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The year 2015 was the third consecutive year when the area of support of external
economic relations of the Czech Republic (VEV) belonged to fairly peaceful parts of
Czech foreign policy. This situation was facilitated, without a doubt, by stabilization
of the institutional and programme base, which started already during Rusnok’s care-
taker government and it was then supported by Sobotka’s government. At the same
time, further increasing of activities of key state institutions as well as efforts for
greater co-ordination of their activities were reflected in it. Despite some unfavour-
able tendencies in the international environment, Czech export did well too. The in-
flux of direct foreign investments was also satisfactory.

The main limiting factors included, like in 2014, slow recovery of the world econ-
omy after the global financial and economic crisis. The slow pace of the global growth
reflected especially slow increasing of productivity and persisting high unemploy-
ment. At the same time, it was influenced by problems in some developed econo-
mies and smaller dynamics of emerging and developing countries. Last but not least,
it was impacted negatively by new geopolitical shaking in the form of the crisis in
Ukraine, conflict in Syria and thereto related strong migration wave or international
terrorism strengthened by the establishment of the so-called Islamic state.! However
in the Czech economy, the said external factors were countered by the efforts to fin-
ish drawing the resources from the European funds, increasing domestic investments
related to the high profitability of firms in the previous year, increasing public expen-
ditures and increasing household consumption. The pace of the GDP growth in the
first three-quarters exceeded the estimates and belonged to the highest in the EU. The
said result was confirmed by the preliminary cumulative data for 2015, pursuant to
which the GDP was increased by more than 4%.> The manufacturing industry, espe-
cially the car production, contributed to it most from the individual industrial sectors.

However, the unexpectedly favourable result was also caused by the impact of
several temporary factors — in addition to the already mentioned drawing of subsidies
from the European funds or decline of crude oil prices also due to for example prelimi-
nary supplies of tobacco products in connection with the change of the consumption
tax. Undoubtedly, it was also facilitated by the continuing recovery in the Eurozone.
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After these factors were exhausted, slowing down below the 3% level was expected
for 2016-2017. Given the high openness of the Czech economy and persisting export
dependency on the countries of the EU or, as the case may be, Eurozone, the risk still
persisted that possible economic problems would spill over to us from other member
states, especially from Germany.?

THE ECONOMIC DIMENSION OF CZECH FOREIGN POLICY:
BACKGROUND AND POLITICAL CONTEXT

In addition to the economic factors, the favourable economic development was also
supported by new development trends in the global mode of the international trade,
more specified direction of development of the internal market of the EU and its ex-
ternal economic relations in the follow-up to the creation of the new European Com-
mission and also stabilization in the Czech political scene after the elections in 2013.
On the contrary, the risk was presented by the persisting crisis in Ukraine, which made
numerous Czech exporters terminate their business plans there, and also problematic
trade with the Russian Federation that was limited, in addition to the continued sanc-
tions of the EU and retaliatory measures adopted by Russia, also by the deteriorating
payment ability of local firms.

On the EU level, in 2015 the preparation of the crucial strategic documents for the
term of office of the Juncker’s European Commission continued. In the economic area,
they were joined already in late 2014 by the Investment Plan for Europe (so-called
Juncker Plan) aimed at the mobilization of the investment activities in the EU, espe-
cially by means of the newly established European Fund for Strategic Investments
(EFSI). The Czech Government approached the plan proactively from the beginning.
It supported the plan because its set-up corresponded to the governmental priorities
in the area of investments, but it simultaneously wanted to further its interests it in. In
particular, it strived for avoiding the situation when the plan would threaten drawing
finances from structural funds and undrawn financial means from such funds would
be possibly included in it. Furthermore, it strived for joint action with the V4 states
in obtaining finances for the interconnection of the energetic systems and decreasing
dependence on the Russian gas. Contrary to Slovakia and Poland, however, it refused
to contribute to the EFSI from the state budget. After the first year of the implementa-
tion of the plan (assessed fairly positively till now), it seems, however, that the proac-
tive approach has not been maintained successfully with respect to using available fi-
nances. Obtaining finances from the EFSI was attempted in the Czech Republic at first
especially by banks, namely for financing projects of small and middle-sized plants.
However, the potential of the fund was not used sufficiently in the first months of its
existence by the actual plants or the government.*

From the perspective of the further development of the economic relations of the
Czech Republic with the member states of the EU, within the new programme docu-
ments of the Juncker Commission, the focal point became the strategy for the internal
market called Improving Internal Market: More Opportunities for People and Plants.
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Again, the Czech Republic tried to influence its final form actively from the very be-
ginning in co-operation with a group of 17 similarly thinking states, with which it
agreed on the necessity to deepen the integration in the area of the digital market and
in the area of services, including consistent implementation of the Directive on Ser-
vices. Other shared interests included increasing efficiency of administration of the
internal market and enforcement of its already existing rules.

