Chapter 12
Latin America in the Czech Foreign
Policy

THE RETURN TO A GROWING TRADF!

Martin Hrabalek

Executive Summary: Latin America is a distant region. Its political affairs do not
play a really important role in the Czech foreign policy in general. The Czech in-
terest in the region is primarily economic, as a number of countries in the region
are already quite developed or on the way to becoming developed. The economic
ties with Latin America are growing steadily, as is the volume of trade between
the Czech Republic and countries in the region. Generally the Czech Republic
pursues a rather neutral foreign policy towards Latin American countries, and the
events there are unlikely to become subjects of politicization in the Czech Repub-
lic or to polarize the Czech political scene. Otherwise, on the part of the Czech
Republic, an economically more proactive policy toward Latin America could be
identified in 2017, with a growing perception of Latin America as an attractive
region for both trade and investments.

BACKGROUND AND POLITICAL CONTEXT

From the Czech point of view, Latin America is a faraway region over the Atlantic
Ocean that was never really much in the viewfinder of the Czech foreign policy. An
exception was the Czech critical position towards the human rights situation in Cuba,
but even that is a past event. At the same time if we look around the globe, Latin
America is a region that is historically and culturally close to Europe and, as such,
also to the Czech Republic, as noted in the Concept of the Czech Republic’s Foreign
Policy? from July 2015.

The Czech foreign policy goals in Latin America are mostly economic, as Latin
America is the most developed part of the developing world, with some of its coun-
tries, such as Chile and Uruguay, already being developed ones. This priority of econ-
omy over politics is also reflected in the Concept of Foreign Policy. Although the ex-
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ports to Latin America so far form only a small portion of the overall Czech exports,
the Czech economic presence in the region is steadily increasing from a long-term
perspective, especially in Mexico, which accounts for half of the overall Czech trade
in the region, and there are more and more Czech companies that are trying to enter
the region.

In the previous volumes of this book series the region was characterised by both
low politicisation and polarisation in regard to it on the part of the Czech Republic.
Both of these arguments are based on the fact that generally Latin American happen-
ings do not resonate on the Czech political scene much, if at all. Nor do they really
touch the Czech public. However, as for economic diplomacy the activities of the
Czech Republic in the region have been growing in recent years, with more business
missions following representatives of the Czech ministries there. This reflects the at-
tractiveness of the region for Czech industry and also the confidence that Latin Amer-
ica can play a larger role in Czech trade than it currently plays.

The main relevant trend in 2017 was a return to faster economic growth in the re-
gion, including the growth in Brazil, a giant economy that was in recession for more
than two years. As for politics, the level of democracy was decreasing a bit in a num-
ber of countries in the region, according to the Economist Intelligence Unit’s Democ-
racy Index,* with Venezuela falling under the category of autocratic regimes due to
the actions taken by the government of Nicolas Maduro.

AGENDA AND EVENTS

Mutual Meetings of Czech and Latin American Politicians

The year 2017 was the last year of the first five-year term of the Czech President Milo$
Zeman. As such, it was supposed to be the year of Zeman’s long planned trip to Latin
America. The trip was to cover three countries — Colombia, Costa Rica and Mexico,
according to the information that the President’s Office provided in January 2017.*
Although the trip was almost a done deal, in the end President Zeman did not fly to
Latin America. A partial reason for why he did not visit the Latin American countries
was the fact that he decided to run in the 2018 presidential elections for a second term.
Mr. Zeman won the elections in January 2018, but his visit to Latin America during
his second term remains a bit unlikely, as the trip has been repeatedly postponed for
several years already.

There was supposed to be an EU-CELAC bi-regional summit in October 2017,
where the Czech Prime Minister would meet with his counterparts from Latin Amer-
ican countries. However, in 2017 the summit was called off, as a number of Latin
American countries asked to postpone the meeting to spring 2018. The reason was
the internal division of Latin American states on the political problems in Venezuela,
more specifically on the installment of the Constituent Assembly,’ a puppet parlia-
ment of the Venezuelan president Nicolds Maduro. Eleven Latin American states and
Canada signed the Lima Declaration condemning “the rupture of Venezuela's demo-
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cratic order” S while some others, such as Cuba or Nicaragua, maintain their support
of Maduro’s regime.

