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Commercial diplomacy and multistakeholder diplomacy

Intention of the paper is to emphasize the fact that the commercial diplomacy today becomes less state-
centred and more multistakeholder in its substance. The context is aimed to the analysis and discussion
if commercial diplomacy has the attributes of multistakeholder diplomacy. The summary of main actors
involved in commercial diplomacy is presented and types of structures used by governments performing
commercial diplomacy are described. Additionally, the role of state and non-state actors in commercial di-
plomacy is discussed together with differences between state-centred and multistakeholder diplomacy. Fi-
nally, the attributes of a commercial diplomacy from the perspective of the multistakeholder diplomacy are
highlighted.
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JI. KyxxmoBa
IJKOHOMHUKAJIBIK JAUILIOMATHS KIHE KOITereH aKTepJIepAiH JUIIOMATHSCHI

By MakasiaHbIH Heri3ri MakcaTsl OOJIBI TaOBIIATHIH AEPEK — Ka3ipri yaKbITTa SKOHOMHUKAJIBIK TUIIIIOMATHS,
IIBIH MOHIHJE, MEMJICKETTIK-Oarmapibl OodyaaH Tepl akTepiep/iH KaH-)KaKThl BIHTHIMAKTACTHIFbIHA
LIOFBIpJIaHFaH. MakataHblH Ma3MyHbI SKOHOMHKAJIBIK JUIIOMATHsIFa KOITEreH akTepiep/IiH ANTUIOMAaTHs
aTpuOyTTaphIHBIH Kipyl Typasibl mikipcaiibicka OarbpiTTanraH. Makajajga SKOHOMHKAJBIK JUTUIOMATHsIFa
KaTbIChI Oap HETi3ri akTepiep MEH SKOHOMHUKAJIBIK TUTIOMATHSHBI ICKE achIpy/la MEMJICKETTIH KOJIIaHATHIH
KYPBUIBIM TYPJIEPi Typajibl ka3blIFaH. MEMIICKETTIK JKOHEe MEMIICKETTIK eMeC aKTepiIep/IiH SKOHOMHUKAIIBIK
JIIIIOMATHSAAFBI POJli )KOHE SKOHOMHKAIIBIK JUTIOMATHS1a MEMJIEKET HETi3T1 pell aTKapaTblH JUIUIOMAaTHS
MEH KONTEreH aKTepJICpAiH AWIUIOMATHSCHIHBIH aibIpMaIIbUIBIFEl TalKbuiaHaabl. COHBIHIA aKTepleIiH
Ke3Kapachl OOMBIHIIA JUILIIOMATHS aTpUOyTTapblHA epeKIle KOHIT OOiHTeH.

Tyitin ce30ep: SKOHOMMKAJIBIK JUIJIOMATHs, KONTEreH akKTeplepAiH IUIIOMAaTHSACHl, MEMIICKETTIK-
OarapJibl TUIIIOMATHSI.

JI. KyxxmoBa
IKOHOMHYECKAS IUIIJIOMATHSA U AUIIJIOMATHS MHOTHX AKTEPOB

L[em,}o 9TOMU CTaThH SIBIISCTCS NOAYCPKHYTH TOT (baKT, YTO 3KOHOMUYCCKAA AUIJIOMATHS B HACTOALICC BpCMA
IO CyHICCTBY MCHEC IroCyJapCTBECHHO-OPUCHTUPOBAHHAA U B OoJIbIICH CTEEHH COCpEAOTOYCHA HA MHOT'O-
CTOpPOHHEC COTPYAHHUYCCTBO AKTCPOB. COI[Cp)KaHI/Ie CTaTb OPHUCHTHUPOBAHO HaA aHAJIU3 U JOHUCKYCCHUIO,
HUMCCT JIM SKOHOMHUYCCKasa AJUITJIOMAaTHuA anI/I6yTI)I JAUTUIOMATUU MHOTHUX aKTCPOB. B crarbe onuceiBaroTcs
OCHOBHBIC aKTCPhbI, YHaCTBYIOIIHC B SKOHOMHUYECKOI AUIUIOMATHUU U TUTIBL CTPYKTYP, KOTOPBIC IPABUTCIIBCTBA
HCIOJIB3YOT B paln3alun SKOHOMHMYECKOI JUITIJIIOMaTHH. O6cy>{<z{aeTc51 POJIb TOCYAAPCTBCHHBIX U
HETOCYAapCTBCHHBIX AaKTECPOB B SKOHOMMYECKOM JUTUIOMATUU U pas3jining MEKIYy ILHHHOMaTHeﬁ, B KOTOpOﬁ
rocyaapCTBO UMECT LHCHTPAJIbHYIO POJIb U Z[HHHOMaTHeﬁ MHOTHX aKTCpPOB. B KOHIC MOAYCPKHYThI anI/I6yTLI
C TOYKH 3pCHUSA AUIUIOMATUU MHOT'UX aKTCPOB.

