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EDITORIAL

Dear friends of the Manager Training Programme!

Even after 15 years, the international
Manager Training Programme (MP) is
still very lively and is continuing to de-
velop. This impression from the Partner
Conference is still fresh in my mind. The
MP has grown from being a German
contribution to the Russian President’s
Programme to an independent, inter-
national programme for which there is
now demand in 16 countries.

Against this background, the ‘MP family’

has grown further this year again. To-

wards the end of the year, a pilot group

of Mexican executives visited Germany

within the framework of the Manager

Training Programme. This year for the

first time, more than 1,000 executives are participating. The high esteem which the Pro-
gramme enjoys at the German Federal Ministry of Economics and Technology (BM W)
is expressed in the extended commissioning of Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ) to carry out the MP until the end of 2015. In the coming years,
it is a matter of consolidating and developing the MP further at a high standard.

Alrogether, a pleasing development, as Dr Karl-Ernst Brauner, the responsible head of
department at BMWi emphasised. The Partner Conference in September was a fitting
occasion for his farewell and for the representatives of the partner countries to express
their appreciation for his services within the Programme. We wish him all the best for his
new position as Deputy Director-General of the World Trade Organization (WTO).

The focal point of the Partner Conference, besides the development of the Programme,
was the role of the medium sector in Germany. This sector is characterised by small and
medium-sized enterprises (SMEs). The difference between SMEs in Germany and those
in our partner countries often lies in the traditional responsibility for the economic and
social development of their home region, especially in the case of family businesses. We
would like to show this to our participants. Our goal is to particularly support SMEs in
utilising the opportunities that globalisation offers. These companies are not only the
backbone of the German economy, but are also at the centre of our work. The focus of
the third issue of the international Journal on MP is therefore on the medium sector. I
think that this focal topic is of particular interest to many of our readers because they
come from SMEs themselves.

I find it pleasing that the number of responses and the proportion of authors who do not
belong to our GIZ editorial team have increased. Please continue to send your impressi-

ons and thoughts on the Programme to the editorial office.

I wish you an interesting read!

Reimat Diiring
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Mexico as a New Partner Country in
the Manager Training Programme

The ministries of economic affairs in Mexico and Germany are currently
negotiating on the finalisation of a government statement which is intended
to form the basis of lasting cooperation within the scope of the Manager
Training Programme (MP). Representatives of the German Federal Ministry
of Economics and Technology (BMWi) and Deutsche Gesellschaft fiir Inter-
nationale Zusammenarbeit (GIZ) have already travelled to Mexico this year
to examine the conditions for the implementation of the Programme and to
promote it. A pilot group of 21 Mexican executives from middle and upper
management levels is coming to Southern Germany at the end of October to
participate in training at the Chamber of Industry and Commerce for Munich

and Upper Bavaria.

Mexico City. BMWi State Secretary
Anne-Ruth Herkes was in Mexico in
April 2012 to discuss economic matters
and took the opportunity to propose the
participation of small and medium-sized
Mexican companies in the MP. Mexico
is of interest to Germany and the Ger-
man business sector for a number of
reasons. The German Federal Ministry
of Economics and Technology (BMWi)
has extended its foreign-trade coopera-
tion to emerging economies and regions
outside Europe which — in contrast to
the BRICS states — have received little
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attention up to now. Parameters such as
market size, stage of development, infra-
structure, regulation of the product and
labour markets, political stability and
the geographical distance from Germany
play an important role here.

Mexican-German trade relations

As a member of the North American Free
Trade Agreement NAFTA, Mexico is stra-
tegically important to German companies
for trade and investment on the markets
of the American continent. Although the

Mexican economy has overcome the ef-
fects of the global financial and economic
crisis, the cautious economic growth in
the USA is slowing down the upswing.
The IMF bases its assumption on GDP
growth of not quite 4 per cent for 2011
(2010: 5.5 per cent). Despite free trade
agreements with 44 countries, almost 80
per cent of Mexico’s exports are currently
to the USA. Thus there is a strong inter-
est in the diversification of foreign-trade
relations.

The Mexican-German trade volume was
almost EUR 11 billion in 2010. Ger-
man exports to Mexico amounted to
about USD 7.1 billion (2009: USD 5.1
billion). The main export goods were
machinery, motor vehicles and parts for
motor vehicles. German imports from
Mexico amounted to USD 3.7 billion
(2009: USD 3.2 billion) and comprised
mainly motor vehicles, electronics, iron,
steel and electrical technology. Germany
was the most important trade partner for
Mexico within the EU; the total amount
invested by German companies in Mexico
is approx. USD 25 billion. In the coming
years, investments in infrastructure with
private participation are planned in the
areas of energy, water supply/waste water,
transport and telecommunications. Here
equipment and know-how from Germany
could be particularly beneficial. Agree-
ments already exist between Germany and
Mexico on investment protection, double
taxation and on scientific and technologi-
cal cooperation.

Bilateral talks in Mexico

Representatives of the BMWi and GIZ
conducted preparatory talks in Mexico
in April and July to ascertain whether, be-
sides the economic prerequisites, there is a
basis for successful cooperation at the po-
litical and operational level. Information
events have already been held in July in
Monterrey and Guadalajara, the two larg-
est conurbations after Mexico City; these
events were met with interest, positive de-
mand and attention from the media.

During the bilateral talks in July, Fernan-
do Portugal Pescador, deputy head of
the unit for the European Union in the
department for foreign trade within the
Mexican Ministry of Economy, empha-
sised how important an increase in for-

eign trade with the European Union is
from Mexico's perspective in view of the
one-sided orientation of the Mexican pri-
vate sector towards the USA. There has
been a free trade agreement with the Eu-
ropean Union for 13 years now; however,
foreign trade between Mexico and Europe

Training Programme are therefore an ideal
means of raising trade to an adequate level
in order to better utilise the true bilateral
potential’

Pilot group within this year

On the Mexican side, the Ministry of
Economy has entrusted the national en-
trepreneur institute INADEM with the
implementation; on the German side, the
German Federal Ministry of Economics
and Technology (BMWi) has commis-
sioned the Deutsche Gesellschaft fiir In-
ternationale Zusammenarbeit (GIZ) to
carry out the Programme. In Mexico City
at the end of August, a Mexican-German

has so far fallen short of its possibilities. In selection committee chose executives

his opinion, ‘Activities like the Manager from the middle and upper management

Stimulus for Economic Cooperation

The German Azerbaijani Intergovernmental Working Group discusses the
state of bilateral business relations. The cooperation within the Manager
Training Programme was highlighted as a positive example.

Berlin. The Ger-
man-Azerbaijani Inter-
governmental Working
Group on Trade and
Investment met for the
third time in Berlin on
18 July 2013. The Ger-
man delegation was led
by Dr Karl-Ernst Braun-
er, Director-General
for External Economic
Policy at the German
Federal Ministry of Eco-
nomics and Technology
(BMWi); the Azerbaija-
ni delegation by Samir
Veliyev, Deputy Minister for Economic Development of the Republic of Azerbaijan.
Besides cooperation in the field of energy, and specifically in energy-saving measures
and the fields of environmental and climate protection and healthcare, the Manager
Training Programme was also an important topic of discussion. The positive outcomes
of the project, which has contributed to the intensification of bilateral business rela-
tions, were explicitly acknowledged. The possibility of extending the programme with
training in Azerbaijan for executives from German companies was also addressed. The
‘Fit for Foreign Markets’ programmes with Russia and China are role models in this.
The Azerbaijani delegation made its fundamental interest clear, and encouraged contin-
uation of the exchange on the requirements and concrete programme contents. Il
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levels of the machinery, textile and food
industries to participate in a Pilot Pro-
gramme in Germany. The training for 22
Mexican managers will take place at the
academy of the Chamber of Industry and
Commerce for Munich and Upper Ba-
varia from 27 October to 23 November.
In a seminar lasting several days, the Mex-
ican Entrepreneur Institute is preparing
the participants for their stay in Germa-
ny. The executives will receive current
information on Mexican-German eco-
nomic relations and on the possibilities
of governmental support for Mexican
companies. In addition, they will prepare
individual objectives for the initiation of
business with German companies.

Talks with Tunisia

Tunis. Tunisia could be the second North
African country to become a partner coun-
try of the Manager Training Programme
(MP). After initial negotiations revealed a
principle interest on both sides in a part-
nership within the scope of the MP, further
talks with representatives of the German
Federal Ministry of Economics and Tech-
nology and the Deutsche Gesellschaft fiir
Internationale Zusammenarbeit (GIZ)
will be taking place in Tunisia at the end
of October. The aim is to examine wheth-
er the political and economic prerequisites
exist for realising the MP with Tunisia. For
this purpose, the delegation also seeks a di-
alogue with small and medium-sized enter-
prises (SMEs) in Tunisia. Official talks will
be held with the General Directorate for
the Promotion of Small and Medium En-
terprises within the Tunisian Ministry of
Industry, the Agency for the Promotion of
Industry and Innovation (APII), the Tuni-
sian Chamber of Commerce and Industry
(CCIT) and the Center for the Promotion
of Exportations (CEPEX), among others.
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Central Asia Economic Conference
Shows the Significance of the
Manager Training Programme

The 4™ Central Asia Economic Conference was held at the House of
German Business (Haus der deutschen Wirtschaft) in Berlin on 22 and

23 April under the motto ‘Germany and Central Asia — progress through
cooperation’. High-ranking representatives of the five Central Asian states
(Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan and Uzbekistan) and
Mongolia met with more than 300 German representatives from business,
politics and society in the light-filled building on the Spree River.

Berlin. At the opening, Dr Philipp Rosler,
Federal Minister of Economics and Tech-
nology, stressed the significance Central
Asia has for the Germany economy. He
expressly emphasised the (in his opinion)
sound approach of the Manager Training
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Programme, i.c. to train Central Asian ex-
ecutives from the middle and upper man-
agement levels in Germany and bring them
together with German companies. He said
that this promoted the establishment and
expansion of specific business contacts in

a well-targeted and sustainable way. Dr
Christoph Beier, Member of the Manage-
ment Board of the Deutsche Gesellschaft
fiir Internationale Zusammenarbeit (GIZ),
confirmed the positive role of the Manag-
er Training Programme. He remarked that
with the Programme GIZ had a very effec-
tive instrument for creating economic rela-

tionships from which both sides benefit.

On the second day of the conference, there
was an intensive exchange of information
and experiences in the various working
groups on agriculture, healthcare, raw ma-
terials and energy management. Here the
conference participants repeatedly men-
tioned the Manager Training Programme.
After all, it is from these particular sectors
that the Central Asian and Mongolian exec-
utives are invited to Germany for training in
inter-national, sector-specific groups, during
which they conclude business agreements
amounting to millions with German com-
panies. A Central Asian group was invited
to Germany for the first time in 2012 within
the scope of the Partnership on Raw Materi-
als with Kazakhstan. This year, the Manager
Training Programme is accompanying the
Renewable Energies Export Initiative of the
Federal Ministry of Economics and Tech-
nology (BMWi) with groups from Central
Asia and the Russian Federation.

Issue 1-2013 of the journal ‘Fit for Partner-
ship with Germany’ with the focus on the
health sector was met with great interest at
the conference, particularly from the partic-
ipants in the working group ‘Current Busi-
ness Potential and Challenges for German
Healthcare Management Companies. B

Danzannorov Boldbaatar, Ministry for Economic Cooperation
of Mongolia (2" from left), and Andreas Obersteller, Deputy
Director-General (3" from left), led the steering committee

Positive Balance in Mongolia

The second meeting of the Steering Committee on the Manager Training
Programme (MP) between Germany and Mongolia took place in the
Mongolian capital on 23 September. The Mongolian Ministry of Economic
Development (MED), the new partner ministry in Mongolia since 2013,

participated for the first time.

Ulan Bator. On the part of the MED, the
meeting was conducted by D. Boldbaatar,
director of the department for economic
cooperation, credit policy and develop-
ment aid, and by Ministerialdirigent An-
dreas Obersteller on the part of the Ger-
man Federal Ministry of Economics and
Technology, who both gave a very posi-
tive summary and coordinated the next
steps of cooperation. Within the scope of
the MP, 168 Mongolian executives from
middle and upper management levels have
completed training in 13 national and in-
ternational groups since 2009. Three pro-
gramme participants gave an impressive
presentation of their results, particularly
of their companies’ development since the
training in Germany. A further focal point
of the meeting was an extensive exchange
of information on the current economic
developments in both countries. The Ger-
man side emphasised the particular role
of the German medium business sector
as the driving force of the economy. As
an element of German foreign policy, the
MP makes an important contribution to
strengthening SME structures in Germany
and the partner countries.

On the two following days, the German
delegation gained information on the
Mongolian economy during visits to the
alumni companies. They were impressed

by the Tawan Tolgoi open-pit hard coal
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mine in the Gobi Desert, about 550 km
south of Ulan Bator.

Here, as at Gobi Mongolian Cashmere,
the largest Mongolian cashmere produc-
er, and APU AG, the Mongolian market
leader in beverage manufacturing, as well
as at the new large commercial centre
Dunjingarav LLC, the alumni reported
on their experience with the MP and the
development of their companies’ perfor-
mance. H
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GIZ Contract Extended —

The Deutsche Gesellschaft fir Internationale Zusammenarbeit (GIZ) GmbH will
continue in its mandate to coordinate the Manager Training Programme (MP).
The agreement reached by the German Federal Ministry of Economics and
Technology (BMWi) in 2011 has been extended until the end of 2015.

GIZ (or its predecessors, the Carl-Duis-
berg-Gesellschaft eV. (CDG) and In-
ternationale Weiterbildung und En-
twicklung gGmbH (InWEnt)) have

coordinated the programme since 1998.

In Germany, it is implemented in a de-
centralised manner via the business-fo-
cused training centres. As a component
of foreign trade policy, the MP prepares

executives from a total of 15 countries

for business relations and cooperations
with German companies in a targeted
manner according to the motto ‘Fit for
Partnership with Germany’ — with suc-
cess on both sides. Over 8,000 executives
from almost as many organisations with
foreign trade potential have already par-
ticipated in the programme. At the same
time, several thousand companies from
the German private sector have also got
involved.

The programme comprises a combina-
tion of skills training and commercial
practice. The key to success lies in the
tangible benefits for participating com-
panies — in the form of commercial
agreements and long-term partnerships.
The volume of the exchange of services
and goods stemming from the training in
Germany far exceeds the German public
funds invested. The individual partici-
pants also benefit: the training often con-
stitutes a significant building block in
their careers. German executives are also
able to participate in training in Russia
and China. This serves business relations
and helps open doors to the Russian or
Chinese market. l

15 Years of the Manager Training Programme in Russia mm

Moscow. The Russian Presidential Pro-
gramme to train executives from Russian
regions was launched in 1997. The cele-
brations marking the 15th anniversary
were reported on at length in the 1/2013
journal. The German Federal Ministry
of Economics and Technology (BMWi)
has supported the Russian initiative since

1998 and thus for 15 years. The Pro-
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gramme developed out of the partnership
with Russia. Germany has since estab-
lished similar partnerships with a further
14 countries.

Opver the past 15 years, more than 5,000
Russian managers have visited Germa-
ny as part of the Manager Training Pro-
gramme of the German Federal Ministry

of Economics and Technology (BMW).
The anniversary is a welcome occasion to
celebrate the programme’s success. Hence
the BMWi and GIZ invited representa-
tives from Russian regions, universities
and programme alumni to Moscow on 18
October to reminisce together, exchange,
present programme results and look to
the future. W

NEWS

Cooperation with Ukraine Prolonged until 2016

—

Berlin. The seventh meeting of the
Ukrainian-German High Level Group
took place in Berlin on 23 May 2013,
chaired by Anne Ruth Herkes, State Sec-
retary of the German Federal Ministry for
Economics and Technology, and Olex-
andr Wilkul, Deputy Prime Minister of
Ukraine. The prospects of bilateral trade
and economic relations were discussed at

the meeting, in particular opportunities
for cooperating in the energy and water
supply sectors as well as in climate and en-
vironment protection. Both sides agreed
that the potential for cooperation in nu-
merous areas is far from exhausted.

At the meeting, State Secretary Her-
kes and the Ukrainian Ambassador to

Germany, Pavlo Klimkin, signed a joint
statement on the prolongation of the
Manager Training Programme Germa-
ny-Ukraine until 2016. Within the scope
of the Programme, which was established
in 2001, more than 800 executives from
the middle and upper management levels
of Ukrainian companies have completed
training in Germany. W

Steering Committee Affirms Innovation

Beijing. On 14 September, the fifth meeting of the Sino-German steering committee of
the Manager Training Programme (MP) met in the Chinese capital. The steering com-
mittee is chaired by Karl Wendling, Director at the German Federal Ministry of Eco-
nomics and Technology (BMWi), and Tian Chuan, Deputy Director-General at the
Chinese Ministry of Industry and Information Technology. Since 2009, 243 Chinese
executives and two groups of Chinese administrative officers have completed training
in Germany.

