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CORPORATE DIPLOMACY IN RUSSIA: PRACTICAL VIEW
OF GERMAN BUSINESS

Chekalina K.16

The article introduces the concept of Corporate Diplomacy and examines how it is employed
in Russia by German companies.

Although the concept of Corporate Diplomacy has been known in the Western community
for decades, there is no common definition of it, what raises difficulties for researchers and brings
confusion among professionals. In the article, we consider distinguished approaches to the
understanding of Corporate Diplomacy in the foreign sources, as well as its vision in Russia, and
came up with our own definition of Corporate Diplomacy that covers its broad multitasking and
aligns with its practical understanding at the same time.

Russia, with its challenging business environment, creates auspicious conditions for the
implementation of Corporate Diplomacy as a risk-mitigation and opportunity-creation tool.
However, considering the fact that the Russian market is normally known for its weak institutions,
poor governance, and high risks, there is a question of the efficiency of this instrument for business
actors.

Our survey, conducted with eleven representatives of German businesses, showed that there
is no united understanding of the concept among the business community as well. However, the
main focus of their Corporate Diplomacy agenda lies in lobbying, followed by Social Corporate
Responsibility activities. The survey findings revealed that German companies are knowledgeable
about and actively use Corporate Diplomacy tools in their day-to-day business operation. The other
positive outcome was that the participants evaluated very high the readiness of the Russian official
bodies for open and fair dialogues with foreign investors, what led to the fact that all our
respondents had had successful cases when employing Corporate Diplomacy.

The interest of German investors in the Russian market remains intact despite the existing
obstacles and the seeming constraints. In fact, Russian and German partners are willing to listen to
each other and create opportunities for fruitful business development, wherein Corporate
Diplomacy plays one of the main roles in establishing a long-term, stable, and profitable
partnership.
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I. Introduction

The European Union (EU) and Russia
have always been strategic partners, thanks to
their geographical proximity, shared history,
and close cultural affinity. However, often
Russia is considered businesswise “terra
incognita” by its European business partners,
posing many uncertainties and risks that often
force foreign companies to refrain from
investing in the country.

Indeed, when conducting business in
Russia, European investors typically have to
deal with a range of non-business risks, e.g.
burdensome legislation, and political and
economic sanctions. On the other hand, the
Russian market still remains in a focus of the
European businesses. The EU is Russia’s
biggest trade partner, accounting for an
overall trade turnover of €174.3 billion in 2020
[10]. Germany is a clear frontrunner of these
relationships, with a bilateral trade turnover
of €42.71 billion [11]. The German business
community in Russia is represented by more
than 5.000 companies [3]. Their investments
in the Russian economy amounted to
approximately €1.3 billion in 2020 [28]. Such
strong economic ties are the reason of the both
parties” interest in maintaining reliable and
sustainable business relations.

Among the tools that German
companies employ in the challenging Russian
environment is Corporate Diplomacy, ie. a
range of strategies and activities directed to
respectfully building communication with
external stakeholders, mitigating risks and
uncertainties, preventing conflicts, and
enhancing the company’s reputation.

In the first part of this article, we
examine the concept of Corporate Diplomacy
and problematic associated with its
understanding. In the second - we analyze the
practicability of Corporate Diplomacy in
Russia and its effectiveness for the German
business.

II. Concept of Corporate Diplomacy
and problematic of its understanding

Western Understanding of Corporate
Diplomacy

Although the notion of Corporate
Diplomacy has existed for many years now,
there is yet no common understanding of this
term, and thus, no precise definition of it as
well, both among the scholars and within the
business community [24].

One of the first definitions, suggested
by Ulrich Steger in 2003, described Corporate
Diplomacy as “an attempt to manage
systematically and professionally the business
environment in such a way as to ensure that
business is done smoothly” [29, 6-7]. According
to Steger, companies should structure their
operations in a way that leads to “mutual
adaptation between corporations and society.”
Ordeix-Rigo and Duarte also see the objective
of Corporate Diplomacy in building a
“symbiotic relationship with key stakeholders” in
order to align corporate and societal values
[19].

From both these perspectives the
concept of Corporate Diplomacy boils down
to the companies' responsibility to conduct
business in a manner that meets the economic,
legal, and ethical societal expectations, what is
also called Corporate Social Responsibility (CSR)
[14].

Other authors, like Jean-Luc Meier,
advocate the idea that companies employ
Corporate Diplomacy to “consolidate their
position and gain influence through building close
and good connections with governments and
authorities” [17], thus equating the concept
with lobbying (also called “Public Affairs” or
“Government Relations”).