Knwueegvle cnosa: >xoHOMUYECKAs AUIUIOMAaTvd, AUIUIOMATUsd MHOT'MX aKTEpOB, TOCYyAapCTBCHHO-
OpPHUCHTHUPOBAaHHAA AUITJIOMATHS.
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10 Commercial diplomacy and multistakeholder diplomacy

Introduction

Commercial diplomacy represents a significant
part of diplomatic work. It can be taken as one of the
dimensions of diplomacy and defined as the work
done by the government to promote both export and
inward investments. In some countries the concept
of commercial diplomacy is interpreted broader,
e.g. in Germany. In this case commercial diplomacy
includes export and import promotion and inward
and outward investments [1]. In the field of com-
mercial diplomacy governments play an important
role but they do not act alone. Especially nowadays
in many countries the non-governmental actors and
private sectors are involved in commercial diplo-
matic activities.

Multistakeholder diplomacy is an innovative
diplomatic method aimed at facilitating the objec-
tive participation of all parties concerned in discus-
sions on and debate over particular issues at stake. It
is based on the principles of mutually shared exper-
tise and information. The multistakeholder approach
to diplomacy brings a synergy between state and
non-state actors in their efforts in solving problems
of politics, trade, etc. The concept accepts the wide-
ly appreciated view that a state alone cannot solve
all matters how powerful a state is.

The aim of the paper is to point that commer-
cial diplomacy today becomes less state-centred
and more multistakeholder in its substance. The
main actors involved in commercial diplomacy are
identified and the structures used by governments
performing commercial diplomacy are described. It
is analyzed if a commercial diplomacy has the at-
tributes of multistakeholder diplomacy. The context
of the first part is aimed to the commercial diploma-
cy, its definition and the role and types of state and
non-state actors. In the second part multistakeholder
diplomacy and differences between state-centred
and multistakeholder diplomacy are specified. In the
third part the attributes of commercial diplomacy
from the perspective of multistakeholder diplomacy
are highlighted.

Commercial Diplomacy versus Multistake-
holder Diplomacy

There are different definitions of commercial di-
plomacy. Some are more general and can be referred
as the definitions on macro level. They define com-
mercial diplomacy as a part of economic diplomacy
concerned with economic policy issues. These defi-
nitions include more negotiations of trade agreement
and their implementation [2]. Except of them there

are much more specific definitions, referred as defini-
tions on micro level. They are focused on trade sup-
port and inward and outward investment. For the pur-
pose of this paper Lee’s definition of commercial
diplomacy will be applied. Lee defines commercial
diplomacy “as the work of a network of public and
private actors who manage commercial relations us-
ing diplomatic channels and processes” [3]. In the
paper the term “‘state actors” covers governmental ac-
tors. “Non-state actors” stands for non-governmental
actors, e.g. chamber of commerce, various trade pro-
motion organizations (TPOs) or investment promo-
tion agencies (IPAs). Characteristic aspects for com-
mercial diplomacy are:

e the number of departments/ministries taking
part in commercial diplomacy,

e the level of government where the services
are provided — central, regional, local,

e the character of actors taking part in commer-
cial diplomacy — public, private or mixture of public
and private.

Initially foreign economic issues, including
commercial diplomacy, were mainly in the respon-
sibility of the ministries of foreign affairs (MFAs) of
central governments as they are in charge of foreign
affairs of a country and operate an embassy network
[4]. Presently many governments reorganized their
diplomatic systems and the commercial activities
become primarily handled by the economic and
trade ministries [5]. In such case the main respon-
sible ministry/department is economic/trade min-
istry and ministry of foreign affairs provides sup-
port via an embassy network and a diplomatic staff.
Staff members of commercial sections of embas-
sies and consulates can be commercial diplomats
or commercial representatives. There is a certain
amount of countries where the central governments
decentralized their power to regional governments
and this means that the regional levels of govern-
ment also take an active role in pursuing commercial
diplomacy [4]. For example, in the case of Belgium,
it is mainly the regional authorities of Flanders, Wal-
lonia and Brussels that are entrusted with the task
[6]. Though the regional governments participate,
the central government is usually the coordinating
body.