The resulting form of the strategy reflected the said requirements in the full scope,®
even if it appeared at first that it would not have to support the required shift in the
area of services.” In October 2015, the European Commission also issued a new stra-
tegic document called Trade for All: Towards a more Responsible Trade and Invest-
ment Policy concerning the issues of relations with non-member states. Therein it con-
firmed its preparedness to continue in the negotiations about the liberalization of the
international trade in the upcoming period, both on the level of the multilateral plat-
form of the World Trade Organization (WTO) and on the bilateral level. Especially
in the investment part, the strategy also obtained a visible value dimension because
it clearly signed up for respecting the principles of sustainable growth, human rights
and fight against corruption. These principles shall also be included in the newly ne-
gotiated investment agreements.

With respect to the WTO, the new strategic document included among the EU pri-
orities especially its general recovery and return to the centre of negotiations about the
further liberalization of the international trade, which moved to the regional and bi-
lateral level as a result of stagnation of the development of the agenda from Doha. In
this respect, the year 2015 brought a positive shift because in the annual session of the
Ministerial Conference of the WTO in Nairobi, they managed to reach an agreement
about export competition in agriculture and an agreement on information technolo-
gies was reviewed. A good promise for the future was also the intention included in
the final declaration of the Ministerial Conference, pursuant to which the WTO could
achieve progress in trade negotiations by the solution of partial problems and faster
progress within a part of the membership base instead of looking for a wide consen-
sus of all involved countries. The said arrangements corresponded to the interests of
the Czech Republic because it was strongly interested, as a highly open economy, in
the elimination of export barriers.

Within the negotiations led by the EU on the multilateral or bilateral basis, the ne-
gotiation of new free trade agreements was highlighted, especially with the objective
of strengthening the presence of European business subjects in Asia and the Pacific
Region and modernizing the already existing contractual arrangements of economic
relations with some non-member states, for example Turkey or Mexico. To achieve
this objective, the EU continued in the negotiations about the multilateral Trade in
Services Agreement (TiSA), Transatlantic Trade and Investment Partnership (TTIP),
trade agreements with Japan and some countries of the Association of South East
Asian Nations or in investments and geographic designations with China. Negotia-
tions with Tunisia and Philippines have started anew.

From the perspective of the Czech Republic, the long-term direction of the EU
in the area of internal and external trade is of considerable importance because the
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Czech Republic needs to realize the support of its external economic relations with
respect to the membership in the EU. Economic relations with other member states
develop according to the rules of the internal market and relevant social policies, re-
lations to non-members in the context of the common trade policy of the EU. In both
cases, it concerns advanced parts of the integration process with a considerable scope
of the transfer of authorities to the Community bodies. Hence, the crucial arena for
furthering economic interests of the Czech Republic is especially the Council of the
EU, its Committee of Permanent Representatives (COREPER) and also other com-
mittees and work groups.

It was also confirmed during 2015 by the new national conceptual documents,
which followed up the programme statement of Sobotka’s Government and specified
its individual parts, especially The Concept of the Foreign Policy of the Czech Repub-
lic adopted in July and The Priorities of the Czech Republic in Agenda of the Internal
Market for 2015-2020 adopted in November.® Another proof was also the rejection
of the material prepared by the Ministry of Industry and Trade of the Czech Repub-
lic with the title Economic Dimensions of Russian-Ukrainian Crisis — Searching for
Solutions, by which the MIT tried to respond to the problems in the Russian market.
This material was not adopted by the government with respect to the political sensi-
tiveness in the EU but also with respect to direct criticism by the USA.