However, @ Corporate = Diplomacy
should not be reduced to lobbying exclusively
[5]. Although both lobbying and Corporate
Diplomacy imply influencing external
stakeholders, there is a fundamental
difference between the two concepts.
Specifically, at its core lobbying is based on
influencing the legislative process and
communication with correspondent
government authorities, whereas Corporate
Diplomacy is directed at the business
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environment as a whole and affects a wide
range of stakeholders [20].

Moreover, different scholars use
distinguished terms such as “Corporate
Diplomacy,” “Business Diplomacy,” or even
“Commercial Diplomacy” and “Economic
Diplomacy” interchangeably [20], [4], [6].
While, we agree that the first two terms can be
equated, the last two, from our perspective,
have a different meaning, specifically because
of the nature of the actors involved. The terms
"Corporate  Diplomacy" and '"Business
Diplomacy" imply a business as the main
actor, whereas Commercial Diplomacy is
employed by, for example, Chambers of
Commerce and state-owned export banks.
Their focus lies in the promotion of foreign
investments in the host country, collection of
information about trading opportunities, and
their communication with national businesses
[35]. Economic Diplomacy, on the other hand,
is carried out by specialized state
representatives such as Ministers of Foreign
Affairs or other ministry officials, whose job
involves monitoring of economic policies in
foreign countries and their discussion with the
home government [25].

Despite there being differing or even
opposite views on the concept of Corporate
Diplomacy, all authors agree on the opinion
that it is associated with building stable
communication and networking with various
stakeholders, which aligns the concept with
the term ‘"diplomacy" in its classic
understanding.

Understanding of
Diplomacy in Russia

Corporate

Originally, the concept of Corporate
Diplomacy is alien to Russia, due to the
country’s historical background. Because of
this fact, it is not well researched in the
Russian-speaking environment, and, thus,
there is a limited number of relevant sources.

Due to the circumstance that during
decades there was no private property in the
country, and, thus, no private business, there
was no need in building communication
between the business community and other
stakeholders, like the state, or the society.

The first beginnings of Corporate
Diplomacy in Russia we may refer to the early
1990s, when radical reforms occurred in the
state, leading to the appearance of a new
government formation and the resultant
emergence of private property. The new-
established class of entrepreneurs had to learn
from scratch how to communicate with the
new government. Thus, a new influential tool
like lobbying appeared [21]. As lobbying,
originally, is implied as a basis of business
communication, Corporate Diplomacy in
Russia came to be associated primarily with
this concept. However, we hardly can find a
direct correlation between these terms in the
sources.

Nevertheless, the term “lobbying” is
not gladly used in Russia, as it is often equated
with corruption, which has a negative context
[8], [27], [30], [36]. In this regard, the business
community prefers to use such terms as
“government relations”, “government affairs”,
and “legislative communications” instead [8],
[21].

In the last decades the social role of
multinational organizations has increased.
More and more companies have started
aligning their business development strategies
with societal needs. Such a social-oriented
corporate approach was named “Corporate
Citizenship” [15], [22], what is equal to Social
Corporate Responsibility in our
understanding. At the same time, some
scholars and sources do refer to the latter term,
when describing the interaction between
society and business [2], [13], [18]. Still, while
stressing the corporate’s activity in form of
building communication with society, none of
them name this activity as diplomacy of any
kind: either corporate or business.

Direct  referring to  Corporate
Diplomacy, or how they call it - Business
Diplomacy, can be met in some sources, but in
the meaning of international public
communication [16], [33], what is equal to
Economic Diplomacy from our perspective.

An out-of-body view is expressed by
some representatives of corporate education
consulting firms. They see Corporate
Diplomacy as a tool for building a sustainable
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corporate culture and communication within
one company [1], [9].

Nevertheless, there is one vision that is
very close to our understanding of Corporate
Diplomacy, introduced by Polianskiy, who
sees Business Diplomacy as a corporation’s
ability to negotiate mutually beneficial
decisions with diverse stakeholders [23].

Thus, we can say that the concept of
Corporate Diplomacy is almost unknown to
Russian scholars and the business community.
There are plenty of separate notions, which are
not combined in one common concept.

Having reviewed various literary
sources, as well as numerous practical
opinions, we would like to introduce our own
definition of Corporate Diplomacy, which
goes as follows:

Corporate Diplomacy is a company’s
activity, directed to respectfully  building
communication with external stakeholders and
aimed at mitigating risks and uncertainties, as well
as at preventing conflicts and shaping company’s
reputation in a host environment, and promoting
firm’s interests.

