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1. A chasm between perception and reality ?

‘Don’t forget: trade is war. (...) In world trade emghing is being used to
conquer or maintain market sharés.

‘The government has deliberately chosen to appmaitate Secretary whose
primary task consists of trade promotion insteadtlod earlier practice of
assigning this portfolio to a Minister who had ady other tasks. This stresses
the importance of foreign trade and the increasipijice of economic
diplomacy. Economic diplomacy is becoming increglginmportant, on the
bilateral as well as on the multilateral level. $his the result of temporary
problems, since the dioxin crisis makes our effalitshe more important. But
there are also structural reasons. The globalisatiof world economy
confronts us with new challenges. This globalisatiand the increased
competition that flows from it, oblige every coyrtio bundle its force.’

‘My own government has been chopping resourced) wiore and more
emphasis on trade and commercial aspetts.’

economic dimension of international relations iscantemporary phenomenon.

However, this perception that economic diplomacy haver been more important in

the overall diplomacy than today is not groundeddality and does not withstand
historical evidence. In fact, economic diplomacys telways been a major part of the
diplomatic efforts of all countries in all times.ash't the birth of modern diplomacy in Italian
renaissance the result of the existential neetiefulers of the Italian city-states of the 15th
century to look after their commercial interestEcnomic diplomacy, broadly defined as
that aspect of diplomacy that deals with the ecan@nd commercial aspects of international
life, has from then on been an ever present patippdmacy.

Quotes as these bear witness of a widespread cmvithat the emphasis on the

As far as Belgium is concerned the promotion of neoeic and commercial interests
undoubtedly has been at the very heart of its doreolicy since independence in 1830. Most
of its major foreign policy decisions and orientas have always been defined, if not
explicitly, then at least implicitly, in terms of@nomic, industrial or commercial interests.

How then to explain today’s perception, held by ynanBelgian foreign policy circles, that

never before economic diplomacy mattered so mukdiow to explain that lately in Belgium

also the notion of ‘national interests’ is once iagheing used ? This is all the more
remarkable since Belgium usually presents itselfttess most European minded of all
countries, thereby giving the impression that iviling to subordinate its national interests
to its European ‘idealism’.



The present emphasis on economic diplomacy is somet explained in terms of
generational shift, as a result of an increasedepsionalism and even ‘technocratisation’
amongst the present generation of diplomats, regabe generation of gentlemen-diplomats
that quit the diplomatic service in the beginnin§ the seventies. According to this
explanation, ‘old fashioned’ diplomats and diplomamnly dealt with geopolitical aspects of
military security and considered commercial diplaegas an inferior task. But history shows
that exactly the same criticism was made in 19%Xoahe Belgian policy at the Versailles
Treaty negotiations ending the First World War. &kathe same criticism could also be
heard in parliamentary circles all along the 1%htary. Diplomacy was then said to be too
exclusively centred on the political relations beén states, neglecting the real interests of the
country. The successive ministers of foreign affamrgued that, on the contrary, their
ambassadors spent most of their time searchingxport opportunities and export markets.
Thanks to their status, they could gain access raasdy than simple consuls could to the
necessary decision making circles in countries witeey were accredited.

Others look for an explanation with reference te tmgoing constitutional reform. In this

process the sub-state actors, called the ‘fedeeattiies’ (Communities and Regions) acquired
far-reaching ‘sovereign’ powers, including an intgional treaty-making power over matters in
which they have exclusive competence such as exorhotion. In order to retain its pre-

eminence in international affairs the federal gonweent, and more in particular the Ministry of
Foreign Affairs, had to impose itself as the moBvious go-through for the international

endeavours of the Regions (Flanders, Wallonia and€®ls) in the commercial sphere.

Such arguments unmistakably contain a part of tidthwever, too national an explanation of
the chasm between perception and historical evalescunwarranted, since the same
perception is being noted in most countries. Mostistries of Foreign Affairs all over the
world nowadays insist on the importance of econosijglomacy. Diplomats of many
countries make no secret about the fact that fineirtask now is to look after the commercial
interests of the state they represkBince the end of the Cold War, states, i.e. mipistof
Foreign Affairs (together or in competition withhetr departments), have shown a remarkable
aggressiveness with regard to bilateral commeeditivities. Belgian trade officials consider
countries such as Germany, France, the United Kimgand the United States as being much
more assertive and active in this field than Betyiu

The simultaneity of this (renewed) emphasis on enoa diplomacy in many countries thus
asks for an explanation that is common to most t@mmm The obvious candidates present
themselves.

On the one hand it is said that the end of theladpoal struggle of the Cold War gave the
economic dimension of international relations thst jand necessary attention that it missed
due to the confrontation between East and WestoBigts and officials finally got the time
and the energy for dealing with economics, considéo be of much more direct relevance
for the well-being of everyday citizens. Presidélinton’s ‘It's the economy, stupid !
contains it all.

