%P |

Ministry of Foreign Affairs of the Section of Non-European Countries, Economic and
Czech Republic Development Cooperation

System of Promotion of Export and
Economic Diplomacy

Martin Tlapa
May 2019, Prague



Economic Diplomacy



«

Economic situation of the Czech Republic

Position of the Czech Republic in the world economy

)

A small open economy dependent on export — the main factor of growth; together
with stable consumption and domestic demand Territorial dependence on the EU
internal market

Sectoral dependence on the automotive industry
Our economy is more open than Germany by approx. 10%

Czech share of world ex%ort exceeded 1 % in 2017, with a
share of only 0,14 % in the world population

In 2018, Czech exports have exceeded 4.2 trillion CZK (162
billions EUR)

BUT: low position of the Czech Republic in the global value chain — we need to
increase the added value of exports, the share of services and export profitability.
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«

Changes in the economy and international trade

» Challenges to international trade

)
)

)

the potential of "close" export markets (territorial, sectoral) - where to go?
economy reaching its capacities = exports are hitting the ceiling behind the
current economic and external relations structures

risks - import tariff increases, export restrictions, administrative barriers,
disadvantages of imported goods, discrimination in access to public procurement

> Influence on the Czech Republic

)
)

)

growth in world foreign trade is slower than world GDP growth

the development of the economy is more influenced by the changes taking place in
other countries

the smaller the country, the greater the influence on its development have changes
in external conditions

Y How to succed in the world? Vision 2020+

)

?
?
)

Demand — what is demanded in the world?

Offering complex solution - Czech "integrators® in foreign markets
Sharing experience and supporting points

Straightening links - investments and direct relationships with foreign
partners



Actors of Economic Diplomacy
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State

Introduction of an allocation
system for foreign currencies
(valid until 1990)

1947
Czechoslovakia signed the General 1948

Agreement on Tariffs and Trade  State foreign 1969
(GATT)  trade monopoly Act of the Czech National
Council on the establishment
of ministries and other
1946 1949 central state administration
Export Institute Accession Council for Mutual Economic authorities of the
of Czechoslovakia established of Czechoslovakia Assistance (COMECON) established Czechoslovak Socialist
Export Institute of Czechoslovakia jointly to the International - Republic 1987
set up by the Ministry of Foreign Affairs, Monetary Fund the first Five-Year Plan announced focusing Adoption of the Single
the Ministry of Industry and Trade and (suspended 1954 - 1990) on heavy industry development at the expense European Act for
the Chamber of Commerce. The Institute of consumer industry the completion of
maintained a humber of offices worldwide, the Single Market
from the USA to the Asian countries, which 1950
directly arranged export for Czechoslovak Exports consist mainly of machinery,
companies. textiles, and raw materials
1934 1945 1950 1960 1970 1980 1989
S o eSS
° 1945 1950 1964 1985 1989
u Sl n e ss The beginning of Separation of production Production of Skeda 100 companies authorised machinery and means of
nationalization from foreign trade 1000 MB cars begins to trade abroad (Organizations transport account for 12 % of
of Foreign Trade rts of developed countri
1946 1949 1959 oreign Trade) exports of developed countries
Production of Zetor 25 tractors 52 % of foreign trade Production of Tatra 1973 1988
begins, of those 97 000 exported with capitalist states trucks 138 begins Production of Jawa 350/634 31 % of foreign trade with capitalist
1948 = x : motorcycles begins, of those 800 states, trade turnover with West
28 % of foreign trade with 000 sold (85% in the Soviet Union) Germany at 9 % and at 17 % with the

First foreign trade enterprises
emerge (e.g. Kovo and Metalimex)

capitalist states European Economic Community (EEC)

1986
less than 40 Organizations of Foreign

Trade provide exports according to
commodity specialization
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State

1991
Internal convertibility of CZK

1992

First state institution of export

2002

Euro introduced
in the Euro area

2009

support - EGAP established

of Foreign Trade

The end of the Federal Ministry

2004

Accession to the EU

introduced and to the European
1995 Single Market
Czech Export Bank
1990 established

state monopoly of foreign trade ends and transformation of
central planned economy to market economy begins

