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1. Introduction

A remark made by President Clinton at the outsdti®second term struck me as somewhat
odd. According to the New York Timeame of his proudest achievements was his suctess a
linking American foreign policy with the domesticaomy and jobs. Apparently, in his own
words, he had discovered, thakere is no longer an easy dividing line betweerifm policy and
domestic policy, that the world we're living in &o& permit that luxury any more’.

The newspaper also quoted Mickey Kantor, Clintddéxretary of Commerce, according to
whom: ‘Clinton is the first President to really make teadhe bridge between foreign and
domestic policy.!

Furthermore, the newspaper referred to the ‘comiaerdiplomacy’ of Secretary of
Commerce Ronald H. Brown and the ‘unrelenting fooustrade’ in the Clinton foreign

policy.

Four years later, at the end of the second Cliatiministration, newspapers, both in Europe
and the United States, agree that economic diplgrhas indeed been the most consistent
thread in President Clinton’s foreign policy legadgb No. 1 of the Clintonite foreign policy,

it was said, was using diplomatic power to open keiar for American goods, helping to
create jobs and lift the United States out of aseor’ Clinton, soForeign Policyargues,
really was the ‘Globalisation President’, underdtag sooner, better than many other leaders
the profound changes that it brought upon doméiéicn the US® Similar quotes can be
multiplied, but are mere variations on the samenthe

Why label these remarks as odd ? Two reasons exjaaihe label. The first is that it took a
President so long to discover what diplomatic ptiackers, especially those who have had the
opportunity to travel between the academic anddipmatic worlds, have been saying all
along, namely that domestic policy and foreign @okre tightly intertwined.The paradigm
that foreign policy basically flows from domestialigy is more widely shared in Europe than
most mainstream political scientists in the Unittdhtes realise. Especially in France, the
study of foreign policy often starts in the sodietavironment and links the interests a
country pursues on the world stage with the dormgsiiver structure and the composition of
the ruling elite>

The second reason is closer to the subject. Déseripand remarks as quoted above suggest
an unigueness in American foreign policy that ist mearranted. They overlook the
simultaneous shift towards a more pronounced ecanemphasis in diplomacy in many
other countries’ foreign policy. Moreover, this fshs usually presented as a contemporary
phenomenon whereas in fact it is merely a cycliealirgence of the primacy of economic
diplomacy.



2. A widespr ead shift from geopolitics to geo-economics

The merit of being first at predicting this shifbin geopolitics to geo-economics probably
goes to some well-known academic authors, sudhaas KennedyJeffrey Garten, Edward
LuttwakandLester Thurowat the end of the 80s and the beginning of the Bife project of
‘Europe 92’ and the emergence of Japan and thenABgers as economic powerhouses in
those years contrasted sharply with the relatiwaimke of American economic strength. With
varying emphasis these authors were the first émclthat international relations would
inevitably evolve into competing economic blocs.weo relations would no longer be
determined by military might but by economic weight

Against the background of an American recessior ¢ffficials of the first Clinton
administration were probably influenced by the angat. Economic concerns, as the above
quoted newspapers rightly suggest, clearly cantbddorefront of American diplomacy in
the beginning of the 90s. But in this the Unitedt& were not unique.
‘My own governmentaccording to the former Australia foreign minis@areth Evans
‘has beeén chopping resources, with more and monghasis on trade and commercial
aspects.

As an 1998 survey has pointed out, most ministfdsoreign Affairs all over the world have
been insisting on the importance of economic digloyd Diplomats of many countries make
no secret of the fact that their prime task nowitook after the commercial interests of the
state they represent. Since the end of the Cold ¥fates, i.e. ministries of Foreign Affairs
(together or in competition with other departmeritsive shown a remarkable aggressiveness
with regard to bilateral commercial activities. iah trade officials consider countries such
as Germany, France, the United Kingdom and theedriitates as being much more assertive
and active in this field than Belgiufn.

Clearly, in Belgium too, the argument goes thateooic diplomacy has been making rapid
progress in term of becoming the main preoccupaiioforeign policy. According to the
former State Secretary of Foreign Trade Pierre @lev

‘the [Belgian] government has deliberately choserappoint a State Secretary whose primary
task consists in trade promotion rather than totoore the earlier practice of assigning this
portfolio to a Minister who already has other task$is emphasises the importance of foreign
trade and the increasing position of economic digoy. Economic diplomacy is becoming
increasingly important, both on the bilateral aslmes on the multilateral level. This is the
result of temporary problems, since the dioxinisrimakes our efforts all the more important.
But there are also structural reasons. The glolzia of the world economy confronts us with
new challenges. This globalisation and the incrdasempetition that flows from it, oblige
every country to bundle its forces.’