In February 2017, the Minister of Health of the Czech Republic Miloslav Ludvik
became the first Czech minister in twenty-one years to visit Cuba.’” His visit was a sign
of overall better relations between the Czech Republic and the island. Mr. Ludvik was
accompanied by representatives of the Czech healthcare business, including, for ex-
ample, the company Linet, which is interested in reconstructing Cuban hospitals with
deliveries of hospital beds.?

After more than 20 years with no ministerial visit to Cuba there were three in 2017,
as the February visit of Minister Ludvik was followed by a visit of the Minister of
Agriculture Marian Jure¢ka in March and an October visit of the Minister of Industry
and Trade Jifi Havlicek. Minister Jurecka went to Cuba during its largest agricultural
fair FIAGROP 2017. One of his main goals was to follow up on the very strong po-
sition of the Czech Republic as a large provider of agricultural machinery to Cuba in
the socialist times.” Furthermore, Minister Havli¢ek went to Havana during another
fair — in this case FIHAV,' one of the largest multi-sector fairs in Latin America and
the Caribbean. He was accompanied by the head of the Confederation of Industry of
the Czech Republic Jifi Handcek and a group of twenty representatives of Czech com-
panies. The Minister said that there were “already existing contacts there and that
Czech companies have a good reputation from the past, which creates a good capital
for a further development of Czech-Cuban economic relations”."

In May 2017, the Minister of Security of the Argentinean Republic Patricia Bull-
rich visited the Czech Republic. She met with representatives of the Ministry of Inte-
rior of the Czech Republic. The main topic of the talks was internal security and or-
ganised crime, including anti-drug policies. '

In 2017, there was also one high level parliamentary delegation to a Latin Amer-
ican country — the trip of the President of the Senate Milan Stéch to Chile in Janu-
ary 2017. Mr. Stéch was accompanied by a group of senators, business people and
other types of colleagues and met with, for example, the President of the Chilean Na-
tional Congress Ricardo Lagos and the Chilean Minister of Foreign Affairs Henrique
Munoz. There were also three business forums held during the trip to boost the mu-
tual economic relations."

Furthermore, there was one high-level visit from Latin America to the Czech Re-
public — the delegation of the President of the Argentinean Congress Emilio Monzo.
Mr. Monz6 met with the Speaker of the Chamber of Deputies Jan Hamacek and they
discussed several issues, including the Czech compatriots in Argentina, as there is
a large community of Czech origin there, concentrated mostly in the Chaco region.
Another topic was the expected Argentinean seat in the OECD, as the Czech Repub-
lic welcomes the interest of Argentina in becoming an OECD member. Mr. Monz6
also spoke of the necessity to accelerate the negotiations of the EU-MERCOSUR free
trade area.'

As for parliamentary committee delegations there were two in 2017. In June 2017,
there was a delegation led by the Deputy-Chairman of the Committee on Foreign Af-
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fairs of the Chamber of Deputies Pavel Sramek to Argentina. The group met with
representatives of the Argentinean Ministry of Foreign Affairs, and visited the Czech
House in Buenos Aires and the Argentinean Chamber of Commerce.'* Then in De-
cember 2017 a delegation of the Committee on National Economy, Agriculture and
Transport of the Czech Senate visited two countries — Colombia and Costa Rica. In
Colombia the delegation visited the Ministry of Foreign Affairs, the Ministry of In-
dustry and Trade, the Ministry of Agriculture and the Ministry of Transport, and then
took part in the opening of the Czech pavilion in the Expodefensa fair in Bogota.!¢ In
Costa Rica the delegation had meetings with representatives of the Ministry of For-
eign Affairs, the Legislative Assembly and the Industrial Chamber."”

