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E V E N T  R E P O R T  

 

CORPORATE DIPLOMACY: WHAT IS IT 

AND WHY IS IT IMPORTANT? 

SPEAKERS MEETING WITH TIM HUGHES 

On September 17th, 2019, the Konrad-

Adenauer-Stiftung (KAS) together with 

the South African Institute of Interna-

tional Affairs (SAIIA) and the Mountain 

Club of South Africa invited Tim Hughes 

as a keynote speaker on the subject of 

corporate diplomacy. During his speech 

he pointed out how multinational en-

terprises (MNEs) increasingly influence 

individual lives and political power. 

Tim Hughes is a former researcher at SAIIA. 

After working in academia, he founded and 

managed SAIIA’s Parliamentary Office. In 

this function he ran several important areas 

within the organisation, including the re-

search department and the section for in-

vestment advisory and provision of gov-

ernment relation services to corporate 

members like MTN and Woolworths. As the 

lead researcher on the SADC Futures Pro-

ject he was the head of the team that draft-

ed possible future scenarios for the South 

African Presidency. He served as Nelson 

Mandela Researcher for the BBC and has 

published two books as well as edited an-

other 24. 

Throughout his academic career, Hughes 

dug into various research topics and has 

gathered profound knowledge on diverse 

fields.  

In speaking about corporate diplomacy, 

Hughes refers to the phenomenon of huge 

corporations that exercise a tremendous 

influence on everyday life. Often regarded 

as a special kind of threat, they have the 

potential to subvert the state monopoly of 

power. However, in the face of today’s far-

advanced globalisation, multi-national en-

terprises are confronted with multiple chal-

lenges of cross-border and -cultural kind 

that remain to be explored. 

Corporate Diplomacy 

The concept of corporate diplomacy itself is, 

according to Hughes, ill-defined. While di-

plomacy implies that respective firms oper-

ate in an international environment, they 

have to satisfy local governments and a 

much broader variety of stakeholders (e.g. 

customers, suppliers, employees, other local 

authorities…). By addressing different kinds 

of actors, MNEs can effectively change the 

rules of the system in which business is 

conducted, which facilitates the accom-

plishment of their goals. Hughes’ settles on 

definition of corporate diplomacy as the 

complex exchange of MNEs with different 

kinds of stakeholders, which are convinced, 

charmed and cajoled to seek a win-win re-

sult. 

To provide insight into how MNEs opera-

tionalise corporate diplomacy, Hughes in-

troduced the DIPLOMacy-model by Witold 

Henisz. The model’s name is an initialism, 

i.e. the first six letters are used to unpack 

further concepts that begin with the same 

letter. Hence “D” unpacks to: Through Due 

Diligence, a profound stake holder analysis 

is completed. Relevant stakeholders have to 

be (“I”) Integrated into the core business 

and mapped accordingly. The relations to 

stakeholders must then be (“P”) Personal-

ized to sustain them. Furthermore, (“L”) 

Learning processes continue steadily and 

must remain incomplete to adapt humbly to 

the feedback of the environment. Through 

(“O”) Openness MNEs communicate strate-
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gically to reinforce their reputation and the 

stakeholders’ trust in them. Finally, an out-

ward-facing and long-term (“M”) Mindset 

has to be cultivated. 

Implications 

Proceeding from this approach, Hughes de-

rives several assumptions about how corpo-

rate diplomacy works in practice. MNEs gain 

a tremendous amount of power in our cur-

rent age by administrating their stakehold-

ers. They not only intervene in the political 

decision-making processes, but obtain huge 

profits. Of the hundred biggest economies 

worldwide, 51 are corporations. This means 

that, for example, the company Apple earns 

more revenue than Portugal’s GDP, while 

the companies Volkswagen and Walmart 

outrank Chile and Belgium’s respective 

GDPs.  

Enterprises thus nowadays have the poten-

tial, so Hughes, to manipulate and act on 

the highest scales of power. In comparison 

to governments, firms are more tangible to 

citizens because of the products they sell. 