In addition he has insisted many times:

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

In Belgium, explanations vary as to why this shidis taken place. Some of these can easily
be found in other countries. The present emphasi®apnomic diplomacy is sometimes
explained in terms of a generational shift, assalteof an increased professionalism and even
‘technocratisation’ amongst the present generatiodiplomats, replacing the generation of



gentlemen-diplomats that left the diplomatic sesvimn the beginning of the seventies.
According to this explanation, ‘old fashioned’ dipiats and diplomacy only dealt with
geopolitical aspects of military security and cdesed commercial diplomacy an inferior
task.

Others look for an explanation with reference te tmgoing constitutional reform. In this
process the sub-state actors, called the ‘fedeetéties’ (Communities and Regions), have
acquired far-reaching ‘sovereign’ powers, includamginternational treaty-making power over
matters in which they have exclusive competenchk as@xport promotion. In order to retain its
pre-eminence in international affairs the fedemlegnment, and more in particular the Ministry
of Foreign Affairs, has had to impose itself asniest suitable go-through for the international
endeavours of the Regions (Flanders, Wallonia andg€®ls) in the commercial sphere.

Such arguments unmistakably contain a part of tidthwever, too national an explanation is
unwarranted, since the same perception is beirgdrniatmost countries. The simultaneity of
this emphasis on economic diplomacy in many coesttihus asks for an explanation that is
common to most countries. Obvious candidates ptésemselves.

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. Formerdtdent Clinton’s ‘It's the economy, stupid

I’ contains it all.

On the other hand comes of course globalisationgctwis sometimes linked with the above
explanation. One line of argument reads that tleeeasing globalisation of the economy
opens up new perspectives for further trade expansiut at the same time also sharpens the
competition in securing countries’ shares in warldrkets and in securing new ones. Pierre
Chevalier's quotation above is one among many eefss to globalisation as the main
explanation for the prominent role governments fagxport promotion today. Another line
of argument explains that growing international petition, considered to be the companion
of globalisation, forces governments to offer irasiagly 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 certainly as suitorskiag a marriage settlemerif’.

Political scientists have developed the notionGirhpetition State’ in order to describe what
is said to represent a changed relationship bets®gas and business.



3. How contemporary a shift ?

3.1Belgium as a case study

There is no doubt that today’s diplomacy reveatsmmercial aggressiveness that is novel to
most practitioners, accustomed as they were tordteer smoothly working economic
environment after Bretton Woods and to the primafcgold war concerns in that period. But
looking at it from a longer historical perspecti®w unique is today’s economic primacy in
foreign policy ?

Looking for an answer, first from a Belgian pergpax; one can distinguish at least four
similar periods in which economic internationalat&ns clearly overshadowed all other
aspects of foreign policy both in importance ancefforts spent. Put otherwise, in at least
four instances, Belgian governments and the diptiemservice judged the pursuit of
economic interests of paramount importance, netegisgj an enhanced effort in export
promotion, even at the expense of other items eridteign policy agenda.

To be historically correct, one has to point owittim Belgium, export promotion has always
corresponded to a vital, even existential needhfigm the beginning of the Belgian State,
the political establishment was of the opinion téhout export the productive capacity of
Belgian industry would inevitably have faced gras®rproduction, leading to shutdowns,
unemployment and ‘anarchy’. Nineteenth-century sidalists largely shared this fear of
anarchy. Belgian diplomacy acquired from its be@ige a mainly economic dimension,
consisting in a ceaseless search for new marketgsensurplus Belgian products could be
sold. This search for new markets did not amourdrtaltruistic concern of job-creation. It
was evidently in line with the specific interesfstie industrial and trading bourgeoisie, the
new social class that governed Belgium in the eieeth century.

But from time to time, the routine export promotieffiort was felt as inadequate considering
the needs. This was the case in the 1850s and ,18@@sequently in the 1890s and the 1925-
1939 period and, finally, during the 1990s. Is ¢h@rcommon feature to these four periods ?