Apart from the above-mentioned contacts there was a number of trips to the region
of Latin America at the level of Deputy Ministers. These included, for example, the
visit of the Deputy Minister of Defence Tomas Kuchta to the LAAD military fair in
Rio de Janeiro in April. There is already a successful co-operation between the Czech
company Aero Vodochody and the Brazilian company Embraer on the production of
CZK 390 military transport aircraft, and the Czech Republic is seeking opportunities
for further co-operation in the military field.'® A second Ministry of Defence trip to
Latin America was the visit of the Deputy Minister Jakub Landovsky to Mexico and
Colombia in June, where he discussed a possible military and technological co-opera-
tion'" and was accompanied by representatives of Czech companies. The Deputy Min-
ister of Environment Vladimir Mana went to Latin America twice in 2017. In June,
he visited Peru, where he discussed topics of water management, natural disaster pre-
vention and waste management, topics in which the Czech Republic has a strong ex-
pertise; a number of Czech subjects also already have experiences with Peru itself in
these areas.” Then in November, he led a technological mission to Chile composed
of Czech scientists and business people. The aim of the mission was a technical-sci-
entific co-operation in the mining industry area.?!

Czech-Cuban Relations: Finally Solving the Debt Problem?

In the last few years, the Czech Republic was less concerned with the human rights
problems on the island and basically followed the more open EU foreign policy in re-
gard to Cuba. This warming of relations between Cuba and the European Union cul-
minated in the signing of the EU-Cuba Political Dialogue and Co-operation Agree-
ment on 12 December 2016. The Agreement was ratified in the Czech Republic during
2017 and the Czech Minister of Foreign Affairs Lubomir Zaordlek commented that
the Cuban side might perceive the Czech ratification positively and that the ratifica-
tion could lead to better relations between the Czech Republic and Cuba.?? However,
the Czech MEP Pavel Telicka, himself highly critical of the agreement, noted that he
never heard from Minister Zaoralek what the actual official policy towards Cuba was
and that he could witness a recent departure of the Czech foreign policy from the hu-
man rights-line that was formerly present in it.>* But apart from this statement the rat-
ification process did not attract much attention on the Czech political scene, showing
that Cuban human rights issues currently do not resonate among Czechs in the same
way they used to.
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With human rights not being a top priority in the relations towards Cuba, currently
two outstanding issues in the relations are the Cuban debt to the Czech Republic and
the above-mentioned possible economic co-operation. According to the Annual Re-
port on the State and Development of Foreign Debt for 2017, Cuba is by far the Czech
Republic’s biggest debtor, with a debt of more than CZK 7 billion.?* The talks about
possible solutions to the Cuban debt were restarted in 2015 and are still ongoing. In
December 2016 the Cuban side proposed to pay off a part of the debt in rum® and
then followed this with an offer to repay the debt in medicaments, particularly with
Heberprot-P, which is used in the treatment of patients with diabetes.? These propos-
als were rejected by the Czech side, and in 2017 there were two more rounds of ne-
gotiations regarding this matter.

During the 2017 talks the situation has moved forward as Cuba agreed to repay
the principal of the debt that was incurred in euros, while the interests on the principal
would be repaid in goods. What remains problematic is the part of the debt in convert-
ible rubles (XTR), as in regard to it, Cuba did not agree to any payments, nor did it
agree with the possibility of establishing a Czech-Cuban fund that would contribute
to the development of Czech-Cuban relations, as was proposed by the Czech side.”

The Czech Republic and the Impact of the Crisis in Venezuela

The Czech position towards Venezuela’s deep political crisis is mostly shaped within
the framework of the Common Foreign and Security Policy of the European Union.
Because of this, the most important steps in regard to it were taken in November 2017,
when the Foreign Affairs Council adopted sanctions towards the country, thus follow-
ing the US’s lead, as it put even tougher sanctions into practice against Venezuela in
August 2017.2 The Council heavily criticised the country’s non-transparent and irreg-
ular gubernatorial elections held in October and agreed on sanctions against it, includ-
ing an arms embargo plus targeted sanctions on the top government officials respon-
sible for the violations of human rights and disrespect for democracy in the country.”
These targeted sanctions consist of asset freezing and travel bans.