Three devaluations and the official exchange rate of

CZK to USD at 14.30 (January 1989) drops to 28 CZK per USD
(December 1990)

1997

CzechTrade established

Abolishment of the fluctuation band
allows devaluation of CZK by 10%

1990

Business

1990

Export volume is
CZK 214 billion
(USD 9.4 billion)

1996

Negative trade balance
was CZK -153 billien
(USD 6.74)

1998
Foreign investment
incentives were introduced

2013

2000 2010

2000 2008

Negative trade 18,000 exporters who
balance CZK - export in value CZK 2.5 trillion
120 billion (USD 0.11 trillion)

(USD 5.3 billion)
2005

The trade balance is positive for the first
time since the Velvet Revolution

1999

The biggest exporters are SKODA AUTO
a.s., METALIMEX a.s. Czech Airlines a.s.,
Barum Continental spol. s.r.o. and

OKD, a.s.

2010

The Treaty of Lisbon incorporates foreign
investment and services into the
EU's common trade policy

2017
Termination of foreign
exchange interventions

Initiation of foreign
exchange interventions

2020

?

2017

The value of exports exceeded CZK 4 trillion (USD 0.17 trillion),
which is more than four times the value in 1999

58% of the total trade turnover is formed with members of the
Euro area (19), exports to the Eurc area account for 65% of total
Czech exports

57 % of Czech exports account for machines
and means of transport

The biggest exporters are SKODA AUTO a.s., FOXCONN

CZ s.ro., Panasonic AVC Network Czech, s.ro., Barum

Continental spol. s .o. a MORAVIA STEEL a.s.
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« Key Actors of External Economic Relations Support System

MINISTRIES

INSURANCE AND
FINANCIAL
INSTITUTIONS

SUBSIDIARY
ORGANIZATIONS

NON-
GOVERNMENTAL

INSTITUTIONS,
CHAMBERS,
BUSINESS ASSOC.

Embassies

EGAP

CzechTrade

Foreign

offices

Regional

offices

CEB

Foreign

offices

Regional

offices

Competence Act

Czech
Centers Development

Agency

Czech Foreign
Centers offices
abroad

Only the
competencies of
the MFA and the
MIT are defined
by the
Competence Act.

The involvement
of other ministries
is primarily based
on individual
framework
arrangements.

The involvement
of non-
governmental
institutions is not
officially
established.

Mutual
cooperation of
individual subjects

is not fully
established.



Unified Foreign Network



Foreign Unified Network

embassies and
CzechTrade

covers 93 countries from USA to
Japan

total of 159 foreign offices
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Representative offices / Embassies

each embassy has economic » Expert economic local staff

agenda
section size by country

sometimes combined with
development agenda

if CzechTrade office —

division of agenda

> CzechTrade — B2B
> Office / embassy — B2G

embassies are
comprehensively evaluated
annualy

>

strengthening of selected RO with
economic local power - new since
2017

necessary economic expertise and
knowledge of the local business
environment

knowledge of companies

help with analyzes, addressing
partners and companies, planning
of economic events

local language — e.g. China, Africa

total of 60 expert economic local
staff

effort to extend the system of
expert local staff from 2019
onwards

|12



Tools of Economic Diplomacy



Tools of Economic Diplomacy

Economic
Diplomacy
Projects

Services for
Exporters

. . . Unified forlfign
incoming an networ
outgoing involvement 1 Representation Foreign
missions, of ministries 582?1}110;1 Client Center ffﬁces and Development
falI'S,. 1n a common g for Export foreign offices Cooperatlon
presentations, fund CzechTrade and CDA
seminars and
CzechlInvest




Information for Exporters
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Tools of Economic Diplomacy

Current information
for our exporters

Social
Networks of
Economic
Diplomacy of
the Czech
Republic -
Facebook,
Twitter,
LinkedIn