The Concept of the Foreign Policy of the Czech Republic expressly labelled the
membership in the EU or, as the case may be, internal market and other common
policies as the main tool of “the support of prosperity and sustainable development
of the CR” and main space for the realization of the economic interests of the Czech
Republic. At the same time, it confirmed that like in the past, it was engaged in deep-
ening and liberalization of the internal market and that it wanted, through the Com-
mon Trade Policy of the EU, to “strive for the strengthening of the multilateral trade
system of the World Trade Organization”. Last but not least, it also highlighted the
importance of economic diplomacy by means of a special emphasis of the non-Eu-
ropean territories.’

The priorities of the Czech Republic in the agenda of the internal market were
leaning on a wider conceptual base and in addition to the direction of Czech foreign
policy, they also considered the objectives in the area of the economic policy.!” At
the same time, they also responded to the results of the analysis of the position of the
Czech Republic in the European context, which was used for their preparation. The
analysis clearly shows that the Czech Republic has a comparative advantage in the
European scale in the area of machines and transport equipment, in other areas (espe-
cially in the manufacturing industry), its comparative advantages gradually lose im-
portance, however. This trend is caused especially by the increasing dependence of
the applicable sectors on imported inputs when in the territory of the Czech Republic
primarily mid-range technologically demanding phases of the manufacturing process
are realized and top parts of the production are ensured by foreign subcontractors. At
the same time, the limitation of the comparative advantages is related to the continu-
ing international or global fragmentation of production, when an increasing number
of business subjects within the so-called value chain or value network contributes to
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the creation of the specific final product. To strengthen competitiveness of the Czech
manufacturers and their positions in the European market as well as in the global mar-
kets, it is necessary, therefore, to search for ways of moving towards the technologi-
cally more demanding parts of the manufacturing process within the said chains or,
as the case may be, to the pre-production and post-production processes with high de-
mands for infrastructure and competencies. It should also be facilitated by deepening
of the unified internal market supported by simplification of its regulatory framework
and elimination of the barriers, which still stand in the way to the full realization of
the basic four freedoms, on which the unified internal market is based (freedoms of
movement of goods, services, people and capital).

The very increasing of transparency and efficiency of the regulatory framework
of the internal market, its greater accessibility for citizens and business subjects and
full realization of the four freedoms was included by the Government of the Czech
Republic into its key priorities in the follow-up to the analysis. At the same time, it
identified a number of measures, which are necessary for full utilization of the poten-
tial of the unified internal market in the follow-up to the current European legislation,
and other Union initiatives should be realized on the national level. Particular priori-
ties of the industrial sectors should be focused especially on the area of energetics,
transport and science, research and innovations.

THE ECONOMIC DIMENSION OF CZECH FOREIGN POLICY:
AGENDA AND EVENTS

In 2015, the key topic of the common agenda in the area of support of VEV, from
which the progress of the main events was derived, became the deepening of the in-
stitutional co-operation between the MFA and other bodies of the state administra-
tion intervening in the area of support of VEV with their activities. This deepening
started already in 2014 with the signature of the General Agreement between MIT of
the Czech Republic and the MFA of the Czech Republic on Principles of Co-opera-
tion in Ensuring Support of Export and Economic Diplomacy of the CR" and also of
the Memorandum on Co-operation between the MFA of the Czech Republic and the
Ministry of Agriculture of the Czech Republic.'? Still in 2014, the cross-institutional
agreements were followed up by the foundation of the Client Centre for Export, elab-
oration of the first version of the unified Catalogue of Services of the CzechTrade
Agency and diplomatic missions (DP), development of the Map of Global Sector Op-
portunities and start of the common export training of staff of the MFA, the MIT and
CzechTrade."

In 2015, the Catalogue of Services was updated to expand the portfolio in the area
of the trade policy and internal market of the EU. This update was presented by the
representatives of the MFA and the MIT at the meeting with journalists in early Oc-
tober.!* Newly the provided services are aimed at the elimination of barriers in the in-
ternal market of the EU. They include expert support in the area of the wording and
interpretation of the intergovernmental and inter-ministerial agreements, provision of
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information about specific relevant barriers when entering foreign markets, includ-
ing communication with the EU bodies and leading negotiations in mixed inter-min-
isterial and inter-governmental commissions within the common trade policy of the
EU. Furthermore, they also include a solution of problems in the internal market of
the EU — consulting with respect to marketing the products in the member states of
the EU by means of the Product Contact Place (ProCoP) in the MIT and assistance in
out-of-court solutions of trade conflicts of exporters with offices in member states of
the EU, which is ensured by the Section of European Affairs and Internal Market of
the MIT within the network SOLVIT." The Section of European Affairs and Internal
Market of the MIT also started providing the consultations about the system and pro-
jects of economic migration (Fast Track, Welcome Package).'®