The year 2017 also brought a new issue into the Czech relation to the Venezuelan
internal crisis — a possible relocation of Venezuelan nationals of Czech origin into the
Czech Republic. There are around five hundred people of Czech origin in Venezu-
ela,*® with the vast majority of them residing in the Venezuelan capital city Caracas.
Czechs started coming to Venezuela in the 1930s and kept on moving there until re-
cently. Thus currently the Czech diaspora contains several generations of Czech emi-
grants, whose mutual relations are fostered by the existence of the Venezuelan-Czech
Association that was established in the 1990s.?"!

As both the economic and the political crisis in Venezuela already lasted a long
time and tend to deepen rather than moving toward a solution, many of the Czech Ven-
ezuelans started to think about using the relocation program provided by the Czech
Republic. In the second half of 2017 a few of the Czech Venezuelans approached the
Czech Ministry of Foreign Affairs through the Czech embassy in Havana, as the Czech
embassy in Caracas was closed in 2011.3 For the purpose of helping the compatriots
the Czech government planned to use a special resettlement program that was estab-
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lished under the Ministry of Interior in 2015 and was formerly used for the resettle-
ment of Czech Ukrainians from Ukraine.*

The Czech Republic and Its Economic Relations with Latin America

Latin America officially receives around one percent of the overall Czech exports, and
even though this number is probably significantly higher in reality as a large part of
the Czech exports reaches Latin America through other European countries,* it still
remains a rather marginal market for Czech foreign trade. But in a long-term perspec-
tive the trade with Latin America is growing steadily, and it reached an all time high
in 2017 with a total turnaround of USD 3.071 million.** The balance of trade between
the Czech Republic and Latin America is marginally positive, with a USD 7 million
surplus in 2017.%

The Czech exports to Latin America increased by approximately 10% between
2016 and 2017. The main reasons for this growth were the overall very good economic
conditions in the Czech Republic and the recovery of the Latin American states, whose
growth began to strengthen after the quite poor results in 2016. The biggest share of
the Czech exports to the region is constituted by automobiles and automotive parts,
subcontracts for large energetic projects and machinery.

Mexico is by far the largest trade partner of the Czech Republic in Latin America.
More than half of the overall Czech exports to Latin America go to Mexico, and its
position within the Czech trade with Latin America is still strengthening. Automobiles
and automotive parts are particularly strong products in the trade, as they constitute
around one half of the overall Czech exports to the country. Therefore the Czech Re-
public is currently following the steps of the US government under President Donald
Trump towards the North American Free Trade Area (NAFTA), as a part of the Czech
exports to Mexico actually ends up on the US market. President Trump is a heavy
critic of NAFTA and he actually forced other countries to start a re-negotiation pro-
cess in regard to it in 2017.%7

The impact of President’s Trump’s push on NAFTA could be also seen in the re-
negotiation process of the FTA deal between the European Union and Mexico, which
would also have an effect on the Czech trade with Mexico. With the original deal
signed in 1996, the re-negotiation process started in 2016 and was accelerated after
the election of Donald Trump in the United States and his threats to withdraw from
NAFTA.*® Even though the new deal was not finished in 2017, it was very close to be-
ing finalised® and a political agreement on it could be expected to be reached in early
2018. The new deal goes significantly further in trade liberalisation than the current
one, as it includes the abolishment of virtually all tariffs, opens doors for bids on gov-
ernment contracts abroad and covers labor and environmental standards.* The Czech
Republic is highly supportive of the renegotiation as Mexico is its prominent partner
in the region, as stated above.

