

(2014), Portela (2016) as well as Ayios (2018). Additionally, researchers such as Forsberg 

(2016) see reputational risks between Germany and Russia as on the rise for many years already 

due to many circumstances, whereas the Ukraine crisis only functions as a catalyst. This has 

been widely confirmed by this qualitative research. Additionally, most interviewees pointed out 

that the German-Russo relations were mainly stressed on a political level not between 

businesspersons, which supports Kazun (2016) assertions. He pointed out that German 

businesspersons have repeatedly been demanding the relaxation of the Russian sanctions, which 

had positive resonance in wide areas of German and Russian society (Kazun, 2016).  
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When it generally comes to managing reputational risks, this study supports the findings of 

Gaudenzi, Confente and Christopher (2015), a Deloitte report (2014) and Davies (2002) that 

reputational risks are considered of high importance, while their management is – with the 

exception of banks – mostly not very developed as few resources are allocated to this. The fact 

that reputational risks are difficult to predict, as John and Lawton (2017) pointed out, as well 

as the fact that they are strongly dependent on countless factors such as stakeholders relations, 

the industry of a company, its size, and structure (Brink, 2004 and Walker, 2010) is well 

reinforced by the qualitative research. In fact, the analysis of the interviews clearly supports the 

recommendation to have a deep understanding of the own business model and to maintain an 

overview of political developments (by an own department or political advisors). Thereby, the 

characteristics of an organisation determine, as elaborated in section 4.3, the risk appetite as 

well as the relations and dependencies to other stakeholders and have thus to be well 

understood. The monitoring and assessment of political developments can enable an 

organisation to detect reputational risks, for instance resulting from sanctions, early and to adapt 

internal (e.g. awareness for employees) and external (e.g. expectation towards suppliers) 

communication. Further, the recent trend pronounced by Georgi (2016) that there is an 

increasing need to deal with uncertainties and that risk management hence has to be agile, has 

been confirmed by the participants of this study. Moreover, when specifically focusing on the 

options to mitigate risks, additional analogies were identified.  

 

Risk avoidance for example by (pre-emptive) compliance, as Wegren (2014) points out, inherits 

as well a business risks itself according to the results in this research. However, the findings of 

Giambona, Graham and Harvey (2017), which suggest that there is a correlation between less 

experienced managers who make risk-avoiding decisions in risk-averse environments, could 

neither be confirmed nor denied. The reason for that is partially based on the overwhelmingly 

expressed risk of secondary sanctions in conjunction with the latent impression amongst 

interviewed German managers, that the backing by German politicians in case of secondary 

sanctions (by the USA) would be limited. Nonetheless, the findings of the analysis support 

Giambona, Graham and Harvey (2017), who demand a controlling authority above responsible 

risk managers, ensuring unbiased decisions. Furthermore, the findings in this study support 

Gualandris, Klassen, Vachon, & Kalchschmidt (2015), who propose the use of actionable 

strategies, such as monitoring, collaboration, and creating awareness. However, there is reason 

to believe that awareness, regardless how it is generated, has mostly an effect on employees 

who are susceptible for (reputational) risk management anyway.  



123 
 

The reason for this is that awareness does not enforce compliance and hence does not reach 

employees, who do not care about reputational risks or – even worse – are even willing to inflict 

damage on their firm. Thus, risk management, which is mainly built on trust, must not be 

considered sufficient but must include other means of prevention. Gaudenzi, Confente, and 

Christopher (2015) support this observation stating that awareness for reputational risk is of 

great importance but that in many cases management of organisations leave it at that. However, 

not only general awareness about the risks but also a thorough assessment of the own risk 

exposure, as well as external factors such as stakeholder interests is important to derive 

appropriate and effective risk avoidance measures, as described in sub-section 3.4.3 and 3.4.4. 

 

Regarding the option to reduce reputational risks, the body of literature extensively refers to 

controlling stakeholder relationships (Lee and Vachon, 2016). It is especially advised to reduce 

the dependence on suppliers, which do not work in accordance with own values and hence could 

cause a reputational risk, by having multiple suppliers according to Ivanov, Dolgui, Sokolov, 

& Ivanova. (2017) as well as to Gorbacheva and Sovacool (2015). For example, building up 

reputational capital i.e. “reservoir of goodwill” as Fombrun, Gardberg, & Barnett (2000) or 

Coletti (2017) suggest, has been a widely supported measure of reputational risk reduction in 

the target sample. These measures include – depending on the industry – corporate social 

responsibility programs, green bonds or public relations campaigns, as shown in section 4.6.6. 

 

Risk acceptance, other than a temporary solution, has not been mentioned by the interviewees. 

However, banks, for example, focus their risk management on primary reputational risks, and 

accept the emergence of secondary reputational risks. Nonetheless that does not imply that 

banks would not try to mitigate the consequences of both risks once materialised but is a tribute 

to the difficulties to recognise secondary sanctions in an early stage.  Noticeably, the three lines 

of defence model, as described in the literature review in section 2.3.1 and as shown in figure 

5.3 below, has been adopted for reputational risks by organisations within the target sample, 

which manage them systematically such as banks, as shown in sub-section 4.6.6. 
 

 

Figure 5.3 Classic three lines of defence model according to Daumann (2015) 
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The final option of risk transfer by a reputational risk insurance, whose acceptance amongst 

organisations is not yet well covered in the body of literature due to their rather new appearance 

on the German market (since 2018 in the form as described in this study), will thus be mentioned 

in the following section 5.4.  

 

5.4 Differences between the literature and the interview findings regarding reputation 

More interestingly than the similarities, there have been issues addressed by the interviewees, 

which are contrary to the body of literature or insufficiently covered. The first and most general 

distinction is that the hypothesis that reputational risks would stand on their own rather than 

they were a consequence of other risks such as financial or legal risks has not been supported 

at all (Economist, 2005). In fact, it is consensus among the interviewees that they always result 

from another risk or damage that has already occurred.  

 

Further, as far as the above-mentioned findings of the qualitative research regarding 

reputational risk insurances are concerned, they even extend the ones of Scandizzo (2011) who 

– with a focus on financial institutions rather than to other industries such as IT, automotive, 

aeronautic, logistics or pharmaceutical industry – states that reputational risks should not be 

externalised but rather endorsed by the board of directors with clear guidelines. Yet, the analysis 

of the qualitative research clearly suggests that this kind of insurance could be appropriate for 

some medium sized enterprises. They, on the one hand, should be big enough to afford the 

insurance as well as to have the interest in managing reputational risks professionally but 

without the resources for their own risk management team including crisis communication 

specialists at their disposal, as recommended by the respective OECD model (2020) and 

Coombs (2007) to lead the narrative of a crisis early on. On the other hand, the organisation 

should not exceed a certain size, where the monetary reputational loss could not be compensated 

anymore (maximum coverage). Even so, this study underpins Coombs’ (2007) findings that it 

is better to avoid risks in the first place and to be able to react quickly in case of crystalizing 

reputational risks, which requires constant situational awareness, as stated in section 4.9. 