On the other hand comes globalisation, which is edones linked with the above
explanation. One line of argument says that theeaing globalisation of the economy opens
up new perspectives for further trade expansiom,abithe same time also to sharpen the
competition to secure countries’ shares in worldkeis and secure new market shares. Pierre
Chevalier's quotation above is one amongst the nmafgrences to globalisation as the main



explanation for the prominent role governments yoplay in export promotion. Another line
of argument explains that growing international petition, considered to be the companion
of globalisation, forces governments to offer imsiegly competitive conditions for
international companies to invest. In order to sedoreign investments and high-qualified
jobs, governments need to enter into negotiatioitls tkansnational companies, presenting
themselves ‘if not as supplicants then certainlgaitors seeking a marriage settleménti.
the theories of international relations, the notidr"Competition State’ tries to describe what
is said to be a changed relationship between saat§irms.

Too contemporary an explanation for the presenthasis on economic diplomacy is
however as unsatisfactory as the earlier mentiorainal explanations. Today’s economic
diplomacy can indeed easily be compared in intgraitd in scope with the commercial
diplomacy of the European states in the nineteeeaitiury or with the dollar diplomacy under
the American president William Howard Taft. A majgrof political scientists, but also

diplomatic practitioners tend to overlook such dvistal recurrences.

In an argument, which upholds the end of the Colar W present-day globalisation as the
main explanation of the current emphasis on ecooatiplomacy, the causality of the
connection must be faulty if correct historical qmarisons can be demonstrated. Either the
explanation is correct and then the historical lelsaare faulty, or the historical parallels are
correct and then the explanation is wrong.

In all fairness, it can be argued that both paft#his dichotomy are right to some extent if
one accepts the argument that globalisation isanohique contemporary phenomenon. As
some historians (contrary to the majority of polti scientists) have asserted, history shows
in fact successive accelerations of the globatisagirocess. A combination of technological
breakthroughs and growing economic, financial aochroercial interdependence made the
world a bit smaller step by step— an (objectiveyed@ment being accompanied by a
(subjective) awareness of this rapidly shrinkingrldloWould Christendom which gave the
Middle Ages its unity and which rested on the staesponsibility and power of Pope and
Emperor, not be eligible for the characterisatignttze first ‘globalisation’ ? Could not the
same be said of early colonialism, that startedh \Wiénry the Navigator in the early fifteen
century ?

Even if one limits oneself to modern times, thea tlescription by the American historians

Palmer and Colton of the end of the nineteenthurgnshould be kept in mind by all students

of today’s globalisation:
‘Never had the earth been so unified economicalith each region playing its
due role in a global specialisation. (...) A true Ydomarket had been created.
Goods, services, money, capital, people moved aadkforth almost without
regard to national boundaries. Articles were boughtl sold at uniform world
prices. Dealers in wheat, for example, followedces in Minneapolis,
Liverpool, Buenos Aires, and Danzig as reporteddbdygraph and cable from
day to day. They bought where it was cheapestsaftiwhere it was dearest.
(...) The creation of an integrated world market, financing and building up
of countries outside of Europe (...) were the graattphs of the nineteenth-
century system of unregulated capitalism. The Bysteas intricate, with
thousands and even millions of individuals and mess firms supplying each
other's wants without central planning. But it westremely precarious, and



the position of most people in it was exceedinglperable. Region competed
against region, and person against persoh.”

In their description of the international relatiarfsa century ago, Palmer and Colton link two

aspects, which are also relevant for today’s warlte acceleration of globalisation at the end
of the nineteenth century was indeed accompaniednbgbsence of regulatory mechanisms
and shared rules of conduct. In order to providestone regulation, companies at the end of
the nineteenth century created trusts, cartels emered into price agreements among
themselves. At the same time the absence of gtobed of conduct made companies turn to
their governments for support in their search fexwnshares in the world markets (and

sometimes for protection of their current marketreB). Governments gladly responded since
their companies’ world expansion provided for cadbmestic jobs and wealth (albeit for a

small elite). One of the means at their disposa th@ diplomatic apparatus, which was set
towards an increased emphasis on economic diplomacy

At other times, this emphasis tended to diministnee due to the outbreak of international
hostilities or to the establishment of common rdésonduct. The post-1945 development is
a case in point. This post-war world was managetheyBretton Woods mechanisms, among
other things providing for the first monetary systever to be devised by governments; by
the political leadership of the United States; afindm 1950 onwards, by the creation of a
European common market based on reciprocal jutigicgagements. This set of institutions
and mechanisms made the gradual trade liberalisataontrolled and managed development.

Today’s world is not radically different from itsqulecessor, exactly a century ago. American
political leadership is no longer undisputed andefica’s clout is undisputedly smaller in
relative terms than at any moment since 1945. Tredt@h Woods mechanisms have been
given up in 1971-1973 and no successor architettaseup to now been devised. Hence the
new drive for deregulation and liberalisation tetdrted in the eighties has led to a world
order in which no common rules of conduct existeat tvere in accordance with the needs of
the new acceleration in globalisation.