Specifically, the innovations within the bilateral programme work were one aspect un-
der discussion. At the invitation of the Chinese government, the opportunity has also
existed since 2012 for German executives to complete training in China within the
scope of the Management Training Programme. In 2013, a group programme in Chi-
nese was also conducted in Germany to tap into additional potential in Sino-German
business relations. Both sides agreed unanimously that these developments highlight
the programme’s dynamism and benefits, and that particularly the programme’s recip-
rocal nature should be reinforced. W
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Besides the exchange of views on the Programme itself, the
focus of the ninth International Partner Conference of the
Manager Training Programme (MP) was on the role of medi-
um-sized businesses in Germany and the partner countries.
Representatives of political and implementation partners
from 16 countries followed the invitation by the German
Federal Ministry of Economics and Technology (BMWi) and
the Deutsche Gesellschaft flr Internationale Zusammen-
arbeit (GIZ) GmbH on 5 and 6 September.

Exchange on the Medium ==
Business Sector and on the
Programme’s Development

Berlin. Reimut Diiring, Head of the
Manager Training Programme (MP) of
GIZ GmbH ‘almost had the impression
of a family event’ when he welcomed the
guests to the two-day conference in the
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Déblin Saal of the Park Inn Alexander-
platz in Berlin. The representatives of
the partner countries also enjoyed this
atmosphere. Olena Nyzhnyk from the
Ministry of Economic Development

and Trade of Ukraine said: ‘It is inter-
esting to learn at the conferences how
the Programme is developing in other
countries. Le Thi Lam Vien from the
Vietnam Chamber of Commerce and
Industry (VCCI) finds: “This is also a
good platform for giving BMWi and
GIZ feedback on the Programme.

Farewell and Expansion

Dr Karl-Ernst Brauner, Head of Exter-
nal Economic Policy within BMWj,
opened the conference, acknowledging
the Programme, which has been run-
ning for 15 years now, and particular-
ly the role of Russia, the first and still
largest partner country. He emphasised
that not only the respective company
sending its executive, but also the in-
dividual participant had the opportu-
nity to experience ‘what Germany feels
like’. Dr Brauner, for whom it was the
last Partner Conference in this role (see
interview on page 13), described it as
‘ground-breaking’ that German execu-
tives, too, have similar opportunities in
Russia and China, following invitations
from the governments there.

Two further countries could shortly join
the current 14 partner countries. Represen-
tatives of Mexico and Tunisia have already
attended the conference as guests. While
negotiations with Tunisia are still in the
very early stages, preparatory talks with
Mexico have already been finalised (see ar-
ticle on page 4). Before the end of this year,
a pilot group of Mexican entrepreneurs will
be visiting Germany within the scope of the
Manager Training Programme.

Evaluation shows the effects of the Pro-
gramme

Hartmut Roben, Head of Department at
BMWi, presented the evaluation of the
economic results of the Programme. In
2011, Programme alumni from the years
2007 to 2009 were polled on their long-
term Programme results. Roben stated
that 88 per cent of the participating com-
panies sending executives are small and
medium-sized enterprises (SMEs) and
that mainly such companies benefited
on the German side, too. He said that, as
SME:s normally do not have the same pos-
sibilities as large companies for accessing
foreign markets, the goal of BMWi was to
particularly support these SMEs in utilis-

From left: Gokul
Nargarkoti, Dr. Sarita
Nagpal, Rajpal Singh
(India)

From left: Dambii Ulziisaikhan, Bolor Tsolmon,

Kbuyang Ganbaatar (Mongolia)

ing the opportunities globalisation offers.
In the period mentioned, the number of
business relationships leading to contrac-
tual agreements had almost doubled ow-
ing to participation in the Programme.
Turnovers amounting to several hundred
million euros were generated, and this
would probably not have been the case
without the Programme.

Almost every second Programme partici-
pant concluded business agreements with
German companies following their stay in
Germany, over a quarter of participants
passed on contacts made during the stay in
Germany within the home company. The
majority of the participants keep in contact
with German companies even years after
their own participation in the Programme,
which speaks for the sustainability of the
MP. The individual participants often ex-
perienced a positive development in their
careers following the participation in the
Programme; more than half of the par-
ticipants held higher positions within the
home company after their participation in
the Programme. Galiya Joldybayeva from
the Ministry of Regional Development of
Kazakhstan also spoke of a very positive
evaluation of the Programme by the partici-

GERMANY

Gloria Rocio Vazquez Perez (Mexico)

pants. She pointed out that the Programme
also contributed to improving relations be-
tween the countries.

The Medium business sector and the MP
in the partner countries

The following discussion was introduced
with two input papers that made it clear
why the Programme focuses particular-
ly on SMEs. Dr Armgard Wippler de-
scribed the role of the medium business
sector in Germany from the perspective
of BMWi. Riccardo Giucci examined
the role of SMEs in the Eastern Euro-
pean partner countries (see article in the
section ‘In Focus’). Achmed Elshahat
Hassan, in charge of the Programme at
the Egyptian implementation partner
ITC, drew attention to the differences
between the definition of the medium
business sector in Germany and Egypt.
He said a company considered in Ger-
many as being medium-sized could
already be a large company in Egypt.

The Programme helped Khuyang Gan-
baatar, Vice President of the Mongo-
lian Employers* Federation MONEE, to
understand how Germany has managed
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From lefi: Anna Delyusto,
Olena Nyzhnyk (Ukraine)

p to cope so well with the crises in recent

years. So far, participants from Mongolia
have been mainly managers from large
companies in mining and light industry,
but the significance of SMEs was increas-
ing, he said. Gokul Nagarkoti from the
Ministry of Commerce and Industry of
the Government of India also said that
the proportion of SMEs was growing
enormously in his country, particularly
in the pharmaceutical industry.

Olga Badanova from the Ministry of
Economy of the Republic of Moldova
said that the MP opened up opportuni-
ties for the participants and, at the same
time, helped to increase the country’s
competitiveness. She stressed the role of
industry, particularly that of the SMEs.
In the opinion of Le Viet Anh from the
Ministry of Planning and Investment
of Viet Nam, participation in the Pro-
gramme means not only strengthening
cooperation with Germany, but also
strengthening the companies within
Viet Nam. Representatives of several
countries made their interest in the sec-
tor and topic-based group programmes
clear.
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From left: Achmed Elshahat Hassan, Aly Basha (Egypt)

Sector and topic groups

An exchange of experiences concerning
the international sector and topic groups
took place at the German Federal Minis-
try of Economics and Technology on the
second day of the conference.

In the MP, the focus is currently on:

e Mining and raw materials sector

e Health sector

e Environmental technologies / water and
waste sector

e Energy efficiency in industrial companies

e Energy efficiency in the construction and
refurbishment of buildings

e Renewable energies and

e Agriculture

It was determined in the working group
of the partners at the political level that
already every tenth group is a sector and
topic-based one. The representatives of
the individual countries reported on their
consistently positive experiences regard-
ing the implementation and the added val-
ue of these group formats. The partners all
agreed that sector groups should be con-
tinued and perhaps expanded. Tourism,
IT, construction, logistics and the process-

ing of agricultural products were named as
possible further future sectors of priority.

The contents of the implementation part-
ners’ working group were the presentation
of the various programme formats, a dis-
cussion on the definition of selected target
groups and the exchange of experience to
date in gaining participants in the respec-
tive countries. The discussion showed that
the partners need to receive information
on the planning of sector programmes well
ahead from the German side as finding par-
ticipants for sector programmes requires
more effort than programmes with hetero-
geneous groups. The implementation of
sector-specific programmes was also a topic
in numerous bilateral discussions between
BMWiand the partners on the fringe of the
Partner Conference.

The evening reception in honour of Dr
Brauner on the first day of the conference
really was a highlight in the true sense of
the word; on the 37th floor of the Park
Inn, representatives of the partner countries
acknowledged his contribution to the fur-
ther development of the Programme. The
guests then took the opportunity to expand
their international networks, with a pan-
oramic view of the city in the background.

‘lamaFan ofthe =
Programme’

In an interview on the fringe of the Partner Conference,

Dr Karl-Ernst Brauner commented on the Manager Training
Programme (MP). As Director General for External Economic
Policy of the German Federal Ministry of Economics and
Technology (BMWi) until the end of August 2013, Dr Brauner
was also responsible for the Manager Training Programme.
He was appointed Deputy Director-General of the World Trade

Organization WTO in September.

GIZ: Dr Brauner, since when have you
been in contact with the Manager Train-
ing Programme and in which function?

Dr Karl-Ernst Brauner: I have been
involved in the Programme since 2001

and have regularly participated in the
Partner Conferences since 2006. At
BMWi, I am responsible for external eco-
nomic policy. In addition, I was co-chair-
man of the steering committees with
Russia and Kazakhstan.

GERMANY

The MP has developed from bilateral
cooperation with Russia into an interna-
tional programme in the past 1S years.
Did you foresee this development?

I gladly admit that, even with the most
optimistic view, nobody (including me)
could expect that the Programme would
be so successful and that there would still
be such strong demand for it in 2013.
In the course of time, the original altru-
istic orientation of the Programme has
increasingly given way to a partnership at
eye level with stronger emphasis on eco-
nomic cooperation. The success is already
evident from the fact that the Programme
will shortly already be carried out with
16 partner countries on four continents.

Is there an event, an encounter that you
look back on with particular fondness or
satisfaction?

I have gained a great deal myself during
this time. I have met interesting peo-
ple and experienced cultural diversity
through the Programme. I have been
to places that I would otherwise never
have visited, be it in Krasnojarsk Russia
— far beyond the Ural Mountains - or
Kazakhstan. I have particularly positive
memories of Bowodoje in Kazakhstan:
There is a stone there which fulfils a wish
after you have circled around it seven
times. I succeeded — that same evening,
Germany beat Argentina 4:0 in the foot-
ball World Cup.

What makes the Manager Training Pro-
gramme so unique?

If the Programme didn’t already exist, it
would have to be invented in this flexible
form. The standards we set when select-
ing the participants are high, as are those
we require from the training academies.
In both cases, they are essential prere-
quisites for the success of the Programme.
The MP is a free-market programme:
within a pre-defined framework, the
players are independent and responsible
for their own actions. The managers can
decide for themselves how they want to
utilise the Programme. We also regard
sustainability as a decisive element of
the quality of the Programme. Here fol-
low-up seminars and consistent alumni
work are the keys. Communication and
networking among the participants bey-

ond their stay in Germany are absolutely P>
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p cssential elements of the Programme and
are rightly very much appreciated.

Who, in your opinion, benefits most from
the Manager Training Programme?

I think both the individual participant
and their company, as well as the respec-
tive national economy. As already men-
tioned, it is up to the individual manager
to make the most of their participation
and to decide how to utilise the know-
how gained in Germany and the
opportunities offered for direct contact
to companies for their own benefit and
that of their company.

I was very pleased by the feedback a par-
ticipant gave me at one of my last steer-
ing committee meetings. He said that he
had benefited through learning some-
thing about interaction with employees
in Germany, which is characterised by
appreciation. He saw it as not only being
a cultural characteristic in Germany, but
also of economic significance. Employ-
ees are not only an expense factor, but
constitute the actual value of a company.
Appreciated employees are more produc-
tive, imaginative and committed — for
the good of the respective company. This
insight can also be part of the experience
gained from the Programme.

How much importance is placed on the
MP within the German Federal Minis-
try of Economics and Technology?

The Programme enjoys strong political
recognition and has proved itself as a
sound component of bilateral external
economic relations.

What are your personal plans for the
future?

This is my last Partner Conference as a
representative of BMWi as I will short-
ly be taking up my post at the WTO in
Geneva. However, it does not mean say-
ing goodbye to the partner countries, but
just changing to another role. In this new
function, I will surely still be in contact
with the partner countries in one way or
another. il
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Trademark Protection

for Regional Products
L —

In June 2013, German-speaking upper and middle man-
agement executives from Belarus, Moldova, Mongolia, Rus-
sia and Ukraine discovered a Brandenburg speciality: the
‘Spreewald gherkin’. In doing so, they learned first-hand
about practical trademark protection for regional products.

Berlin, Liibbenau. ‘Delicious and refresh-
ing - just the thing after a hot day’ This
was the consensus at a tasting of Spree-
waldRabe’s products, a gherkin producer
in Liibbenau steeped in tradition. About
one hour southeast of Berlin there is a
unique region where the riverbed of the
Spree branches out into a myriad of chan-
nels with an overall length of almost 1,000
kilometres. In Germany, the Spreewald is
famous for being a tourist destination
and for producing natural, organic food.
However, most of the programme’s parti-
cipants discovered Spreewald gherkins for
the first time. So, at the end of their trip,
they stocked up well on these delicacies
at the outlet store. Natalia Ivanets, Man-
ager of the Contracts Department at the
Ukrainian Tokmak Forging and Pressing

Plant is convinced: “There’s no mistaking
the taste of gherkins from the Spreewald
for gherkins by other companies’

Protecting and Developing Tradition

As far back as over 140 years ago, farmers
from the Spreewald brought their harvest
directly from their fields to the Liibbenau
cucumber market. Once cucumbers could
be made storable and durable — in the
past using lactic acid fermentation, now
using heat treatment — several companies
emerged, each with their own recipe. The
typical taste of Spreewald gherkins comes
from the spices that are added, as well as
the special way they are processed. The
formula is, to date, a well-guarded secret
among about 20 gherkin producers still

producing in the Spreewald. Horseradish
is another local speciality. The region’s
popularity means that higher prices can
be charged for food from the Spreewald
than for products from other regions. Af-
ter several legal disputes over the ‘Spree-
wald’ designation being used on food
products, the term ‘Spreewald gherkin’
and the umbrella trademark ‘Spreewald’
have been safeguarded within the EU as
protected geographical indications (PGI)
since 1999.

Heidemarie Belaschk, CEO of Spree-
waldRabe, a company which has been
family-run for five generations, explains
how the trademark protection came
about: ‘Companies in the region set up the
Spreewald association in 1991 after pro-
ducers from other regions had been sell-
ing ‘Spreewald-style’ gherkins. Only food
produced using predominantly regional
ingredients get the ‘Spreewald’” umbrella
brand’s seal of approval. The name guar-
antees fresh, natural and regional produce
to the consumer. What makes Spree-
waldRabe unique is the use of fresh herbs
that they grow themselves. The company
has about 60 permanent employees and
up to 100 employees during the season.
According to the CEO, ‘The Spreewald
gherkin also has to deal with trends. There
are always new developments. However,
what’s most important is that there are no
copycats of lower quality’ This goal was
achieved thanks to trademark protection
from the EU and constant checks by inde-
pendent institutions. As well as providing
legal protection and promoting the Spree-
wald region, the Spreewald Association
also organises joint marketing activities
for food producers in the region. These
include appearances at trade fairs such as
the Green Week in Berlin or the Anuga in
Cologne, but also at local events such as
the Litbbenau cucumber market — just like
140 years ago.

Language Ability Made it Easier to Estab-
lish Business Contacts

Urtnasan Enkhbold, who completed a
degree in economics at Potsdam Uni-
versity four years ago, describes her con-
cept of trademark protection: ‘For me, a
trademark or a brand signifies the value of
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a company, which is not only defined in
terms of money. Rather, it shows how suc-
cessful the company is, or how successful
its products are. This is why branding is
so important to me and to our company’
The meaning of trademark protection in
practice became particularly clear on site
at SpreewaldRabe in Liibbenau. After the
trip, the manager from Ulan Bator said: ‘A
brand should be protected if the products
differ from others thanks to their unique
features, and if customers only want these
special products which made the company
famous.

From 26 May to 22 June, executives from
the middle and upper management levels
of different industries attended training at
the EUROPANORAT in Berlin. Knowl-
edge of the German language made it
much easier to establish business contacts.
In the context of the MP, such groups
are regularly brought together with Ger-
man-speaking participants from the part-
ner countries. Enkhbold now works as
CEO of the Mongolian energy company
“Tsagaan Shuteen’ Speaking of her train-
ing in Germany, she said: ‘Although our
group was made up of five nations, we got
on wonderfully. We were all very motivat-
ed and willing to learn. Participating in
the programme, gaining experience and
educating yourself further is well worth
it. 'm going home with new ideas from
Germany. The Ukrainian Ivanets ‘..got
to know lots of interesting and clever peo-
ple and also established valuable business
contacts. She advises everyone who has
the opportunity to take part in the pro-
gramme to do so. She found the German
companies to be hospitable and willing to
answer all sorts of questions. Hl
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Impressed by the Planning
and Organisation il

Garam Munkhchuluun is CEO of the Mongolian ‘Derennaran’
LLC. This year he took advantage of the opportunity to parti-
cipate in the Manager Training Programme with an inter-
national German-speaking group. In Germany he was
particularly interested in all the organisation and planning
that goes into the work done in medium-sized enterprises.