 

Another difference is related to regulators and politicians as one stakeholder group. The body 

of literature contains relevant sources such as Holtbrügge & Puck (2009) the study of EY (2015) 

as well as Gurkov and Saidov (2017), which indicate the significance of (local) politicians such 

as governors in Russia even for MNEs. Yet, in the qualitative research they have not been 

amongst the prioritized stakeholders in the context of business in Russia in general or 

reputational risks specifically.  
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The majority (nine of twelve participants) admitted that investors, shareholders or employees 

are their most important stakeholders. Investors owed their top position to their financial power 

over most of the organisations, while employees reached a high ranking positions because they 

are the potential source of (intentional) primary reputational risks, which are according to 

section 4.6 the hardest to manage. So, the majority implicitly considers power as the one aspect 

that the concepts of Mitchell, Agle, and Wood (1997) and Mendelow (1991) have in common. 

Further, the complex, incongruent as well as partially contradicting stakeholder interests, as 

described in sub-section 4.3.4, go even beyond what Fombrun, Gardberg and Barnett (2000) 

developed. Whereas they merely demonstrate interests between certain stakeholders and an 

organisation, research has shown in section 4.5 the importance of relations from one stakeholder 

to another, as e.g. the relation of the general public to local employees can create risks to an 

organisation. Moreover as section 4.9 for example shows, sanctions compliance needs to be 

performed to maintain the reputation of being a reliable business partner (not becoming subject 

of secondary sanctions) among investors but at the same can jeopardize this very same 

reputation among sanctioned clients with whom relations may need to be ended. Additionally, 

even the same stakeholder-group such as “regulators” can have opposing requirements, which 

Fombrun, Gardberg and Barnett (2000) do not indicated. As the example of Western sanctions 

against Russian countersanctions, showcased in section 4.6.4, displays, organisations need to 

further separate between the contexts of each stakeholder; in this case country of origin.  

 

As far as measuring reputation is concerned, the researcher did not find evidence that the 

interviewees would follow Pires and Trez’ approach (2018) to analyse the value of a companies’ 

shares. Further, no one mentioned the use of the well-known annual RepTrack score (Fombrun, 

2017), neither as a source of information nor as an orientation for the methodology of own 

surveys. This is in so far remarkable, as it is the world’s largest ranking of reputation of brands, 

including of some organisations that were part of this study. Moreover, as opposed to an 

undifferentiated approach of looking at reputational risks by the aforementioned authors, 

organisations such as banks with a regulated risk management, introduced a distinction between 

internal and external reputational risks, as seen in section 4.4. Further regarding measuring 

reputational risks, all interviewees intuitively started with the assessment of their own risk 

exposure and risk appetite. Yet, Walkers’ (2010) approach to measure perceived reputation of 

each stakeholder rather than “objective” figures such as market share was only followed by one 

participant using an annual stakeholder survey. Another one went even beyond this approach 

and advised establishing a reputational score by (social) media research, as seen in section 4.7.  
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This leads to another distinction that also involves the role of media. In the literature, the 

traditional media i.e. newspapers or television, were considered as integral components of 

reputational risk management as well as impression management (Holtbrügge & Puck, 2009). 

Yet, this role has seemingly yielded to social media, which is seen as much more significant 

and powerful by most of the participants. This suggests that more recent research examining 

the significance of social media for reputational risks (among certain stakeholders) would be 

needed. Furthermore, the hypothesis of Kazun (2016) that the reputational loss of sender 

countries such as Germany would be cushioned by Russian propaganda, which has been 

downplaying the impact of the sanctions, has not been confirmed by this research. In fact, the 

analysis of the interviews in sub-section 4.5.4 has revealed clear statements that there is the 

growing expectation of Russian stakeholders that German organisation should exercise their 

influence on politicians more strongly, whereby missing success could lead to a loss of trust 

and reputation. Additionally, over-compliance with sanctions, which has not been covered from 

a reputational risk perspective in the reviewed literature and which could lead to over-cautious 

reactions and pre-emptive termination of business relations, could be interpreted by Russian 

partners as disloyalty that could harm the reputation of a German organisation in the long-term. 

Nonetheless, a hesitation to purchase products “made in Germany”, as Niepmann & Schmidt-

Eisenlohr (2015) did not rule out as a risk, is not yet recognisable according to sub-section 4.4.3.  

  

5.5 Summary of discussion  

Generally, it can be concluded that the results of the literature as well as the qualitative research 

within this thesis, suggest that most of the operational risks resulting from the sanctions, such 

as secondary sanctions or uncertainty, are still current challenges for German organisations with 

varying severity. These challenges would have to be overcome with persistence by German 

organisations in Russia just as the challenges in the 1990s had to be endured as described by 

Holtbrügge and Puck (2009). Differences between the reviewed literature and this research 

pertain firstly to stakeholder management, as their interests and relations are more complex than 

expected, as seen in section 4.3. Secondly, differences pertain to the importance for reputation 

by the characteristics of an organisation, as outlined in sub-section 4.3.3. Thirdly, the setting of 

an organisation and its stakeholders plays a surprisingly strong role, as section 4.6 shows. 

Lastly, secondary effects of risk mitigation measures have as well to be assessed according to 

section 4.6 and 4.7. In the next chapter, the key findings of the thesis are summarized and 

contributions to theory and professional praxis are identified. Moreover, limitations of this 

study in conjunction with recommendations for further research will be reflected and explored. 
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Chapter Six: Conclusion and contributions to theory and praxis 

 

This chapter presents the contributions to theory and professional regarding both: Implications 

of Russia sanctions as well as reputational risk management, as required by the research 

questions stated in section 1.2. The main results of the research lead to a suggestive model for 

reputational risks management in the given context. The significance of this thesis has been 

attained by the review of the relevant literature in regards to the Russia sanctions and 

reputational risks management, as well as qualitative research in the form of semi-structured 

interviews. Thereby, the literature review has been the foundation for the qualitative research. 

The analysis in turn is coined by interpretivism as well as an inductive research approach, which 

created the flexibility needed to approach this complex, exploratory research. The last section 

of this chapter debates the limitations of the thesis and provides recommendations for further 

research. 

 

6.1 Contribution to theory regarding implications of Russia sanctions  

There are three main contributions to theory specifically regarding the implications of Russia 

sanctions. Firstly, the risk of substitution of goods and services – other than from the 

agricultural sector – exported by German organisations to Russia, as mentioned for instance by 

Heidemann (2016), could not be verified. On the contrary, the perceived value of products of 

high quality has even risen because of the difficulties on behalf of Russian companies to 

manufacture competitive products at a reasonable price. Thus, the risk of substitution by local 

competitors as a direct consequence of the sanctions is negligible for German organisations, if 

their own behaviour does not provoke such a step as described later in section 6.3.  

 

Secondly, the overall business climate – despite ongoing political tensions and the persisting 

risk of secondary sanctions – has been described by the participants of the study as much more 

positive and optimistic as summarized in the publications especially at the beginning of the 

Russia crisis by Gros (2015), Ernst & Young (2015), Nelson (2015) and the Economist (2016).  

This indicates that German organisations and Russian stakeholders have adapted to the 

economic situation (primarily less purchase power in Russia) since the implementation in 2014.    