Companies themselves are the victims of this |dckdequate regulatory mechanisms, since
they too feel threatened from all sides. The sameses lead to the same remedies: ‘merger
mania’ on the one hand as a means of surviving Imghly competitive environment and
increased reliance on governments’ services asaasrier companies to secure actual market
shares and acquire new ones, on the other hander@uent officials, entrepreneurs and
(most of) the business press perceive today’s riatemal trade environment indeed as a
highly competitive one, a sort of a jungle in whiohly the fittest (the largest, the most
innovative, the most productive) will survive. Gowments in turn have no other choice than
to respond to the appeals by the companies ontdreitory (though no longer necessarily of
their own ‘nationality’) and to offer their serviedor the mutual benefit of the well-being of
their citizens and the health of the companiesheir territory.

2. Continuities and discontinuities in Belgium's presat-day economic diplomacy

Export promotion is the oldest form of economic ldipacy. In Belgium it has always
corresponded to a vital, even existential needhiRigm the beginning of the Belgian State,
the political establishment was of the opinion théhout export the productive capacity of



Belgian industry would have inevitably faced gras®rproduction, leading to shutdowns,
joblessness and ‘anarchy’. Nineteenth-century itrdlists largely shared this fear of
anarchy. Belgian diplomacy acquired from its be@igea a mainly economic dimension,
consisting in a ceaseless search for new marketgsensurplus Belgian products could be
sold. This search for new markets did not simplyoant to an altruistic concern of job-
creation. It was evidently in line with the specifinterests of the industrial and trading
bourgeoisie, the new social class that governedi@®l in the nineteenth century.

The main target markets were those of the neiglibgurountries, which amounted for
almost 90 percent of all exports and 70 percerdlbfmports in 1840. At the end of the
century some large Belgian firms undertook a remalek global expansion, taking part in the
process described earlier by Palmer and Coltoniavekting in faraway markets such as
Russia, Argentina, Egypt and Brazil. Mainly duehe personal endeavours of king Leopold
[l major Belgian companies also participated initingh to China at the end of the nineteenth
century, and especially to Central Africa some desdater. But however important some of
those outward investments, the major part of Belgiaternational economic relations
remained well inside the immediate neighbouringntoes. In 1900 those still accounted for
89 percent of exports and half of all imports.

From the mid-20s onwards, economic diplomacy aegua second strand: multilateralism.
From 1927 onwards some European governments, ingude Belgian government, started
to convert (within the framework of the Economicr@&rence of the League of Nations) the
numerous bilateral trade agreements into a mudtdhtframework based on free trade
principles. This economic multilateralism can besa#ed as codified free trade. This
orientation implied that international economicat@ns were to rest increasingly on a body
of common pre-fixed principles and norms, that wengtually binding for all participating
countries. Multilateral juridical norm setting bewa an integrated part of international
economic diplomacy. For small countries such agiBel, this amounted to a set of rules of
conduct that were common to all and thus more doatifvantage of the small, since the large
countries’ submission to multilateralism amountecatabandonment of power-based means
by which to influence other countries’ behaviour.

Both strands of economic diplomacy continued tanfdhe backbone of Belgian economic
diplomacy since World War Il. For export promotiarspecific agency was set up in 1948,
the Belgian Foreign Trade Board (BFTB), a semi-mubbdy of representatives of the private
sector and of the government. The original tasthisf board was to inform Belgian exporters
of the prevailing customs duties, quota’s and impegulations in force in the neighbouring
countries. In the fifties, along with the ongoingnd trade liberalisation effort, the board’s
task shifted to direct export promotion, with img@oit missions being organised worldwide
and with the creation of a network of canvassersrder to promote export and draw foreign
investments.

International economic norm setting increasinglycame the sole responsibility of the
European Commission both within the EU as towahitsl tcountries. EU member states no
longer dispose of national trade policies, sinds the Commission that speaks and negotiates
on their behalf (on the basis of a mandate by theber states). Most important for Belgian
exporters was the perspective that the EC/EU comdiaiall of Belgium’s traditional
neighbouring markets. This helps to explain theeawe consensus that has always existed in
Belgium concerning the economic dimension of theoRean integration process.



Comparing today’s economic diplomacy agenda witk tmmediate post-war period,
produces a mix of strong continuities and somé&isgidiscontinuities.

The foremost continuity, i.e. the extreme depengefcBelgian economic performance on
trade and exports, is unmistakably as old as Belgitself. It goes back to the original
importance of exports for a trading nation like @dein. Today the Belgian economy is for
two thirds dependent upon exports, the export oflgand services accounting for 67 percent
of Belgian GNP. Moreover, as far as jobs are cararrecent figures indicate that one out
of three jobs are directly linked to exports. Tfigure mounts as high as 7 or 8 to ten in
sectors such as chemicals and mechanical andiedctrachinery and equipmeht.