GIZ: What is your company involved in?
Could you give us a brief outline of your

profession?

Garam Munkhchuluun: ‘Derennaran’
LLC is a construction company. In add-
ition to the usual activities of a con-
struction firm, we focus on special fields
like the planning and construction of sport
facilities. Marketing construction materi-
als and paints is another area where we are
active. Our goal is to become the leading firm
in sport facility construction in Mongolia.

What made you decide to participate in
training in Germany?

The organisation and working culture of
German medium-sized companies is a
central factor in Germany’s economic suc-
cess. Getting to know this tradition, dev-
cloped over many centuries, and possible
ways of implementing what I have learned
was my central motivation for attending
the training course.

How did you learn to speak German so
well?

I learned the basics of the German lan-
guage on earlier visits to Germany.
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Later I hired German specialists to work
in my company. German was our working
language during this collaboration, so I
learned a bit more.

What impressed you most about your time
in Germany?

Our visit to a company in Leipzig. A com-
pany with just 4 employees in the office,
including the owner, planned and or-
ganised the renovation of the stadium in
Leipzig. That was a very impressive feat!

What expert topics were the most interest-

ing for you?

I was most interested in the organisa-
tion and working processes of German

medium-sized companies, along with the
construction of sports facilities, and of
football pitches in particular, and the con-
struction materials and technology emp-
loyed there.

Were you interested in the issue of trade-
mark protection? What did you take away
from your day in the Spreewald (see arti-
cle)?

I work with Mongolian and foreign part-
ners who place very high demands on the
quality of the final product. To satisfy
these demands, we only use high-quality
materials and tools. Trademark protection
plays a role here. In short: cheap copies
just won't do. In Spreewald we found out
how the farmers got together to protect
and market the Spreewalder pickles as
a classified trademark. This experience
translates well to Mongolian products.

We heard that you are also very active
socially. Can you tell us a bit about your
activities?

My parents are from Dundgovi Aimak
and I was there every summer as a child.
The name of the company, Deren Naran,
is the name of a town in our sum. I try to
give people who move to the city from this
area a chance to get on their feet in the big
city. In our company they learn a trade and
carn a decent amount. Additionally our
company supports a youth football team
that plays pretty well in my opinion. The
team regularly takes part in Mongolian
and international tournaments. Last year
our company sponsored a football tourna-
ment, the ‘Deren Cup’. Why do I doit? It
is really important to me that these chil-
dren do something meaningful in their
free time, learn how to be successful along
the way, and how to achieve their goals us-
ing their own power.

Would you encourage others to partici-
pate? What would you like to tell other
participants?

Absolutely, I would recommend parti-
cipating in the programme. It fully met
my high expectations. New participants
should try to learn as much as they can
from the experience of others. And they
should never stop asking questions.

Business Talks in Bonn

GERMANY

To meet new and old business partners, learn about the changes in Russian legislation and
visa formalities or become inspired by the success of German Programme participants on
the Russian market — these were some of the reasons why 150 guests met at the Russian
Consulate General in Bonn on 21 June 2013. Despite the large number of participants, the
atmosphere was relaxed and informal throughout, as usual. The Consulate General of the
Russian Federation, the German Federal Ministry of Economics and Technology (BMWi) and
the Deutsche Gesellschaft fur Internationale Zusammenarbeit (GIZ) GmbH hosted the event.

Bonn. They came to Bonn for various rea-
sons: some hoping to find new sources of
business; some confident that they would
receive useful first-hand information for
their work; others again, to meet long-stan-
ding acquaintances and colleagues, and
exchange news and experiences on a mu-
tual topic — German-Russian cooperation.

The participants listened attentively to Prof.
Rainer Wedde from the law firm Beiten
Burkhard Rechtsanwilte as he gave a talk
on the ‘comprehensive reform of the Russi-
an Civil Code and Russia’s accession to the
WTO - consequences for German compa-
nies in Russia’. He went into detail on some
particularly relevant amendments to Rus-
sian legislation which have come into
force since Russia’s accession to the World
Trade Organization WTO in August 2012.
These changes: the abolition of certain
corporate forms and the transformation of
others, contract law, guarantees, collateral
for loans, liability, etc., have a direct effect

on the work of German companies, both in
Russia and in their function as cooperation
partners. GIZ expert Dr Wladislaw Below
provided information on the current status
of negotiations on the simplification of visa
rules between the EU and
Russia. Stefan Schmidt from
Euler Hermes Kreditversi-

»Personliche Kon-
takte im geschaft-

countries sat opposite each other at tab-
les for two and discussed possible coope-
ration. Some of them were interested in
logistics, others, e.g. Juri Martjanow from
Kemerovo, planned importing German
equipment and techno-
logies. Martjanow wants
to follow up on seven of

cherung AG gave an over- lichen Bereich sind the twelve contacts made

view of credit guarantees €NOIM WiChtig‘
for small and medium-sized Generalkonsul Ewgenij Schmagin

companies. In the panel di-

scussion afterwards, the German entrepre-
neurs Andreas Haustein and Marco Vollrath
described the progress they were able to make
on the Russian market within the scope of
the programme ‘Fit for Business with Russia’

In the afternoon, the guests met at a
contact exchange. A Russian group that
had completed training at the German
Management Academy of Lower Saxony
(DMAN) came to Bonn specifically for
this exchange. Entrepreneurs from both

during the exchange, which
he finds particularly pro-
mising. It was not without
reason that the Russian business people
described the cooperation exchange as
a highlight of their training. The entre-
preneurs continued to move from table to
table long past the scheduled time, and it
took some persuasion to move them on to
the neighbouring building. Then the recep-
tion organised by the Consulate General
and BMWi came into its own: planning
future business while enjoying the deli-
cacies of Russian cuisine with musical
accompaniment was a true delight. i
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Chinese Executives in Bavaria

Chinese participants in the
Manager Training Programme
(MP) learnt a lot about the
successes and problems of
German family enterprises,
the latest branding methods
and intercultural differences.
At the same time, they esta-
blished valuable contacts to
German companies.

Munich. The beer gardens were packed as
usual in July; the Alpine panorama was in-
viting — but the 17 Chinese executives from
the middle and upper management levels
hadn’t come on holiday. The participants of
the MP organised by the Chamber of In-
dustry and Commerce for Munich and Up-
per Bavaria had a demanding programme
with the focus on business relationships
with German companies and Sino-Ger-
man economic topics.
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“The Programme is perfect for me. As the
founder and managing director I need to
know how to organise myself globally and
how to put my company on a consistent
course), said Weili Li, Managing Director
of Mecechem Co. Ltd. in Wauxi, eastern
China: T learnt a great deal through the
visits to several companies’ She was par-
ticularly interested in visiting Bavarian
companies that are also active in China,
among them Maccon GmbH in Munich.
‘I was impressed by this small company’s
presentation and its professional way of

working, Weili says.

Maccon develops and manufactures
high-quality electrical motors and con-
trols for the fields of traffic technology,
medicine, science and acrospace. The
medium-sized company informed the
guests from China extensively about its
quality management. Ted Hopper, Man-
aging Director of MACCON, took the
opportunity to establish contacts: ‘Up
to now, the focus of our business activ-
ity has been on the Federal Republic of
Germany and other European countries.
However, we want to gain access to new

markets; China as a rapidly developing
market is of particularly interest for our
high-tech products. We were therefore
very glad to receive Chinese managers,
to present our company and products to
them and exchange ideas. We are now in

Company visit to Pape & Co. GmbH in Munich

contact with some of the participants re-
garding possible cooperation.

Hong Jiang, Managing Director of United
Faith Auto Equipment Group in Guang-
zhou in South China, sees German and
Chinese family enterprises faced with
comparable challenges. Within the scope
of the group programme, he visited Spin-
ner GmbH in Munich, a family-owned
company established in 1946. Today the
company offers solutions in the field of
high-frequency technology to customers
all over the world. T am glad to have met
Ms Spinner-Kénig), said Hong Jiang. ‘She

spoke openly about the transition of the
company from one generation to the next
and about her management philosophy,

providing me with new insights.

Besides the company visits, the Pro-
gramme included training modules, and
it wasn’t only the summer weather that
caused temperatures
to rise in the group

We are now in contact
discussions. In an With some of the partici-
interactive  course, pants regarding possible
Trainer Angela Leh- cooperation.’
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Programme participants made interest-
ing contacts during almost 60 individual
appointments with German companies.
Weili Li, for example, visited the company
Franz Schubert Consulting, whose man-
aging director was so impressed by her
professionalism that he already brought
her into contact with several of his cus-
tomers during her stay
in Germany. Weili
then visited five fur-
ther German drugand
pharmaceutical com-

mann conveycd Ted Hopper, Managing Director of MACCON panies.

relevant branding

methods to the participants for their
international business. Weijiang Zhang,
Vice Director of the company Yangling
Tiangong Industry Co. Ltd. in the prov-
ince of Shaanxi, commented: ‘Now I un-
derstand German sales methods much
better and see the difference between
them and Chinese sales methods. The
training will help me very much to estab-
lish our brand in China and Germany’

The intercultural training was very impor-
tant to the participants as they were able
to put the knowledge gained into prac-
tice during company visits. The Chinese

We are interested in your opinion!

By the end of their stay, the participants
had gathered numerous ideas for mak-
ing improvements in their companies
and established valuable contacts in Ger-
many. They even had time for an outing to
Neuschwanstein and the Tegernsee lake
— including a weissbier with the Alps pan-
orama in the background. As the saying
goes, ‘Business before pleasure!’!

Sandra Peters works for the Chamber
of Industry and Commerce for Munich
and Upper Bavaria. As a project leader
for international training, she looks after
groups from the MP partner countries,
among other things.

Give us your feedback about this Journal at

www.giz.de/gc21/mp/feedback.
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Executives from Belarus and

Moldova Filled with Enthusiasm

Whether from the metal structure or chemical industry, several entrepreneurs from Belarus and
Moldova returned home with preliminary agreements in their cases. They had participated in
the Manager Training Programme (MP) at the German Management Academy of Lower Saxony
(DMAN) from 20 May to 16 June. In their home companies, they now wish to implement their

new knowledge of employee motivation.

Celle. “We build pyramids outside the
desert too’ — Vitali Bozhkov from Minsk-
based construction company Archi-
Line was rapidly convinced by the slo-
gan of Stahlbau Brehna GmbH based in
Saxony-Anhalt: the unusual pyramids
made from steel and glass are to now also
become eye-catching structures in Belarus
and Russia. Viktoria Smorchek from chem-
ical manufacturer Grodno-Azot in the far
west of Belarus is planning a major project
with ThyssenKrupp involving the sale of
equipment. With the help of the German
Management Academy of Lower Saxony
(DMAN), Smorchek was able to clarify
important details to secure financing for
her project with Euler Hermes Deutsch-
land AG. Andrei Zharinov from Minsk is
a member of the management board at a
medium-sized metal manufacturer. He
wished to find out more about equipment
for metal production during his time in
Germany. At B+S GmbH, he learned about
different innovative technologies for the op-

timisation of production processes and now
wishes to invest several million euros in B+S
‘German participants
willingly share their
prising 21 execu- Professional and
tves from small Personal experience
to extremely large With others. They are
companies already  jnterested in long-term
achieved their first  relationships with cus-
concrete successes tomerS and pal’tners

H
and their attitudes
inspire us."

Nadya Damashkan, Damashkan Authentic Furniture
Manufactory, Moldova

products.

The group com-

during their time
in Germany. They
arrived highly

motivated and well

German companies in Be-
larus; others first wished to
analyse the German market.
Yet they all benefited from
the professional mediation
of expertise and also ac-
quired personnel manage-
ment skills for their own
company, for example.

Overall, the group was
impressed by how many
German executives from

prepared for the

Manager Training Programme in the early
summer. Most of the entrepreneurs were
interested in purchasing German tech-
nology and setting up representations for
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medium-sized ~ companies
got involved in the business operations
themselves on the one hand and with the
high degree of responsibility delegated to

employees on the other. ‘German manag-

ing directors are inspired by their visions
— they do all in their power to achieve
their aims and motivate their employees
to a large extent in this way, summarises
Thar Bakhanovich from the telecommuni-
cations industry. For their part, the guests
from Belarus and Moldova were highly
motivated and so enthusiastic that they
even spontancously decided to help out
during the catastrophic flooding in Sax-
ony-Anhalt.

Inga Markwart is a programme manager
at DMAN in Celle, where she is responsi-
ble for planning and coordinating qualifi-
cation programmes for participants from
Central and Eastern Europe, the Baltic
States, the CIS States and Asia. She
gained marketing and event experience
in the industrial sector.
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Recycling as the First Step Towards =

Sustainable Management

This summer, Egyptian executives came to Germany as part of the Manager Training Pro-
gramme (MP) for what was the third time. From 9 June to 6 July, 20 executives received
training at the Carl Duisberg Centres in Cologne and Berlin.

Cologne. The participants from the tex-
tiles, leather, mechanical engineering and
plastics industries had high expectations
of the programme. They saw themselves
as ambassadors for their country during
difficult times. They sought to make clear
to the German companies they visited
that investments in and cooperations
with Egypt are particularly worthwhile at
the current point in time. The consensus
was that ‘Egypt is relatively close to Ger-
many, and favourable customs import
regulations are currently in place’ While
the Egyptians sympathised with their
German hosts about the lack of sunny
summer weather in June, they were far
more interested in how and why German
SMEs are able to assert themselves so
successfully on the global market.

During company visits, the focus was
often on the subject of process optimi-
sation. The visit to BPW Bergische
Achsen KG in Wiehl some 50 km to the
cast of Cologne left a particularly good
impression. With more than 12 million
axles sold and around 100 patented in-
ventions, BPW is the market leader in
Europe. The Egyptian guests were im-
pressed how independently the skilled
workers operated the highly complex
machinery without supervision by a fore-
man. For them, this was an example of
efficient processing and employee moti-
vation. They immediately considered and
discussed whether this was also feasible
within Egyptian companies. The par-
ticipants also found its remarkable how
clean and orderly the production halls

were, and the care with which each in-
dividual employee would ensure that all
waste was collected and recycled.

This motivated Adel Zaki to pursue one
of his ideas further. His company, Boraq
for Electronic Industries, manufactures
electronic components in Cairo. He was
already extremely interested in recycling
prior to his visit to Germany - to recycle
waste at his company, but also to establish
a new line of business. While recycling is
still rare in Egypt, Zaki believes that it
will become increasingly important in
the future in light of the growing scarcity
of raw materials. During a meeting with
an expert from Duales System Deutsch-
land GmbH, he discussed the export of
recycled waste from Germany with the
aim of setting a Duales System plant up
in Egypt. Besides household collection,
commercial recycling management and
efficient, environmentally-friendly recy-
cling of packaging and electrical dev-
ices also count among Duales Systems’
fields of expertise. Zaki also met with
a representative from Remondis for a
one-on-one discussion to sound out the
opportunities for a cooperation in waste
recycling and incineration. Negotiations
for a possible cooperation have been
under way since their initial contact. The
contacts established in Germany also led
to cooperation negotiations for other
participants, most of which are to now
be continued in Egypt. i

Mareike Droge is a project leader, trainer
and coach at Carl Duisherg Training
Center in Cologne and is responsible for
the preparation and implementation of
the Manager Training Programme. She
has 25 years of experience in working
and negotiating with participants from
about 50 different countries.
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‘30 Companies
in 30 Days’

The extractive industry is one of the most significant growth
sectors in the world. Mining companies in Russia, Kazakh-
stan, Kyrgyzstan and Uzbekistan are benefiting from this.
What'’s more, they rely on material handling technology from

German manufacturers.

Cologne. Igor Haritonov is satisfied. In
June 2013, the Russian businessman left
his desk in Siberia and spent a month in
Germany secking out partners for cooper-
ation and ideas for his company. Just be-
fore the end of his trip, he takes a first look
at what he achieved: ‘T got to know more
than 30 German companies in less than 30
days’ He intends to systematically evaluate
and follow up on the contacts he made af-
ter he returns home. Haritonov is respon-
sible for planning and systematisation in
the big — even by Russian standards — coal
extraction company the ‘Siberian Coal
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Energy Company.
He is convinced
that:  “These
companies are
potential part-
ners for us.