Large-scale actors become directly integrat-

ed into the daily life of individuals. Further-

more, the global reach and value chains are 

only to a limited extent bound to national 

borders. They have the ability to produce 

flexibly and cross-jurisdictionally, sell glob-

ally available products on a local level and 

hence benefit from economies of scale and 

growth. 

Corporate Power and Challenges 

Hughes differentiates between three differ-

ent kinds of power of MNEs.  

First of all, MNEs hold instrumental power, 

which includes the deployment of resources 

and measures to achieve a specific aim. 

This also includes lobbying strategies. In the 

USA, publicly reported sums invested in 

lobbying amount $4 billion, while the dark 

figure is said to be about 30 times higher. 

For Brussels and lobbying on an EU level 

the numbers are constantly growing as well.  

Secondly, MNEs have structural power, 

which refers to the power of investments, 

legal rights and taxing. Capital, people and 

technology are more mobile today and can 

be located strategically. All kinds of strate-

gies are employed to save on tax, e.g. by 

acting in legal grey zones through parking 

money in tax havens. As a result, MNEs de-

prive states of resources that are due to 

them.  

Finally, multinational enterprises exercise 

discursive power over consumers of their 

end-products. They have the ability to influ-

ence outcomes by promoting certain ideas 

and by setting and readjusting social norms. 

By framing messages in a certain way, indi-

viduals can be manipulated subconsciously. 

The way one thinks is tacitly directed, bene-

fiting a pro–market, –capitalist and –

business mind-set. 

These powers are combined with profes-

sionally implemented stakeholder manage-

ment. Everywhere a MNE is active, it re-

quires a team of local experts to gather lo-

cal knowledge and recruit local skills. Only 

this way can the necessary political and cul-

tural sensitivity be assured. Stakeholder 

analysis and the identification of the local 

government’s key interests are thus eased. 

By knowing the state interest the MNEs 

economic interests can more readily be 

communicated as attractive.  

However, despite of their significant power, 

MNEs also face a variety of challenges. Op-

erating the way they do, MNEs have sub-

verted what used to be conceived as busi-

ness as usual. Unknown macro-economic 

risks arise and geopolitics generates the 

creation of a new economic dimension. 

Connected to economic and political novel-

ties like trade wars, societies react to the 

conditions. Anti-capitalist and anti-

globalisation protests grow and find more 

support for their protectionist agendas. 

Subgroups manifest that employ both right- 

and left-wing populist communication strat-

egies or even draw on terrorism. Due to the 

uneven spread of the globalising trend, new 

threats like climate change, uncontrolled 

waves of migration and cyber criminality 

emerge. In the face of all these challenges 

MNEs naturally struggle to adapt to local 

conditions everywhere equally well. 

https://deref-gmx.net/mail/client/beWWN0XM6aQ/dereferrer/?redirectUrl=https%3A%2F%2Fwww.kas.de%2Fweb%2Fsuedafrika
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Why did KAS support this event and 

what was the overall aim of the speak-

ers meeting with Tim Hughes? 

The aim of this event was to explore current 

and future developments in the interplay 

between politics and the economy. In a 

globalising world these two spheres slowly 

begin to merge and their borders grow in-

creasingly indistinct. Due to the rise of eco-

nomic giants like Amazon or Apple and the 

political power they assume, the reality of 

policy-making and regulation is changing. 

The new dynamics sketched by Tim Hughes 

are thus very relevant for the future of poli-

tics. While it is at the core of the Konrad 

Adenauer Foundation’s mission to promote 

good governance, democracy and the rule 

of law new phenomena that have such far-

reaching implications are naturally on the 

agenda. In a time when structures grow 

more complicated, it remains especially im-

portant to question roots and causes as well 

as possible outcomes and future scenarios.  

KAS supports a questioning and discerning 

attitude and seeks to initiate new threads 

through its work. The Foundation regards 

fostering an open mindset as one of its re-

sponsibilities. Through its educational 

measures, KAS encourages audiences to 

take an active, responsible and knowledge-

based part in the political shaping of their 

country.  
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