III. Practical View of German
Business on Corporate Diplomacy in Russia

But is Corporate Diplomacy practiced
in Russia, and if so, how do foreign companies
employ this tool to promote their business
interests?

To answer this question, we conducted
a survey with eleven representatives of
German companies and business associations
with a long history of operating in Russia. The
respondents represented different business
sectors and industries, such as pharma,
banking, and IT industries, as well as
industrial manufacturing, retail, and logistics
sectors, additionally lobbying consulting
tirms and industry associations.

Here are our findings:

1. Mindful of the differing definitions of
Corporate Diplomacy, first we asked our
respondents to share their understanding of
the concept.

Six participants said that they see
corporate diplomacy as a tool for building
strong, transparent, and trustworthy relations
with a broad range of external stakeholders,

including the government, business partners,
media, clients, society, etc. in order to achieve
strong and positive business outcomes.

Three respondents associated
Corporate Diplomacy (to a varying extent)
with lobbying, stressing that influencing the
regulatory environment lies at the core of their
Corporate Diplomacy agenda.

However, there was an opposing view
as well. One respondent said that they do not
approve of the trend of distinguishing new
kinds of diplomacy, like “corporate” or
“business.” They came in support of the view
that there is only one type of diplomacy that
exists - the classic one, and by using its tools,
businesses can solve some certain issues.
Another participant also advocated the view
that diplomacy of any kind refers to the
relationships between two or more countries,
and only when it comes to commercial issues,
pertaining to international trade or foreign
investments, the activity can be named
"Corporate Diplomacy," thus, bringing the
term closer to "Economic Diplomacy."

As can be clearly seen, there is no
common understanding of Corporate
Diplomacy among its actual practitioners as
well. Their understanding of the concept
depends on their professional background,
their role in the company, the industry they
represent, and the business goals they
perceive. However, the understanding of the
concept by the majority aligns very well with
our suggested definition, provided above.

2. Another thing that can help us to
identify =~ Corporate = Diplomacy  more
specifically is knowing what the companies
see as its objectives.

The respondents' answers revealed that
Corporate Diplomacy in Russia focuses
mainly on two objectives, lobbying and
Corporate Social Responsibility (CSR). Eight
respondents voted for both “Reduction of
regulatory risks” (lobbying) and
“Safeguarding the company’s image and
reputation” (CSR) (see Figure 1.).

As stated earlier and proven by the
survey, Corporate Diplomacy of German
companies is directed to establishing
communication ~with  various external
stakeholders. Of those stakeholders, the
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survey shows, the government and the society
are considered to be the main ones.

Indeed, when a business comes to a
foreign market, the first stakeholder it faces is
the local government. It is essential, especially
in terms of developing a long-term business,
to find workable channels for reliable and
fruitful communication. As we can see from
our survey, most companies do understand
the importance of building diplomatic
relations with this non-business stakeholder
and actively use their lobbying activity in this
area. It is a proven fact that establishing
network with governmental organizations can
help international corporations to ensure “fair
competition, sustainable development, and good
governance” [25]. Companies that are proactive
in negotiations with governmental institutions
have better chances to gain better business
opportunities [26].

Society is the next most important
external stakeholder for foreign companies. By
contributing to social development through
SCR policies, companies foster their
reputation within the community, which, in
turn, positively affects their business
performance. Moreover, international
corporations have recently started including
non-financial KPIs (such as reaching
sustainable goals) in their  business
development plans, which, as research has
shown, has helped them to get significant
business benefits in terms of costs reduction
and increase in the shareholders’ return [7].

The second place of the main Corporate
Diplomacy objectives with six votes is shared

by “Mitigating  political  uncertainty,”
“Contlict management,” “Providing
competitive  market intelligence,” and

“Creation of favorable conditions” (see Figure
1.).

As we know, building a successful
business is the main corporate objective, and
doing it in a foreign environment makes this
task even more challenging. Political risk is
recognized by 70% of international
corporations as the most challenging factor in
their investment projects in host countries,
which may deter them from investing [34].
Commonly, this issue occurs due to the weak
power of local institutions, which poses risks

to sustainable development, undesirable for
foreign investors. Hence, companies have use
Corporate Diplomacy to avoid these potential
risks and manage conflicts that may stem from
them [4].

However, Corporate Diplomacy is not
about risk mitigation only, but also about
creating opportunities. Healthy
communication helps to build partnerships
with business partners and governmental
institutions, leading to strong alliances and
fruitful cooperation, which strengthens the
company’s market position and positively
affects its business performance.