However,  possible

partnerships  with  German
companies were not the only outcomes of
Hartinov’s training 6,000 kilometres away
in Cologne. He also got to know German
corporate culture better and can envisage
how he could incorporate elements of it

into Russian com-
panies. He found the training
courses on intercultural management
and ‘How to do business with Germany’
particularly interesting. They give him a
solid foundation for his negotiations with
German companies. This positive feed-
back was also shared by the rest of the par-
ticipants in the training group who were
guests at the Carl Duisberg Centres in
Cologne. The 24 executives from middle
and upper management represented
mining companies from Kazakh-
stan, Kyrgyzstan, Russia and
Uzbekistan.

Growing Demand for German
Mining Technology

German companies have an excellent
reputation as business partners in Eastern
Europe and Central Asia: they are syn-
onymous with innovative technologies,
high quality and reliability in particular.
Suchriddin Nigmanchanov, CEO of the

Uzbek company ‘Agro

Provision’ and a participant

in training in Germany, saw this

for himself. One of the companies he
visited was the machine and plant engi-
neer BHS-Sonthofen and he was quickly
convinced by the high quality of the man-
ufacturer’s products and services. Nego-

tiations on the purchase of crushers are
already underway. These machines could
produce building sand, which is urgently
needed in Uzbekistan. Nigmanchanov’s
conclusion: ‘After taking part in the pro-
gramme, cooperation seems much easier,
even with other German companies.

Great interest in commercial
agreements with German com-

panies is also based on the dy-

namic way in which the extractive
industry is currently developing.
Thanks to the increasing global popula-
tion, and increasing demand for better
quality of life at the same time, demand
for raw materials is continuing to grow.
Companies that produce and process raw
materials in the producer countries can
benefit from this, as can German man-
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ufacturers of
mining ma-
chines and
safety tech-
nology. This
is because it is es-
sential for producer countries
to optimise production pro-
cesses and to adapt to new mar-
ket developments. For instance,
coal prices are currently falling
and competition on the raw ma-
terials market is growing. ‘So the
use of new technologies and innovative
machines plays a very significant role;
confirms Eduard Nikitin, Deputy CEO
of the large-scale enterprise “Zarechnaya’
from Kemerovo, Russia’s most important
coal-producing region.

All participants were convinced that pros-
pects look good for further partnerships.
However, the month-long training course
was just the beginning. “The programme is
far from over), recognises Jorg Kalmbach
from the Carl Duisberg Centres, who ac-
companied the entreprencurs from East-
ern Europe and Central Asia for a month:
“The real work is only just beginning!?
Haritonov and his colleagues see things in
exactly the same way and are excited to see
which of their many contacts will lead to
tangible successes. Hl
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Well Prepared for Siberia

German executives travelled to Siberia for what was already
the third time to learn more about an exciting, growing
market and to establish contact with Russian companies.
However, before flying east, the German business people first
had to return to school. GIZ taught them all about the country
and its people. For ‘Good preparation is essential’. Sinan

Sat from the leading German newspaper, the Westdeutsche
Allgemeine Zeitung (WAZ), accompanied the German delega-

tion. A travel report.

Markus Szirmay straightens his tie and
smooths down his jacket. He didn’t get
much sleep last night and is a little tired.
There’s no time to rest now though. Szir-
may has a date. Indeed, if everything goes
to plan, it will be the first of many. He
takes a deep breath, focuses and enters
the large conference room of a hotel in
Novosibirsk. Fifty men and women sit in
rows with catalogues spread out in front
of them, waiting for the event to begin.
Buyers and sellers, producers and service
providers, meat manufacturers and gui-
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tar retailers from Germany and Russia are
meeting here for a speed dating session.
They have 15 minutes to convince their
conversation partner of their product
before moving on to the next table. Szirmay
has travelled thousands of miles to parti-
cipate in this event. He knows that first
impressions are crucial. The German entre-
preneur is well-prepared: he participated
in a three-day seminar on Russia before-
hand and has familiarised himself with the
Russian corporate culture. He greets poten-
tial business partners in Russian.

The qualified engineer wishes to sell in-
dustrial fans in Siberia. He knows the
Siberian market. In 2010, he was one of
the first German entrepreneurs to parti-
cipate in the Manager Training Pro-
gramme aiming to improve trade relations
between Germany and Siberia. Sixty-five
German entreprencurs have since visit-
ed Siberia alone — 300 in total across the
entire country. Around 70 per cent of
the companies to participate in the pro-
gramme have enjoyed long-term business
relations with Russian partners ever since.

Growth opportunities in Siberia

‘Siberia in particular harbours huge
growth potential for cooperation between
German and Russian companies. In the
past, the focus of German industry was
not really on the east of Russia that is
rich in raw materials, but this is gradually
changing, confirms Olga Kolesova, who
organises the training programme in Sibe-
ria on behalf of the Russian government.

Kolesova seems pleased. The last of ten
dating rounds is just coming to an end.

Hundreds of business cards have been
exchanged and around 200 discussions
conducted. In a few months time, the
Russian will inquire how many business
deals were ultimately concluded. Last year,
around 20 contracts were signed after the
contact forum.

Markus Szirmay is also pleased. ‘Not all
of the companies of interest to me were
present, but I still had a few good discus-
sions. I have a good feeling with one of
them. I think they will contact me soon,
the 50-year-old predicts. He wants to sug-
gest recruiting new staff, who are familiar
with the country and language, for sales
in Russia to his company’s management
team upon his return. After all, he learned
in the preparation seminar how highly
Russian business people value having a di-
rect contact with whom they can build a
relationship of trust. “That’s where we have
fallen down in the past; Szirmay says.

Benefit from the experience of others

He loosens his tie and scans the pro-
gramme. The German delegation will visit
the window frame manufacturer Veka Rus
next. The company has its headquarters in
Sendenhorst in North Rhine-Westpha-
lia. Since 2004, Veka has also produced
in Novosibirsk though. ‘For logistical re-
gions, the location was an ingenious de-
cision reached by company management,
explains site manager Andrei Yermakov.
‘As the market leader, we deliver to the
entire east of Russia from here. The lawns
outside the gates to the modern company
building are neatly mown and the Ger-
man and Russian flags flutter in the mild
Siberian late summer breeze. On the other
side of the road is a vast industrial com-

Press mnference in Kemerovo

plex with smashed windows. The building
looks like nothing has been manufactured
there since long before the fall of the
Soviet Union. The building is actually
used by a Russian company that manufac-
tures fodder for pigs. Yermakov is aware
of the stark contrast and the thoughts
and doubts they raise in the German en-
trepreneurs. ‘Cleanliness, order, safety —
all in line with the German role model,
he states without even being asked, and
invites the German entrepreneurs on a
two-hour tour of Veka Rus. When the
two hours are over, they are all convinced.
The German company’s investments have
been worthwhile. The plant featuring
machines ‘Made in Germany’ operates
efficiently. “You shouldn’t be put off by
the surrounding area. Good, efficient pro-
duction is clearly also possible in Siberia;
one German entrepreneur concedes.

Contact with decision-makers

The delegation boards the bus again. They

are expected at their next meeting. The
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governor of the Novosibirsk region, Vasily
Yurchenko, has invited them. ‘“These are
advantages that only this programme can
bring; tells Alex Renner, who is participat-
ing in the training on behalf of a German
consulting firm. “You meet decision-mak-
ers from the fields of politics and business
that it would not be as easy to come into
contact with otherwise, and good contacts
are the be-all and end-all in business.

On the way to the government building,
Markus Szirmay receives an email. His
conversation partner from earlier in the
day with whom he said he had a ‘good
feeling’ wishes to know more about the
industrial fans. The German is pleased.

After the meeting with the governor,
Markus Szirmay returns to his hotel. Ano-
ther long day lies ahead of him and the
other entrepreneurs tomorrow. Some will
travel to Altai, a region characterised by
mechanical engineering and agriculture;
others to Tomsk, which is rich in mineral
oil and natural gas. Szirmay will visit the
mining region of Kemerovo, where the
engineer believes he will be able to find
people interested in his industrial fans. W

Sinan Sat is a trainee at Westdeutsche
Allgemeine Zeitung (WAZ), which has its
headquarters in Essen. The trip to Siberia
was his first Russian experience.
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‘Fit for Business with China’
Successfully Continued

- i

German entrepreneurs were guests in Chengdu and Taicang for two weeks. There they famil-
iarised themselves with the current market situation and established business contacts with

Chinese companies.

Chengdu/Taicang. After the success of
the previous year, the second group of
executives from the middle and upper
levels of German companies travelled to
China in September 2013 to take part in
training — at the invitation of the Chi-
nese government. The programme ‘Fit for
Business with China’ was implemented in
close cooperation between the Chinese
partner China Center for Promotion of
SME Development (ProSME) and the
Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ) GmbH.

Diverse possibilities

Whether in  Chengdu in Western
China (Sichuan Province) or Taicang on
the east coast, market possibilities in the
second largest economy in the world are
very diverse, and the corporate culture
and business practices are entirely differ-
ent from those in Germany. Recently 12
executives from German companies in
the sectors of trade and services, mechan-
ical engineering, timber and the chemical
industry gained a direct impression and
established initial contacts with potential
Chinese partners.
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These two intensive weeks required
thorough preparation. The Programme
participants therefore received two days
of training at GIZ in Bonn at the begin-
ning of September. There they not only
familiarised themselves with the current
situation regarding business with China,
but also took a good look at the particu-
larities and differences in communication
and contract negotiations. This seminar
contributed largely to the success of the
Programme in China.

The Chinese organisers from ProSME and
the authorities in the economic develop-
ment zones in Pujiang near Chengdu and

in Taicang had prepared an intensive and
ambitious programme. Expert seminars
were combined with visits to Chinese and
German companies.

A look behind the scenes

During the expert seminars, €.g. on inter-
cultural business communication, conduc-
ted by Professor Pan Yaling, or on the eco-
nomic development zones in Pujiang and
Taicang, the German participants received
first-hand information and discussed rele-
vant topics with Chinese experts. Among
the company visits, the visit to the Chinese
automotive component supplier CSDK
Brand New Future made a lasting impres-
sion. The 34-year-old owner and managing
director provided interesting insights into
the business practice of a Chinese com-
pany. Local German companies, e.g.
BOSCH DPackaging Technology, Herr-
mann Ultraschall or E.G.O., provided infor-
mation on their experiences and approaches
in building up business activities in China.

Visits to the German consulates general
in Chengdu and Shanghai as well as the
Chamber of Commerce Abroad in Shang-
hai rounded off the programme. There the
German guests discussed current economic
developments and market possibilities
and risks with experienced experts on
China. Plans for long-term
business activities were also a
result of the Programme. All
of the German participants
assessed the prospects for
future activities in China as
being good. One representa-
tive of a consulting company
was particularly successful;
he was already able to sign
two cooperation agreements
during the Programme. W

Ukraine: New Partner
Networks in the Regions

A new network is being launched that aims to bring
together government representatives, business associa-
tions and graduates of the Manager Training Programme
(MP) in the Ukraine within the framework of the ‘Fit for
Partnership with Germany’ programme. A workshop was
held at Karazin Kharkiv National University at the start of
June 2013 to this end. The event set a precedent: the idea
of a partner network has already inspired other Ukrainian

regions to follow suit.

Seminar in Kharkiv

Kharkiv. The selection interviews held
in Kharkiv in June went unusually well.
Three times more participants from the
Kharkiv region will travel to Germany in
autumn 2013 for the ‘Fit for Partnership
with Germany’ programme than in the
past four years combined. This success
cannot only be attributed to a workshop
held immediately beforehand that aimed
to establish a new partner network. The
‘Cooperation for Development’ confe-
rence that took place in Kiev in March
2013 also helped boost interest in the
programme. The idea for the new partner
networks in the regions was developed at

the event. They should bring the Ministry
of Economic Development and Trade of
Ukraine, the regional authorities, business
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associations and ultimately the graduates
of the GIZ programme together within a
network and bundle their expertise. The
partner networks should not only stimu-
late the German-Ukrainian economic
cooperation and the regional economy
but also draw attention to the MP in the
Ukrainian business world and raise aware-
ness of it in the regions.

Kharkiv: strong signals for an improved
network

The workshop itself triggered the launch
of a pilot scheme for the development of
partner networks in the Ukrainian re-
gions. The event venue was chosen deli-
berately: not only is Kharkiv one of the
country’s leading economic and scienti-
fic regions. There is also no shortage of
manpower here: representatives from the
German Centre in Kharkiv, the Econo-
mics Ministry’s regional working groups
(RAG) and the Department of Econo-
mic and International Relations of the
Kharkiv regional administration have
joined forces to form a committed core
group with strong regional networks and
expertise. They identified workshop par-
ticipants from whom they could expect
personal commitment and enthusiasm
for promotion of the MP in the Kharkiv
region. Decision-makers from local auth-
orities, the local chambers of commerce,
business associations and MP alumni took
up the invitation.

The participants defined their own con-
crete interests in the MP and common
approaches for development of the part-
ner network. The specific characteristics
of the Kharkiv region played an important
role in this. MP alumni shared details of
the training in Germany and the benefits
for their businesses. The potential key
players determined their roles and pos-
sible contributions to set-up and develop-

ment of the network. The workshop par- P
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P ticipants agreed the focus of the partner

network’s activities in the Kharkiv region
and planned the first steps. The future
partners then discussed the question of
what difficulties could hinder successful
implementation of the MP in the Kharkiv
region and how these could effectively be

remedied. The problem of a lack of coor-
dination was already solved during the
workshop: in future, the network will be
coordinated by Olga Bolibok and Dmitri
Koltchik from the German Centre in

Kharkiv.

A source of inspiration: the ‘Cooperation
for Development’ conference in Kiev

The workshop in Kharkiv is just one
example. The conference in March also
triggered the launch of a multitude of
initiatives in other Ukrainian regions.
Khmelnytskyi and Dnipropetrovsk are
planning their own partner networks and
other regions are expected to follow suit.

The discussion on the overall potential of
the ‘Fit for Partnership with Germany’
programme and better use thereof for-
med the focus of the alumni conference.
The conclusion: cooperation between
MP graduates, authorities, RAG and pro-
gramme coordinators should be inten-
sified. Depending on the region and
interests, different partners can brought
together in networks (e.g. at chambers of
industry and commerce, universities, busi-
ness and company associations). Both the
MP and economic development in the
regions stand to benefit from this. i

Azerbaijan’s Emerging Economy also
Needs German Partners in the Future

Targeted economic promotion is a milestone in the strategy for economic growth in Azerbaijan.
Here the exchange of experiences through the Manager Training Programme (MP) of the German
Federal Ministry of Economics and Technology (BMWi) plays an important role. The Azerbaijani MP
alumni association develops existing projects further and promotes the establishment of stable
Azerbaijani-German cooperation. An overview by Tejmur Achundov and Schamil Afandijev.

With a share of 43 per cent in gross
domestic product, the petroleum sector
is extremely important for Azerbaijan’s
development and its integration into
the global economy. The development of
already existing and new petroleum and
natural gas deposits, the integration of
Western investors and experts, the con-
struction of new petroleum and natural
gas pipelines, the consolidation of the
State Oil Company of Azerbaijan and the
establishment of the State Oil Fund are
among the most important areas of focus.
At the same time, the so-called non-oil/
non-natural gas sector, for example the
production of renewable energy, has also
been developing over the past ten years.

Government support for increased pro-
duction

When Azerbaijan was faced with making
the strategic decision of either focusing
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on the production sector or on tourism,
it chose to promote production. This was
obviously a step in the right direction
because the Central Bank of Azerbaijan
forecasts a growth rate of 11.7 per cent
for 2013, in the non-petroleum/non-nat-
ural gas sector alone. Both medium-sized
companies and large private companies
are responsible for this growth.

Encouraged by the enormous economic
growth in other countries in the region,
many producers are already producing
demanded products in their own coun-
try. Today, Azerbaijan can meet domes-
tic demand for numerous products itself
and expand diverse business activities —
for instance, in the finance or building
sector — into other countries. Special
development programmes run by the
government and favourable loan condi-
tions support the real economy. Indus-
trial estates with tax exemption are being
set up and long-term direct investments
secured. Programmes that are being cre-
ated for the exchange of experiences also
make an important contribution to this
development.

Increased corporate success through
training

Within the scope of the Azerbaijani-Ger-
man Manager Training Programme fin-
anced by the German Federal Ministry
of Economics and Technology (BMWi),
more than 173 Azerbaijani executives
from the most diverse economic seg-
ments have visited German companies to
gather experience and establish contacts.
Most of them came from the private sec-
tor, followed by venture organisations
and government companies. Nearly all
of them were successful in establishing
promising business relationships with
German partners and improving their

own qualifications. Mutual cultural
enrichment is an essential part of the
Programme, and the stay in Germany is
long enough for the participants to gain
a deep insight into social life and become
familiar with the particularities of daily
life. Lively relationships, exchange visits
and communication through social net-
works are an important basis for stable
business cooperation.