Likewise, the findings show that organisations as well accommodated themselves with the extra 

effort and expenses coming along managing complex sanctions regimes. This may be based on 

the fact, that there is a steadily growing number of countries, which have been affected by 

countless sanctions since 1990s, as Portela as well suggests (2016).  
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The third concerns the role of traditional and social media. Szabo (2014a and b) and Kazun 

(2016) both focus in their research about Russia sanctions – and incidentally associated 

reputational risks – virtually only on traditional media as shown in section 2.2.5. Szabo (2014 

a and b) argues that television and newspapers in Russia portray Germany as one of the main 

drivers of the sanctions. Kazun (2016) claims that the deproblematisation strategy against 

Western sanctions in Russian has been successful. Yet, this study clearly indicates that social 

media is about to supersede traditional media among certain stakeholder groups such as 

customers or employees. Further, this study, as analysed in chapter 4, suggests that social media 

– given the sheer number of users (dynamics) as well as the reduced and hence nature of 

comments – has become a larger threat to the reputation of an organisation. This has several 

implications for organisations. Firstly, it is advisable to establish a social media monitoring 

with global reach as a means of early detection. Secondly, the risk mitigation measures have to 

be implemented accordingly, as described in the sections 4.6.6 as well as 6.4 paragraph “risk 

reduction”.    

 

6.2 Recommendations to manage implications of Russia sanctions  

The contribution to praxis regarding implications of sanctions consists of three dimensions from 

which recommendations are derived. The first dimension pertains to correct external situational 

awareness of the sanctions from end to end, i.e. from their debate in parliament up to their 

implementation as well as their implications to the own organisation and relevant stakeholders. 

This requires the use of local expertise in the sender country, which should not only be 

represented by own personnel but ideally as well by external legal consultants with ties to the 

respective authorities. Additionally, the external situational awareness requires employees in 

the sanctioned countries, who are able to determine the exact impact on their organisation. Thus, 

organisations should create as much transparency of risks – especially throughout the three lines 

of defence – and thereby certainty in the own sphere of influence as possible.  

 

This leads to the second dimension namely internal situational awareness. It has to be created 

and maintained about entity specific internal risks drivers such as beneficial owner structure, 

since family owned organisations seem to be especially sensitive to reputational risk in 

comparison to publicly traded companies, as elaborated in section 4.3. Further, the internal 

situational awareness of an organisation, for instance, includes the anticipation of secondary 

effects of own actions such as the consequences of a leak of reputational risk insurance for a 

specific stakeholder, which the findings in section 4.7 suggest.   
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The third dimension consists of safeguard measures from a legal perspective. Measures such as 

tracking of own goods, know your customer initiatives and regular awareness training for 

suppliers should be undertaken in order to prove that everything in the power of an organisation 

has been done, in to avoid an accidental breach of sanctions. This seems crucial to reduce the 

risk of secondary sanctions. All three dimensions have to be addressed by an agile management 

in the form of a council or task force, which should include representatives from all affected 

business units such as legal, (trade) compliance, finance, corporate communication, and the 

political department. Such a team of experts from various departments are able to manage 

complex sanction regimes, contribute different perspectives as well as needs and is eventually 

able to mitigate associated risks holistically. Yet, only one department or respectively one 

manager – preferably with the most competence who is mostly appointed by trade compliance 

– should install such a task force, should be held accountable and should represent the single 

point of contact. Thereby, challenges for a manager to create such a task force, such as 

identifying appropriate members or being empowered by for instance a c-level executive to 

have enough authority, can occur. Therefore, such a task force should have a sponsor in higher 

management who is incidentally in the position to have access to more needed recourses in the 

company. Further, the manager heading the task force should provide a target, work process, 

and timeline to the other members. This is advisable as a clear purpose – especially when 

working in a matrix organisation – is key for joint cooperation and success.  

 

6.3 Contribution to theory regarding management of reputational risks   

The contribution to theory concerning reputational risks is divided into a contribution to the 

general subject of reputational risks and a contribution to theory specifically regarding the 

Russia crisis. Regarding the general contribution to theory from this research, there is one 

prominent key aspect. The analysis of the qualitative research evidently shows that in praxis a 

reputational risk virtually never occurs on its own but is always a consequence of another (e.g. 

operational or legal) risk. This is a significant contribution because it demonstrates how 

complex reputational risk management is, as it is not limited to one part of an organisation. The 

contribution to theory specifically regarding the Russia crisis comprises three major insights. 

Firstly, the issue of over-compliance with sanctions, which has only been touched upon slightly 

by Niepmann & Schmidt-Eisenlohr. (2015) from a reputational risk perspective in the reviewed 

body of literature, needs to be mentioned.  
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Over-compliance that manifests in too cautious reactions such as pre-emptive termination of 

business relations could be interpreted by Russian partners as disloyalty that could further harm 

the reputation of a German organisation in the long-term, potentially eventually leading to a 

substitution. This risk has been emphasized by a majority of the respondents and has to be 

considered when analysing the risk appetite of an organisation operating under such conditions. 

Thereby, over-compliance with sanctions itself is a common phenomenon. However, it does 

not necessarily lead to a reputational risk in another context e.g. involving other countries. 

 

Secondly, an effect of downplaying the (initial) negative impact on the Russian economy by 

Russian propaganda as described by Kazun (2016) did – at least regarding the important 

stakeholder groups of the interviewees – not become apparent. In fact, Russian partners, who 

experience certain (financial) consequences of the sanctions, have been starting to express 

frustration of missing support by German organisations to influence European politicians 

aiming at lifting the sanctions regime. This can culminate in a reputational risk, if this 

frustration persists.  

  

The third aspect pertains to the upside and downside of reputational risks shown by the means 

of stakeholder relations by Fombrun, Gardberg and Barnett (2000) in section 2.3.4. The two 

figures merely describe the relationships – favourable or harmful – between certain stakeholders 

with an organisation (unidirectional). However, this study has shown that these figures should 

be amended by two dimensions in order to reflect the complex relationships that were actually 

observed in the qualitative research. On the one hand, the amendments should include that the 

relationships between an organisation and its stakeholders is always mutual. Both are depending 

from each other’s reputation and do not stand isolated on their own. On the other hand, the 

amendments should include the relations between each of the described stakeholders. In fact, 

especially conflicting stakeholder interests, rather than equal ones, were identified by the 

majority of the interviewees as one of the most difficult issues regarding reputational risk 

management. Hence, the findings of this study suggest that an organisation has to constantly 

monitor the each stakeholder and assess their intentions and interests.     

 

6.4 How to manage reputational risks  

This section generally offers several research-based practical recommendations in regards to 

management of reputational risks as well as of stakeholders. Overall, there are two principal 

findings:  
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Firstly, insufficient analysis of an organisation’s own stakeholders followed by indecisive 

decision making and hesitant communication may amplify or even create reputational risks, 

whereas the surrounding conditions such as the Russia sanctions may only serve as the breeding 

ground as it is depicted in the main sub-code “relationship management”. Moreover, an 

organisation should clearly communicate its requirements to any stakeholder for them to be 

compliant with one’s own standards e.g. regarding sanctions. The adherence to these standards 

should be controlled (audit) as should (customer) surveys for instance provide feedback on 

one’s own organisation’s behaviour. Further, measures such as “know your customer” or “know 

your employee” initiatives followed by a constant monitoring of each group are advisable.  

 

Generally, stakeholder management became more important in modern and complex 

knowledge-based societies, in which companies need to manage conflicting and graduated 

stakeholders interests and at the same time consider other restrictions such as compliance with 

sanctions, social responsibility or environmental aspects. Thereby, models such as the PUL 

model (Mitchell, Agle, and Wood, 1997) are suitable to measure, weigh, and visualise various 

stakeholder interests in a first step. Yet, it is advisable to go further with an analysis due to 

understand the nature of reputational risks posed by each stakeholders. Hence, surveys, as one 

interviewee recommended, are one favourable option to synchronize the own reputational risk 

perception with the perception of (external) stakeholders.  

