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Classic Forms of
Political Risk

« Transfer risks: Limit transfer of capital,
payments, production, people and
technology (e.qg., tariffs, capital
repatriation)

 Operational risks: Constrain management
and performance (e.g., taxes, local
sourcing reguirements)

« Ownership-control risks: Inhibit ownership
or control (e.g., foreign-ownership rules,
expropriation)

Source: International Management: Culture, Strategy,
and Behawvior, Fred Luthans, Jonathan P. Doh, 2006.
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Risk 1s a Function of the Business Environment

* Rising business uncertainty

* Declining trust

« Growing tribalism * ‘-i
« Anti-business activism ! NG
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Rising Business Uncertainty

o BREXIT
. Protectionism o mem
Mevs QUITA RESTRIETIONS s
. Trade wars WARTRADE:sis== -
I WS TRADE POLICY==ES
« Immigration policies m]'Am[Fsm “‘“PIII.ITI”
" TRADE BARRIERS i . EConoe CRSES PUTIAL TRADE WAR EXPORTS

 China’s growing influence TT#AKDSEPUUTIC A MREI.A.""N e

TANFFS
| | VAR ECOHMIC LTI A G FE MENTS 2
 Potential for g lobal recession = mnﬁ llltglllii*:!;lﬂlﬁ?pu lITI & iiii ﬁ #HM]E BARRIERS 255"
paurics |~  TRADE WAR:=:"

LT THE

“AETAUT, POLITICALE2R: L. REGULATIONS

)
REDEFINING POLITICAL RISK MANAGEMENT %\




Who Do Americans Trust for Political News?

Friends and family

The news media
Trade/professional associations
Businesses

Democratic Party

Conservative groups
Republican Party

Liberal groups

Social media

Source: 2018 Public
Affairs Pulse Survey,
Public Affairs Council

Candidate political campaigns

Political groups like super PACs

[l Trust (a lot/some) B Don't trust (not too much/none) I Don’t know/no opinion

»
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Which Industries Do Americans Distrust?

Percentage Saying an Industry is Less Trustworthy Than Average

Pharmaceutical companies NN 55%
Health insurance companies NG /S
Banks and other financial institutions  |INREGEG—_—_ 39
Energy companies 34%
Automobile companies NG 28%
Technology companies N 21%
Large retail companies M 20%
Food and beverage companies 19% Source: 2018 Public

Affairs Pulse Survey,
Manufacturing companies N 18% Public Affairs Council
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Who Needs More Oversight?

Percentage Saying an Industry Has Too Little Regulation

Pharmaceutical companies 48%
Health insurance companies 41%

Banks and other financial institutions GGG 36%

Energy companies 35%
Technology companies I 23%
Food and beverage companies 2304

Automobile companies 2204

Manufacturing companies . 19%

Business in general 19%  Source: 2018 Public

L i : Affairs Pulse Survey,
arge retall Companies g 180,  pyblic Affairs Council
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Information Tribalism
And Political Tribalism

« People seek out “agreeable” facts and
ignore facts that contradict their beliefs

 The higher someone’s IQ, the better they
are at arguing to support a position — but
only if they already hold that view

 Political party and ideology have become
major components of our identities
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Controversies Are
Becoming Crises

65% are likely to stop purchasing products if a
company is involved in a crisis

62% are likely to support tougher regulations if a
company is involved in a crisis

43% are likely to make negative comments if a
company is involved in a crisis

61% are likely to stop purchasing products if a
company is involved in an upsetting controversy

44% are likely to make negative comments if a
company is involved in an upsetting controversy

Source: Fight or Flight: How Americans React to Corporate Crises
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and Controversies, Public Affairs Council, 2018
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How Public Affairs
Is Changing

 The rise of “knowledge lobbyists”

 Greaterreliance on the “outside game”
of politics

e Business support for social issues

 Learning how to talk about advocacy
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Trends in Advocacy

Permanent Campaigns
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*
MRP Tell Congress: I'm counting on you to protect my benefits! EEl RS

113,013 supporers

250,000 goal

Medicare is more than a line on a budget balance sheet — millions of Americans rely on

Medicare benefits to make ends meet.