The company Embawood (see Journal
1-2012), which manufactures home and
office furniture, is an outstanding exam-
ple. Embawood works

with leading German  In brief:
manufacturers of sys-
tems for the produc-
tion of furniture and
accessories such as
Homag Group, Biirkle
GmbH, Hifele GmbH
& Co. KG, etc. The list
of German partners is million.
growing continuously.
Seven new business

e Currently, 105 German compa-
nies are active in Azerbaijan.

¢ German companies are involved
as contractors in 10 investment
projects, for which the total cost
amounts to more than EUR 460 models of German
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port companies. Due to his commitment
and good negotiation skills, he was able
to conclude agreements with four Ger-
man companies regarding cooperation in
a variety of business fields.

Azerbaijani dynamism met German
thoroughness during the construction of
the Baku Crystal Hall, which was built
especially for the Eurovision Song Con-
test. Elnur Nadjafov, a representative of
the company Alpine Bau Deutschland
AG and directly involved in the building,
summarised the situation as follows at an
alumni meeting: ‘T don’t see any risk of
having to realise future projects just as
fast as the one in Baku. You won’t find
conditions and circumstances like those
we had in Baku anywhere else”

The MP alumni assess the value of the
training as being very high. “The Pro-
gramme helped me to develop a new
perspective on the opportunities trans-
national cooperation offers, and to gain
new ideas for my narrow specialist field,
said Agil Allahverdiev from Azerinshaat-
service, a significant railway and road
construction compa-
ny. Afsana Javanschi-
rova from the largest
Azerbaijani  energy
producer Azerenergy
sums up his experi-
ences: ‘The compar-
ison of the business

and Azerbaijani com-

* According to the results for the panies enabled me
period January to May 2013,

to develop practical

relationships have turnover for foreign trade be- recommendations for
developed just tween Germany and Azerbaijan my employer, And
through the MP, re- amounted to USD 1.066 billion, Ulduz Aslanova from

sulting in contracts
amounting to EUR
1,600,000.  Today,
Embawood is a com-
pany that has devel-
oped dynamically and
with which, for instance, the European
Bank for Reconstruction and Develop-
ment (EBRD) gladly cooperates.

A further successful participant in the
Programme is Mustafa Bagirow from the
Ground Handling Company LLC. His
company is responsible for ground trans-
port within the Azerbaijani airports.
During his stay in Germany, Bagirow
met executives from twelve German air-

which is equivalent to an in- the catering com-
crease of 31.3%.

e March 2012: Opening of the
German-Azerbaijani Chamber of
Commerce Abroad in Baku

pany Clest Bon in
Baku is enthusiastic:
“This Programme pro-
vided the impetus for
many participants,
including me, to become self-employed.
The success stories of German entre-
preneurs inspired me to develop a strate-
gy for my new business field.

Improved cooperation and a positive
image through association work

A group of committed Programme alum-
ni initiated the establishment of an Azer-
baijani alumni association. which con- P
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> centrates on the cooperation between

local and foreign associations, training
programmes, MP alumni and business
associations. In addition, it keeps an eye
on creating a positive image with alum-
ni, government authorities and non-gov-
ernmental organisations. The association
wants to strengthen relations with do-
mestic and foreign business associations,
provide systems for the exchange of in-
formation, and identify and implement
transnational projects. Its areas of focus
include setting up an alumni database
and service offers for those interested. The
continuous exchange of information with
alumni associations in other MP partner
countries rounds off the association work.
Thus, the Azerbaijan alumni association
sees itself, so to speak, as a continuation of
the MP on a broader level.

Without doubt, Azerbaijan’s emerging
economy needs experienced, highly de-

veloped partners such as Germany in
the future, too. And the political and
economical decision makers are ensur-
ing positive framework conditions: the
Azerbaijani-German Chamber of Com-
merce Abroad is number two in the CIS
behind the German-Russian Chamber of
Commerce Abroad in Moscow. Through
its work, the Azerbaijani-German work-
ing group for trade and investment is
attracting more and more German inves-
tors. Since 1996, the German Academic
Exchange Service has granted over 360
different scholarships to Azerbaijani
students for their studies in Germany.
Large German banks — Kreditanstalt fur
Wiederaufbau, Commerzbank and the
Sparkasse — also already have branches in
Azerbaijan.

Without government support, but also
without numerous personal initiatives,
the successes achieved so far would not

First Euro-Asian Forum
of the Business
Communities

The Consortium ‘Sibir’ held the First European Forum of the

Business Communities from 25 to 27 April with the support of

have been possible. The good coopera-
tion is noticeable at all levels. Every con-
tract signed, every conference organised,
every Azerbaijani student who applies
for a German scholarship, every German
tourist who visits Azerbaijan enriches
and intensifies the relationships between
the two countries. il

Tejmur Achundov is director of the
department for bank cards and electronic
services at ATABANK 0JSC and a mem-
ber of the management team of Baku
Language and Business School (BLBS).
He completed his MP training in Germany
in autumn 2009.

Schamil Afrandijev is director of the
branch of Orchid Financial Services Ltd. in
Azerbaijan and participated in the MP at
Europanorat in Berlin in summer 2012.

GIZ and the French partners. The goal: to identify new opportunities
and instruments for successful cooperation in the globalised

business world.

Novosibirsk. More than 120 participants
and alumni of the Russian President’s
Programme and the Manager Training
Programme (MP) of the German Federal
Ministry of Economics and Technology
(BMWi) followed the invitation. Besides
representatives of nine Russian regions,
alumni from Azerbaijan, Belarus, China,
France, Germany, Kazakhstan, Kyrgyz—
stan, Moldova, Turkmenistan, Ukraine and
Uzbekistan attended.
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Alumni organise a forum for alumni for
the first time

The event was a great occasion for the
alumni and a milestone in the alum-
ni work of the Deutsche Gesellschaft
fir Internationale Zusammenarbeit
(GIZ) GmbH. For the first time, alumni
planned and organised an international
forum for other alumni. They coordi-
nated and realised their own ideas with

the representatives of the donor countries.
For over 10 years now, GIZ has prom-
oted the development of the alumni
associations in Russia, planned events
and carried them out together with the
associations.

GIZ and its experts also supported the
organisers in preparing and conducting
this forum — but the initiative and the
entire responsibility were in the hands

of the consortium ‘Sibir’. While the No-
vosibirsk association ‘Lider-Ressurs’ was
in charge, all decisions were made by the
consortium together with the alumni
associations and the Regional Resource
Centres from Kemerovo, Omsk, the Al-
tai region, Tomsk, Krasnojarsk, Buryatia
and Tyumen. The consortium was occu-
pied for almost halfa year with the prepa-
ration of the event and was able to gain
renowned backers. The representatives
of the President for the West Siberian
administrative district, the government
of the Novosibirsk region, the Regional
Resource Centre, the French Embassy
in the Russian Federation, the German
Consulate General in Novosibirsk, the
German Federal Ministry of Economics
and Technology, the German-Russian
Management Network eV. and GIZ
were involved as partners.

Strong significance of the MP for eco-
nomic cooperation

In their welcoming addresses, an emplo-
yee of the German Consulate in Novosi-
birsk and a BMWi representative empha-
sised the significance of the MP and the
alumni activities for Russian-German
cooperation. The networks among the
MP alumni from various countries are an
important aspect of the alumni work of
GIZ - the forum was successful in com-
mencing and implementing them. There
were also numerous discussions on social
and economic topics in different discus-
sion groups, in which the relationship
between government, business and soci-

ety were examined. Viktor Tolokonskij,
the representative of the President of the
Russian Federation, emphasised the will-
ingness for cooperation and confirmed
the great potential of the alumni associa-
tions for the development of society and
entrepreneurship in Siberia. As social
organisations, the associations make an
important contribution to the improve-
ment of the business climate and the
locational factors. This makes them pro-
moters of interregional and international
cooperation.

Round table on joint action and social
projects

The representatives of the alumni asso-
ciations from eleven countries took the
opportunity to exchange ideas and dev-
elop joint projects. On the third day of
the conference, there was a round table
discussion on the working experiences of
alumni associations in seven countries.
Representatives of the seven Siberian
associations reported on their projects
and their social commitment. It was
clear from all contributions that lobby-
ing work and maintaining contact with
alumni are very important. Sergej Tsch-
esnokov from Novosibirsk summarised:
‘We know that our own people are
everywhere so that we receive support
wherever we need it’.

In addition, projects were presented
that focus on the social responsibility
that companies have towards society.
For instance, a representative of the as-
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sociation in Tyumen reported that its
members geared their company policy
to a fair future for the people in the re-
gion. In Tomsk, the alumni have laid
out a so-called ‘Tree-lined Walk of the
Alumni of the President’s Programme’ in
a park - as sponsors, they have planted
trees and placed benches. Many associa-
tions support pensioners, those in need
or children with behavioural problems,
are involved in work supporting homes
for children or visit schools as discussion
partners. There they conduct regular
discussion rounds on the topic of ,entre-
preneurship® and provide information on
how to become successful in business. For
Oleg Scheludjakov from the Altai region
there is nothing more interesting than
discussing the future with young people.
The alumni associations in Novosibirsk
and at Lake Baikal are also active in the
fields of ecology and the environmental
education of young people. Alumni spar-
takiads take place every year, in which the
families of the alumni of the President’s
Programme also take part.

The representatives of the Uzbekistani
alumni association, which was established
only a year ago, also presented two proj-
ects. One project is concerned with envi-
ronmental protection and the other with
the integration of competitive athletes
into working life. The participants in the
round table intend to strengthen their co-
operation, invite each other to events and
plan joint projects. They have gained im-
portant impulses for these future activities
from this conference. il
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Foreign Trade of the MP Partner
Countries with Germany (2012)

Source: German Federal Statistical Office (Published on October 30, 2013)
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IN FOCUS

In Focus:

The Mittelstand

In this edition of the journal, the focus is
on the Mittelstand as well as on small and
medium-sized enterprises (SMEs). While
these terms are often used interchange-
ably, marked differences do in fact exist
between the two. Indeed, there are even
different definitions for the term ‘SME’:
the Institut fiir Mittelstandsforschung (IfV)
Bonn sets different size limitations than
the European Commission, for example.
While the IfM defines an SME to be a com-
pany comprising less than ten employees
with annual turnover under EUR 1 million,
according to the European Commission,
SMEs can comprise up to 50 employees
and generate annual turnover of up to
EUR 10 million. Both the IfM and European
Commission specify annual turnover of up

to EUR 50 million for medium-sized busi-
nesses, however the former stipulates a
maximum of 500 employees and the latter
just 250. For recognition as an SME by the
European Commission, the company must
still be independent.

Facts and figures alone are not sufficient to
describe the phenomenon of the ‘German
Mittelstand’. The term ‘Mittelstand’ com-
monly used in Germany can be defined
according to quantitative criteria for SMEs
and qualitative criteria for family business-
es. Hence its definition is somewhat broad-
er than that for ‘SMES’. Companies with
more employees can also be considered
part of the ‘Mittelstand’ as long as they are
independent. Many family businesses and

The Heart of the
Economy

According to the German Federal Ministry of Economics and
Technology (BMWi), small and medium-sized enterprises
(SMEs) form the heart of the German economy. Be it the
manufacturer of scaffolding systems, specialist for flavourings
in the food industry, or provider of business software: while
many are well-known within their industry, their names tend
to feature on the front pages of the daily papers only rarely.

In Germany, there are around 3.6 mil-
lion such medium-sized companies and
just a few thousand large ones. Small
and medium-sized companies contribute
just over half (51 per cent) of the overall
economic performance in Germany, and
almost 61 per cent of the total workforce
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is employed at a medium-sized company.
The sound state of the German economy
compared to that of other countries can
thus largely be attributed to the success
of the medium-sized companies in Ger-
many. It is therefore no surprise that the
so-called ‘German Mittelstand’ or ‘Le

tradition-rich companies form part of the
Mittelstand and also remain loyal to the
corporate culture of the Mittelstand when
they are larger than classic SMEs. The com-
bination of liability and activity, a long-term
corporate strategy and strict orientation
to the profitability principle — this mental-
ity characterises the ‘German Mittelstand’
irrespective of the company’s size. SMES
make a substantial contribution to econom-
ic growth, innovation and employment. The
Mittelstand is characterised by its diversity:
young company founders, tradition-con-
scious family businesses, migrants with
entrepreneurial spirit, reliable service pro-
viders, visionary inventors, high-precision
craftspeople — the Mittelstand is driven by
a multitude of different people and ideas.

German

mittelstand allemand’ is a source of much
wonder but also of admiration and recog-
nition in many countries. The aim of the
German Mittelstand policy is for small
and medium-sized companies to remain
innovative and successful in the future, to
create jobs and to contribute to growth
and prosperity.

Quality and reliability are the competitive
advantages

Mittelstand companies are spread across
the country and have often been deeply
rooted in their region for several genera-
tions. Despite their regional roots, many
are also active on an international level:
according to the SME panel 2012 of the
Kreditanstalt fiir Wiederaufbau (KfW),
around one quarter of all Mittelstand

companies sold their products far from
their home country. These companies are
highly competitive, frequently the world
leaders in their field and therefore con-
tribute to the export strength of the whole
economy. Around one fifth of German
export turnover is generated by SMEs.

The highest quality and reliability in
production and delivery processes are
the key characteristics with which Ger-
man products score points in the in-
ternational competition;  particularly
products and services from the manu-

Export turnover of small and medium-sized
enterprises in Germany (EUR billion),
2000-2010 development
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Source: Federal Statistical Office (Destatis); small and

medium-sized enterprises = companies with annual turnover

of less than EUR 50 million

3.6 ml||IOn small

and medium-sized busi-
nesses exist in Germany

facturing industries are popular on the
global markets. The overseas activities of
the German Mittelstand are by no means
a one-way street though: high-quality
products and services are not only sold
overseas. According to a survey conduc-
ted by KfW and Verband der Vereine
Creditreform eV., SMEs also benefit
from the international exchange of ideas,
whereby they gain new impetus for the
research and development of their own
new products. This can give rise to clear
productivity gains and thus further ad-
vance the development of competitive
advantages.

Innovations are the key to success — in
Germany and overseas

According to Kf' W, companies from the
manufacturing industry as well as re-
search and development-intensive com-
panies are particularly committed to
foreign trade — and this to great success,
which once again highlights the signifi-
cance of innovations for business success.
Germany recently moved up two places
to fourth place in the World Economic
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The ‘German Mittelstand’
Initiative

Despite the difficult conditions in recent
years, the German economic model

is a success and remains robust. One
explanation for this, which is also often
used by foreign media, is the productive
and innovative German Mittelstand: a term
with a positive connotation in German. In
this context, German Economics Minister
Dr. Philipp Rosler presented the German
Mittelstand initiative in February 2012,
which aims to help (innovative) German
companies to establish themselves more
firmly on European and international mar-
kets. German medium-sized companies
are able to use the initiative’s logo in their
PR campaigns. Several German business
associations (including the Association

of German Chambers of Commerce and
Industry (DIHK) and Federation of German
Industries (BDI)) have expressed an interest
in helping to spread the use of the German
Mittelstand logo.

The initiative aims to:

e Establish the term Mittelstand more
firmly abroad as a concept and mark
of quality for small and medium-sized
businesses from Germany.

e Support the Mittelstand in market pene-
tration and provide German companies
with a universal logo to use in their
communication under the umbrella of the
German Mittelstand initiative.

¢ Present the Mittelstand as a driving
force for innovation. The high number
of 115,000 innovative and 34,000
research-based companies confirm Ger-
many is a nation of inventors, ‘techies’
and engineers.

e Help in the recruitment of skilled labour
by boosting recognition overseas of the
Mittelstand as an employer and better in-
forming immigrants of work opportunities
in the ‘German Mittelstand’.

Forum’s ranking of global competitive-
ness. This does not conceal the fact that
competitiveness has become more in-
tense overall.
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Proportions accounted for by small and medium-sized enterprises in all companies in Germany

99.6%

83.2%

60.0%

51.8%

37.8%

Companies Trainees

Employees

Value-added Turnover

Source: Institut fiir Mittelstandsforschung (IfM) Bonn, companies with fewer than 500 employees or annual turnover of
less than EUR 50 million. For trainees: companies with fewer than 500 employees

» And yet for most German Mittelstand
companies, the strongest competitors are
— other than perhaps assumed - often lo-
cated in close proximity. The competitive
pressure from overseas is also growing
though; according to surveys conducted
by Kf'W, particularly from Central and
Eastern Europe but also from Western
Europe and Asia. To keep pace with the
competition both within Germany and
worldwide, the companies must consis-
tently develop their competitive advan-
tages. This means increasing the quality
and efficiency even further. The develop-
ment of new processes and products are
an important requirement here.