In the co-operation between the MFA and the MIT, the second version of the
Map of Global Sector Opportunities was developed. It was newly processed in three
phases. At first, the MFA realized the input analysis of individual territories. Its results
were then verified on individual DP and in foreign offices (FO) of CzechTrade. In the
second phase, the gathered data were completed and assigned to individual territorial
cards. The cards were then forwarded to business associations, CzechTrade and the
MIT for consultations. The third phase included repeated verification of the material
by the DPs and the FOs of CzechTrade with the objective of specifying the text in-
terpretations and quantifying strategic intentions of governments of the export terri-
tories.!” The output material specified newly key macroeconomic indicators for each
export territory and comment on specific export opportunities embedded into a wider
political-economic context.

From the perspective of the manner of publication, the second version of the Map
was innovative in the fact that it was made in three different forms. In June 2015, the
MFA, the MIT, and CzechTrade prepared a printed version with break-down of the
data about export opportunities by territory.'® At the same time, they presented an in-
teractive version too, which enabled to generate the data both by territory and by sec-
tor."?

Data about export opportunities for 23 perspective fields of the Czech economy
were published in December.?’

By the sector structuring of the data about export opportunities in the Map of
Global Sector Opportunities, the MFA, the MIT and CzechTrade partially deviated
from the original concept from 2014,*' or, as the case may be, from The Export Strat-
egy of the Czech Republic for 2012-2020,% to the form of which Minister Martin
Kuba contributed considerably (ODS; the MIT 2011-2013). They were aimed at ex-
port activities of the Czech Republic to 12 priority territories and 25 territories of spe-
cial interest. The new Map did not cancel this approach expressly, but it responded to
the fact that in some original priority territories, such as Iraq and Ukraine, the recent
political-security situation had deteriorated considerably.”® The direction of export ac-
tivities of the Czech Republic by sector opportunities with the concurrent preservation
of The Export Strategy of the Czech Republic for 2012—2020 should enable consider-
ing this political-security instability, without a diplomatic criticism from the side of
the concerned states for their exclusion from the list of priority territories.

347



PART V: MULTILATERAL RELATIONS AND OTHER THEMATIC AREAS OF CZECH FOREIGN POLICY

Another new activity in the area of support of VEV was the pilot evaluation of
the trade-economic activity of DPs and the MFA.* Tt included seven areas — planning
of activities of the trade-economic actions of DPs, quality of economic reporting and
summarized territorial information, status of assistance services, status of projects of
economic diplomacy, co-operation of DPs with the applicable sections of the MFA,
co-operation of DPs with CzechTrade and Czechlnvest and finally the evaluation of
DPs from the perspective of business associations. Its results were presented by the
representatives of the MFA, the MIT, and CzechTrade during the June regular Con-
ference of Economic Counsellors.” They suggested that it was positively perceived
both from the perspective of the MFA and from the perspective of the business asso-
ciations. Pursuant to the MFA, the specific ten best evaluated DPs include the mis-
sions of the Czech Republic in India, Indonesia, Malaysia, Ethiopia, Saudi Arabia,
United Arab Emirates, Great Britain, Serbia, Italy, and USA, while pursuant to busi-
ness associations it concerned the missions of the Czech Republic in Italy, South
Africa, Colombia, Malaysia, Austria, Saudi Arabia, Senegal, Slovenia, USA, Thai-
land, and Uzbekistan. The business associations evaluated, in addition to the DPs,
the trade-economic activity of the MFA too. The results hinted that they perceived it
above-average in the area of communication and quality of the provided information
and missions abroad; or, as the case may be, average in the area of the level of export
projects, export seminars and projects of the development co-operation. Even if the
business associations did not label the trade-economic activity of the MFA as below-
average in any area, they highlighted considerable reserves on the level of projects of
the development co-operation.