The 1850s and 1860s witnessed a rapid shift frqggnogectionist trade regime to free trade.
The signature change was the Cobden-Chevalier yireatl860 establishing free trade
between France and Great Britain. Belgium as algrading nation enthusiastically endorsed
the new trade philosophy. The scope of the conssdavice was developed to historical
heights and the (albeit small) Ministry of Fore§ffair almost exclusively oriented its efforts

towards renegotiating the dozens of existing hiddtecommercial treaties. Economic

diplomacy clearly took the first stage in presegviBelgium’s status as the third or fourth
industrial power of that time.

During the 1890s Belgium was an active participarthe financial and industrial expansion
world-wide. Companies and banks were the leaditgscbut their efforts were supported by
the diplomatic and consular service. Belgium wasdhly small European state participating
in the break-up of China. All efforts notwithstangj Belgium was unable to maintain its
leading role in the world economy. It was indeeafoanted with new and bigger players,
such as Germany and the United States that hadedrttee second industrial revolution and
started to offer on the world markets the same yotsiBelgium had traditionally excelled in.
Those powers could wield a bigger clout on worldrkets, due to their sheer size and the
protection of their neo-protectionist trade basgidnternational economic competition gave



birth to aggressive export promotion efforts by iatustrialised countries, and from 1894
onwards Belgium’s share in world markets grew lesgidly than German or Austrian
exports.

From the second half of the 1920s onwards, Belgame again showed a remarkable
dynamic economic diplomacy. Faced with the dandeisog protectionism outside Europe,
Belgium became a champion, within the League ofdvat of a global tariff truce and tariff
demobilisation, which should create a area withoade barriers. When the League efforts
collapsed and the Crash of '29 gave way to an émgluDepression, Belgium nevertheless
pursued its efforts to maintain a regional frealéraarea amongst its major trade partners.
Without fully realising it, Belgium and other sm&luropean countries created a new strand in
economic diplomacy, alongside export promotion. attempt of converting the numerous
bilateral trade agreements into a multilateral gamrk based on free trade principles was to
be called, later on, economic multilateralism. #ncbe seen 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 weratually binding for all participating
countries. Multilateral judicial norm setting becanan integrated part of international
economic diplomacy. For small countries such agiBetl, this amounted to a set of rules of
conduct that were common to all and thus more ecatifivantage of the small, since the large
countries’ submission to multilateralism amountedatabandonment of power-based means
by which to influence other countries’ behaviour.

Some arguments and remarks made during that tinmg tméoe quoted at length, since they
have a remarkably contemporary ring to them. Dudngarliamentary debate in April 1935
the Minister of Foreign Affairs described the chiaggnature of diplomacy as follows.
Thanks to theextraordinary development of the press and thegelph agencies’most of
our diplomatic posts have less to do with regarthér traditional task of political reporting.
So they now have the possibility to pay more aitbento securing the economic interests of
our country, which has become the main task oBiblgian diplomatic representation abroad.

During another debate in December 1933, a MembePaffiament gave the following
appreciation of the Embassy’s duties:

“Nos ambassades doivent étre les premiers comnyigageurs de I'expansion belge. (...) dans
nos ambassades régne un état d’esprit nouveauieRhssde nos ambassadeurs font vraiment
tout ce qu'ils peuvent pour favoriser I'expansiade (...) lls n’estiment plus, comme c’était le
cas autrefois parait-il, qu’il est au-dessous deairlalignité de s’occuper des questions
commerciales.*

In between the two quotes, in November 1934, thiyi&e Ministry of Foreign Affairs
changed its name into: ‘Ministry of Foreign Affamad Foreign Trade’.

In the mid-1990s, economic diplomacy once more eiimcreased attention and acquired a
new dynamism and political acceptabiltfyln 1997, the Ministry of Foreign Affairs re-
arranged its internal organisation in order betidve equipped for the increased international
competition it faced on world markets. The mulela and bilateral economic desks were
merged into the same directorate-general. A nurobepecific strategies and co-ordination
mechanisms were streamlined so as to become mectwetl, including by bringing together
the people in charge of foreign trade in the déferfederal and regional administrations as
well as the relevant professional federations arginess representatives.