 

Secondly, reputational risk management should entail a mixture of measures such as creating a 

reservoir of goodwill or the cover of an insurance flanked by the use of social media channels 

as the sub-codes “prevention” and “awareness” show. These measures divided into the four 

major options to manage risks are addressed in succession below.  

 

1. Risk transference  

One option to insert a second layer of protection is by risk transference i.e. the use of an 

insurance. However, this seems to remain within a niche according to this study. Thereby, this 

insurance would share its fate with insurance policies for terror attacks, where Extremus is the 

only respective insurance company on the German market (Brandeins, 2019). Another example 

for such a niche is pandemics. For example, Wimbledon was the only major sport event, which 

was covered by an insurance against Covid-19 (Insurance Business Mag, 2020).  
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2. Risk avoidance  

As seen in the paragraphs above, it is advisable for larger organisations to rely rather on their 

own risk management capacities (with emphasis on primary reputational risks) in order to avoid 

risks. Risk avoidance can primarily be achieved by prevention and awareness, as described 

above. Awareness amongst the employees created by e.g. regular training or timely 

communication campaigns is especially crucial. It is part of relationship management and 

should work as a constant reminder about reputational risks and the need for the contribution 

of addressed stakeholders (most importantly own employees). Additionally, the organisation 

signals transparency of its own risk exposure (vulnerability) by admitting certain risks, which 

can create the effect of solidarity, if it is conducted in a controlled manner.  

 

Awareness should be complemented by prevention, which can be achieved by early detection 

or, if possible, prediction of reputational risks, which emerge from insufficient stakeholder 

management – as seen above – but as well from political or legal risks. For this purpose, early 

detection of relevant political developments such as sanctions can be conducted by political 

advisors or strategy departments of an organisation or, if not present, by third parties such as 

renowned think tanks. Nonetheless, as seen in section 6.3, avoiding risks at a very early stage 

or by being over-compliant poses a risk in itself. Thus, it is essential for organisations operating 

in sanctioned countries that experienced managers with the adequate risk appetite for their 

organisation assess the risks in the given context to permit pursuing as many business 

opportunities as possible within legally allowed boundaries. 

 

3. Risk reduction 

Reputational risks or their impact can be reduced, if they cannot or should not be avoided. Yet, 

risk reduction generally involves a higher effort than avoidance because it requires more 

detailed planning and execution. Risk reduction can be divided into two domains – apart from 

the already mentioned stakeholder management. The first part pertains to human resources. 

Selecting only a special group of trusted local employees for delicate work related to sanctions 

constitutes the major advice. This is necessary because potentially compromising work such as 

trade compliance with sanctions can be considered as illegitimate by local employee’s 

governments or peoples and hence inherit a reputational risk. That is why organisations should 

involve only a few staff members with this kind of work and thus protect them from being 

denunciated as collaborators. 
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The second domain belongs mainly to corporate communications. Corresponding measures 

contain for instance the separation of the brand of an organisation from its products or services. 

The thus created additional layer of defence delivers more options of risk reduction with limited 

harm to the core brand. Furthermore, communication concepts, which define target groups, 

communication measures and key messages, represent a key success factor regarding reduction 

of reputational risks as it enables well-controlled transparency, which defines – in consultation 

with the legal department – which information should be disseminated when. Thereby, 

especially the role of social media plays a crucial and two-fold part. Social media need to be 

monitored as they often function as a fast and polarizing amplifier for reputational risks. Yet, 

they should also be utilized to amplify own messages among certain stakeholders to contain 

reputational damages quickly, although they are often not suitable to convey complex messages. 

Incidentally, they may help with the recommended efforts to build up a “reservoir of goodwill” 

(Coletti, 2017), which could again have a cushioning effect in case of a reputational loss. 

However, although reducing the impact or occurrence of reputational risks is clearly one of the 

key pieces of advice, it is highly recommended – as explained in sub-code “chances of gaining 

reputation” – to seize crises at best proactively by trying to even improve one’s reputation. 

 

4. Risk acceptance  

Lastly, if the three above-mentioned steps can (temporarily) not be implemented, conscious risk 

acceptance of the residual risk remains a solution. Thereby, it is exceptionally difficult to find 

the right balance between risk mitigation and risk acceptance. Further, risk acceptance, requires 

the continuous process of risk assessment, because the impact and/ or likelihood of (residual) 

risks may change rather quickly. Reputational risks, which have seemed acceptable for a long 

time may have to be reduced just by the demand of a new important stakeholder e.g. investor. 

Additionally, risk acceptance is a bold step, as it requires trust on behalf of the risk owner, who 

may be held liable in case of a misjudgement that all measures, which are humanly possible and 

justifiable, had been exhausted. Ultimately, an organisation should consider that its readiness 

for risk acceptance is a fairly good indicator of the level of risk affinity (or aversion) for others.  

The above-mentioned possibilities to mitigate reputational risks, however, are only a part of a 

bigger framework. Stakeholder management, which is elaborated as part of the literature 

research in section 2.3.5 as well as in section 4.3 as part of the qualitative research, is another 

crucial part of this framework. The qualitative research shows that there are two more aspects 

decisive: The precise analysis of the own organisation being the risk owner as well as its 

environment or context.  
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Only if the own risk exposure (what kind of organisation) depending on the stakeholder 

relations (who has which interests?) and the context (current political relations, which 

sanctions?) are understood, proper risk mitigation measures can be taken. The thus required 

internal and external situational awareness seems to be insufficiently reflected in the common 

reputational risk management models such as the RepTrack model (Fombrun, 2017) or the 

model by Rayner that includes factors creating reputation (2003). Therefore, in the next section 

a suggested model is described that could be used by German organisations in the context of 

Russia sanctions.   

 

6.5 Reputational risk management cycle  

To meet the needs of the above-mentioned complex dimensions, the researcher has developed 

a reputational risk management cycle, which generates its utility through the inclusion of all 

substantial findings of this study (figure 6.1 below).  

 

It is supposed to allow responsible managers in the given context of Russia sanctions with their 

interdisciplinary teams as part of a three line of defence model to implement a uniquely stringent 

risk management framework. Thereby, it is meant to achieve constant situational awareness 

about related internal as well as external factors that have influence on the reputation of an 

organisation. Based on this, its application allows reacting quickly, for instance, in case of over-

night implementation of sanctions or sparked adverse discussions on social media with large 

coverage. Furthermore, this model combines, as opposed to rather simplified models such as 

Coletti’s 4As (2017), reputational risk management much stronger with the aspect of 

stakeholder management. Thereby, the theory of existing stakeholder models introduced in the 

literature research section 2.3 and discussed in section 5.4 lay the respective foundation but are 

amended by the findings of this study, as pointed out in the following paragraphs. This leads to 

a more comprehensive and holistic risk management approach, with a particular emphasis on 

the facet of self-reflection contributing to its reliability.  
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Figure 6.1 Suggested model for holistic reputational risk management 

 

The model is designed as a cycle. Initiated by a trigger event such as the identified reputational 

risks in section 4.5, the process starts in the upper right quadrant by an analysis of characteristics 

of the own organisation. This has to be done in order to identify the individual risk score, based 

on the exposure as well as risk appetite as a foundation for further analysis, as described in 

section 5.3. Especially a larger change, for instance regarding the ownership structure, 

transformation of business model or a drop of the share price of an organisation, suggests to 

determine (again) the own reputational score by, for instance, conducting a survey, as 

recommended in section 5.4. A survey is recommendable because, while the characteristics of 

an organisation such as the ownership structure are rather stable, risk appetite and exposure 

may vary depending towards whom, i.e. which stakeholder, they are measured against. 