Responsibility for commercial diplomacy can
have one ministry — ministry of foreign affairs, two
ministries — ministry of foreign affairs and econom-
ic/trade ministry or eventually there is the possibili-
ty to establish special entities, what is called a “third
agency” as it is in the case of International Enter-
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prise (IE) Singapore [7, 8]. IE Singapore is a statu-
tory board under the Ministry of Trade and Industry
of the Singapore Government. Since 2002 facilitates
the Singapore-based companies and promotes inter-
national trade. IE Singapore originated from a re-
organization of what used to be called the Singapore
Trade Development Board (TDB). The TDB was
formed in 1983. The commercial representatives
who are not career diplomats are appointed to key
positions of economic sections of embassies and
consulates and closely work with the diplomatic staff
of the embassies. There are some countries that have
merged their ministry of foreign affairs with their
ministry of trade to create one consolidated ministry
[7]. Such system is applied in Australia (Department
of Foreign Affairs and Trade, DFAT) or Canada (De-
partment of Foreign Affairs and International Trade,
DFAIT). In other countries MFA is responsible
for commercial diplomacy as it is in the Slovak Re-
public (Ministry of Foreign and European Affairs,
since 2011). This arrangement of commercial diplo-
macy is called as unified [7, 8, 9, 10]. In case of the
United Kingdom (UK), the government has created
a joint body of the ministry of foreign affairs and
the ministry of trade to coordinate export promo-
tion. It is the UK Trade & Investment (UKTI), em-
ployees are commercial diplomats and the system is
referred as part unification [7].

There are countries, such as the US, India or
Switzerland where it is the ministry of trade that is
still primarily, but not exclusively, responsible for
export promotion [11, 7, 10]. In Switzerland the
Ministry of Foreign Affairs (EDA) is responsible
for diplomacy but the commercial diplomacy is car-
ried out via economic departments of embassies and
managed by the Ministry of Economy (EVD) spe-
cifically the State Secretariat for Economic Affairs
(SECO). The system is called as competition [7, 8].
The SECO is the Confederation’s competence cen-
tre for all core issues relating to economic policy.
On the domestic front, SECO acts as an interface
between business and government. SECO also helps
to ensure access to all markets for Swiss goods and
services and investment. Except of SECO OSEC
(Office Suisse d’Expansion Commercial) has been
responsible since 2008 for promoting Switzerland
as a business location, as well as promoting imports
and investments on behalf of the SECO. OSEC’s
activities in promoting foreign trade include coor-
dinating a tight network (Business Network Swit-
zerland) of skilled partners at home and abroad. In
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Switzerland, OSEC works with cantonal chambers
of industry and commerce, the chambers of business
and economy and also with the cantonal ministries
for economic affairs and economic development
agencies. Abroad the network comprises, amongst
others, 19 Swiss Business Hubs (SBH), which are
established in growth and key markets at Swiss em-
bassies and bilateral chambers of commerce. SBH
exist in the following countries and regions: USA,
Canada, Brazil, Spain, the United Kingdom, France,
Germany, Italy, Austria, Poland, Russia, the Gulf
States, South Africa, India, ASEAN, China, Japan,
Korea and Hong Kong.

Another system described by Rana is renun-
ciation. In this type the ministry of foreign affairs
does not play an active role in bilateral economic
work. Example is Germany. Since 1971 Germany
has implemented three-pillar system of commer-
cial diplomacy. The whole system is coordinated
by the Federal Ministry for Economics and Tech-
nology (BMWi) and constituent pillars are German
embassies and consulates of MFA (Auswaertiges
Amt, AA), the Foreign Chambers of Commerce
(the AHKSs) and Germany Trade and Invest (GTAI).
GTALI is the foreign trade and inward investment
agency. The AHKSs are in many countries over the
world and are closely linked to the Inland Cham-
bers of Commerce (IHKs). IHKs and AHKs support
German companies in building up and consolidating
their business relations in Germany and host coun-
tries. AHKSs are bilateral chambers, autonomous and
active not only for German companies but also for
the host country enterprises. In Kazakhstan AHKs in
Astana (Representation of the German Economy
for Kazakhstan) and Almaty (Representation of
the German Economy in Kazakhstan for Cen-
tral Asia) are present. German economic interests
abroad are supported by others subjects though they
are not directly responsible for commercial diplo-
macy, e.g. umbrella organization of the network
of the bilateral AHKs and the IHKs is the German
Association of Chambers of Commerce and Indus-
try (Deutscher Industrie- und Handelskammertag,
DIHK, formerly DIHT). Since 2000 the German
Centres for Industry and Trade (Deutsche Industrie-
und Handelszentren DIHZ also “German Centres”
or “Haus der deutschen Wirtschaft” or ,,Deutsche
Hauser) are sometimes referred as the fourth pillar
of German commercial diplomacy [1]. The first cen-
ter was established in 1995 in Singapore and since
then the centers in China, India, Indonesia, Mexico
and Russia were established.
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Nowadays, non-state actors play a signifi-
cant role in diplomacy [4]. The main non-state ac-
tors which represent business interests are cham-
bers of commerce, trade promotion organizations
(TPOs) and investment promotion agencies (IPAs).
The most significant variations between countries
are in regard to the structural form of the agencies
that are given responsibility for export promotion.
The reasons behind this are not always obvious.
Seringhaus and Rosson identify country philoso-
phy and the history of business-government inter-
action as explanations [12]. It seems that political
issues, the homogeneity of the country and the size
of the country are other explaining factors.