In follow-up to the Arrangements between the MFA of the Czech Republic and MA
of the Czech Republic in Establishing and Operating Positions of Agricultural Dip-
lomats from November 2014,% in 2015 the first positions of agrarian diplomats were
staffed, namely in the PRC, Russia, Serbia with overlap of competencies to other ter-
ritories of Western Balkan and in Saudi Arabia with overlap of competencies to other
territories of the Arabian Peninsula. However, the last planned position in Ukraine was
not staffed due to instability. For the newly established positions, candidates were se-
lected with experience in the area of international trade, both from the level of the state
institutions and from the level of the private sector.?’ The main content of their activi-
ties was monitoring the market with agricultural and food products, representing the
interests of agricultural and food subjects operating in the CR, including sector non-
governmental organizations with respect to customers in the country of operation.®
Furthermore, it is expected that the agrarian diplomats will co-operate with institutions
in the country of operation in the elimination of hindrances in the trade with agricul-
tural and food products and that they will participate in the pro-export activities of the
MFA and the MA, such as international exhibitions, business missions, seminars etc.

Like with the MA, the MFA also strengthened the co-operation with the Office
of the Government of the Czech Republic, namely on the basis of The Memorandum
of Creation of Diplomatic Position for Science, Research and Innovations signed by
Minister of Foreign Affairs Lubomir Zaoralek and Deputy Prime Minister for the
Science, Research and Innovation Pavel Bélobradek in May 2015.% The content of

348



THE ECONOMIC DIMENSION OF THE CZECH FOREIGN POLICY

activity of the so-called scientific diplomats should become, according to the memo-
randum, the promotion of results of the Czech basic and applied research, ensuring
contacts between researchers, including support of exchange stays, and deepening of
co-operation between the private and academic sphere. Delana MikolaSova was sent
to Israel as the first scientific diplomat within the pilot project. The DP in the USA
also started to consider establishing this position.

Like in the previous years, the agenda of the sector ministries in 2015 did not lack
the traditional forms of support of VEV. The Ministry of Industry and Trade contrib-
uted to the support of VEV with its official participation in 30 foreign trade fairs and
exhibitions, in which altogether 218 exhibitors participated on behalf of the Czech Re-
public. In co-operation with the MIT, by means of the incoming missions, 15 domestic
trade fairs also took place with international participation, including the 57" annual
International Engineering Fair in Brno.*® Business missions accompanying the key
constitutional officials in their foreign trips were utilized very intensively too, with
the active organizational assistance of business associations, especially the Chamber
of Commerce of the Czech Republic (CC) and the Confederation of Industry of the
Czech Republic (CI).

The Ministry of Foreign Affairs realized 83 projects of economic diplomacy with
the total financial volume of 8.9 billion CZK.3! From the perspective of their number
and financial volume, it represents a year-to-year increase of 63% or, as the case may
be, by 97%.3? Furthermore, the MFA realized the regular annual Conference of eco-
nomic diplomats® and directors of foreign offices of CzechTrade with the attendance
of representatives of nearly 500 business subjects. As a partner, it also supported the
third annual Export Festival.**

In the activity of the MFA, in connection with the May foreign journey of minis-
ter Zaoralek to Kenya, Mozambique and Mauritius, an emphasis on searching for and
utilizing investment and export opportunities in Africa was growing newly. Already
in April, the MFA organized a seminar about investment opportunities in Guinea for
the Czech exporters in the attendance of the Governor of the Guinean Central Bank.?
It was thematically followed by the African Day in June,*® a seminar focused on the
export potential, risks and local conditions of the western and eastern regions of Sub-
Saharan Africa, and also by the December conference dedicated to financing the ex-
port opportunities in the region of Sub-Saharan Africa.?’

In connection with the conclusion of the agreement on limitation of the Iranian
nuclear programme achieved in July 2015 and the expected cancellation of the inter-
national sanctions imposed on Iran, an emphasis on export opportunities within this
territory was also increasing. Even before the September journey of minister Zaoralek
to the country, the objective of which was mainly to facilitate the development of bi-
lateral economic relations, a meeting of the Ministerial delegation with the accompa-
nying business group took place in the premises of the MFA .3

The foreign journey of minister Zaoralek to Iran was followed up by the December
conference about export opportunities in the country, in which the main economic sec-
tors were identified that had a potential for Czech exporters after releasing economic
sanctions, such as energetics, petrochemical, shipbuilding and aircraft industries.*
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THE ECONOMIC DIMENSION OF CZECH FOREIGN POLICY:
IDENTIFYING AND CHARACTERIZING KEY ACTORS

As for the position of the key actors of the support of VEV, several new trends ap-
peared already in 2014. In addition to strengthening the co-operation between the sec-
tor ministries, it concerned especially the proactive approach of the head of the state in
foreign journeys and also the renewal of the position of state agencies for the support
of VEV of the Czech Republic, CzechTrade and Czechlnvest, after overcoming the
efforts to merge them.*® On the contrary, insecurity prevailed with respect to the insti-
tutions for financing and insuring export established by the state — the Czech Export
Bank (CEB) and the Export Guarantee and Insurance Corporation (EGIC).