Therefore, the relations to stakeholders have to be understood to allow the extension from 

internal to external situational awareness.    
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This second process step of stakeholder analysis is illustrated in the below right quadrant and 

can be done in accordance with Fombrun (2000) by models such as the PUL (Mitchell, Agle, 

and Wood, 1997) for a start. The analysis includes their interests, which have to be assessed, 

weighed, and ranked from a reputational risk perspective and can as well be performed more 

thoroughly by stakeholder surveys, as mentioned above. This analysis should additionally 

include the distinction, which is not considered in the above-mentioned models, between 

primary (coming from stakeholders within) as well as secondary (coming from stakeholders 

outside) reputational risks, as mentioned in section 5.4, for target oriented reputational risk 

management later on. Furthermore, again unlike the aforementioned models, an organisation 

should – as part of the external situational awareness – assume a rather active role and as well 

assess the behaviour of its stakeholders in order to repel reputational risks originating from 

them. This can, for example, include sanctions compliance of business partners, compliance 

with legal obligations such as prohibition of child labour by third parties down the supply chain 

or even ethical conduct of single prominent customers. Moreover, the model requires, contrary 

to Fombrun’s unidirectional stakeholder relations model (Fombrun, Gardberg and Barnett, 

2000), the assessment of interlinks of stakeholders because their interests often times contradict 

each other, as showcased in section 5.4. Incongruent stakeholder interests, which need to be 

prioritized, are however likely to again create uncertainty. Thus, they have to be exactly 

analysed according to this model to enable conscious decision making. This levels up the 

complexity but at the same time approaches reality much more, which is in the given context 

of the Russia sanctions already characterised uncertainty, as pointed out in sections 4.9 and 5.1.  

Adding to this complexity, while clear reputational risks (relating to the same stakeholder 

groups) for German organisation in the context of Russia sanctions were identified in Russia, 

none could be confirmed in Germany.  

 

This dimension of environment and context is represented as the third step in the down left 

quadrant of the suggested model, lacks in the other reviewed models, as outlined in section 5.4. 

Consequentially, managers with respective (local) knowledge have to put the analysis thus far 

in context with the environment because the perception of reputational risks depends on various 

surrounding factors. These factors comprise of different cultural and ethical perspectives, for 

instance, in the two above-mentioned countries. In addition, they have dissimilar legal 

requirements that, amongst others, manifest in the sanctions and counter-sanctions, as described 

in section 5.4. Further, the ambient condition of time is another crucial factor regarding 

reputational risks.  
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Reputational risks may either increase or decrease over time, as seen in section 5.3, or when 

crystalizing may even spread explosively in the context of the domain of social media. 

However, this model should in contrast to other reviewed reputational risk models, such as the 

OECD model (2020), not only be seen in the light of the overall risk management and even 

crisis management, both indicating a preventive and rather negative notion. On the contrary, 

based on the reputational gain that was described in section 5.3, it is key to as well assess 

opportunities for increasing the reputation of an organisation, based on the assessed stakeholder 

interests and context, e.g. legal limitations.  

 

In this sense, the completed assessment of the environment and context – again contributing to 

external situational awareness – eventually leads back to the necessity of internal situational 

awareness to allow an organisation to have as well a holistic understanding of the given risks 

that were assessed in quadrant one to three). That is key to derive risk mitigation measures, 

which is the fourth step of this model. As shown in the upper left quadrant, appropriate and 

effective risk mitigation measures including communication have to be applied, as outlined in 

section 6.4 and based on the risk assessment before. However, the impact of measures 

themselves have also to be taken into consideration, as described in section 4.9 and 5.3, given 

that risk avoidance (i.e. prevention) or transfer regarding a risk associated with one stakeholder 

can create a reputational risk with another. This assessment of secondary effects is as well an 

addition to other reviewed reputational risk management models. The aspect of secondary 

effects even enhanced the holistic view on reputational risks and constitutes the cause for the 

process to be a cycle, as responsibilities need to go back and forth during the process that has 

no defined end.  

 

Furthermore, the model displays the need for controlled transparency as part of strategic 

corporate communications. This means that reputational risks may – for instance due to legal 

restrictions – not always be made transparent all at once. This goes hand in hand with the above-

mentioned fact that reputational risk management has to be linked to other areas of risk 

management within an organisation because it could be that other risks or opportunities 

(conflicting targets) may outweigh the potential negative impact of a reputational loss. 

Generally, the lists in each box in the corners of the model are not intended to be exhaustive. 

Further, the aspects are to be seen as interdependent variables. If, for example, one risk 

mitigation measure, one stakeholder interest or the cultural context changes, the whole situation 

has to be re-assessed accordingly as detailed in section 5.3.  
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The unique benefit of professional reputational risk management using this model is two-fold, 

as it provides stability in day-to-day business as well as resilience during crisis situations. 

Stability can eventually be achieved by external and internal situational awareness during states 

of affairs (e.g. sanctions regimes) that are otherwise characterised by uncertainty, as section 5.1 

shows. As outlined above and shown in the four quadrants of the model, situational awareness 

means to be familiar with all factors – positive and negative – that have an influence on the 

reputation of an organisation including possibilities for the own risk mitigation measures. This 

can increase the readiness (risk appetite) and certainty to pursue business opportunities that 

pose a reputational risk instead of pre-emptive termination of business relationships, which in 

itself is a reputational risk, as shown in section 5.1. Likewise, risks that need to be reduced, 

such as the exposure of local Russian employees, working in sanctions compliance, to wider 

parts of the company or even the general public according to section 5.3, can thus be more 

easily identified and mitigated.  

 

Resilience in the context of reputational risks can be achieved by a holistic risk management 

that provides trustworthiness, being one of the main drivers for reputation as seen in sub-section 

2.2.4, in crisis situations amongst important stakeholders. Thereby, the pro-active building of a 

reservoir of reputational goodwill, as recommended in section 5.3 and in the upper left quadrant, 

can cushion a potential reputational loss. Further, in a best case scenario, as described in the 

4.5.3 and 5.1 by the example of a logistics company that was one of the few in the industry that 

could maintain its supply chains when the sanctions were implemented first time, precisely 

knowing stakeholder demands, the (legal) context and (effects of) own possibilities can even 

create reputation. Thus quick recovery in case of a crisis or even using a crisis as an opportunity 

can create confidence among stakeholders. This is especially important to investors or creditors, 

as seen in sub-section 4.3.4 and 5.4, and may even support the financial stability of an 

organisation.  

 

6.6 Limitations and recommendation for further research   

Overall, the undertaken study has achieved the research aims by the chosen case study 

methodology. Nonetheless, there are certain limitations and recommendations on how to use 

with the research results. During the course of the research, the Russia sanctions became the 

new normal state of affairs with no relaxation in sight. Still, the current deadlocked situation 

provides yet undiscovered fields of research (Stent, 2020).  
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However, the researcher has – in the light of the historically special Russo-German relationship 

– focusing on German organisations and reached a high level of particularization. However, as 

far as generalisability of the research about reputational risks in the context of the Russia 

sanctions is concerned, this study gives little answer whether there might be reputational risks 

for German organisations in countries other than in Russia or Germany, for example in the USA 

or the Ukraine. Hence, further research including organisations from other countries might 

allow additional insights – especially regarding the applicability of the suggested model. 