3.2.Expanding the scope

As far as Belgium is concerned, the conclusionbigiaus: present-day economic diplomacy
demands a stepped-up effort that clearly differsdope and energy from the diplomatic
tradition since the end of the Second World Wart &plaining this by referring to present-

day processes of globalisation is inadequate, simoéar periods of economic assertiveness
in diplomacy occurred in Belgium’s past.

Should one label Belgium unique ? Without suffitieamparative historical research into the
economic dimension of other countries’ diplomacyge cshould beware of too explicit a
generalisation. It can however be assumed, evennwtensidering the topic only
superficially, that other countries too experiensgdilar cyclical resurgences of economic
diplomacy as the paramount task of diplomacy. Tistiooe, one can equally as well assume
that characterisations of President Clinton aditeePresident to bridge foreign and domestic
policy, are — to say the least — historically dduibt

Taking the United States’ history as a textboolecasuldn’t at least William H. Taft (1909-
1913) and Franklin D. Roosevelt (1933-1945) qudlifiythe same epitaph as Mickey Kantor
gave Bill Clinton ?

The first invented ‘dollar diplomacy’ that aimedsdabilising the American ‘near abroad’ so
as to protect and enhance American commercial iaaddial interests, first in the region and
then world-wide (China), as well as securing jobe@ne. The second will always be linked
with the first successful attempt consciously uteldern by a large number of governments to
shape an economic and monetary world order, inrdodprevent a new Depression at home
(since the 30s had demanded so huge a price éfnttegican population), and, as a corollary,
to advance American leadership in the West.

The central question is why diplomacy shows ataderimes an outspoken economic flavour,
whereas at others this concern seems largely aBskntould be interesting, for the sake of
comparison, to study the methods, emphasis andvimeinaof United States diplomacy
against the background of the three periods of Acarcommercial histori/

Today's economic diplomacy can easily be comparedhiensity and in scope with the
commercial diplomacy of the European states dutiegnineteenth century or with the dollar
diplomacy under the American president William Hodvalaft. A majority of political
scientists, but also diplomatic practitioners témdverlook such historical 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 qgmarisons can be demonstrated. Either the
explanation is correct and then the historical lfelsaare faulty, or the historical parallels are
correct and then the explanation is wrong.

In all fairness, it can be argued that both paftthis 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 (objectiveyeligpment accompanied by a (subjective)
awareness of this rapidly shrinking world. WouldriStendom which gave the Middle Ages

its unity and which rested on the shared respditgibnd power of Pope and Emperor, not be
eligible for the characterisation as the first lghdisation’ ? Could not the same be said of
early colonialism, that started with Henry the Ngator in the early fifteenth century ?

Even if one limits oneself to modern times, thea tescription 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 economicallth each region playing its due role in a
global specialisation. (...) A true world market hbden created. Goods, services, money,
capital, people moved back and forth almost withegfard to national boundaries. Articles
were bought and sold at uniform world prices. Desl@a wheat, for example, followed prices
in Minneapolis, Liverpool, Buenos Aires, and Darasgreported by telegraph and cable from
day to day. They bought where it was cheapest, sahdl where it was dearest. (...) The
creation of an integrated world market, the finargiand building up of countries outside of
Europe (...) were the great triumphs of the nineteeentury system of unregulated
capitalism. The system was intricate, with thousaadd even millions of individuals and
business firms supplying each other's wants withaauttral planning. But it was extremely
precarious, and the position of most people inaswxceedingly vulnerable. Region competed
against region, and person against persojrf’.”

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 of shared rules of conduct. In order to provatesome regulation, companies at the end
of the century created trusts, cartels and entetedorice agreements among themselves. At
the same time the absence of global rules of cdndumde companies turn to their
governments for support in their search for newehan the world markets (and sometimes
for protection of their current market shares). &ownents gladly responded since their
companies’ world expansion provided cash, domgstis and wealth (albeit for a small
elite). One of the means at their disposal wagliplmatic apparatus, which was set towards
an increased emphasis on economic diplomacy.

At other times, this emphasis tended to diministinee 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; aindm 1950 onwards, by the creation of a
European common market based on reciprocal judecighgements. 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 architettasebeen devised so far. Hence the new
drive for deregulation and liberalisation that wtdrin the eighties led to a world order in
which no common rules of conduct existed that viergccordance with the needs of the new
acceleration in globalisation.