Map of global
business
opportunities

Marketing of
work of our
embassies

Seminars and
meetings for
exporters

Meetings with

Territorial .
€Iritoria economic

seminars at
the MFA and
in the regions

Joint Export
House at MSV
Brno

diplomats and
new
ambassadors

| 16
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An unique way to find sectoral opportunities for Czech exporters at foreign markets

Positive feedback from the private sector and business associations

Shift from territorial to sectorial

Annual actualizations

Looking for new trends

Identification of new opportunities with focus on non-European countries

Searchable by both territorial and sectorial key words

@ BusinessInfo.cz
Oficiélni portdl pro podnikani a export

ﬂ Faze podnikanl Dang, utetnictvi Dotace, financovanl | Zahranitnl obched  Legislativa, pravo

Zahraniéni obchod

> Zpravodajstvi pro export

> TeritoridIni informace -
zemé

> Statni podpora exportu

> Mapa oborovych
piilezitosti

> Exportni pfilezitosti
> Podnikini v EU

» Spoleéna obch. politika
EU

> Nestdtni podpora exportu

3 Pravni prostiedia
regulace

> Manual exportéra

> Statistiky zahraniéniho
obchodu

» Rozvojova spoluprice

> Piibéhy spésnych
exportérd

Hiedany vyraz

Hledat

Realizétorem portalu
je agentura CzechTrade
+£> Roziifens hledéni

Podnikatelské:

prostredi e-astroje

Uvod > Zahraniéni obehod = Mapa oborovjch piileSitosti

Mapa oborovych pfilezitosti

Mapa ych prilezitosti pii i M2V ve ici s CzechTrade a MPO piinsi novy pohled na exportni piilezitosti pro deské
exportéry. Data je moné zobrazit na zakladé teritorialniho nebo oborového &lenéni s moznosti filtrace dle HS kédu.

Mapa globalni jch prilezitosti pr jje unikini ndstroj podpory 6 pros im hledani
&eského exportu. Je vysledkem analyzy, jejim cilem je identifikovat perspektivni moznosti uplatnéni €eskjch podnikil na zahranicnich trzich a pribliZit
tak 4inim exportérim prehled o konkrétnich piileZ vivazu do konkrétnich teritorii

Zaméiuje se pi piitems bere v tivahu exporini kapacitu na strané geského vyvozu a sirukturu a specifika
mistni ekonomiky. V&et oborii je zam&Feny na sektory, ve kterjch na cilovych trzich stabilné roste poptavka a v nich# v souéasné dobé neni piné vyusit
exportni potencial Ceské republiky.

$im na sektory s nevy

Vybér dle regionu azemé  Vibérdecboru | Vioér die HS kodu

2volte region:

Evropa, Asie, Afrika, Severni a Stfedni Amerika, Jizni Amerika, Australie

Map of Global Sectorial Opportunities

Mapa
globalnich
oborovych
prilezitosti
2018/2019
TERITORIALNI VYDANT

Available in printed form and

Mapa

globalnich
oborovych
prilezitosti
2018/2019

SEKTOROVE VYDAN{

interactively at the following address:

www.businessinfo.cz/mop

|17
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/// Territorial information

Teritorialni informace - zemé

> country guide step by step

Informace o podminkach pro podnikani a jedineéné, ovérené informace o exportnich
piilezitostech. Aktuality z teritoria, kontakty na zastoupeni CR, uziteéné internetové

> verified information from our odkazy, registry a databaze.
embassies Zvole kontinent

Evropa, Asie, Affika, Severni a Stfedni Amerika, JiZzni Amerika, Australie

> information about:
> territory
» foreign trade and investmets

> business cooperation with the

Czech Republic - v J
Jizni Amerika ;“tg

> key conditions for doing business r b
tariffs and market v,
customs and differences ma [Ndie

>  www.businessinfo.cz / nazevzeme Souhrnna teritorialni informace

Zpracovano a aktualizovano zastupitelskym Gfadem CR v Dilli (Indie) ke dni 20.09.2018

1. Zakladni charakteristika teritoria, ekonomicky 5. Mapa oborovych pfilezitosti - perspektivni
prehled poloZky €eského exportu