Further, as reputational risks change over time, a repetition of the study in several years may 

have some merit. Recommendations from a methodological perspective lead into the direction 

of quantitative research. Surveys with each stakeholder of the participants’ organisations could 

be conducted on a large-scale to support the findings of this study and to learn more about their 

relationships. Such insight could add further utility to the findings of this research, for 

organisations. 

 

In summary, this thesis advocates the notion that reputational risks – despite being hard to 

detect, calculate, weigh, and mitigate – should be thoroughly managed by all largely exposed 

MNEs because of their potentially grave impact, as some of the organisations within the target 

sample have shown. The contribution to both theory and professional praxis made by this thesis 

is hoped to be a step forward in helping both theorists and practitioners to better understand and 

mitigate against reputation risks within the sensitive area of sanctions. 
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Chapter Seven: Personal development  

 

7.1 Introduction to my personal development  

The purpose of this section is to reflect on my personal development during the time of my 

DBA from 2017 until 2020, which comprises several dimensions. Meanwhile, I have been 

permanently assessing my learning style in order to become more aware of my strengths and to 

work on my weaknesses as Campbell (2014) suggests. This is in alignment with Drisoll (2000), 

who defines learning as a constant evolution resulting from experience and interaction with the 

world. Latter thereby not only refers to the academic or professional world but in fact to all 

facets in live such as friends and family or other private activities, which labour under the time 

consuming research.   

 

During the DBA I have kept a log to reflect about my personal development under the premise 

of Paul and Elder (2009) “critical thinking is thinking about your thinking while you are 

thinking in order to make your thinking better”. Additionally, I have been following a trial and 

error approach since I have commenced my DBA; especially regarding changes of my learning 

style in comparison to my previous academic studies. Kolb postulated this kind of learning 

procedure in his learning cycle containing the four steps of experiencing, reflecting, thinking, 

and applying.   

 

 

Figure 7.1 Learning cycle (Kolb, 1984) 

 

Hereafter, I will describe in more detail my development including my motivation, milestones, 

and way ahead. Further, I will showcase my learning style, which helped me overcome the 

challenges that came along with the DBA as distinct to previous studies at universities.  
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7.2 Baseline and my initial motivation 

I acquired my academic background, which is the basis for my DBA, during my master of 

science in history as well as by my MBA in international management. Thereby, the studies in 

history have been most useful, as it required extensive literature studies, which is similar to the 

literature research in frame of the DBA. Likewise, writing comprehensive seminar papers was 

comparably challenging although on a less sophisticated level. In contrast, the MBA was 

designed to learn about various disciplines such as logistics, financial accounting, marketing, 

HR, etc. on a superficial level. This overview provided beneficial information and relevant 

vocabulary for my then new corporate work environment. However, I have learned that I prefer 

deep knowledge in one field of expertise. This self-knowledge has been reinforced by my 

corporate work experience, which has taught me that most positions require very specific skills 

and understanding and therefore that there is little economic power to be found in general 

knowledge; even on medium management level. Additionally, the psychological GCI (Global 

Cognitive Index) test, which my fellow students and I took during the first year of the DBA, 

had a certain impact on my research. According to the feedback of the GCI, I should improve 

my relationship management, whereas my self-management and perception management skills 

were sufficiently distinct. That is why I was looking forward to the qualitative interviews to 

improve my relationship management and hence extend my professional network. 

 

My initial motivation consisted of several aspects. Firstly, I have been looking for the academic 

challenge. Secondly, I was interested to extend my knowledge about the political and economic 

relations between Russia and Germany. Thirdly, I wanted to extend my network with relevant 

and interesting managers in various industries and thus improve my relationship management 

according to the results of the GCI test. Therefore, the DBA with its stance in the corporate 

world as well as the academic world, as opposed to a PhD, seemed and eventually proved to be 

the right choice to accomplish these aims. Additionally, a motivation had been to utilize the 

acquired skills and the title itself to advance in my corporate career. However, this goal has 

been changing over the course of the DBA, as the engagement as a guest lecturer has shown 

me another option worth pursuing.  

 

The three main goals for my personal development were as follows: 

1. Deepening of self-organised learning   

2. Improvement of relationship management  

3. Development of teaching skills   
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7.3 How I tackled the main goals 

Achieving the first above-mentioned goal turned out to be the main challenge during the DBA 

programme – mostly when writing the thesis. Initially, I have perceived formalities, which are 

immanent in the British academic world, such as the ethics review as well as the annual review 

as obstructions on my way to submission. However, retrospectively I will admit that these 

procedures offer guidance and useful feedback. The ethics review forces any researcher to 

describe exactly the intended methodology and hence helps to reflect on ones goals from 

different perspectives. Likewise, I – after a while – embraced the annual review process, which 

at the beginning seemed to be a complicated process, as a small rehearsal for the upcoming viva 

voce. Therefore, both formalities can be seen as a litmus test for the determination of me as a 

researcher.  

 

The process of refining and developing of the research question has been another challenge for 

me. Initially, I wanted to cover the economic, financial and political impact of the Russia 

sanctions by my research. However, I quickly understood that there is already many 

sophisticated publications on this subject matter available. Therefore, I have with the guidance 

of my supervisors decided to focus on reputational risks for German organisations, which occur 

in relations to Russia sanctions. This process of opening up and narrowing the research question 

down can best be described as divergence and convergence. That is similar to design thinking 

processes used to develop IT as depicted below.  

 

Figure 7.2 Phases of diversion and conversion (Brodnick, 2018) 

 

Nevertheless, the focus once identified and fixed by the research question had to be kept during 

the whole time and should be echoed by every paragraph. Therefore, I appreciated the feedback 

from my peers as well as from my professors and mentor at work so I would not pursue other 

tempting areas of research, which were only loosely connected to my actual subject. 
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In addition to that, I had to find my own learning style, as the DBA required mostly independent 

academic research, which I had not done before to this extend. The first lesson in this respect 

had been to break down the huge thesis to smaller manageable pieces and aims. This had the 

benefit as well that I could ask my supervisors from time to time to provide feedback to sections 

and sub-sections of the thesis, which then I could revise. Finding my individual learning style, 

as Pashler et al. (2009) considers crucial, additionally included identifying my strengths and 

weaknesses. For example, I had to accept, that a doctoral thesis requires on top of disciplined 

work a lot more creativity than a MBA, which is often more of reproductive nature. Therefore, 

I focused in times, which were characterised by an increased level of stress at work, for instance 

on transcriptions of interviews and in times, which entailed creative energy, on the analytic 

parts of the thesis, as creativity cannot emerge at will.  

 

The second aim to improve my relationship management was a bit easier to accomplish. 

However, finding interview partners, who met my criteria and were willing to discuss this 

delicate topic, had been a difficult task. Especially the sensitivity of the issue, which has its 

roots in media reports or even in ongoing lawsuits resulting from the sanction, lead enquired 

members of the target group to reject participation, as the response rate of 50% clearly shows. 

Nonetheless, I was able to accomplish data saturation by the depth of the data quality provided 

by the interviewees. The incentivisation to share the (abridged version of) thesis with its results 

proved thereby to be useful, which is an important lesson for future research.  