Companies feel themselves the victims of this laickdequate regulatory mechanisms, since
they too feel threatened from all sides. The sameses have lead to the same remedies:
‘merger mania’ on the one hand as a means of sngvim a highly competitive environment
and increased reliance on governments’ serviceshermther, as a means for companies to
secure actual market shares and acquire new ome®r@nent officials, entrepreneurs and
(most of) the business press do indeed perceivay®dnternational trade environment
indeed as a highly competitive one, a sort of glgin which only the fittest (the largest, the
most innovative, the most productive) will surviv@overnments in turn have no choice than
to respond to the appeals by the companies onttreitory (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.

3. Economic and security diplomacy as DNA-chains

In short, economic diplomacy is no brand-new comerary phenomenon. Since the Italian
Renaissance it has always been one of the twirs takkliplomacy, alongside 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 evidentlyt mlisappearing but temporarily taking a
back seat. Political scientists should more heawuiyest 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 lateetédenth and early twentieth centuries’
commercial diplomacy of all industrial states.

Today’s competitive international environment rebéa in many aspects its predecessor in
the second half of the nineteenth cent§fyhe traditional mercantilist trade policies theasw
giving way to laissez-fairethat enhanced even further the leading role ofUlkeas the
workplace of the world. The liberalisation of Bsiti trade which directly and indirectly
fostered foreign trade in the rest of Europe amiiaber of important changes in transport
technology and costs, the stock of precious metadisthe beginning of farm mechanisation in
the United States, all this contributed to a sigaift shift for the flow of tradé’ This shift
required a temporary stepped-up effort of the itrdhissed countries of that time, such as
Belgium, so as to re-arrange their internationaheenic relationships to this new situation.

A more or less predictable international environtniien followed, that lasted till the last
guarter of the century, when this comfortable situarapidly changed. Economic hegemony
shifted from the United Kingdom to the United Stasgand other European states acquired or
aimed at ‘a place under the sun’. The second indlsevolution engendered new financial
giants, new trading goods and new manufacturinghatst that spread all over the world.
This combination partly explains the global expangjor globalisation) of the late nineteenth



and early twentieth centuries, described by Palaret Colton. Incidentally, this sudden
acceleration of the globalisation process was apemied by the (re)emergence of ideas
about the swift disappearance of the State aseahdirlg political organisation, of which
Norman Angell’'sThe Great lllusion(1909) was an eloquent illustration — albeit aweeous
one as history would soon prove.

Indeed, in this precarious and highly competitiwteinational environment, companies had
no other choice than to struggle for survival, be bne hand, by establishing cartels and
trusts providing some stability in order to mitigathe effects of the booms and busts of
unregulated economic development and, on the bited, by actively securing their existing

shares in the world markets or searching for neesomn this quest they turned to their

governments for support. An intensive economicaiipcy was the result, strengthening the
role of the State — notwithstanding all assumptiofniss near demise.

The Depression era of the 1930s can be viewedsasikar shift from a free trade euphoria

that followed the 1925 Locarno treaties and was cgigal in the endeavours of the

International Economic Conferences organised by #sgue of Nations. Its collapse and the
ensuing return to competing protectionist blocsgessitated a more dynamic economic
diplomacy, partly through the first attempts of momic multilateralism, partly by a return to

more aggressive trade promotion policies.

It would therefore be more accurate to view preskytintensive economic diplomacy as an
essentially transitory phase. Post-war economilodipcy until the 1970s-1980s dealt mainly
with goods and was pursued in a predictable intemmal environment, managed (or
‘disciplined’ if one prefers) by the Bretton Woorgnetary mechanism and the political and
economic prominence of the United States and Araeritms. This predictable international
economic environment then came under heavy stresdidtinct but mutually reinforcing
forces: a new acceleration in the ongoing globttisaprocess, once more flowing from
reduced transport and communication costs, asageftom deregulation and liberalisation;
the absence of regulatory monetary mechanismssliifeng economic power relationship
between the United States and the European Uniamiv{eg from a unipolar to a bipolar
economic leadership}:and the emergence of new items on the trade agsadaces and the
products of the information-based industrial retiolu and biotechnology).

Put in simple terms, when the rules of the gamechenging, it's all hands on deck, a red
alert phase for economic diplomacy — that lastdl uréw rules are agreed upon by a
significant number of powerful players.

(Lezing gehouden op het International Studies Aason (ISA) 2001 Conference, Chicago, 21
februari 2001)
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