The next important factor of commercial diplo-
macy is its character if it is public, private or mixture
of both [13]. Some countries have instituted a form
of structure that is purely governmental e.g. Canada,
UK, the Slovak Republic, Switzerland. However,
not all countries adopt such a structure. The best ex-
ample is Austria, where it is the Chamber of Com-
merce (Wirtschaftskammer Oesterreich, WKO) that
was entrusted to provide the commercial diplomatic
services [13]. WKO provides commercial diplo-
macy via specialized unit Foreign Trade Austria
(Aussenwirtschaft Oesterreich, AWO). Foreign cen-
ters WKO/AWO act as the commercial centers of
embassies and consulates, which give them the dip-
lomatic character though the employees are com-
mercial representatives. In Kazakhstan it is Aussen-
wirtschaftsCenter Almaty. In comparison, while in
Austria the Chamber of Commerce is responsible,
in Germany the structure which combines the gov-
ernmental structure and chamber of commerce is
adopted. Many countries adopt a public-private or-
ganizational structure [14]. Moreover, it seems that
most of the government led agencies are welcoming
support from the private sector or integrating it into
its structure, which confirms the public-private part-
nership tendency [2].

The scale of actors engaged in the diplomacy di-
rectly or indirectly is diverse. This diversity of actors
has attracted varying terminologies, of which “multi-
stakeholder diplomacy (MSD)” is one. “Actors, in-
cluding states — commonly identified as the genera-
tors of diplomacy — are no longer able to achieve their
objectives in isolation from one another. Diplomacy
is becoming an activity concerned with the creation
of networks, embracing a range of state and non-state
actors focusing on the management of issues that
demand resources over which no single participant

possesses a monopoly ” [15]. The states and their ap-
paratuses through which they conduct their business
are responding to a plethora of internal and external
actors. In this context MSD is a new model of diplo-
macy and there is a debate about how it relates to con-
ventional models that are referred to as state-focused
or state-centred. Differences can be seen in context,
forms, participants, roles, communication patterns,
functions, location, representation patterns and rules
[15]. For the purpose of the paper only some of them
will be discussed — form, participants, roles and com-
munication.

In the state-centred model — the state is termi-
nal authority. Participants are diplomats whose cre-
dentials are based on principles of sovereignty. Dip-
lomatic agents possess diplomatic immunity. Com-
munication is hierarchical, focused on governments
and confidential. Diplomatic relations are among
sovereign entities, defining and promoting national
interests. Clear and normative behaviours are de-
rived form sovereignty-related rules and protocol.

In the multistakeholder model — multiple spheres
of authority can be seen. The leader may be govern-
ment or other stakeholder. Multiple participants based
on varying models, frequently based on bisectoral or
trisectoral model incorporating governments, busi-
ness and NGOs. Participants are stakeholders whose
credentials are based on interests and expertise. Com-
munication is multidirectional. Information and re-
sources are exchanged through networks.

In contrast to the traditional, hierarchical model
of diplomacy that stresses the centrality of intergov-
ernmental relations, MSD is a reflection of a much
more diffuse, network model. “A policy network can
be defined as a set of relatively stable relationships
which are of a non-hierarchical and interdependent
nature linking a variety of actors, who share common
interests with regard to a policy and who exchange
resources to pursue these shared interests, acknowl-
edging that cooperation is the best way to achieve
common goals” [16]. MSD establishes relationships
of varying scope and composition, which, for exam-
ple, bring governmental actors and business together.

The main objective of this paper is to examine
commercial diplomacy from the view of multistake-
holder practices or arrangements with a focus on
multistakeholder aspects — participants, roles, com-
munication and forms.