Moreover, the Czech government is a strong supporter of a free trade area be-
tween the EU and MERCOSUR, but the outcome of the talks is dependent on find-
ing an agreement between the EU countries, as the trade policy belongs to EU com-
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petences. MERCOSUR is a political-economic integration project in South America
that currently consists of Argentina, Brazil, Paraguay and Uruguay, as the member-
ship of Venezuela was suspended in late 2016 with the activation of the democratic
clause. The trade talks between the EU and MERCOSUR started in 1999; they con-
tinued until they were frozen in 2004, and then they restarted in 2009. Since then the
blocks were unable to find a common accord on some of the topics, with agriculture
being the most problematic part of the deal.

Although there were some positive signs in the talks in 2017, the deal was not
concluded by the end of the year. The main remaining issue is the quota on beef and
ethanol coming from MERCOSUR to the EU. The EU offer for limit of beef from
MERCOSUR was 70,000 tonnes in late 2017, which was considered inadequate by
the MERCOSUR countries as the corresponding offer in 2004 was significantly higher
— 100,000 tonnes.*' The main problem on the European side is the positions of Ireland
and France, both of whom are pushing for more restrictive quotas on agricultural prod-
ucts. Their position is shared by Belgium, Romania and Slovenia.*

The fact that the agreement was not finished is certainly a disappointment, as in
2017 the overall political setting was the best in years. Both Argentina and Brazil have
relatively pro-market governments (led by Mauricio Macri and Michel Temer, respec-
tively). Their attitude would thus differ from the two countries’ previous governments,
which were rather protective.* Reflecting on this the EU trade chief Cecilia Malm-
strom said, after the EU trade ministers met in Brussels in November 2017, that there
was “a window of opportunity which doesn 't go far beyond [the] New Year”* thus
pointing to the fact that in Brazil there would be presidential elections in the second
half of 2018 that could change the momentum again.

The most prospective part of Latin America in terms of mutual trade is currently
the Pacific Alliance. The four states that form this integrated group — Mexico, Colom-
bia, Peru and Chile — had significantly faster growth than the MERCOSUR countries
in the previous years. Although their economy slowed down in 2017 and the growth
of their GDP by 2% was the slowest in the last eight years, according to projections
they should return to a stronger growth in 2018.* The two groups’ different economic
dynamics, together with the much easier access to the Pacific Alliance markets and
the difficult and protectionist nature of the Brazilian market,* leads to much different
developments in the Czech Republic’s mutual trade with the Pacific Alliance, and its
trade with MERCOSUR. While the trade turnaround with the Pacific Alliance coun-
tries grew steadily over the last years, the turnaround with the MERCOSUR countries
fell since 2011, and only in 2017 did it start to recover, as seen in Graph 1.

One other reason for the rapid increase of the trade with the Pacific Alli-
ance countries is the functioning of the Czech-Pacific Alliance Chamber of Com-
merce. This organisation, established in 2016, has so far been quite active in pro-
viding information on the region and co-operating with Czech governmental
bodies on the promotion of the Pacific Alliance countries as good trade partners.
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Graph 1:
The Czech trade with the Pacific Alliance and MERCOSUR
(turnaround, thousands of USD)*
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Source: Ministry of Industry and Trade (2017) Priority pro zemé Tichomorské aliance [Priorities for
the Pacific Alliance Countries].

IDENTIFICATION AND CHARACTERISTICS OF KEY ACTORS

The most important Czech actor in relation to Latin America is the Ministry of For-
eign Affairs. Inside the Ministry the responsible department for Latin America is the
Americas Department with the Latin American Unit within it. There are currently
seven Czech embassies in the region — in Argentina, Brazil, Chile, Colombia, Cuba,
Mexico and Peru. In previous years there were certain changes as regards the Czech
representation in the region — e.g. the reestablishment of the embassy in Colombia and
the sending of Ambassador Vladimir Eisenbruck to Cuba in September 2016, where
he was the first Czech ambassador in 27 years. No such structural changes happened
in 2017, and there was no changing of the ambassadors in the embassies in the re-
gion either.
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As for economic diplomacy in regard to Latin America, the Ministry of Foreign
Affairs works in co-operation with the Ministry of Industry and Trade — with the
Americas Unit within the Foreign Trade Section being the most important player in
the Ministry in this respect. The offices of CzechTrade that are present in the largest
Latin American markets also play an important role for the exports of Czech com-
panies.