Tell your members of Congress to work for the American people by protecting

Medicare.

Send your letter right now:

MESSAGE

Personalized messages are especially effective -- please consider explaining why

this issue is important to you!

Stand up for your constituents, and oppose any cuts to Medicare

As your constituent, it's important for you to understand what | want to see
from my elected officials — and protecting Medicare is at the top of my list.

Medicare isnt just a line on a budget balance sheet — it's a lifeline for the
tens of millions of Americans who rely on itto afford health care and make

ends meet.

Weve worked hard for our benefits, and its simply not right to cut them and

take away what we've been promised and paid into over our lifetimes.

| am asking you to keep Medicare’s promise to the American people, and

oppose any bill which would cut Medicare benefits.

Thank you.

CONTACT

% =reguired

Title*

FIRST NAME%*

LAST NAME#

YOUR EMAIL %

PHOME NUMBER % L]

cITyY
State* ZIP CODE%

SUBMIT

By taking action you will join AARP's online network and
will receive urgent news and action alerts sbout the izsues
that matter the most to clder Americans, as well as
informaticn about AARP activities, events, and member
benefits.
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Trends in Advocacy
Data Visualization
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Trends in Advocacy
Digital Advertising

TrumpCare by the numbers

23 million Americans

will lose their health care by 2026 as Medicaid is slashed, households’
premium costs skyrocket, and protections for people with preexisting
conditions are eliminated

$33 billion increase

in out-of-pocket expenses for things like deductibles and copays as
subsidies are cut and insurers are allowed to offer worse plans

1.1 million fewer jobs

would be created by 2020 as the law’s cuts come into effect in a
still-weak economy and force Americans to spend more of their money on
health care and less on basic necessities like food and rent

TrumpCare will kick working people and their families off
their insurance, increase costs, and slow down the economy.

S
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o
J

Economie Poliey Institute




Trends in Advocacy
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Viral Grassroots

Imagine a World
Without Free Knowledge

For over a decade, we have spent millions of hours building
the largest encyclopedia in human history. Right now, the U.S
Congress i8 considering legislation that could fatally damage

the free and open Internet. For 24 hours, to raise awareness,

we are blacking out Wikipedia. Learn more.

Contact your representatives.

Your ZIP code: [ €
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Trends in Advocacy
Business Support for Social Issues

| GOOGLE EMPLOYEES RALLY
AGAINSTTRUMP'S IMMIGRATION BAN

c‘net Fall 2016

PayPal CEO Nixes
North Carolina
Expansion over
Transgender Law

Tim Cook @
T i Follow ¥

250 of my Apple coworkers are #Dreamers. |
stand with them. They deserve our respect as
equals and a solution rooted in American
values.

9:38 AM - 3 Sep 2017




How Reputation Affects Advocacy

When is Lobbying an Acceptable Practice?

Protecting jobs at the company 56% 18% 26%
Supporting social causes 51% 21% 28%
Creating a level playing field 50% 19%  31%
Opening new markets for the company 45% C24% 31%
Reducing business costs A4% C25% 31%
Source: 2018 Public
: : Affairs Pulse Survey,
Securing government funding or grants 38% 32%  30% Public Affairs Council
Yes, this is acceptable B No, this is not acceptable Don’t know/no opinion
form of lobbying form of lobbying

)
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Management Strategies
For a Risky Environment

1.

o bk Wb
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Assess public policy issues and
reputational issues in tandem

Conduct thorough risk assessments
Engage in scenario planning
Understand behavioral communication
Be a thought leader

Be strategic about corporate support
for social issues

Understand that employees are likely
your most important audience




A
Public Affairs Council

MANAGE YOUR WORLD

Doug Pinkham
dpinkham@pac.org
@dougfromDC
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