 

Finally, I had the chance to work on my third aim i.e. improving my teaching skills, which is 

neither required nor common during the DBA programme. I could work as a guest lecturer at 

the University for Economy and Environment in Nürtingen-Geislingen once every three 

months. This has been a great opportunity to share my research and get feedback on the content 

as well as on my presentation skills. I took the students, who actually study automotive 

management, on a journey through the topic of reputational risk management starting from 

crisis management. Thereby, my approach was to lead the students through questions and trying 

to open up new perspective focusing on reputational risks generally than on Russia sanctions. 

 

Yet, to accomplish the above-mentioned goals required not only a work-life balance but also a 

family-thesis balance. Rightfully, I have to admit that it had been difficult not to neglect one of 

these important dimensions of my life and incidentally not letting the aim of final submission 

out of sight. Eventually, this has only been possible by the enabling support of my family.  
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7.4 Milestones  

There were plenty of milestones on my way from commencing the DBA programme up to final 

submission of the thesis. The first year included numerous seminars culminating with the 

research proposal and the approval of the University of Portsmouth to proceed with the DBA 

thesis. The research conferences in early 2019 at the ESB Reutlingen University respectively 

2020 online hosted by the University of Portsmouth were milestones, because I understood that 

these were welcome opportunities to receive feedback from attendant professors and peers.  

 

In my perception the ethics review posed the biggest milestone. The process involved quite a 

few iterations with my supervisors as well as the ethics committee and therefore took three 

months of time and required a deep engagement with the research methodology to a granular 

level. Eventually, the process helped myself gaining a better understanding of my research and 

the approval led to a significant, reassuring boost of my morale. Likewise, the annual review, 

which for me was partly a rehearsal for the viva, was an important moment during the DBA as 

my supervisor and the external professor provided useful feedback. Lastly, the end of 

information collection marked by the final interview represented the final breakthrough, 

because I had indeed achieved data saturation for my project.  

 

On the chart, the impact of the milestones on my motivation from zero to twelve are depicted.  

 

Figure 7.3 Level of motivation in relation to milestones 

 

7.5 Influence on my professional environment  

The doctoral programme has significant influence on my professional career as well. Especially 

the networking aspect has been very important, because I was able to get in touch with senior 
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managers in my own company e.g. from the political and compliance department as well as in 

numerous other companies. Thus, I gained a grasp of characteristics of industries outside the 

automotive industry and hence widen my horizon being sensitised for their challenges. 

Furthermore, as I first had been working with corporate security and then changing to anti-

money laundering, my daily work has been very much driven by risk management. Despite my 

professional background, I benefited enormously by underpinning my profound experience in 

risk management with a solid scientific basis.  

 

In addition to that, I have been supervising interns from university, who wrote their master 

thesis in my department. I have been in the position to support them in particular regarding their 

research methodology by the experience of my two master degrees and especially by the 

seminars in qualitative and quantitative research. Likewise, I could utilise the knowledge 

obtained during the seminar about qualitative research, when I had conducted customer surveys 

within my organisation. Obviously, it would be detrimental, when trying to apply scientific 

principles completely to a corporate work environment, where practical solutions are often 

required. However, the rigor required during my research was value added to the validity of 

data collection and evaluation. 

 

7.6 Conclusion and plan for future development  

Concluding, the DBA has had surprisingly many effects on almost all facets of my private as 

well as professional life. Luckily, the return on the investment of a great amount of my 

recourses, which I have spent for the programme, already became apparent during the process 

itself and put me into an optimistic mood for the future. Especially, the fact that I have 

accomplished a high aim against all challenges and that I have achieved a goal, which persists 

over time, makes me proud. However, I would not want to rest on my laurels but further utilise 

the knowledge and experiences I have obtained by e.g. working for the political department of 

a company, as political analyses are likely to become more and more important in an unstable 

world. This goes hand in hand with the chance to expand my guest lecture efforts. Additionally, 

I have been honoured being invited by one famous German think tank in Berlin to which I had 

contact during the course of my interviews, to present my findings, which is a great opportunity 

to share my findings and for further networking publicly. Therefore, the doctoral programme 

has not been an end unto itself accomplishing the academic grade but provided purpose on 

many levels throughout the my professional and private life.  
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Chapter Nine: Annex  

 

9.1 DBA project plan 

The DBA project plan is divided in three main parts. The first part consists of the lectures and 

papers, which had to be written in the first year and led to the final proposal submitted in June 

2018. The second part contained the actual work on the thesis, which started in summer 2018 

with the literature review, leading to the choice of methodology, which had been approved in 

June 2019, the qualitative research as the core of the study as well as its analysis. This second 

part has been constantly accompanied by the support of the supervisors as well as by feedback 

from peers for instance during research conferences, where the author presented his research. 

The third part, which is not depicted in figure 10.1 showing the general plan in accordance with 

the supervisors, entails the viva voce as well as consequentially the publication of the study 

potentially followed by further publications of findings during the project in form of journal 

articles or presentations.  

 

 

Figure 10.1 DBA project plan 

 

9.2 Exploration and use of secondary data 

Hereafter the methodology of the systematic literature review will be described. The literature 

review followed the guidelines of a systematic literature review (SLR) methodology built upon 

a five-stage process: 

 

Time horizon: Papers within the last 15 years were mainly used. Some journals and publications 

in regards to corporate strategy were significantly older but still worth reading (Hillman, A., 

1999).   
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Database selection: The author utilized research sources provided by the University of 

Portsmouth. Especially EBSCOhost is taken into account but Google Scholar and open sources 

(media) were used as well. 

 

Journal selection: All selected journals are rated with category 2 or higher within the categories 

“Strategy” as well as “International Business and Area Studies” of the Academic Journal Guide 

2015 published by the Associations of Business Schools (ABS). 

 

Article selection: The author used the following keywords combining them with the Boolean 

search method (or & and combination) to cover all relevant phrasing and writing possibilities 

of US/ EU sanctions against Russia and other means of governmental influences in this context 

and of course risk management. The initial run showed hundreds of articles and publications, 

whereby elimination of double counted papers had to be undertaken. After reading all of these 

articles, the author decided to further remove some of the articles, not contributing to the 

research question, to finally review more than 200 relevant journal articles, publications and 

interviews. Further, there are relevant newspaper articles to be found, which provide related 

background knowledge.  

 

Article classification: The articles are for the most part either classified as scientific articles 

from universities or as research papers from state-run think tanks.   

 

The literature review conducted in this study follows the guidelines of a systematic literature 

review in a five-stage-process. Especially for the parts of the review, that concern the recent 

developments in world politics mostly very recent papers have to be used. To back-up and 

explain those recent developments and activities older articles, of course, will be substituted as 

well to build a solid framework, in which the recent developments can be embedded. Still, the 

focus of those papers will also be on ones released in the last 15 years with the addition of some 

older high-impact papers that shaped the research in this field. The selected journals from which 

the papers will be extracted are rated with a category of 2 or higher within the categories 

“Strategy” and “International Business and Area Studies” of the Academic Journal Guide 2015 

that was published by the Associations of Business Schools. To find the relevant articles in the 

databases (mostly EBSCOhost, Google Scholar and open-source) respective keywords were 

searched by the Boolean search. 
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9.3 Further data regarding the Russia sanctions 

In the following paragraphs, the sanctions and restrictive measures against Russia in reaction 

to their actions destabilizing the Ukraine are described in more detail to illustrate their scope. 

