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Objectives of Presentation

To provide an overview of the process of
globalisation and transnationality

To Introduce the concepts of Business Diplcy
Management and Business Diplomats

To describe the needed competencies for Business
Diplomats
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Forces impacting the Field of
Business Management

Despite Financial Crisis: Un-abating Globalisation
and continous effort to conclude the WTO Doha
Round of WTO negotiation

Increasing regulatory strengths of the internation
governance bodies (e.g., trade, labour conditi

human rights, environmental issues)
Rethinking of corporate citizenship and ethics

Growing linking of non-economic issues with trade
concessions (e.g., human rights, labour conditions,
environmental impact)

Tension between MNCs and host countries dg
common and divergent interests
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Transnationality Index

(UNCTAD, World Investment Report, 1998)

e A composite of three ratios --

Foreign Assets Foreign Sales  Foreign Employment

Total Assets Total Sales Total Employment

e The growinginternationalisation of
assets has contributed the most to

the increase In transnationality L2
iIndex worldwide @




Transnationality

Forces of globalisation will continue to
lead to an increase In the degree of
transnationality of firms in the mediu

term, iIndependently of the size, sector and

location of the TNCs

(Survey of 3000 managers of TNCs and
International experts around the world and

supplemented by 100 interviews, 1999NCTAD) Q&
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Transationalisation Indicators
(n = 3000)
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Averages In Transnationality and
Foreign Assets by Industry (1996)

Industry

Average
transnationality
(%)

Foreign Assets
(Billion Dollars)

Foreign Assets g
% of top 100
TNCs foreign

assets

Food &
Beverages

67.2

9.5

Chemicals &
Pharma.

65.5

13.1

Miscellaneous

62.4

7.8

Electronics &
Electrical Equip

SYRS

35.7

Oil, Petroleum
& Mining

52.1

331
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Averages In Transnationality and
Foreign Assets by Industry (1996)

Industry

Average
transnationality
(%)

Foreign Assets
(Billion Dollars)

Foreign Assets a
% of top 100
TNCs foreign

assets

Telecom

47.9

50

2.8

Automotive

43.¢

21.1

Diversified

39.2

73

Trading

29.0

56

Total

54.8*

1'808

*Average
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Implications
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Issue

(%)

Traditionalpublic relationsis not a

|

sufficiently adequate instrument
to support a corporation’s
business Iinterests




Calling for Strengthened
Diplomatic Function of Business

"‘Business Diplomat”




vs Business Diplomat

/‘ Government

TNC Country 1

Subsidiaries

abroad /. Lal_)our
Union

Country 2

4@ Tribal

Country 3 Leader

Country 4 ' Party

International
Governance
Bodies

Political

G EN,

BD = between TNC and external constituencies
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BD = Business Diplomat

Manager/Former diplomat/ Diplomat-on-
secondment who manages interfaces
between TNC and external non-business
constituencies like Labour Unions, Tribal
groups, NGQO'’s, UN agencies and various

civil society groups In foreign countries

CD = Corporate Diplomat

Manager who interfaces between TNC and its foreign
subsidiaries either from national Headquarters to N
subsidiaries or from main subsidiaries to HQs l.s y/
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Business Diplomacy Function

“Business Diplomacy Is a strategic
response to the increasing complexit
the operational environment of global
companies.”

(Saner, Yiu & Sondergard, 2000)
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An Initial Pilot Study

 Former senior diplomats, at the
Ambassador level (N =7)

e Currently consulting or working with

TNCs
G EN,




Preliminary Analysis of the Pilot Study
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Findings

Survey based on BD competencies as described
In the article

“Business Diplomacy Management: A core
competency for global companies”

(Saner, Yiu & Sondergaard, 2000) SEN,

.



Importance of Different Constituencies
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Interaction with Constituencies

F

[] Most Increase

Int Int Nat Host Home

Orgs NGOs NGOs Govt Gowt OENy
% of respondents saw increase (Q7) @
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Interaction with Constituencies

e Reasons for the increase
— Changing legal framework

— Counter threats of civil disturbance
terrorism

— Rapid growth of environmentalism
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Monitoring Business Environment

 57% of the respondents reported that companies
systematically analysed the political-social and
environmental developments in the key regions
and countries where these companies were &
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Corporate Reputation

* 47% of the respondents reported that
companies systematically monitor their
corporate reputation in the countries
operation

LSNo




Influencing the Operating Conditions

e 40% of the respondents reported that
companies systematically influence the
development of international governal
structure and regulations

LSNo




knowledge Areas Cruclal for Business
Success Worldwide

Interplay of Economics,

Politics & Culture |
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knowledge Areas Cruclal for Business
Success Worldwide (2)
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Risk Anlys stakeholder

Promoting BD

Influencing Int-Neg

Analytical tools

Public speaking

0% 20% 40% 60% 80% 100%
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Influencing Stand.Set.

[ ]
Infl. Int diplomacy [ ]
[ ]

Influencing S-N Orgs

Dialogue Int/Nat

BD Info Sys

Dpl. Prac&protocol
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Implications for Global Businesses

* Global corporate citizenship requires
competent business diplomacy management

* Relationship with nc-business stakeholde
IS Important to the botto-line and genere
sense of community well-being

* Business diplomacy needs to be a new core
competence of the global company and be

developed through training




Developing New Business Diplomacy
Competencies Through:

* Inter-professional job rotations
(examples: USA, France)

raining
— In business diplomacy management
— In economic diplomacy

v




Implications for Business Schools

 Emerging demands for training on business
diplomacy (BD)

o Adapting the curriculum to the interpl
between socio-political conditions of the
local communities and their impact on FDI

 Addressing the role of TNCs regarding

sustainable development GEN,




Final Comments

Business diplomacy will help to create a more
equitable development due to globalisation

Business diplomacy will facilitate a more inclusiv
process of globalisati

Business sustainability Is at stake If corporataa
responsibllity fails to be part of the businessagmun

Sustainable development needs collaboration of
business community, governments and
civil societies

WOENY
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Qualifications of A Business Diplomat

e Economic and Business Know-how

— through career as company representative with 3-5
years experience in different foreign countries

— through a MBA education or economics degrees

e Diplomatic Know-how

— through being a career diplomat, e.qg., retired diplomat,
diplomat-on-secondment

— through management training in business diplomacy,
e.g., corporate managers

G EN,
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