One of the survey's interesting findings
is that “Addressing cross-cultural issues” got
only three votes (see Figure 1). From our
perspective, understanding national mindset,
historical ~ background, customes, and
behavioral patterns of other parties are the key
factors in achieving fruitful communication.
Without adjusting their message to fit the
environment of the host country, German
companies may fail in making it
understandable and acceptable for the general
public. This issue becomes especially crucial
when their counterparts hold an opposite
point of view. And if the company
demonstrates its commitment to the open
dialogue, willingness to wunderstand the
counterpart's needs, and a desire to be
understood, it shows respect, which helps to
overcome the communication barriers and
build trust between the parties [12].
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The last place with only one vote is
occupied by “Respond to infringements” (see
Figure 1). This objective refers to conflict
management. We have no clear answer as to
why this item was undervalued by the

respondents; we can only assume that they
either did not have many issues with legal
overreach or just did not want to disclose such
cases.

What objectives do you consider appropriate for Corporate Diplomacy?
(you can choose several options)

Figure 1. Corporate Diplomacy Objectives. Survey Summary.
Source: Compiled by author.

3. There are plenty of Corporate
Diplomacy tools available for businesses
worldwide. We asked our respondents to
share the ones they primarily use in Russia to
achieve their objectives.

As we can see from Figure 2, German
companies  prefer “Building  business
network”, “Holding membership in industry
associations” (10 out 11 respondents voted for
both), and “Meeting with policymakers” (nine
votes) over other tools. These answers, as well
as “Informal lunches/drinks” with four votes,
correlate very well with the highlighted
objectives, especially with lobbying.

Industry associations and personal
meetings (both formal and informal) with
policymakers are the primary lobbying
communication channels. Depending on the
issue, companies apply either to the first or the
second one. If the issue is of sectoral
importance, it is more effective to promote it
as a collective interest through a business
association. As opposed, if the issue poses a

m Mitigate political uncertainty
W Address cross-cultural issues
Reduce regulatory risks
m Respond to infringements
m Cut through red tape
m Manage conflicts
Leverage public-private partnership
m Provide com petitive market intelligence
m Create favorable conditions

Safeguard company’s image and reputation

specific ~ problem for the
policymakers are contacted directly.

Meanwhile, although  “Shaping
company’s reputation” has been recognized as
one of the main corporate diplomacy
objectives by eight respondents, there are only
six companies who emphasized their activities
in the realm of CSR: one company takes
actions toward promoting its image in the
media and five respondents prefer
participation in social projects (see Figure 2).

We assume that this can be explained as
follows: all eight respondents represent
multinational German corporations. Being
global players, they understand and follow
the recent trend of building their corporate
development policies in compliance with the
Global Sustainable Development Goals [32].
However, they have not yet adjusted their
Corporate Diplomacy tools to match this
tendency.

“Collaboration with corporate
diplomacy consultancies or lobbying firms”

company,
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was selected by only one respondent. This
may come as a result of a limited number of
such organizations operating in Russia, due to
the Russian historical background. Hence, this
tool remains rather unpopular, whereas in the
West, lobbying firms are actually the main
Corporate Diplomacy actors with extended
networks and large budgets. For example, the
lobbyists in Brussels number more than
25.000, and their overall annual budget
amounts to more than €3 billion [31].

Unfortunately, when it comes to the
Russia's near future, we do not see any
favorable prospects for development of
lobbying services provided by specialized
firms or consultancies, given that this concept
is historically alien to the Russian business
environment and is often viewed in a negative
light. The lack of proper legal regulations
makes the issue even more complicated

What Corporate Diplomacy tool(s) do you find the most effective in Russia?
(you can choose several options)

12

10

Figure 2. Corporate Diplomacy Tools. Survey Summary.

Source: Compiled by author.

4. As mentioned earlier, the Russian
business environment is associated with
strong governmental control over business
activities. But is it really so? Does the Russian
government show absolutely no flexibility
when communicating with foreign businesses
and does prefer to dictate its rules rather than
cooperate so that there are no opportunities
for effective applications of Corporate
Diplomacy?

To ascertain the real state of affairs, we
asked our participants to evaluate their
experience of using Corporate Diplomacy in

m Building business networking, creation of
business alliances/synergies

B Membership in industry associations
Participation in open
events/conferences/seminars/business
forums/industry fairs

m Collaboration with corporate diplomacy
consultandes/lobby firms

m Meeting policymakers

M Participation in social

projects/partnerships/sponsorships

m Informal lunches/drinks

m Advertisement/image campaigns in local media

Russia. As we can see from Figure 3, the
evaluation rate is rather high - mean 7.1 out of
10 points. However, only seven participants
rated their experience of using Corporate
Diplomacy services as seven or higher. Three
companies said that it was mediocre, and one
rated it as close to poor. Despite one negative
evaluation, we can, nonetheless, say that
Russia creates acceptable conditions for
efficient collaboration between foreign
businesses and the government, but still there
is room for improvement.
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How would you evaluate the use of Corporate
Diplomacy services in Russia?
(0 - very poor, 10 - very high)

12

10

0

Figure 3. Rate of Corporate Diplomacy Services in Russia.