On 6 March 2014, EU’s Heads of State or Government and their transatlantic partners strongly 

condemned the unprovoked violation of Ukrainian sovereignty and territorial integrity by 

Russia and demanded to withdraw its armed forces immediately to the areas of their permanent 

stationing. They stated that any further steps by Russia to destabilise the situation in Ukraine 

would lead to additional and far-reaching consequences in a broad range of economic areas. In 

view of the gravity of the situation, on 31 July 2014, the Council of the EU took restrictive 

measures in response to Russia's actions in Ukraine. On 21 December 2015, the Council of the 

EU first-time found that the meanwhile established so-called Minsk agreements would not be 

completely implemented and renewed the restrictive measures for a further six months in order 

to enable the Council to assess the implementation of those agreements further. The Council of 

the EU has been renewing the restrictive measures since. The first sanctions against Russia 

were imposed by US President Barack Obama in March 2014 as a response to Russian 

intervention in Ukrainian integrity and sovereignty (Nelson, 2017). The first set of sanctions 

was mainly targeted against Russian President Putin, his closest associates, and official 

representatives, who were allegedly involved in the initiation and escalation of Ukrainian 

conflict (64 people, institutions, and companies) (Ćwiek-Karpowicz & Secrieru, 2015). 

According to Obama, “these measures [sanctions] will increase Russia’s political isolation as 

well as the economic costs to Russia, especially in areas of importance to President Putin and 

those close to him” (White House Office of the Press Secretary, 2014). 

 

Among all the sanctions that were introduced against Russia from 2014 on, those that have 

affected operations of international companies in Russia include:  

 The US has stopped licensing of the goods and services for the defence sector in Russia 

(28.03.2014) (Rutland, 2014); 

 Termination of financing new projects in Russia by the European Investment Bank 

following the EU recommendation (18.07.2014) (Linnikov, 2017); 

 EU sanctions in trade and investment sectors aimed against Crimea and Sevastopol, 

(30.07.2014) (Bondarenko, 2014); 

 Introduction by EU of the sanctions against major Russian banks: Sberbank Russia, VTB, 

Gazprombank, Rosselhozbank, Vnesheconombank (31.07.2014) (Rutland, 2014); 
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 EU embargo on the military items importing and exporting in Russia; export ban for the 

dual-use items and military technologies in Russia or Russian military end users 

(31.07.2014) (Barkovsky, Alabyan &Morozenkova, 2015); 

 Range of additional sanctions implemented by the EU in 2016 (12.09.2016) and further the 

EU has prohibited various kinds of investments on the territory of Crimea and Sevastopol 

(20.12.2014) (Linnikov, 2017). 
 

The effects on of the Western sanctions combined with the falling oil prices and weakened 

positions of the Russian currency resulted in a decreased amount of foreign direct investment 

(FDI). Important data regarding FDI in the Russian economy was according to the results of a 

PwC (2017) as well as a German-Russian Foreign Trade Chamber report (2016) as follows:  

 In comparison with 2014 amount of FDI in the Russian economy showed a dramatic 

decrease by 70.6% in 2015.  

 In the first half of the next 2016-year amount of FDI showed a 10% growth, stipulated by 

the fact that a number of foreign companies announced their further growth in Russia.  

 The results of the survey showed that the total amount of planned investments in the Russian 

economy in 2016 was equal to 366 billion Euro, which is 20% higher than in 2015 (307 

billion Euro), but substantially lower than the ones of 2014 (566 billion Euro).  

 In 2015, German business representatives defined such sectors of the industry like 

agriculture, food production, information technologies and chemical productions as those 

having the highest investment priorities. 
 

In March 2016, EU’s Foreign Affairs Council agreed on five guiding principles for EU-Russia 

relations (Russel, 2016): 

 Implementation of the Minsk agreement as the key condition for any substantial change in 

the EU's stance towards Russia. 

 Strengthened relations with the EU's Eastern Partners and others in Central Asia. 

 Strengthening the resilience of the EU (e.g. energy security or hybrid threats) 

 Need for selective engagement with Russia on issues of interest to the EU. 

 Need to engage in people-to-people contacts and support Russian civil society. 
 

The imposed sanctions can be divided into three major groups:  

 Prohibition of financial transactions and freezing of assets of the individuals involved in the 

Ukrainian conflict (Myers, Becker & Yardley, 2014; Matlack, 2014) 

 Entry restrictions for decision makers (Ćwiek-Karpowicz, J., & Secrieru, S. (2015) 

 Sectorial limitations as in restrictions on oil- or military related items (Nelson, 2017) 
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9.4 Letter of invitation for qualitative research (example)  

 

Dear Sir or Madame,                 

I am a student at the University of Portsmouth and currently writing a thesis to earn the doctorate 

of business administration (DBA). I am writing you with a request to participate in my research 

project titled “Risk management within German organisations in the context of Russia 

sanctions: What can an organisation do to mitigate reputational risks?” I have chosen to contact 

you because of your long-term professional experience with Russian organisations respectively 

in risk management.   

The basis for conducting professional reputational risk management for German organisations 

in the context of Russia sanctions rests on the preparation of comprehensive and fact-based risk 

analyses. Such analyses serve as the fundamental basis for implementing measures to protect 

an organisation and its employees against secondary sanctions or reputational damage.  

The research project aims to outline the actual reputational risk for German organisations 

operating in Russia. Further aim is to understand, how these risks are detected, how they are 

mitigated –for instance by language regimes, information to employees or insurance policies– 

and whether the mitigation has been effective.  

The empirical analysis comprises of semi-structured, exploratory expert interviews, which are 

scheduled to be conducted in a time span of four months, namely from April until August 2019. 

In order to gain valid insights, with particular focus on the practical area of employees, I would 

very much welcome your acceptance as potential interviewee. I kindly ask of you to spare an 

hour of your time to engage in an open discussion with me – equally possible via phone or 

Skype – in order for you to present your opinions and experiences with regards to the above 

outlined topic. Rest assured, all collected data will be kept confidential and anonymous.  

 

In the hope of having aroused your interest and your potential support, I very much look forward 

to a response from you. The scheduling of an appointment is flexible and will be adapted to 

your schedule. 

 

Many Thanks! 

Sincerely,  

Jens Michael Westrich (jens.westrich@myport.ac.uk) 

 

 

mailto:jens.westrich@myport.ac.uk
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9.5 Interview questions 

1. Which department of your organisation has been dealing with risks posed by the sanctions? 

 

2. How were you informed by your organisation about the development of the sanctions? 

 

3. Were you given any code of conduct or language regime to comply with the sanctions? If so, 

was it helpful? 

 

4. What kind of other communication would have been useful for you from today’s perspective? 

 

5. What kind of concrete risks resulting from the sanctions was your organisation confronted 

with?  

 

6. Did any of these risks also had an impact to your organisations’ most important stakeholders* 

in respect to reputation? 

 

7. With which reputational risks was your organisation confronted in Germany for maintaining 

a (business) relationship with a Russian organisation for the past years?  

 

8. How did your organisation detect and manage these risks? 

 

9. With which reputational risks as your organisation confronted in Russia as working with an 

organisation from one of the sender countries?  

 

10. How did your organisation detect and manage these risks? 

 

11. Has your organisation thought of transferring reputational risks using an insurance policy?  

 

12. Do you have any additional remarks or would you like to talk about further aspects that are 

important for you? 

 

*Examples for stakeholders: Customers, suppliers, employees, media, regulators, activists, 

investors, partners 
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9.6 Ethical approval documentation  
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