2. Zahrani¢ni obchod a investice 6. Zakladni podminky pro uplatnéni ¢eského zboZi

3. Vztahy zemé s EU na trhu

4. Obchodni a ekenomicka spoluprace s CR 7. Kontakty

wm Souhrnna teritoridlni informace (STI) Indie (416 kB)
@z Mapa globalnich oborovych prileZitosti - Indie (MZV) (127 kB)
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https://www.mzv.cz/mop

« Other Information Sources for Czech Exporters

MED

RUJEN 2017

MODERNI EKONOMICKA DIPLOMACIE Cisto1

> Business news from our embassies
at www.export.cz

> New magazine Modern
Economic Diplomacy (MED =
,Honey" in Czech)

> Social media (FaceBook, LinkedIn,
Twitter)

> Web page www.export.cz —
digitalized MED and business
news from our embassies

IND|CKY TRH

jrychlej
rostouc Ih: cbunnrm:c

|19



http://www.export.cz/
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«

Seminars and conferences

Territorial conferences and seminars in Prague and regions of the Czech Republic

> introducing current opportunities for Czech companies
> the possibility to consult with economic diplomats of the territory

Regional export conferences with the Czech Chamber of Commerce

> in regions of the Czech Republic and in Prague

> cooperation with the Czech Chamber of Commerce, EGAP, Czech Export Bank
and others

> Specific examples of the export case and the use of ED services

Presentation and marketing skills for exporters

Consultation with economic diplomats of embassies of the Czech Republic and
directors of CzechTrade foreign offices

> within a meeting of Economic Diplomats in Prague at the end of June
> apossibility to contact the entire network in one place

Meeting of representatives of companies and business associations with outgoing
ambassadors
> before the ambassadors * departure

| 20



Services for Exporters
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Overview of Export Services and Support Tools

Basic services and counseling

> Consultations and counseling
> Information Sources

Unified Foreign Network “s Services

> Assistance, surveys and organization of meetings

> Support with focus on foreign private entities, official
institutions and state-owned enterprises

Commercial policy and the internal market

> Removing obstacles and solving problems on the EU
and non-EU markets

> Other areas of support

Foreign events, missions and fairs

> B2B events in the Czech Republic - sourcing and
incoming

> Export seminars, conferences and education

| 22



“ Possibilities of using foreign network services through:

1. Client Center for Export
2. Regional Export Specialists
3. Embassies

4. Ministry of Foreign Affairs - Prague



«

Client Center for Export

One-Stop-Shop for exporters
MFA, MIT, and CzechTrade

Consultations of export and investment intentions

W W N

Services provided in more than 9o countries through the Unified Foreign
Network

Export specialist on a specific request available during the whole process
At disposal employees of MFA and CzechTrade

Possible consultations with deputy ministers of MFA and MIT

Joined CRM database SINPRO - all information about individual clients

More information at: www.businessinfo.cz/KCE

W WV N

52 centrum
|

klient

y

| 24


http://www.businessinfo.cz/KCE

«

Economic diplomacy at embassies

if embassies are without a specialized economic diplomats the agenda
is carried out by a representative of the ambassador

they are very limited in the war zones (Kabul, Damascus, Baghdad) and
in Pyongyang, the Vatican and Geneva

often linked to the development agenda

Sectoral diplomats:

> Agricultural specialists - Washington, Moscow, Beirut, Belgrade, Beijing, Riyadh
> R&D and sientific specialists - Washington, Tel Aviv

| 25
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Projects of Economic Diplomacy
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Projects of Economic Diplomacy - PROPED

one of the key instrumets of economic diplomacy

flexible sectoral presentations abroad

targeted actions to support Czech exports carried
out by embassies abroad

since 2017, joint financing and project preparation -
MFA, MIT, MA, MO, MRD, MI and the Office of the
Government

) joint financing and project realisation

> around 300 projects/year - website mzv.cz/proped

> budget 50 mil. CZK

TN

B
\ y
3

| 27


mzv.cz/proped

o

@ Projects of Economic Diplomacy

Y Flexible form

> Projects may take the form of seminars,
presentations, exhibitions and trade fairs,
conferences, business missions, investment
seminars, incoming missions, etc.