Create more space for new ideas

This is an important starting point for the
German Mittelstand policy. The German
Federal Government aims to improve
the business environment in Germany to
such an extent that more space is created
for the realisation of new ideas. Within
this, particularly the disadvantages suf-
fered by small and medium-sized com-
panies compared to large ones should be
eliminated. In concrete terms, this means
that to advance innovations, the develop-
ment of new products and business ideas
is supported with countless measures and
specifically with the Central Innovation
Program SME (Zentrales Innovation-
sprogramm Mittelstand — ZIM).

This is also the aim of a range of initia-
tives and campaigns to promote the
establishment of new businesses. The
skilled worker campaign within the
framework of the Mittelstand policy is a
further building block to further develop
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the strengths of the German Mittelstand.
The German Federal Government sup-
ports young businesses in particular with
a multitude of tools to bridge funding
shortfalls in the development and imple-
mentation of new product ideas. After
all, manageable regulations and as little
bureaucracy as possible are also part of
a hospitable business environment. This
is also a key aim of the German Federal
Government’s Mittelstand policy.

Easier access to foreign markets

According to Kf W, a company’s overseas
activities are primarily defined by its size:
thus, larger Mittelstand companies are
significantly more active in the export
market. One further important aim of
the German Mittelstand policy is there-
fore to help SMEs to access new foreign
markets. Upon entering into the export
business, particularly smaller Mittelstand
companies often encounter significant
obstacles. According to surveys conduc-
ted by Kf'W, these are primarily associ-
ated with a lack of legal certainty in the
respective target country, with the nec-
essary administrative costs in the export
business and with the payment behaviour
of the foreign business partner.

It is here that the German Federal Gov-
ernment offers support: its business
development agency, Germany Trade &
Invest (GTAI), makes extensive infor-
mation and advice available to enable a
better assessment of the opportunities
and risks of potential markets. With its
programme to facilitate market access
for SMEs, the German Federal Min-
istry of Economics and Technology

(BMWi) gives medium-sized companies
the opportunity to establish preliminary
contact with potential business partners
locally. The industry-specific export ini-
tiatives in the fields of security technolo-
gy, renewable energies, energy efficiency
and health care also pursue this aim. The
international trade fairs programme of the
German Federal Ministry of Economics
and Technology (BMWi) enables compa-
nies to present themselves, their products
and their services on foreign markets. The
global network of bilateral chambers of
commerce funded by the German Federal
Government also specifically helps SMEs
to access new markets. The Manager
Training Programme is another important
component of the German foreign trade
policy. With its partnership approach, it
helps SMEs from both Germany and the
partner countries to access the respective
foreign market.

51 0/ O of the German

economic performance is
contributed by SMEs

Companies can take advantage of the Ger-
man Federal Government’s export credit
guarantee scheme (‘Hermes Cover’) to
hedge against the risk of defaults on pay-
ments. This is an important tool for the
Mittelstand in particular; almost three
quarters of Hermes Cover is granted to
SMEs. With the investment guarantees
from the German Federal Government,
companies can protect themselves against
political risks in foreign investments,
particularly in developing countries and
emerging nations. The companies of the
German Mittelstand are positioned com-
paratively well. Yet they find themselves
facing stronger competitive pressure and
continuing barriers to trade both in Ger-
many and abroad nonetheless. The aim of
the German Federal Government’s Mittel-
stand policy is to advance innovations in
this context and to facilitate the opening
up of new markets so that competitive
advantages can be developed and long-term
growth and employment ensured. i

Dr Armgard Wippler is
Head of Department for
General Issues of SME
Policy at the Federal
German Ministry of Eco-
nomics and Technology.

Financially Strong,
Innovative,
Export-Oriented

These are the strengths of many small and medium-sized
enterprises (SMEs) in Germany. Compared to its international
counterparts, the German economy has been faring well for
years now. An important factor in this success is the ‘German

Mittelstand’.

According to estimates by the Institut fiir
Mittelstandsforschung  (IfM) Bonn for
2012, approximately 99.6 per cent of the
total of 3.7 million companies in Germany
are an SME. With 21 million employees and
an 80 per cent share in the total workforce,
they are the country’s largest employer, train
some 1.3 million young people in the dual
vocational training system and thus secure
the skilled workers of tomorrow. What's
more, with a net share in the value-added
of almost 52 per cent, the SMEs make a key
contribution to the success of all German
companies.

High equity ratio secures financial inde-
pendence

Financially, the German Mittelstand is ex-
tremely sound, as the company survey con-
ducted by Kf W in 2013 shows. Almost 84
per cent of Mittelstand companies asked
stated that in 2013, their equity ratio had
remained constant (40.3 per cent) or in-
creased (44.4 per cent) compared to the pre-
vious year. German small businesses (with
fewer than 10 employees) have developed
particularly well over the past year. Accord-
ing to KfW’s SME panel 2012, between
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2005 and 2011, they increased their returns
on sales disproportionately from 9.9 per cent
to 11.4 per cent.

With an equity ratio of 28.1 per cent,
medium-sized companies (with 50 or more
employees) also reduced their reliance on
borrowed capital. SMEs favoured the finan-
cing of investments from equity capital.
Every second euro invested was provided
by the companies themselves. The German
Mittelstand companies consequently enjoy
a strong negotiating position vis-a-vis their
banks. The Mittelstand used bank loans
to finance approximately 29 per cent of its
investment volume, followed by alternative
forms of financing such as public-sector
assistance (11 per cent), mezzanine or ven-
ture capital (6 per cent). According to the
latest KEW survey, reasonable credit condi-
tions and a processing time of a maximum of
13 days are important for the companies.

More than 85.000

SME-employees work in the
research sector

High research investments and cluster
activities

With the sharp increase in the integra-
tion of Mittelstand suppliers into the val-
ue-added chains of large companies, their
need to also develop the products further
together has also grown. Non-university
research institutes, universities and com-
panies are therefore working together
within the industrial research communi-
ty and countless clusters to improve and
develop new products and services. This
enables small companies in particular to
participate in research and development
without having to build up their own
capital-intensive research laboratories.
With this cooperation, the German Mit-
telstand companies also respond to the
international competitive pressure and
increasingly invest in research and devel-
opment. According to the Stifterverband
innovation agency for the German science
system, their investments in innovative
products, services and processes increased
by more than 85 per cent to almost EUR
9.5 billion between 2004 and 2011. This
corresponds with average annual growth
of 9.3 per cent. SMEs afford a stock of
research personnel comprising more than
85,200 employees.
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P Besides the Central Innovation Program

SME (Zentrales Innovationsprogramm
Mittelstand — ZIM) and the support of the
industrial research community, the German
Federal Government has been committed to
cluster promotion for almost 20 years now.
The latest initiative by the German Federal
Ministry of Economics and Technology
(BMWi) known as ‘go-cluster’ supports
the more than 80 high-performance Ger-
man clusters from a variety of industries in
their internationalisation endeavours. The
approximately 6,000 companies of the Ger-
man Mittelstand involved comprise the larg-
est group of cluster members. Many of these
innovative networks strive to obtain the
Gold Label of the European Cluster Excel-
lence Initiative (ECEI). Seven of the 18
European clusters that have been awarded
the gold label are from Germany. To enable
the continued existence of small high-tech
companies and start-ups, the German Fed-
eral Ministry of Economics and Technology
(BMWi) and private investors established
the ‘High-Tech Griinderfonds' (HTGF) in
2005. Together with the two existing funds,
around 250 innovative companies have so
far benefited from risk capital from the fund
of more than EUR 570 million.

Germany has the largest number of hid-
den champions

The success of the German Mittelstand
often goes undetected though, as the com-
panies are active in profitable niche markets
(mostly industrial goods markets) rather
than focusing on prominent branding in the
consumer goods industry. Thus they are re-
ferred to as ‘Hidden Champions’ (c.f. p X).
According to calculations by management
consultant Hermann Simon, Germany
leads the list of ‘Hidden Champions” by a
long way with 1,307 of the more than 2,700
companies worldwide. The worlds largest
national economy, the USA, ranks second
with just 366 companies.

‘Hidden Champions’ employ an average
of 2,000 workers with annual turnover of
EUR 326 million, meaning they tend to be
large companies. However, they also include
countless medium-sized companies; almost
every fifth company employs fewer than 200
people. Some of them are even small compa-
nies, as is the case with Stengel Engineering.
The Munich-based business employs about
ten people and is the worlds leading plan-
ner of roller coasters. Since the company’s
founding in March 1965, it has planned
more than 600 roller coasters and a further
600 amusement rides.

Germany Trade & Invest is the agency
for foreign trade and location marketing
of the Federal Republic of Germany. It
advises foreign companies seeking to
expand their businesses into the Ger-
man market, and supports German
companies seeking to enter foreign
markets with foreign trade information.

Simon attributes the large number of ‘Hid-
den Champions’ in Germany to a whole
host of location advantages: the excellent
dual vocational training
system, the central loca-
tion in Europe and the
strong industrial basis. Re-
gional expertise also plays
a major role. The renowned medical tech-
nology cluster in the town of Tuttlingen
in Baden-Wiirttemberg was established
back in the early nineteenth century when
knife manufacturers increasingly began
to settle there and, according to city re-
cords, the first surgical instruments were

produced here in around 1866. Today the

Returns on sales and equity ratios in the German Mittelstand

Employees Returns on sales (%) Equity ratio (%)
2005 2011 2005 2011
<10 9.9 11.4 16.1 235
10-49 3.6 4.3 18.0 26.6
>50 33 3.7 27.2 28.1
Total Mittelstand 5.4 5.7 22.5 26.9

Source: KIW SME panel 2012
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cluster comprises some 400 mostly medi-
um-sized medical technology companies
with high research and development costs.

Success through exports primarily to third
countries

Simon names the early export orientation of
companies in Germany as one further rea-
son for the many German ‘Hidden Champi-
ons. Today over 40 per cent of German me-
dium-sized companies are exporters. With
97.6 percent of all German export compa-
nies, the almost 345,000 Mittelstand com-
panies form the largest group. In 2010, the
Mittelstand exporters earned approximately
20 per cent of their turnover overseas — more
than EUR 186 billion. Their overseas turn-
over has thus increased by almost 13 per cent
since 2004.

The companies sce themselves as well-
equipped to access foreign markets. Com-
petition mainly comes from within Germa-
ny, as the KEW SME panel 2012 revealed.
According to calculations by the IfM Bonn,
every tenth small or medium-sized business
mainly exports to the neighbouring EU
states. They also benefit from Germany’s
central location within Europe — between
the large trade partner of France and the
emerging economies in Central and Eastern
Europe, whose most important source of
imports is often Germany.

97.6 0/0 of all German export
companies are SMEs

In the long term, the German Mittelstand
increasingly also strives for success outside
of Europe. While the European markets
are largely saturated and no clear stimulus
is therefore expected before signing of the
EU free trade agreement with the USA,
they are increasingly venturing into third
countries. In the BDI SME panel 2012,
more than three quarters of the Mittel-
stand companies indicated plans to con-
centrate specifically on Brazil, China and
Russia in the coming two years. i

Marc Lehnfeld is occupied in Berlin as
Manager Market Surveillance at Germany
Trade & Invest, where he works on anal-
yses regarding the investment location
Germany with the focus on research & de-
velopment as well as the medium sector.
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Small and Medium-Sized Enter-
prises in the Partner Countries

Challenges and prospects in economic cooperation with German and European companies

At the annual conference of the partner
countries of the Manager Training Pro-
gramme (MP) held in Berlin on 5 Septem-
ber 2013, one focus was on development
of the Mittelstand in Eastern Europe. The
German Advisory Group on Economic
Reforms of the German Federal Ministry
of Economics and Technology (BMWi)

shared its experiences.
1. SMEs in the partner countries

The central importance of small and
medium-sized enterprises (SMEs) in Ger-
many is widely known. SMEs contribute
more than 50% of the value added and
are often innovative and export-oriented
companies. A multitude of scientists and
institutes regularly monitor the sector’s
development and develop analyses on the
subject. However, the promotion of SMEs
is also a central concern for political rep-
resentatives and for the German Federal
Ministry of Economics and Technology
(BMW1) in particular.

The role of SMEs in the partner countries
of the Manager Training Programme of

the German Federal Ministry of Econom-
ics and Technology is far less known and,
in part, also not researched systematically.
This particularly applies to the partner
countries of Ukraine, Belarus and Moldo-
va where the German Advisory Group on
Economic Reforms of the German Federal
Ministry of Economics and Technology
(BMWi) has advised high-level govern-
ment officials for many years now. How-
ever, the scientific analysis of the SME sec-
tor should also be restricted in other CIS
countries, including Russia.

The problem does not lie in the defini-
tion of what an SME is — this is generally
very similar in Germany and the EU. It is
in fact the statistical registration of SMEs
that is problematic. The number of SMEs

shouldn’t be overestimated, for example,

SMEs in the partner countries: key data

as there are a large number of inactive
SMEs, which have simply not been wound
down due to regulatory hurdles. In many
countries in the region, winding down a
company is an extrcmely time-consuming
and costly affair. Moreover, special rules
and reporting regulations often apply for
individual enterprises taxed at a flat rate.
Besides the positive administrative relief,
this also has a negative impact on registra-
tion of the scope of activity of individual
companies and on the reliability of statis-
tics on the SME sector though. Indeed,
medium-sized companies are often not
included in the statistics at all.

Despite this concern, several important
insights can be gained into the SME sec-
tor in the CIS countries. Firstly, the con-
tribution of the SME sector to the over-

Proportion of SMEs | Russia | Ukraine | Belarus | Moldova | Germany | EU 27
Companies n/a 99.4% | 942% |97.7% 99.5% 99.8%
Employment 25% 58.1% |27.5% |58.8% 60.9% 66.9%
Value added 21% n/a 22.9% | 28.9% 53.8% 58.4%

Sources: Rosstat, Opora, Belstat, EU, OECD, State Committee of Statistics of Ukraine
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all employment and
particularly value
added is cur-
rently signifi-
cantly lower

than in Ger-

many and the

EU, as is clear

from the ta-

ble above.

Secondly, SMEs

are also mainly active

in the region in indus-

tries with low productivity.

The share of ‘trade and repairs’ in

the SME sector lies at over 40 per cent
in both Ukraine and Belarus. In contrast,
the corresponding share of the ‘processing
industry’ lies at around just 15 per cent
in both countries. This industry structure
explains the lower value added of the
sector indicated above, despite relatively
high employment and a large number of
SMEs.

Thirdly, SMEs in the region are not par-
ticularly export-oriented. This applies
although these countries are extremely
open national economies — as is the case
with most of the partner countries. In
many countries, raw materials and com-
modities — and therefore also large com-
panies — dominate foreign trade.
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It can be concluded

from the above

findings  that

SMEs in the

region  still

harbour a

great  deal

of potential.

This  partic-

ularly applies

to their contri-

bution to value

added and foreign

trade. A sensible app-

roach to better tap into this

potential would be greater coop-

eration between German and European
companies.

2. Challenges and prospects for SMEs in
cooperation with German companies

To identify the prospects of a coop-
eration between SMEs in the partner
countries with German companies, we
considered the

opicl couse - mMOre than 500 million
ot international - sansumers and a GDP of 13.000
billion Euros: the EU-market

cooperation
strategies.

Countless discussions with business rep-
resentatives from Germany and the part-
ner countries have led to the conclusion

that German companies already manufac-
turing locally (Stage 4) represent a realis-
tic opportunity for cooperation with the
SME:s in the partner countries. This app-
lies both to services such as accounting,
tax and legal consulting, transport, and
guarantee and repair services (‘after-sale
services’) as well as to the supply of goods
for the production process. According to
information from many German compa-
nies, scope for improvement exists in the
field of supply in particular. In many cases,
a cooperation with local suppliers was dis-
continued by the German side. As such,
it is important to understand what the
challenges to better exploitation of this
potential are.

One key problem lies in the fact that SMEs
in the MP partner countries often do not
understand what is important in the coop-
eration with German companies. German
companies generally pursue a strategy
in which the focus is not on short-term
gains. Instead, long-term market leader-
ship is aspired to,
which is primari-
ly dependent on
high quality and
stable coopera-
tions. A speciali-
sation in core competences is also of the
utmost importance. Long-term, trusting
and reliable cooperation with German

companies is therefore decisive, including
adherence to deadlines and quality assur-
ance. One central challenge for SMEs
in the partner countries therefore lies in
understanding and acknowledging the
objective and approaches to work of
German companies locally.