A second continuity goes as far back as the fingt @he bulk of Belgian international trade
is still confined within its immediate geographicea. The area covered by the European
Union accounts for more than 75 percent of Belgigports in 1998 (82 percent for the whole
European continent) and some 70 percent of its iteap(¥5 percent for the European
continent as a whol€)This is mainly due to the structure of Belgian pamies, where small
and medium-sized enterprises (SME) remain prepamderespecially in Flanders that
provides for the bulk of Belgian exports. Farawagrkets (including the North-American
market) still do not represent an important shame Belgium’s international trade,
notwithstanding the efforts of successive Belgiamggnments.

The fact that the major part of Belgium's interoadl trade is confined within the EU area,
greatly relieves the MFA from the need to deal witl task of international economic norm-
setting. Economic negotiations on product standdimasluding health standards), double
taxation, tariffs, juridical protection of investmts, etc. are now usually fixed practices within
the EU. Trading inside the EU common market is fingseasingly synonymous with trading
within a domestic marke®. This once more stresses the importance for Belgififuropean
economic integration, including its monetary apgiion: the euro, by stabilising the exchange
rates between the currencies of its members, hagded for long-term stability in the
Belgium’s exchanges with its main trading partners.

Three discontinuities can be noted however. Tha& ine concerns the composition of the
export basket, but is not typical for Belgium. Likeany other industrial countries, Belgium
faced competition from the newly industrialised wcwies and had to adapt its own
manufacture. Whereas in the immediate post-warogersteel, iron and semi-finished
products represented the bulk of Belgian expairigstied products with a higher added value,
such as machinery, chemicals, pharmaceuticalsemnites have nowadays replaced this.

A second discontinuity concerns the ownership ofgiB@ enterprises. After the Second
World War most of the enterprises in Belgium werddggan property. In two waves, first in
the sixties and then from 1985 onwards, foreigrestments increased its presence in the
Belgian economy. Nowadays, an estimated 460.00Qjide work in foreign-owned
subsidiaries (some 22 percent of the total prive¢etor work force), whereas in the
manufacturing industry this figure increases topéécent’ In some industrial sectors, such
as the chemical sector, up to 71 percent of thedddlue is now created in foreign owned
subsidiaries. The reaction of Belgian authoritmsards this ‘sell-out’ of Belgian companies
has been rather muted. Thanks to its geographazatibn, Belgium receives a relative
important share of worldwide foreign direct investits (FDI). The presence of foreign
companies has usually been judged positive. Rgchothever some, including the Director-
General of international economic relations at Khaistry of Foreign Affairs, have raised



guestions about unregulated capital flows that migtve some unforeseen consequences on
the shareholders’ composition of Belgian compatfies.

A third discontinuity flows directly from the seadrone. In world trade the importance of
intra-firm trade (as part of the internationalisatiof the manufacturing processes or global
networking) has been growing at the detriment ef titaditional movement of exports and
imports. This same phenomenon is also noted iniialgbut its effect has been barely
examined up to now Inside Belgian foreign-owned subsidiaries thenselthe overall
appreciation seems to be positive. In the caselchtél Bell (telecom) for instance, being
member of a large group offers the advantage ofigrsupport and global scdfeThis
however is only possible if inside its group thebsidiary is recognised as a ‘centre of
competence’ and is allowed to acquire a specipoasibility. In governmental circles on the
contrary, the feeling is sometimes expressed teaigobmember of a large group unduly
impairs the freedom of movement of the Belgian &liagy. It artificially restricts its
geographical area and limits its scope of actisjt&nce subsidiaries are being given only a
well-defined share in the overall structure of toeporation and® There clearly is a danger
(and examples abound) that economic diplomacy toméng a subordinate dimension of
transnational corporate planning.

The official agenda of present-day Belgian econoudiglomacy can be summarised as

follows:

» Classical promotion of export of Belgian produdts.this domain, a particular effort is
said to be needed to involve SME more closely, @afig in faraway markets;

« Economic norm setting: economic negotiations wéttatvay markets outside the EU;

* A growing importance to both inward and outwardestvnents. On the one hand, a clear
link is said to exist between foreign investmenBelgium and the increase of exports to
the country of origin of the FDI. On the other hamioe promotion of Belgian FDI is
deemed necessary if one aims to increase Belgaesim foreign market§.

3. The institutional set-up of the economic diplomacyn Belgium

The main responsibility for export promotion rensaf course with the exporting company
itself. Nowadays companies and federations seeletnemwand much more than in the past,
the support of public authorities, whose endeavarnes to be viewed as supportive of
companies’ efforts. In Belgium the main playerdhe public sector are the ministries at the
national level and the regional authorities.

Since 1993, as part of the ongoing constitutioeédmm in Belgium, export promotion has
become almost the exclusive responsibility of tegianal authorities (Flanders, Wallonia,
Brussels), which are to some extent similar toAheerican States or the Germiander The
Regions have set up their own export promotion egefhese perform broadly the same
tasks: providing foreign market information to canges and stimulating, supporting and
monitoring them in their export activities with aimber of services, including financial
incentives. All have at their disposal their owntwark of foreign-based economic and
commercial attachés.