Joint commercial chambers also play an important role in the trade relations be-
tween Czech and Latin American business. There are a number of them in the region
— for example, the Czech-Brazilian, Czech-Argentinean and Czech-Cuban joint com-
mercial chambers. Currently the most active one is the Czech-Pacific Alliance Cham-
ber of Commerce, which has only been established in 2016 but already participated
in quite a few events.

Speaking about the politics involved, the European Union plays an important role
in Czech stances towards “problematic” Latin American countries. Formerly it had an
impact on the Czech position towards Cuba; currently it serves as a platform where
the member states are forging their common position toward the collapse of Venezu-
elan democracy.

MEDIA AND PUBLIC SPACE

Latin America is usually not covered much in the Czech media, as the region is dis-
tant and rather on the edge of the interest of the Czech public. Nevertheless, in the last
few years there has been a rather constant coverage of the Venezuelan internal crisis.
Venezuela did make it to the headlines in 2017 as the crisis escalated with a total ero-
sion of democratic values under President Nicolds Maduro’s autocratic rule. Accord-
ing to the Economist Intelligence Unit’s Democracy Index, the democracy rating of
the country fell from 5.00 in 2015 to 3.89 in 2017, with only Cuba performing worse
in regard to democracy in Latin America.*

The Czech media covered both the political and the economic problems in Venezu-
ela. In terms of politics, the Czech media referred on the establishment of the Constit-
uent Assembly,® a body created by Maduro to transfer competences from the regular
parliament to an institution that he would be controlling.*® As for Venezuela’s eco-
nomic problems, the Czech media covered the worsening situation of the inflation in
the country,’! as well as the debt problems** and the problems of the oil sector.™

Another Latin American topic that resonates in the Czech media is a long-term one
— the continuation of the political crisis in Brazil, which is strongly connected to the
overall high level of corruption there. The Czech media reported on the problems of
the Brazilian president Michel Temer, who was accused of corruption and could thus
have been the second Brazilian president in a row to be impeached.>* Brazilian law-
makers rejected the corruption case in a Congress vote, however, thus enabling Mr.
Temer to continue ruling the country.
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CONCLUSION AND RECOMMENDATIONS

Latin America is unlikely to become an important region for Czech foreign policy.
None of the political problems in the region really resonate in the Czech politics, as
the region is quite distant. Regarding political issues the position of the region in the
Czech foreign policy did not change much, and not even the deep political crisis ac-
companied by an erosion of democratic institutions and values in Venezuela attracted
much attention from the Czech politicians or the Czech public. This explains why the
events happening in the Latin American region do not have the ability to polarise the
Czech political scene: they are perceived as insignificant for the country. The Czech
Republic would thus pick a rather neutral foreign policy in regard to the region.

The Czech interest in the region is thus truly mostly economic. From a trade point
of view the region is certainly interesting and the turnaround of the total trade in-
creased again after a certain drop in 2016, with 2017 being historically the most suc-
cessful year in this respect. The prospects of further growth of the mutual trade are
good at the moment, as it seems that the region has recovered from its slower growth,
and most of it countries will likely grow more in 2018, including Brazil, which finally
recovered from the economic crisis. As regards the economic foreign policy, we could
evaluate it as slightly proactive with a growing perception of the region as attractive
for trade and investments.

The current trends show that the Czech Republic should concentrate more
on the trade with the Pacific Alliance countries. The economic dynamics of
these countries are good and they are generally more open to business and ecas-
ier to do business in than some other Latin American countries. At the same time
the Czech Republic should maintain its position of support for the EU-MERCO-
SUR free trade area, as this FTA could actually bring a new impetus to the rather
stagnating trade between the Czech Republic and the MERCOSUR countries.
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