However, SMEs in the partner countries
also harbour potential in the export of
goods to Germany and the EU (Stage 1
from the perspective of local companies).
As mentioned above, SMEs in the partner
countries have, to date, only been involved
in foreign trade to a minimal extent. The
prospects are significant, as the EU mar-
ket comprises over 500 million consumers
and has a GDP of EUR 13,000 billion.
One important challenge lies in the cer-
tification and approval of products. Many
partner countries in the CIS region still
have antiquated national standards, which
are not recognised internationally. Com-
panies must obtain additional certifica-
tion for export, which is associated with
considerable costs. However, the planned
Deep and Comprehensive Free Trade Area
(DCFTA) with countries such as Ukraine
and Moldova are sensible approaches to

reduce these costs. One further chal-
lenge for economic policy relates to
currency regulation, which is extremely
stringent in many countries. The out-
come is very high costs for foreign trade,
particularly for SMEs. More efficient
currency regulation is indispensable if
the commitment of SMEs to foreign
trade is to be increased. Finally, there
are also challenges in the management
of SMEs. Knowledge of the markets and
the customer needs in the target country
but especially also language skills are re-
quired in particular to successfully enter
into the export business.

3. Conclusions

SMEs in the MP partner countries har-
bour a great deal of potential. Intensified
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International cooperation strategies: typical course and potential

3. Local
\ sales office 4. Local
2. Cooperation production
with import
agency/
distributor
5. Local
research and
Tt development
(Export)
Gy Partner
country

5. Local 1. Trade
research and (Export)
development

2. Cooperation
4. Loc;_al with import
production agency/
3. Local distributor
sales office

cooperation with German companies
would undoubtedly contribute to bet-
ter exploitation of this potential. The
cooperation with German companies,
who already manufacture locally and are
therefore reliant on services and the sup-
ply of goods, is particularly promising.
However, it is essential for local managers
to better familiarise themselves with the
working methods of German companies.
The Manager Training Programme offers
many managers from the SME sector in
the partner countries the opportunity to
gain valuable experience with German
companies. This ‘learning by doing’ app-
roach is particularly suitable for over-
coming the challenges outlined above
and makes a decisive contribution to the
promotion of foreign trade between the
partner countries and Germany.

However, economic policy and particu-
larly the promotion of SMEs in the part-
ner countries face major challenges. The
advisory groups of the German Federal
Ministry of Economics and Technolo-
gy (BMWi) in the partner countries of
Ukraine, Belarus and Moldova make an
important contribution here to improve-
ment of the investment climate and to the
promotion of SMEs, whereby the eco-
nomic exchange between Germany and
the partner countries is supported.

As such, the Manager Training Pro-
gramme and the high-level advisory
groups are complementary approaches,
whereby both pursue the same aim of
foreign trade promotion. The Manager
Training Programme reinforces the ca-
pabilities of SME managers; the advisory
groups contribute to improving economic
policy and therefore to enhanced frame-
work conditions in the partner countries.

Dr Ricardo Guicci is Managing Director

of Berlin Economics. The focus of his
consulting and research activities is on
monetary and fiscal policy as well as other
financial sector topics. He is active as an
economic policy advisor in Belarus, Ger-
many, Moldova, Ukraine and the Russian
Federation, among other countries.

Inge Toschev was occupied as head of

a department at the German Federal
Ministry of Economics and Technology
from 2003 to 2010 and has extensive
knowledge on the countries of Eastern
Europe, gained over many years. Since
2010, she has held the position of Project
Director in the project Advice for Govern-
ments and acts externally as the group’s
head of policy.

Alexander Knuth gained experience in
consultancy for business start ups and

on the promotion of SMEs in Germany.
Within the scope of the project Advice for
Governments, he has drawn up numerous
recommendations on SME promotion

and the investment climate as well as on
attracting foreign direct investment.
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Germany has been the world’s leading ex-
porter for 10 of the last 25 years, and 2012
marked another record year. Exports - not
domestic demand - sustain Germany’s
economy and low unemployment rates.
Small and medium-sized companies, or,
more precisely, an elite tier known as ‘hid-
den champions; make up the basis of this
success. With 16 such hidden champions
per one million inhabitants, Germany is
well ahead; France, in comparison, has a
ratio of just 1.1, the United States comes in
at 1.2, and Japan at 1.1. So why are there so
many hidden champions in Germany? Ac-

The ,,Hi

cording to my research, there is no simple
answer because there is no single cause. The
success of the hidden champions is due to
a complex set of influences; some are geo-
political, some rooted in family values, and
others are based on technological tradi-
tions that go back centuries.

Germany’s history of small states

Until the end of the 19th century, Germany
was — unlike France or Japan — not unified.
It was a hodgepodge of small states, cities,
kingdoms, and principalities. Companies
in this ‘Germany’ had no choice but to
internationalise quickly if they wanted to
grow. Pascal Lamy, the former president
of the World Trade Organization (WTO)
said: ‘Because Germany was not a nation
in the 19th century, companies went into
international business already then. It is
still paying off today. (Welt am Sonntag,
1.9.2013). The same urgency to interna-
tionalise can still be observed among Ger-
man entrepreneurs today. Hidden champi-
ons start exporting much earlier than their
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foreign competitors, thereby creating fertile
ground for continued growth and export

success.
Traditional skills

Many regions in Germany have long tradi-
tions of specific skills that businesses still
build on today. Clocks have been produced
in Germany’s Black Forest for hundreds of
years — a manufacturing process which re-
quires sophisticated fine mechanical skills.
Today, Tuttlingen, at the edge of the Black

Forest, is home to more than 400 compa-

The power of innovation

To measure Germany’s innovation strength,
one need look no further than the number
of patents per capita granted by the Euro-
pean Patent Office (EPO). If we look back
at the last ten years, Germany has more than
twice as many patents per capita as France,
four times as many as Italy and the United
Kingdom, and 20 times as many as Spain.
In Europe, Germany’s innovative strength
is outstanding and sets benchmarks inter-
nationally.

den Champions"

nies that specialise in medical technology
and, in particular, in the production of
surgical instruments — an area that also
strongly relies on these competencies. Or
take Gottingen in northern Germany:
Why does this small university town have
39 companies, many of which are world
market leaders, in measurement technol-
ogies? The explanation originates in the
mathematics department at the University
of Gottingen, a faculty that was at the fore-
front of mathematics for centuries. Several
of these companies are built on principles
first discovered by groundbreaking mathe-
matician Carl Friedrich Gauss, who served
at the faculty at Géttingen for more than
40 years. Former Siemens director Edward
Krubasik says that ‘Germany uses its tech-
nology base, which stretches back to the
Middle Ages, to be successful in the 21st
century. And Peter Renner, chairman of
Dolphin Technology, itself a measurement
company, says, ‘Germany is still a huge en-
gineering office! Some things really dont
change.

Strong manufacturing base

In contrast to countries such as the United
Kingdom and the United States, Germany
has retained its manufacturing base over
the past decades. Criticised as outdated in
past years, this strategy is now a source of
admiration. The correlation coefficient bet-
ween the percentages of GDP accounted
for by manufacturing and the trade balance
(exports minus imports) is 0.79. Germany
may be old-fashioned in this respect, but its
commitment to this strategy helps explain
its success as an exporter.

Trends in unit labor costs

Throughout the last decade, German
exports have benefited tremendously from
keeping domestic unit labour costs down.
These costs grew only modestly or even fell
between 2000 and 2012. Over that entire
period, Germany’s labor costs rose by only
10.8 per cent, compared to24 per cent across
the Eurozone and 30 per cent in France.

Fierce competition

In his book ‘Competitive Advantage of
Nations’, Michael Porter argues that strong
domestic rivalry is a key driver behind a
country’s international competitiveness.
One third of hidden champions say that
their strongest competitors are in Germa-
ny. These tough domestic rivalries contrib-
ute to the competitive strength of German
companies.

‘Made in Germany’

Believe it or not, the ‘Made in Germany’
label first appeared in the United Kingdom
in 1887 to designate inferior products.
Nowadays, it means just the opposite. This
first-class seal of approval — backed by the
quality of the products themselves — has
certainly contributed to the lasting success
of Germany’s exporters.

Industry clusters

Germany has dozens of industry clusters
that encourage excellence by concentrating

and thei

the best skills worldwide into one region.
Some clusters in Germany have roots that
stretch far back in time, such as Solingen
(the ‘city of blades’), roller bearings in Sch-
weinfurt, lock technology in Velbert, and
pencils in Nuremberg.

Entrepreneurial clusters

In addition to industry clusters, I have dis-
covered countless geographical concentra-
tions of hidden champions from different
industries. Windhagen, a village in the
Rhineland with a population of 4,260,
has three world-market leaders: Wirtgen,
a leader in road-milling machines; the JK
Group (Josef Kratz) in professional tan-
ning beds; and Geutebriick, forerunners in
customised surveillance systems — even the
Kremlin uses their systems, for example.
One finds innumerable strange clusters of
unknown world-market leaders across Ger-
many. What’s happening here? Let’s just say
that entrepreneurship is infectious and con-
tagious. The social infrastructure binding
people together in these regions provides

inspiration for companies to emulate their
neighbours’ successes and become a mar-
ket leader in their own

field.  Germany

is more entrepre-

neurial than many

think, but these en-

trepreneurs remain

hidden.
Regional spread

In  most countries,

intelligence is concen-

trated in hubs — usually

in the capital. Paris, Lon-

don, Tokyo, and Seoul

are just some examples. In

contrast, few countries are

as decentralised as Germa-

ny. Many world-class com-

panies can even be found in Germany’s
rural areas. I see this regional spread as a
huge advantage. Even in the former com-
munist states of East Germany, 45 hidden
champions have emerged over the past two
decades.

IN FOCUS

shorter. Both Tokyo and San Francisco are
less than 11 hours away from Frankfurt.
Germany is also centrally located within
Europe. All of these advantages will be-
come even more important as globalisation
continues to develop.

Keys to Success

Vocational training system

Germany’s unique vocational training
system is frequently named as one of the
reasons for the country’s competitive
strength — and rightfully so. ‘Germany is
well positioned in this area; reported the
OECD in a 2010 study about vocational
training. I have nothing to add to this. We
have seen that other countries are increas-
ingly trying to replicate this distinctive
German model.

Central geostrategic location

Even in Globalia, the globalised world of
the future, the need to overcome distances
and time zones will remain. In this respect,
Germany has unique geographical advan-
tages. From here, you can phone Japan and
California during normal business hours.
This doesn’t work from America to Asia
and vice versa, as the time differences are
10 to 12 hours. From here, you can phone
Japan and the travel times faced by Asian
and American businesspeople are also

Mental’ internationalisation

International business has always required
people to broaden their cultural horizons.
Anton Fugger, the highly successful six-
teenth-century global trader, said, “The
best language is the customer’s language.
Among the large countries of the world,
Germany is at the forefront in terms of
‘mental’ internationalisation. Only smaller
countries such as Switzerland, the Nether-
lands, and Sweden are even further ahead.

This analysis has shown that the success of
German companies springs not from one
single source, but from a rather complicated
bundle of interrelated factors, most of which
are hard for other countries to imitate. B

Prof. Dr. Dr. h.c. mult. Hermann Simon

is the founder and chairman of the global
strategy consultancy Simon-Kucher
&Partners. He has been ranked in
German-speaking countries as the most
important management thinker after the
late Peter Drucker. Simon speaks frequently
to audiences around the globe. He has
published more than 30 books that have
been translated into 25 languages.
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Medium-Sized German Company

Sets its Sights on VietNam =

The start was successful: shortly after initial talks, the medium-sized pharmaceutical company
Queisser could already start selling health products in Viet Nam. The right contact — arranged
through the Manager Training Programme (MP) — proved decisive. The guarantors of success:
a professional approach, coordinated expectations and, last but not least, good interpersonal

relations between the partners.

Hanoi

Flensburg / Hanoi. At Queisser Pharma
GmbH, family tradition meets modern
entrepreneurship. This is characterised
by flat hierarchies, short decision-mak-
ing processes and excellent personnel
management. Queisser also chooses new
sales contacts abroad according to these
principles. Abian Jama is the person
responsible at the pharmaceutical com-
pany for opening up Asian markets. “To a
large extent, I have a free rein to initiate
and establish business contacts, as was
recently the case in Viet Nam) says the
export area sales manager. Partners with
whom he can establish flexible and, at the
same time, lasting relations are particu-
larly important to him. The MP opened
the right door for him for the company’s
market entry in Viet Nam. ‘At first, I was
sceptical, Jama remembers, ‘because our
experiences with Vietnamese contacts in
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the past had not been good. But the rec-
ommendations made by the Wirtschaft-
sakademie Schleswig-Holstein, which
organised the MP, secemed to be very suit-
able for our medium-sized company and
also reliable, so we were glad to accept the
offer of discussions.’

Professional and personal benefit for

both sides

The contact with the Vietnamese busi-
nessman Tran Minhthao was of benefit
to both sides right from the start. As the
owner of a franchise branch of a German
sales chain, Minhthao was looking for
partners in Germany when he partici-
pated in the MP. He had familiarised
himself with the German way of think-
ing, German etiquette and international
business practices in summer 2012. Thus,

he left a good impression at the Queisser
Pharma headquarters in Flensburg and
during a later return visit in Viet Nam.
“The chemistry was right between the
two of us from the beginning on’, Jama
says. “We are more or less the same age
and quickly built up a good relationship.
When I visited Viet Nam, Minhthao
introduced me to his family right away
— that is something that you cannot take
for granted.

Mutual rapport combined with pro-
fessionalism on both sides and mutual
company interests were the basis of the
successful launch of Qeuisser’s prod-
ucts in Viet Nam. Due to the quick
decision—making processes at Ql/eisser
and the flexible form of cooperation, an
agreement was already concluded shor-
tly after the first meeting, designating
Minhthao’s company Mastertran as the
exclusive sales partner for Viet Nam. The
branch was officially opened in Hanoi,
and in June 2013, just one year after the
first contact, the well-known Queisser
brand ‘Doppelherz’ was launched in the
country. During and after the market en-
try, Queisser had benefited enormously
from the local experience of its partner
Minhthao. This confirmed Jama’s opin-
ion that the healthcare sector is becom-
ing increasingly important due to the
population’s increasing quality of life
and makes Viet Nam ideal not only as a
sales market, but also as a springboard for
business in South East Asia.

Altogether, the cooperation is running
well for both sides, even though the
current economic situation in Asia
poses risks. At the moment, Minhthao is

planning to employ some German staff
in Viet Nam and intends to expand the
cooperation. That way, both the medium-
sized company Queisser and the up and
coming company Mastertran can both
profit on the Vietnamese market.

Learning from each other, working
together

The understanding of the particularities
of Vietnamese culture, society and eco-
nomic framework conditions grew in the
course of the cooperation. It was already
clear to Jama before that the initiation of
business relations in Asia depends mainly
on two factors: on one hand, sufficient
time should be calculated for preparing
the business; on the other hand, a high
level of intercultural competency should

already be available.

Today, Queisser has not only entered a
promising new market in Viet Nam —
the people in charge have also come to
appreciate the positive qualities of their
Vietnamese partners, which include the
advantages of ‘Asian patience’, a positive
attitude in professional and interpersonal
relations and a strong interest in the part-
ner country and its people.

Jama puts it in a nutshell: ‘T could easily
imagine further similar cooperation in the
future! And the quality of the contacts
through MP for his company’s require-
ments has convinced him: ‘T would always
advise other companies, particularly in the
medium sector, to make use of the contacts
from the Programme. It is quite probable
that they will find reliable partners” 1

IN FOCUS

Entry into the Viethamese
Healthcare Industry

Tran Minhthao is the owner of two companies: the mechanical engineering
company Unition, established by him, and the company Mastertran, a
franchise branch of a German sales company. With typical Asian flexibility
regarding new business ideas, he was receptive to all kinds of business
opportunities between Germany and his home country Viet Nam during his
participation in the Manager Training Programme (MP) organised by the
Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ) GmbH.

Hanoi / Kiel. Tran received extensive information and support from the Academy of the Cham-

ber of Industry and Commerce in Kiel, which was commissioned by GIZ to carry out the Train-

ing Programme. Through the contact arranged by them, he had the opportunity for discussion

with the medium-sized company Queisser Pharma, a well-known manufacturer of medicines,

medical products and dietary supplements in Flensburg, on the possibility of establishing a sales

channel in Viet Nam for Queisser. Both sides agreed that, due to the increasing standard of living
and the growing quality of life in Viet Nam, the healthcare
sector is gaining more and more importance. Viet Nam has
a good 90 million inhabitants and enormous potential for
the healthcare industry. Furthermore, Viet Nam could be-
come a springboard for business in South East Asia. Shortly
after the first meeting, Tran and Queisser already signed an
agreement on the designation of Mastertran as Queisser's
exclusive sales representative in Viet Nam.