The devolution of economic competencies from thetre¢ state to the sub-state level was
largely politically driven (a quest for more autompand competencies for the Regions at the



expense of the federal government) and was usunaliyto the liking of the private sector.
Even if they complained in the past about the bucestiic passivity of the federal
government, and especially of the BFTB, the privs#etor criticism towards the activities of
the regionalised export promotion services has kaetimes much harsher. The Walloon
export promotion agency (Awex) has in the recemst paen accused of gross incompetence,
nepotism and extreme politicisation. Private sestaveys revealed that only a third of the
exporting companies appealed to Awex and only tnegnt to its foreign-based network of
attaché<! This situation now seems to be overcome. The Blerexport agency (Export
Vlaanderen) is not devoid of internal turmoil eithrivate sector representatives complain of
being often ignored and of policy decisions beiigaded more by political calculation then
by economic sound advic.

Economic diplomacy is not only a regional competerithe federal government retains a
limited number of tools and competencies in the afeexport promotion. Foremost amongst
them is the Belgian Foreign Trade Board (BFTB) pigyan overall co-ordinating role, with
its staff of 191 people. It took some years befarenore businesslike relationship was
established between the federal level and the megi@uthorities. In June 1997 the
management structure of the BFTB was overhauler, iflecting the constitutional changes
in export competencies, by the creation of a neterinediate ‘co-ordinating committee’,
which brought together representatives of the Regithe federal government and the private
sector. The Flemish Region tried to slow down ttieia@ start of the new BFTB, for it wanted
a larger say in decision making, based on the tfadt Flanders represented a much greater
share in overall exports than Wallonia or Brussels.

The private sector presence however has playeddenaiing role in this political infighting.
The new BFTB slowly starts to perform more smoatflfze joint presentation, in October
1999, of the action plans of the BFTB and the negi@xport agencies was seen by some as a
sign of a more efficient, coherent and businesdik@peration of all public actors involved

in export promotion. This unmistakably corresponttethe wishes of the private sectdr.

The agency’s main tasks are now considered to bestibdy of foreign markets and the
provision of information on the various aspectshise markets. The agency also organises,
with the assistance of the regional authoritiesnemic missions to far-away markets under
the presidency of Prince Filip, the Belgian Crowmné&e. This formula of such high-level
overall economic missions intended to open up dtmcsucial decision makers, is now being
evaluated and new formulas of more specialisediomssin which the regional authorities
take a greater share, are being examffi@dnally, the BFTB offers a general support to
Belgian exports through imago building and juridioegotiations and agreements that go
beyond the Regions’ capabilities.

What is however still missing in the new BFTB idoag-term strategic perspective. The
private sector is of the opinion that the agencwlture is still too rigid and does not connect
sufficiently with the needs of the exporting firms.

Moreover, all political hustles concerning the piosi of the BFTB in the export promotion
framework have not been cleared yet. To some, #heldtion of competencies to the
Regions has led to a decline of Belgium’s cloutnanld markets and creates the danger of a
‘lose-lose’ situation for both the exporting firnad the government’s export promotion
capabilities. This devolution explains according gome why the high-level missions,
mentioned above, nowadays only attract smaller emiegs and are deserted by the big



Belgian firms. If a politically driven devolutiomiexport promotion competencies would
continue, foreign trade official suspect that suggiges, expressed by some private sector
representatives, for a partial privatisation of B¥TB will be pursued with even more vigour.
Indeed, for some time now, the private sector leshnsisting on a further strengthening of
its presence in the public export agency. Its sharéhe board of management is being
increased. But up to now the government has noptietchwith the private sector’s proposal
that the Director-General of the BFTB should coreaf its ranks?

As a means of overcoming further damaging politinfighting between the federal and the
regional levels, some have therefore been advardtie concentration of the BFTB’s
activities (and those of the MFA and the embassiesjhe extra-EU markets. This would
then leave the economic diplomacy within the Elhi® sole responsibility of the Regidffs.
As shall also be seen further on, there is somie togthis proposal. This option appears also
to be supported by State Secretary Pierre Chealier

Other federal instruments for export promotion ugie tools, albeit limited, for the financial
support to exports. Since 1997 a rationalisatiortheke financial support mechanisms has
been implemented by creating an overall commiti&aexpo’, chaired by the directorate-
general for external economic affairs (DGB). Thesnenittee handles both state loans (budget
of the Ministry of Finance) and requests for suissition of the interest rates (the so-called
‘supersubsidy’, from the budget of the MFA). Commar management of financial support
is entrusted to the Ministry of Foreign Affairs, Nehfinancial management is entrusted to the
Ministry of Finance. In this respect, the latten@all upon a specialised public body for the
management of exchange risks associated with tbeaxices for the stabilisation of interest
on export credits. A committee is also establisf@dguidance and follow-up of the risks.
This committee is presided over by the chief tremsaf the Treasury or his representative.