Source: Compiled by author.

As we can see, foreign companies in
Russia are free to make use of Corporate
Diplomacy services, but there is still a
question of whether they know about them.

According to the survey, the
businesses' awareness about the availability of
Corporate Diplomacy services is also high -
mean 7 points out of 10. Eight respondents
rated their awareness level as seven points or
higher, and the other three - between five and
six points (See Figure 4).

These answers do not come as a
surprise. They could have been predicted
based on the nature of the respondents. Given

that all of them are representatives of big
German corporations or business associations,
it could be assumed that they are very
experienced in the matter of Corporate
Diplomacy and, thus, aware of this
instrument.

Additionally, all our respondents
shared that they had had successful outcomes
when employing Corporate Diplomacy that
helped them in promoting their company’s
interests (see Figure 5). This outcome only
confirms their professionalism and expertise
in building proper communication.

How would you evaluate business awareness of
Corporate Diplomacy?
(0 - very poor, 10 - very high)

12

10

0

Figure 4. Business Awareness of Corporate Diplomacy Services.

Source: Compiled by author.

182




XKYPHAIJT «bM3HEC. OBIIECTBO. BITACTb». Maprt 2022. Nel (43)

Does your organization have experience with
advancing business interests through Corporate
Diplomacy?

1 Yes
* No
Other

Figure 5. Companies Experience in Exercising Corporate Diplomacy. Survey Summary.

Source: Compiled by author.

IV. Conclusion

Based on the survey findings, we can
state that our definition of Corporate
Diplomacy, presented in the first part of the
article aligns with its practical understanding,
and, thus, is suitable for further application.

As we can also see from the survey
results, German businesses actively and
successfully employ Corporate Diplomacy in
order to advance their corporate interests.
Being representatives of the Western business
community, they are well-acquainted with the
efficiency of this tool, and, thus, invest in its
development.

The value of Corporate Diplomacy as a
risk mitigation tool, is especially evident when
a company is operating in a challenging
environment, which mainly applies to doing
business in a host country, when business
counterparts normally hold opposing views.
In such cases, foreign investors have to
operate in an environment full of uncertainty,
while facing political, legislative, and
economic risks.

Indeed, when conducting business in
Russia, foreign companies should consider its
specific conditions and develop their
Corporate Diplomacy strategies accordingly.
The Russian market has its weaknesses and
constraints, but it still offers a lot of
opportunities. Those  companies who

understand these conditions and specifics
well, who build respectful communication,
who foster sustainable cooperation with
governmental and intergovernmental
organizations, can seize these opportunities
and, thus, strengthen their position on the
market.

As we stated earlier, Corporate
Diplomacy is about building communication
with a broad range of external stakeholders.
To succeed in the host market, corporations
should align their goals with the interests of
such stakeholders, where society takes one of
the major roles. When foreign companies
come to a new area they create new jobs,
produce  high-quality = products, and
participate in social projects, all of which is
beneficial not only for the state and the society,
but also for the corporations themselves, in
terms of fostering their reputation, that, in
turn, positively affects their business
performance.

The survey results confirmed that
establishing  contacts with the host
government (through lobbying) and with the
local society (through CSR programs) is the
core focus of Corporate Diplomacy strategies
of German companies, operating in Russia.
However, although both lobbying and CSR
were recognized by the survey participants as
the two main Corporate Diplomacy objectives
with an equal number of votes, the further
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answers show that the former actually
prevails over the latter.

Despite the fact that lobbying and
Corporate Social Responsibility are commonly
associated with big corporations’ activities,
Corporate Diplomacy can be efficient for
smaller businesses, too. Building effective
networks and alliances with business
partners, participating in business events and
industry fairs, possessing membership in
industry associations are the means that can be
especially effective for small companies.

Corporate Diplomacy in Russia has
been gaining in popularity in recent years.
Industry associations create platforms for
building  business networks, different
organizations offer seminars on related topics,
and more and more companies hire
Government  Relations (GR)  external
specialists or create their own GR
departments. All this confirms once again the
confidence of business community in this
instrument. Successful cases of our survey
respondents are sure to reinforce the trend and
stimulate further development of Corporate
Diplomacy in Russia.
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