> Implemented primarily by Embassies and s el © R

Consulates of the Czech Republic, which submit r-d—
proposals for approval each year

> Honorary consul involvement

> Propose ideas to Embassies and Consulates

> Help with organization, contacts, meetings,
logistics

| 28



« PROPED

Number of Average budget per
Year Budget ) B ) Eetp
projects project
2014 5 mil. CZK 51 98K CZK
2015 11 mil. CZK 83 132K CZK
2016 20 mil. CZK 161 124K CZK
2017 51 mil. CZK 246 207 K CZK
2018 65 mil. CZK 275 236K CZK
=77 mil. CZK
2019 241 (first call)

(budget for 2019 + transfers
from 2018)

| 29



Foreign Development Aid
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Foreign Development Cooperation and Future Business

Opportunities

Development cooperation as an
investment in future
opportunities

Revision of the current system of
financing

Modern financial tools

> use of the European Sustainable
Development Fund - counter-
guarantees

Small local projects (SLP)

) Less than 500,000 CZK

> in synergy with perspective disciplines
> Czech products and services
Program Guarantee for Foreign
Development Aid

) starting in 2019

) state-backed guarantees for export
loans with development reach

» allocation 50 mil. CZK

Bilat.
projec
ts

Involvement of Czech companies in
the international system of
development cooperation and its
financing

|31
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«

PREPARATION

Feasibility Study Business Plan

Creation of a
business plan,
mapping of
opportunities,
finding a partner

Feasibility
study, follow-up
funding from
IFIs

All developing
countries
Max. CZK
250,000
1 year
50% coverage of
total costs

All developing
countries
Max. CZK

250,000
1 year
50% coverage of
total costs

Scheme of New B2B Program of Czech Development Agency

REALIZATION

Project Realization

Creation of
Business
Partnerships

All developing
countries
Max. CZK 5
million
Max. 3 years
50% coverage of

total costs

Project Documentation

Creation of
detailed
technical
solution,
preparation for
tender call

All developing
countries
Max. CZK 5
million
Max. 3 years
50% coverage of

total costs
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Sectorial Development Platforms

New tool of the Czech

Development Agency

( SPOJUJEME SILY, NA ROZVOJOVE
TRHY MIRIME SPOLECNE

Chcete se prosadit v zahranici? Co to zkusit spole¢né&?
Jako jeden tym dokazete nabidnout komplexni feseni.

Grant provided to a
platform - a group of private

actors (companies) e
f P 3 ﬁy
Strengthen capacity of non- '\/ 23
N £ N

state actors to contribute to

. . . @ - 15
complex solutions within i S~ e
the development S~ /\/j
cooperation PUNS

SEKTOROVE ROZVOJOVE M
PLATFORMY
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Evaluation of Economic
Diplomats
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2) Embassy Assessment - Satisfaction, Feedback, and Needs of
Exporters

Individual services Projects of Economic Evaluation of

for exporters Diplomacy business associations

Evaluation of the quality of information

Service quality assessment for exporters Quality evaluation of projects provided by embassies, access and
based on questionnaires implementation professionalism while working with
associations.
Evaluations made by project participants .
Evaluation made by companies - companies, sectoral associations, other Evaluations byacsg(’)ég[[ii’sm and sectoral

relevant stakeholders

Evaluation of cooperation Evaluation of cooperation

ion for exporter - ith the ministri
Information for exporters with the MFA with the stries /

departments
. ] Evaluation of access and willingness to Evaluation of quality of information
in forn?zggl;tlggv?éggig%zgg%E(ﬂze ters - cooperate, adherence to the provided by embassies, access and
II)leWS STI. MOP P methodological guidelines and quality of professionalism while working with

PSS documents provided. associations.
Evaluated by the headquarters of the Evaluated by the headquarters of the

MFA. MFA. Evaluated by the Ministries.



%/ Ministry of Foreign Affairs of the Section of Non-European Countries, Economic and
Czech Republic Development Cooperation

Thank you for your attention

Martin_Tlapa@mzv.cz