The federal government also takes action to litd¢osts and financial risks that are peculiar
to exports to faraway countries. The particularppge of this kind of allowance is to put
Belgian businesses on an equal footing with theieign competitors. The purpose of the
Belgian export credit company, the Ducroire/Delereq is to foster the international
economic relations of Belgium, primarily by accegtirisks in the area of exports (especially
in medium-to-high risk countries), imports and ocatd/investments. Benefit should be gained
from this if the opportunities for an allowancerfraghe Ducroire/Delcredere are expanded by
a reinsurance and co-insurance mechanism at a &mdpvel.

Promotion and prospecting inward investment in Beigis organised according to lines
similar to those of export promotiéh.The Regions have acquired an exclusive competence
in this domain and all three have set up specgenaies for that purpose. However, since the
federal government is in charge of domains thaehav important effect on the investment
climate, a co-ordinating mechanism was also neadedtlis field. A ‘co-ordination office
foreign investments’ was therefore set up, chaaéidrnately by the Regions. It brings
together representatives of the regional autheritveh representatives of the MFA and the
Ministry of Economic Affairs. The latter is in chygr of its secretariat. In 1997 a Federal
Agency for Foreign Investors was created withinMieistry of Economic Affairs in order to
co-ordinate all federal matters that might be opamance for the investment climate in
Belgium. On investment matters Belgian embassipsrtalirectly to the Regions concerned.
As mentioned before, there clearly exists a lacklath and awareness on the effects of the
growing intra-group investment flows. As long asthhenomenon is not better understood,
an active involvement of the public authoritieslwdntinue to present an ad-hoc character.



4. The role of the Ministry of Foreign Affairs

Part of the ongoing endeavours of Belgian diploma&cythe promotion (some call it a
‘restoration’) of Belgium’s image. This has beemeaurrent leitmotif for post-war Belgian
economic diplomacy. It was intended to enhancedpatation of reliability as far as Belgium
and its manufacture were concerned. The refraint wather unchanged until the middle of
the nineties. At that time it acquired a new dimenslinking it to globalisation. Financial
globalisation obliges all countries to pursue tleeme economic policy within narrow
parameters, since financial markets continuouslgluate the economic performances of
countries. So it was deemed to be of the utmosbitapce, among other things to ensure
Belgium’s early participation in the common Europeeurrency, that Belgian diplomats
increased their efforts so as to diffuse adequdtemation on Belgium’s fiscal and economic
policies, and especially its efforts to reducehbge public debt®

The recent government’s emphasis on the promotfoBetgium’s image abroad directly
flows from the necessity of restoring the confidemd foreign customers in the agricultural
and food products, that represents some ten peofeBelgian exports. The dioxin crisis
represented a calamity for the Belgian livestodustry and could have had a severe impact
on the Belgian economic performance as a wholéehef import restrictions for Belgian
products would have lasted too long. (The openimgf® by State Secretary Chevalier refers
to this dossier.) This emphasis is thus not linkesisome in Belgium have claimed, to the
complex constitutional reforms or to the politicahd societal crises that Belgium has
encountered the last couple of years (the Agustbetyr scandal and the paedophilic
murders).

To be more specific on the role of the MFA in ecmim diplomacy in general and export

promotion in particular, a distinction can be madéween the work done at the home front,
by the central administration of the MFA, and alorbg the diplomatic service.

4.1. The Ministry’s role in export promotion

In Belgium too economic diplomacy has gained inseglattention in the last couple of years.
Foreign trade promotion has acquired a new dynaraistnpolitical acceptabilit?

Belgium has never had a separate Ministry of Foréigade. The Belgian foreign trade
administration has always been an institutionat pathe Ministry of Foreign Affairs. Up to
1997, these aspects were being handled by thetalia¢e-general for external economic
affairs (DGB). In 1997 the MFA underwent an impaotteeorganisation, partly to compensate
for the gradual reduction of its officiads partly to adapt to the increased requirements for
economic diplomacy. The most visible aspect of therganisation of the MFA was the
integration of the geographical desks of both tlsenemic directorate-general and the
political directorate-general within a ‘new’ DGB.t fgresent, the DGB handles all bilateral
relations, in their political as well as in theicomomic dimension, and the international
financial, commercial and economic relations.

10



The DGB thus handles most of the multilateral tradgotiations. It also ensures that the
economic and commercial interests of Belgium vigsathird countries are represented within
the framework that has been established in thdigsegelating to the establishment of the
European Community. This framework has led to tleation of different working parties and
specific committees, particularly Committee 133rifierly 113), which is in charge of
common commercial policy.

In order better to be able to identify Belgian mets at bilateral level, regular co-ordination
meetings (the so-called ‘round table conferendegiated in 1992 on Asia) are held within
the MFA. These round-tables focus on a given angbaae chaired by the DGB. They bring
together the people in charge of foreign trade he different federal and regional
administrations as well as the relevant professifatierations and business representatives in
the geographical area under consideration. Théaliions within these round-tables furnish
the basic direction to Belgian export activity, ntiéying possible new opportunities and
market niches.