The proactive approach of President Milo§ Zeman in the area of support of VEV
also continued in 2015, when contrary to the previous year the emphasis on VEV was
intensified especially in his domestic activities. He focused a considerable part of his
speech at the 27" Assembly of the CC*' and in the meeting with the heads of DPs on
the topic of support of VEV.* In his speeches, M. Zeman presented the forms of co-
operation of the state and the business sphere in the area of support of VEV, appealed
to a greater role of economic diplomacy in the content of activities of DPs and pointed
out dilatoriness of the Czech investors in the co-operation with the state actors of sup-
port of VEV in enforcing claims in foreign territories. He paid special attention to the
support of VEV in relation to the PRC during the speech in the Chinese Investment
Forum 2015* and at the opportunity of the August opening of the Prague branch of
the Bank of China,* where he highlighted the importance of the development of mu-
tual economic co-operation between both countries to the Czech Republic.

The support of VEV during foreign journeys of M. Zeman to selected countries of
the Arabian Peninsula and to Azerbaijan was carried out in the usual way.* In Jordan,
President Zeman attended the Czech-Jordan Business Forum,* where he expressed
the necessity to stabilize the security situation in the country before starting the ac-
tivities of economic diplomacy, and he also signed the agreement on mutual energy
co-operation between both countries on behalf of the Czech Republic there.*” M. Ze-
man also attended a business seminar in UAE (territory of special interest), where
he and deputy Vladimir Bértl (MIT) discussed the opportunities of extension of mu-
tual trade co-operation.*® More specific results in the area of support of VEV resulted
from the foreign journey of the head of the state to Azerbaijan (territory of special in-
terest), where a declaration of strategic partnership between the Czech Republic and
Azerbaijan was signed as well as a memorandum on agricultural co-operation creat-
ing a framework for establishing contacts in the area of agricultural management and
scientific-technical research.* Zeman also attended the Czech-Azerbaijan Trade Fo-
rum, where he pointed out, together with the representatives of SP, to the interest and
potential of Czech business subjects with respect to trade co-operation in the techno-
logical area.*

In addition to the activities of the head of the state in the area of VEV, in 2015 the
proactive approach was also reflected in the activity of the CzechTrade Agency, which
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strived for the co-operation with the CC so that it could approach regional business
subjects with its export conferences and seminars in a better way.