Participants and roles — As it was showed in
the first part in commercial diplomacy is involved a
great scale of state and non-state actors. Nowadays
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ministries of foreign affairs or trade ministries take
the role of co-ordinators in synchronising a broad
spectrum of institutional and commercial interests.
Interests expressed by domestic stakeholders are
taken into account in the formation of economic
strategy and priorities of a state. Non-state actors (in-
dustry associations, chambers of commerce, TPOs,
IPAs, trade unions and entrepreneur groups) often
enter into a dialogue with government structures
(parliament, MFA, trade, finance and agriculture
ministries) in promoting economic agendas and in
influencing them. Ad hoc interactions are common.
A trend can be seen towards institutionalisation of
domestic stakeholder relationships with the profes-
sional diplomatic guild. For example the Canadian
Department of Foreign Affairs and International
Trade integrates a multistakeholder model in its
diplomatic practice. It holds regular dialogues with
the business community, state and territory govern-
ments, NGOs, labour unions, community groups,
and all others with trade related issues. Appropri-
ate platforms such as National Trade Consultations
and Trade Policy Advisory Councils enable this on-
going discussion. NGOs are also part of the group
advising the Foreign Minister on multilateral trade
policies and bilateral trade agreements [17].

Communication — Except of hierarchical com-
munication between ministry of foreign affairs and
embassies and economic/trade ministries a multidi-
rectional communication is used. Information flow
through network of embassies and trade agencies
enables exchange of resources. The rise of new tech-
nologies and social media (e.g. e-mail, blogs, Web
site and service, wikis) has also opened additional
channels of communication for diplomacy includ-
ing commercial diplomacy. These e-tools typically
function as networks. The World Wide Web has con-
sequences for a commercial diplomacy which relies
so much on communication.

Forms of interactions between direct actors of
commercial diplomacy and indirect domestic stake-
holders may include practices visible in a number of
processes within:

e permanent and/or periodic consultations be-
tween commercial diplomats and commercial repre-
sentatives and domestic stakeholders,

e dialogue with domestic stakeholders on both
a formal basis (seminars, conferences) and an infor-
mal basis (meetings, round-table discussions),

e inclusion of personnel from business and
academia in official delegations or to international
conferences,
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e multi-dimensional supports (financial, mate-
rial, exhibitions and institutional) to stakeholders in
their activities.

Since 2011 in the Slovak Republic (SR) the sys-
tem of commercial diplomacy has changed from
the competition to unified one. The SR carries out
its commercial diplomacy through economic de-
partments (OBEQ) that are part of embassies man-
aged by Ministry of Foreign and European Affairs
(MFEA SR). Since then round-table discussions
about mutual cooperation between business repre-
sentatives and commercial diplomats take part. In
Germany, the support offered by the political lead-
ers of the country to domestic companies abroad is
referred as political support (politische Flankierung)
[1, 18]. Via contact center for political support (An-
laufstelle zur politischen Flankierung) BMWi in-
terconnects requirements of German companies to
German embassies and AHKs in the host country.
In addition to this coordination support priority ar-
eas of the economy are defined which are primar-
ily focused to political support. In order to ensure
transparency in the promotion of foreign economy
website www.ixpos.de was established.

A significant player of commercial diplomacy
especially in Germany and Austria are the chambers
of commerce. They are under the compulsory or
public law model. Their role is important for several
reasons. Both countries have a long experience with
them, a membership in them is compulsory and even
though they are established as public institutions they
work on a commercial basis. In addition, AHKSs are
bilateral and provide support not only to the German
entrepreneurs but to entrepreneurs in the host coun-
tries, too. In this way cooperation between domestic
and foreign business is ensured. The chambers both
in Austria and Germany have linked domestic and
foreign part, either within a single organization, a
case of Austria - WKO, or by an umbrella organiza-
tion, a case of Germany - DIHK. Under the private
model, which exists in English-speaking countries
like USA, Canada or the UK, companies are not
obligated to become chamber members. However,
companies often become members to develop their
business contacts. The chambers closely cooperate
with commercial sections of embassies. Whether
the chambers take part in commercial diplomacy or
do not they are examples of the wide cooperation
of commercial diplomats, commercial and business
representatives of home and host countries.
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Conclusions

It can be summarized that the states preserve their
roles in commercial diplomacy. They define strategy,
coordinate and make important decisions. However,
numerous examples demonstrate the growing role
of non-state actors and this can be taken as a result
of using a multistakeholder diplomacy approach as
a complementary instrument. In addition a commer-
cial diplomacy has to adapt to new realities of inter-

dependent international and national relations where
non-state actors provide considerable input.

It can be highlighted that a multistakeholder ap-
proach within a commercial diplomacy brings better
efficiency and effectiveness. Using a multistake-
holder approach gives a country the opportunity to
benefit from resources, experience, and expertise
from other stakeholders as the issues and concerns
of countries are complex and diversified.
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