The MFA also regularly holds Consular conferencéh whe same aim of better identifying
Belgian economic interests. These always take pddcead, in the country or the Region
under consideration. Thus the DGB organised a Ganswonference in January 1998 in
Manila, soon after the outbreak of the financiabisrin Asia, in order to evaluate the
consequences for Belgian trade with the Regions Towmula makes it possible to bring
together all the diplomatic, consular, economic ttade representatives of the area.

A final instrument of the MFA in order to identiBelgian export possibilities is the informal
network of Belgian Chambers of Commerce abroadHbeorary Consuls and the Advisors
for Foreign Trade. This network is lately being tgupd, since it is considered to be an often
unknown and insufficiently used tool for the proiatof Belgian companies abroad.

Once Belgian interests are defined, the MFA theesgoto the second stage of seeking to
promote them. It has a number of tools at dispasath as the organisation of economic
consultations with third countries. These consute, which can take the more formal
format of a joint commission, brings together dffls and business representatives of both
Belgium and the third country and dwell upon a éaegenda of common interests. Broadly
defined these bilateral consultations are the nr@trument by which two countries define
the framework and the norms that will organise rtidiateral trade, so as to provide legal
security in the absence of fixed rules of conduct.

In the course of 1998 the MFA also decided to cotrege its efforts more specifically on a
selected list of countries. The target-countriggtegy has defined a limited number of
countries on all continents, outside the EU. Theega for selection are both political and
economic. Within the MFA the DGB organises meetiwigh representatives of all sectors of
society (private sector, regional and federal niii@s, people-to-people contacts) in order to
draw up a working programme for intensified corgafdr the coming three to four years.
Russia, Argentina, South Korea and Canada figurengrthe target-countries.

It can be said that at the federal level the MFActions today as a catalyst for the bulk of the
foreign economic relations of Belgium, even if sopnvate sector spokespersons think of the
MFA-procedures as cumbersome and intriéteacts as the intersection where regional and
federal authorities co-ordinate and where privateta and government officials deliberate,

both for short-term projects as for middle-termatgies. Its performances in the recent
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dioxin crisis in 1999 were considered excellemgsiit proved to be a well oiled mechanism
for both domestic co-ordination as external repmeg@n. The more directly involved
departments (especially Agriculture and Public iHgabn the contrary had difficulties in
getting their act together in time and in perforgnadequately in this urgency.

4.2. The role of the embassies

Most diplomats nowadays realise that export proomotiemains one of the constant and

substantive tasks of every Belgian embassy. Thistaeveral forms:

» Gathering of information on opportunities, either the large sectors, the big projects, or
for a specific type of sales/contract is one cartstask. Overall information is gathered
about the competitive position of Belgium with redjao other direct or potential
competitors. Relays are done to all interested dsodin the Belgian federal/regional
system. One permanent task is also to keep feedigipbal economic and commercial
databank at the BFTB. Embassies also play an irmporole in establishing the potential
political and social risks, a crucial yardstick fitne Belgian export credit company, the
Ducroire/Delcredere.

» Practical and detailed inquiry on the competitionditionsfor specific projects/contracts,
particularly when and where a form of subsidy orargmtee/insurance (through
Ducroire/Delcredere or a Belgian bank) is involv&dhis is done either at the direct
request of the company, its bank, or together witrequest lodged as an instruction
coming from the Ministry of Foreign Affairs (i.eté@e Secretary for Foreign Trade, or the
DGB, or the relevant regional desk).

» Démarches and practical assistarinefavour of Belgian offers, to the authorities
(including the ministerial or head of state lewval)to private interested parties in order to
liaise with a Belgian company. This can include ¢benmunication of information at the
request of the local potential buyer/contractorintiudes also the organisation of high
profile trade missions headed by the Crown Prince.

» Publicising of successful commercial interests aodievementshoth in the country of
accreditation and from Belgium. This can includg &imd of public initiative (ceremony,
news letters, press articles, interviews, publitigesit, receptions, etc...) set up by the
embassy in support of a commercial event (signing contract, inauguration of a plant,
visit to a unit...). It can also be done throughiatihg the organisation of useful contacts
in Belgium for potential commercial partners witHavant interested Belgian companies,
or also through signalling the visit of opinion-niad journalists to the BFTB which then
will set up an adequate program.

» Organising or stimulating the existing Belgian coeroial presence in the country of
accreditation, in the form of a Belgian Businessbcbr a Chamber of Commerce, etc.
This is aimed at creating an enhanced image wigotential for cross-strengthening
reflexes, and at providing an additional sourceirdbrmation among Belgians and
Belgian interests. It also includes maintaining reestions with the nationals of the
country of accreditation who have studied or hgvecgl links with Belgium in order to
cultivate the goodwiill.

The export promotion activities of embassies talmewhat different form depending on
their location within or outside the European Unidhe intra-EU export promotion is largely
done at the level of the Regions, which are ratvedl represented all over the markets of the
EU. This activity is much more technically standsed as European integration makes the
norms, rules and regulations more uniform. Mosividdial companies already know these
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markets quite well, or the access to those markeatsuch easier and requires less assistance
from a ‘supporting’ body. The federal embassiesy @asignificantly lesser role, and this
without any resulting negative impact or missedavpmities.