It also established closer co-operation with the Association of Small and Medium-
Sized Enterprises and Crafts with the objective to realize The Manual for Exporter to-
gether.’! By the signature of the Memorandum on co-operation between CzechTrade
and FMV of VSE in Prague, which created the formal framework for sharing experts,
joint participation in symposia etc., it also strengthened its contacts with the academic
sphere.’ The news in the area of support of VEV from the side of CzechTrade was
the publication of eight export guides,*® which provide, in the published and on-line
forms, clear information about selected countries of interest from the perspective of
export, and the organization of the meeting with the most important clients.>* Strength-
ening the proactive support of VEV by the agency CzechTrade was also facilitated by
the extension of drawing the financial means from the EU project Joint Participation
in Specialized Exhibitions and Trade Fairs Abroad in 2013-2014 by the end of No-
vember 2015.% In 2015, the CzechInvest Agency strengthened its position despite the
accusation of the former management of fraud.*® It was facilitated especially by the
new concept,”’ pursuant to which the Czech Republic should get among the ten most
attractive countries of the EU for the investors within the three-year horizon. For this
purpose, the concept focused on the improvement of the service for investors, better
co-ordination of business activities, emphasis on utilization of research-development
capacities and deepening activities in foreign territories. For simpler achievement of
the concept, the administration of the EU funds®® was detached from the agency and
from 2016 it shall fall within the competencies of the new Agency for Business and In-
novations. Therefore, CzechInvest should be focused exclusively on mediating incen-
tives for investments in the Czech Republic in the future.*® In addition to the agencies
CzechTrade and Czechlnvest, in 2015 the position of the state institutions designed for
ensuring financing and insuring export activities, CEB and EGIC, was clarified. From
2011, repeated errors of the management in negotiating credit and insurance cases of
glass firms in Russia and Ukraine were occurring. In 2014, the situation resulted in the
raid of the anti-corruption police in the joint office of both institutions and then also
in the investigation due to a suspicion of corruption and unjustified drawing of state
subsidies. Logically, staff changes in the management of both institutions followed.*
Although both institutions announced further deepening of their current losses dur-
ing the year,® the management of both declared that they would not be compensated
from the state budget as in the previous years,” but from reserve funds and from sales
of loss-making liabilities in a tender. The stabilization of CEB and EGIC was also fa-
cilitated by the end of the police investigation, which had been initiated by the con-
trol investigation of the SAO from the period 2011-2014. The former managements
of CEB and EGIC were accused of the breaches of the obligations when administer-
ing another’s property and breaches of binding rules of economic contact.®* An ex-
tensive governmental debate about the optimum form and efficiency of the system of
export financing was also aimed at the preservation of both institutions and support of
their proactive approach in the area of VEV. At the end of the year, the Government
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of the Czech Republic decided to increase the capital of EGIC by 2.775 billion CZK
and about the planned increasing of the capital of CEB in 2016 by 1 billion CZK.%
The share ratios of individual ministries in CEB and EGIC were not changed by the
governmental decision; however, the Government of the Czech Republic strength-
ened its inspection over the activity of CEB and modified the system of participation
in coverage of the risk. Instead of the original 95% participation in coverage of risks
by EGIC and 5% participation by the financing bank, EGIC will newly enforce the
co-participation of the financing bank within 0—10% depending on the risk level of
the case. In 2015, EGIC recorded an increase of the number of concluded contracts
by the small and mid-sized enterprises and it insured the export cases with the total
value of 40.5 billion CZK; in compliance with the requirements for capital adequacy
and solvency, the basic capital of EGIC was also increased to 4.075 billlion CZK. In
2015, the support of VEV was also facilitated by the CEB by the conclusion of credit
and guarantee contracts at the total value of 4.04 billion CZK.%

THE ECONOMIC DIMENSION OF CZECH FOREIGN POLICY IN
PUBLIC AND MEDIA SPACE

Like in the previous years, the support of VEV enjoyed a considerable interest in the
public space even in 2015. The debates there were stirred up by key state institutions,
both by the news, with which they came during the year, and by the efforts to engage
the business sphere and its interest groups into the innovations of the system of sup-
port for export and investments. To a certain level, it was also facilitated by the initia-
tives from the EU — for example February visit of the Vice-Chairman of the European
Commission Jyrki Katainen in the Czech Republic focused on the presentation of the
Juncker investment package or consultations led with the involved state and non-state
subjects within the preparation of the new trade strategy.

A significant impulse in the debate about the support of VEV was also the first
evaluation of the system of economic diplomacy in co-operation of the Czech export-
ers. Many activities for increasing awareness about the support of VEV and populari-
zation were generated by the actual business sphere by means of its bodies — for ex-
ample CC, SP or territorially focused trade chambers. In addition to the state services
for the support of VEV, the topic of the geographic orientation of the Czech export
also resonated. The key issues included persisting hindrances and risks of business
plans in Russia and Ukraine, and also new business opportunities in the territories,
the potential of which had not been used by the Czech Republic in full yet — for ex-
ample in Iran or Cuba.

Last but not least, the debates were also enriched by the academic sphere and ex-
pert think tanks. Some conferences,® policy papers and increasingly also qualification
papers of students majoring in economics and politics were dedicated to the topic of
support of VEV. Although this sphere evaluated the movements in the system of sup-
port of VEV mainly positively, there were also some more critical voices highlight-
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ing the fact that a bigger emphasis on economic interests in the Czech foreign policy
was often in conflict with its recent value orientation, especially with the support of
human rights.*” Similar mentions concerning the devaluation of the value base of the
Czech foreign policy in connection with increasing efforts to open the doors to export-
ers and to attract investors were also coming from the civil sector. It is evident for ex-
ample due to the petition Leave, Mr. President, which was handed over to the Senate
of the Parliament of the Czech Republic with more than 11,000 signatures together
with the request for bringing an action against the president for repeated violations of
the Constitution of the Czech Republic.®®