The extra-EU promotion is different. The Regions kss systematically present in the non-
EU markets. Many foreign countries expect the fadembassies to be active in commercial
promotion, alongside, or in absentia of, a regi@wahmercial agent. For many Belgian SME
faraway markets look difficult and they feel a nded more assistance of and support from
the embassy.

5. Conclusion

Contrary to widespread belief that globalisatiomadg retreat of the State, the importance of
economic diplomacy by governments (and state ietgign in export promotion in
particular) has clearly not diminished over the kesv years. Diplomatic practitioners sense
that a more pro-active attitude and effort in fie&d is being requested from them.

Economic diplomacy however is no brand-new conta@amyo phenomenon. Since the
renaissance it has always been one of the twinstaskdiplomacy, along the security

dimension (maintaining the balance of power). Ecoicoand military diplomacy can be

viewed as two linked DNA-chains, alternately gaghpprominence to the apparent detriment
of the other dimension, with the latter of cours# disappearing but temporarily taking a
back seat. Political scientists should more heavilyest in the research of historical
recurrences so as to avoid the all too common phenon of calling something

contemporary where in fact we are witnessing aicgkctesurgence of a long-term pattern.

In the international system, economic diplomacyetalprominence when acceleration in
globalisation (or a suddenly increased degreetefdiependence, together with the awareness
of it) is accompanied by an absence of agreed afle®nduct. Firms then call upon ‘their’
governments in order to enhance their own endeavonrthe world market. Governments
have no choice but to further their companies'riggés, otherwise other firms would benefit.
This analysis helps to explain why today's econordiplomacy can indeed easily be
compared in intensity and in scope with the latéhI#hd early 20th century’s commercial
diplomacy of all industrial states.

This analysis however should not lead to the canciuthat over the centuries nothing has
changed in economic diplomacy. Many changes haeeroed, such as the emergence of
economic multilateralism in the twenties (whichagtg transformed and facilitated economic
diplomacy) or the growing importance of servicedriternational trade to the detriment of
goods.

Awareness of historical recurrences helps us tk &tocontemporary phenomena in a wider
context. Does the growing intra-firm trade in thee@ll international trade equal a radical

transformation of economic diplomacy ? If one vienvday’s globalisation as a radical new

and unprecedented qualitative transformation of wleld economy, then the conclusion

concerning today’s economic diplomacy is easilychedl: states are retreating and the void
that is being created, is filled by firms, with gomments simply running errands for private
sector interests.
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Let us now try to put this in perspective. Todag@mpetitive international environment
resembles in many aspects its predecessor in twdealf of the nineteenth century. The
traditional mercantilist trade policies then wagimg way tolaissez-fairethat enhanced even
more the leading role of the UK as the workplacehef world. A more or less predictable
international environment was the result. But ire tlast quarter of the century this
comfortable situation rapidly changed. Economicemagny shifted from the United Kingdom
to the United States and other European statesradgor aimed at ‘a place in the sun’. The
second industrial revolution engendered new fir@ngiants, new trading goods and new
manufacturing methods that spread all over the dvdrhis combination partly explains the
global expansion (or globalisation) of the latehl@nd early 20th centuries, described by
Palmer and Colton. This sudden acceleration ofjtblealisation process was accompanied by
the (re)emergence of ideas about the swift disappea of the State as the leading political
organisation, of which Norman AngellThe Great lllusion(1909) was an eloquent
illustration — albeit an erroneous one as histooyle soon prove.

Indeed, in this precarious and highly competiting=inational environment, companies had
no other choice than to struggle for survival by, tbe one hand, establishing cartels and
trusts providing some stability in order to mitigahe effects of the booms and busts of
unregulated economic development and, on the dtard, actively securing their existing

shares in the world markets or searching for neesomn this quest they turned to their
governments for support. An intensive economicatipdcy was the result, strengthening the
role of the State — notwithstanding all assumptioings near demise.

It would therefore be more accurate to view alssspnt-day intensive economic diplomacy
as a mere transitory phase. Post-war economic rdgdyg until the seventies/eighties dealt
mainly with goods and was pursued in a predictaitkernational environment, managed (or
‘disciplined’ if one prefers) by the Bretton Woornetary mechanism and the political and
economic prominence of the United States and Araerfrms. The absence of regulatory
monetary mechanisms, the shifting economic powktiomship between the United States
and the European Union (evolving from a unipolaa taipolar economic leadershipand the
emergence of new items on the trade agenda (senacel the consequences of the
information-based industrial revolution) put thdéemmational economic environment under
heavy stress, at the same time as trade libetalisabmbined with a deregulatory effort has
vigorously been pursued.

One must therefore readily conclude that beforevoh@ too hasty a conclusion, the real

impact of intra-firm trade on overall trade needl®e¢ investigated more thoroughly, as part of
a more sophisticated approach towards globalisatieaving aside a-historical and

fashionable best-sellers & la Benjamin Barbétiad vs McWorld
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