In mass media, huge attention was paid in 2015 especially to the presentation of
regular events, for example exhibitions, trade fairs, business forums etc., opportunities
and threats in individual export territories and finally to specific examples of success-
ful or problematic trade cases realized by the Czech exporters abroad. Furthermore,
the media covered presentations of the news in a fairly broad range, which were an-
nounced during the year by individual actors of the support of VEV. Contrary to the
past, the polarization of attitudes to the activities of the state in this area was softened
visibly and many more pieces of news dedicated to this issue were positive. The res-
onating topics included bigger satisfaction of the Czech exporters with services pro-
vided by the state, increasing funds for projects of economic diplomacy, better utili-
zation of presentation events and growing number of trade cases, during which they
assist the business subjects.®® However, the criticism was not silenced fully either. It
was voiced especially from the ranks of supporters of the liberal model of economic
diplomacy, who considered directed support of exporters an item deforming the com-
petition. Clean-cut attitudes appeared in relation to some specific issues — for example
the TTIP and TiSA agreements.

The proactive offensive approach of President Zeman appeared controversial
again. In his case, media highlighted the inclusion of problematic people in the busi-
ness accompanying group. Especially the journey to Kazakhstan and Tajikistan at the
end of 2014 was discussed, which was attended by Petr Bernatik, executive director
of the arms corporation Imex Group, related to a series of uncontrolled explosions of
ammunition in the military warehouse at Vrbétice.”” Later on, media highlighted the
fact that the Castle stopped publishing the composition of the accompanying business
group under the weight of such criticism. The fact was not accepted positively either
that the representatives of priority economic fields were not invited to Zeman’s visit
to the PRC. Instead of them, a narrow group of sports representatives and representa-
tives of sports groups of special interest travelled with the president.”! Especially the
criticism of Islam gained ground from the president’s statements in connection with
the support of VEV. According to some foreign news webs, it generated a series of
negative responses in Saudi Arabia in June 2015 and it should also lead to considera-
tions about the cancellation of the prepared Czech-Saudi Trade Forum and limitation
of the trade contacts of Saudi Arabia with the Czech Republic.”
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CONCLUSIONS

In 2015 in the area of support of VEV, like in the previous year, the tendency to depo-
liticizing and depolarizing prevailed in general, which enabled further development
of its institutional base and the tool mix. However, it cannot be claimed unambigu-
ously yet that the settlement of the institutional set-up of the support of VEV is final.
The favourable situation in the last years was greatly facilitated by the distribution of
power in the Czech political scene. It remains a question if the remaining part of the
election period can see an adequate strengthening of the system so as to reduce sen-
sitiveness to the changes of the political class, which belonged to the most prominent
weaknesses. The key factor will probably be the depth of stabilization (or, as the case
may be, depolarization) of relations between the MFA and the MIT. Till now, it has
reached the contractual framework of mutual relations and set-up of the organizational
apparatus; however, the items of rivalry have prevailed in a part of the staff apparatus
both in the headquarters and within the foreign network.

Another critical aspect will probably be the set-up of priorities of the whole sys-
tem. A shift from territorial opportunities to sectoral ones has not been accepted un-
ambiguously these days. Furthermore, sufficient attention is not paid yet to the added
value realized in the territory of the Czech Republic with the incorporation of inter-
national economic relations or, as the case may be, to the required shifts in global and
regional value chains. A certain deficit also persists in the relation of the Czech Repub-
lic to the EU. The Government of the Czech Republic offensively faces many issues
from the area of support of VEV, the solution of which is within the competence of
community bodies, and it aims its activity at furthering the interests of the Czech Re-
public. It utilizes the co-operation with other member countries for the same purpose.
However, the potential remains without utilization, which could be offered especially
in a longer time horizon, by mediating or increasing activity in furthering interests of
the EU as a whole. Another limit is the non-active approach in some cases or, as the
case may be, lack of interest of the business sphere, due to which the opportunities
resulting from the membership of the Czech Republic in the EU are not fully utilized.
In 2015, one of such examples was the approach to the EFSI.
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PART V: MULTILATERAL RELATIONS AND OTHER THEMATIC AREAS OF CZECH FOREIGN POLICY
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