Halfa year after Tran’s participation in the Manager Train-
ing Programme, Queisser started its business with an offi-
cial celebration in the capital city, Hanoi. In June 2013,
‘Doppelherz, one of Queisser’s most important brands,
was launched in Viet Nam. The products that Queisser
has been developing in Germany for more than 120 years

and the corresponding know-how in the field of health

have been offered for sale in Viet Nam since the launch.

The Manager Training Programme not only played a major role in organising the meeting
between Tran and Queisser, but also in imparting basic knowledge on cooperation with Ger-
man companies and on international business practices. Through the seminars in Germany,
Tran received new insights, particularly into personnel management and controlling. In add-
ition, he became familiar with international business strategies. After returning home, Tran
reorganised the management structure in both of his firms. The result was encouraging: the
efficiency of both companies has improved considerably, and fewer mistakes are made.

Furthermore, Tran has become familiar with the German mentality and German
ctiquette. Mastertran’s parent company is from Germany, but, as its franchise holder
in Viet Nam, Tran had not had much experience with Germans. It was only in the
relevant courses of the MP that Tran learnt about developing business relations with
German partners. Directly afterwards, he was able to put theory into practice during his
visits to German companies. ‘T have gained a new perspective on Germans and Germany’,
says Tran. Tran’s cooperation got off to a smooth start thanks to his new skills in business and
intercultural relations. The current critical economic situation in Asia could pose difficulties
for Tran’s new business in the healthcare sector. Nevertheless, the joint venture is still work-
ing satisfactorily. Tran plans to employ some German employees in Viet Nam in the near
future and to expand the cooperation with Queisser. That way, Mastertran and Queisser
could mutually profit from this emerging market with its keen competition.
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DRMN - Strong Association,

Strong Members

The Deutsch-Russische Management
Netzwerk (Russian-German Management
Network; DRMN) is an active core of alumni
from the ‘Fit for Business with Russia’
programme. Nathalie Wenzel from the
association’s board reports on the net-
work’s objectives, strengths and appeal.

With the support of the prede-
cessor organisation to today’s Deutsche
Gesellschaft fiir Internationale Zusam-
menarbeit (GIZ), alumni from the ‘Fit
for Business with Russia’ programme pilot
group founded the DRMN as an associa-
tion of like-minded individuals in Berlin
in 2007. The German managers had all
been invited by the Russian government
to participate in a two or three-week visit
to selected Russian regions where they
garnered valuable insights into Russia’s
business world. One in three German
programme participants recognised the
advantages and opportunities of the net-
work and joined the DRMN. Soon the

association will pass the 100 member mark.

Nils Knigge has acted as Chairman of the
Board for years, investing a large portion
of his free time. He represents the DRMN
in Germany and Russia and attends all the
ground-breaking events. He explains the
association’s approach: “The ‘Fit for Busi-
ness with Russia® programme is kind of
like the Russian Presidential Programme’s
little brother - for many it opens doors
to business with Russia. German partici-
pants profit from the excellent preparation
at both ends of the trips — so constructive
dialogue with GIZ is very important.
On the Russian side, DRMN acts as an in-
terface for the enormous Russian alumni
organisation. The DRMN focuses overall on
cooperation and is also a member of a range
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of different German partner organisations.
Our membership in the Deutsch-Russische
Forum is particularly relevant, since it pro-
vides access to interesting decision-making
circles on a political level (e.g. visa politics).
Board member Jan Kriickemeyer illus-
trates the advantages of membership
from his point of view as CEO of a medi-
um-sized enterprise: ‘In cooperation with
GIZ, we often act as a host company for
Russian programme participants in Ger-
many. This increases our profile and offers
additional opportunities for growth and
increased turnover. This kind of contact
also creates interesting exchanges that
benefit both parties.

Successful past projects include the Great
Baikal Trail, a hiking trail around Baikal

Lake, and the Peace Tour, a bike ride from
the Ural to Brittany. In 2011 the Peace
Tour drew attention to the work of Peace
Village International, a humanitarian
organisation in Oberhausen that helps
children. The DRMN organised over-
night accommodations, and encounters
and press conferences for German riders
on the Russian leg of the tour. During
this process association members repeat-
edly experienced the real power of the
German-Russian alumni community. The
initiators of the Peace Tour demonstrated
a way to integrate work, hobbies and hu-
manitarian activities. They returned after
37 days and 6,500 kilometres with a total
of EUR 100,000 in donations.

The annual association meeting took place
on 26 October in Hahn near Frankfurt
with an interesting programme that inc-
luded a visit to the airport and, of course,

exchange among association members
and with alumni from other countries.
The DRMN is as strong and diverse as
its members, who are always open to dia-
logue and look forward to future activities
together.

Nathalie Wenzel is the Managing Director
of REC Russland Experten Consulting
GmbH in Um and a member of the
executive committee of the German-Rus-
sian management network DRMN. She
participated in the programme ‘Fit for
Business with Russia’ in Samara and
Yekaterinburg in 2009.

DRMN in brief:

91 members (last updated July 2013), of
whom 71 per cent currently actively do
business in Russia.

* Berlin

o Frankfurt / Rhein-Main

e Halle / Leipzig / Dresden

¢ Magdeburg / Braunschweig

o Munich / Bavaria

© Rhein-Ruhr / Nordrhein-Westfalen
o Stuttgart / Baden-Wiirttemberg

e Hamburg / Norddeutschland

o St. Petersburg

Deutsch-Russisches
Management-Netzwerk, DRMN e.V.,
Am Stahlwerk 1, 01705 Freital
www.drmn.org

Superregional network of German grad-
uates of the ‘Fit for Business with Russia’
programme

Interface for the roughly 70,000 alumni
of the Russian Presidental Programme
Exchange platform for business with Russia

Contribution to international understanding
with the focus on relationships between
German and Russian managers

Exchange with GIZ, BMWi, the FRZ (federal
resource centre) in Moscow and the res-
ource centres in the Russian regions.

The Eleventh ‘Baikal

Forum for Managers’
L

Over 80 participants came to Buryatia at the end of July
for the 11th Baikal Forum. At the forum, they discussed
improving the investment climate and they visited the
Baikal Special Economic Zone.

A favourable investment climate in the region, and effective collaboration
between entrepreneurs and administrative bodies — these were the common objectives
of those who participated in the 11th Baikal Forum. They presented various investment
projects during the event. Cooperation ought to be promoted through more active par-
ticipation in investment programmes among MP graduates as well as through exchanges
of views. Among the invited guests were representatives of associations from Krasnoyarsk,
Novosibirsk and Chita, as well as representatives of the Ministries of Economy, Social Pro-
tection, Agriculture and Food, the Fund for Regional Development and participants from
other Buryat organisations. The GIZ representative informed them about the German
contribution to the Presidential Programme and about the development opportunities of
economic cooperation.

This follow-up work is now in its eleventh
year. In 2003, GIZ (then, the Carl Duisberg
Society) conducted a seminar with the alum-
ni in Ulan-Ude, which addressed the subject
of ‘Environmental Management. It provid-
ed the impetus for the first Baikal Forum.
The Association of Buryatia’s Managers, the
local regional alumni association, turned the
forum into an annual tradition. Since then, graduates from Siberia have eagerly awaited
the well-attended event every year.

They were not disappointed: the schedule also included a visit to the ‘Baikalskaja Gavan’
(Baikal Port) Special Economic Zone. The forum’s participants got to know national spe-
cialities, tried Buryat national dishes and visited the ‘Pearl of Russia’ — Lake Baikal. There
was also enough time to allow for discussions among the graduates. These will have a posi-
tive effect on cooperation between the regional alumni associations.
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Alumni Visit a German
Company in Chennai

1]

‘How can German expectations be successfully reconciled
with Indian reality?’ Alumni of the Manager Training Pro-
gramme (MP) asked this question on the occasion of a visit
to the company R. Stahl in the Indian city of Chennai.

The products of R. Stahl pre-
vent explosions wherever inflammable
gases, vapours, spray or dusts occur. The
hidden champion (see article on page
42) has already had a production site
in South Indian Chennai since 1988. In
2013, a second plant was opened, which
the MP alumni visited on 19 July. R
STAHL (P) Limited H.O. & Factory in
India is a wholly owned subsidiary of the
German company R. Stahl AG. With
the new plant, the company is able to
react quicker and more flexibly to coun-
try and customer-specific requirements
in the region.

“We do not compromise on safety — we
cannot take any short cuts in this respect;
stressed the plant manager, Ramakrishnan
B. ‘Quality standards are a must where
products for explosion prevention are
concerned’. The fact that the products
are more expensive as a result needs to
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be explained to the customer, and cus-
tomer education is therefore an import-
ant part of R. Stahl’s strategy. A quality
management system from the German
parent company was introduced in order
to meet the standards required; sub-sup-
pliers also have to meet strict standards.
Quality inspectors mark every prod-
uct with a traceable stamp. In addition,
about 6 per cent of the turnover is rein-
vested in research and development in
the company’s own laboratory. The result
to date: about 70 patents and 3000 certif-
icates for explosion protection products.

The requirements of the parent compa-
ny, particularly with regard to quality
and durability, were implemented in the
Indian plant through consistent personnel
management. Here thorough vocational
training and continuous further train-
ing measures play an important role.
Employees from Germany also impart

their experience in their specialist fields
for a few months in India. Importance is
placed on corporate culture in order to
retain the well qualified and skilled em-
ployees. ‘Clear and open communication
about principles, regulations and stan-
dards, but also about what is expected of
employees and their prospects is crucial;
said Mohanvel J., head of the personnel
department. This increases employees’
satisfaction with the company. With the
aid of a performance management system,
employees receive feedback on their per-
formance and their improvement poten-
tial. “When making decisions today, we
always consider how they will affect us
in 20 years’, explained Rajagopal Sastry,
financial director of the Indian subsidi-
ary. ‘For example, we introduced a 6-day
working week with two shifts per day
right from the start because this corre-
sponds to the future production!

Company founder Rafael Stahl started
his business activities in 1876 with the
establishment of a mechanical work-
shop. Whereas the company then mainly
produced for the textile industry and
later on manufactured lifts, today R.
Stahl manufactures explosion-protected
switching and sensing devices, lights

Performance management system

‘Performance management’ is the term
used for the management of an organi-
sation that is concerned with controlling
performance delivery. The time needed
for the delivery of performance and the
entailed tying up of resources are mea-
sured and controlled. Ultimately, the
work carried out (performance multiplied
by time) should be evaluated. The ob-
jective is systematic, multidimensional
performance measurement and control
as well as the monitoring of various ap-
plication subjects or performance levels
(employees, teams, departments, pro-
cesses) with the aim of continuously im-
proving individual and corporate perfor-
mance). Learning effects and employee
motivation are built up with the aid of
performance management. Particularly
future-oriented, non-financial factors are
integrated to enable a holistic approach
to the planning and control of the actual
performance and performance capability
of the company.

Source: Wikipedia

and control devices. There is particular
demand for the products in the gas and
petroleum industry as well as the chemi-
cal and pharmaceutical industry, but also
in the food industry and in shipbuilding.

The headquarters are in Waldenburg in
Baden-Wiirttemberg. 24 subsidiaries and
about 60 agencies guarantee sales and
customer services on the spot all over

the world. With a market share of 14 per

cent by turnover, the technology leader is
the number two worldwide in electrical
explosion protection and the only suppli-
er of complex system solutions.

The MP alumni were invited by R. Stahl
to a tour of the company’s facilities within
the scope of the follow-up event and a
get-together of all Indian alumni, which
took place in Chennai from 17 to 20 July
2013. At the meeting, they exchanged
news with other alumni who had visited
three further local German companies.
They also discussed their experiences
regarding Indo-German cooperation
with Dr S. Gupta from the Indian Min-
istry of Commerce and Industry, S. Raj
from the Chamber of Commerce Abroad
in Chennai/Indo-German Chamber of
Commerce and Jamly John from the Ger-
man Engineering Federation VDMA.

With Expert Knowledge from Germany
Fit for the European Market

At the end of 2009, Huang Zhenhong participated in the Manager Training Programme (MP)

at the German Management Academy of Lower Saxony (DMAN) in Celle in Northern Germany.
There he became familiar with optimisation approaches, which he was able to introduce into
his company with the help of a German expert.

Companies that want to survive on the
constantly changing world market need
sound concepts and strategies. In view of
these challenges, the owners of the South-
ern Chinese family business Guangdong
BioMax Si&F New Materials Co. Ltd,
which was founded in 1993, decided
to familiarise themselves with Western
company cultures and strategies. BioMax
produces and markets silicone products.
Quality management and marketing con-
cepts were to bring new drive. A case for
Senior Expert Service (SES) and specific
objectives for the SES expert Johannes
Schneider, a retired experienced industry
marketing manager. Huang had become
acquainted with SES during his stay in
Germany.
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Schneider concentrated on the intro-
duction of a reliable company culture on
the basis of Total Quality Management
(TQM) which encompasses all areas of
the company such as production, quality
control, marketing and administration.
TQM was intended to lead to measurable
improvements and to increase the level of
satisfaction among the 120 employees and
the customers. The first step was mainly
to impart the principles and discuss them.
An approach that was also used to draw up
the Vision & Mission Statement (VMS)
with the company owners and executives.
The aim was to determine the purpose of
the company as well as its future, princi-
ples and values and then to align the activ-
ities of all employees accordingly. As this
was new territory for everyone involved,
the most important goal-oriented activi-
ties in the first phase were discussions, per-
son-to-person interviews, the joint prepa-
ration of a work plan, and the nomination
of the project leader and the team leader.

The fact that Johannes Schneider has
been on seven assignments to BioMax so
far shows how much his support is appre-
ciated there. The primary objective be-
sides marketing concepts and structural
matters was the implementation and in-
corporation of the new company culture.
Bringing forward the VMS, the new core
of the company and the corporate com-
munication culture, and translating it
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The Senior Expert Service (SES) — the
Foundation of German Industry for Interna-
tional Cooperation (Stiftung der deutschen
Wirtschaft fiir internationale Zusammenar-
beit) — is the leading German organisation
sending voluntary retired specialists and
executives on assignments. The non-profit
organisation is headquartered in Bonn and
has been helping others to help themselves
since 1983; so far it has carried out more
than 30,000 assignments in 160 countries
— most of them in less developed countries,
emerging economies and countries in tran-
sition. In Germany, SES is particularly com-
mitted to helping young people at school
and during vocational training.

Currently, about 11,000 experts are reg-
istered with SES — retired specialists who
pass on their knowledge and experience all
over the world. The SES mission statement
is: The future needs experience!

Are you interested in SES? Would you like
to benefit from the valuable experience of
German voluntary senior experts? We look
forward to receiving your enquiries:

Susan Hiibner, Leiterin Abteilung Ausland
(Head of the Foreign Department)
Buschstrasse 2, 53113 Bonn

+49 (0) 228 26090-55
s.huebner@ses-bonn.de
www.ses-bonn.de

into Chinese was a very helpful step - al-
beit not an casy task: a first literal transla-
tion proved to be a failure. It was only in
discussions with employees, particularly
those from the production area, that the
right figures of speech were found.

The analyses of core processes, the clar-
ification of authority and the tailored
development of improvements were also
very important. Just how committed the
personnel was in this transformation
process, which took several years, be-
came particularly clear when they staged
a play to make the theoretical concepts
‘internal customer/supplier’ and ‘process
responsibility’ comprehensible.

The Chinese company has already been
able to complete several stages with the
help of the SES expert. The achievements
are permanently improved and new steps
worked out in training and consolidation
programmes. The employees accept more
responsibility, identify with the company
and are thus more motivated at work.
Johannes Schneider is optimistic: “The
progress made with acceptance of the
new company culture is visible. Awards
for product development and marketing
confirm that — and the corporate goal
‘Market entry in Europe’ is coming into
reach. “The result of almost two years of
wonderful work: with a team of highly
motivated, cheerful young people, with
determined, open management, a new
orientation and a new image, new prod-
ucts, new market understanding, a qual-
ity-driven, forward-looking company —
and a successful one’

As Vice President of the family compa-
ny, Huang will make sure that TQM
is also maintained at Biomax in future.
Schneider passed on his experiences from
the Sino-German cooperation to MP
alumni in October 2012. In the work-
shop ‘Maintaining Business Relation-
ships’ at the alumni conference in
Wuhan (see article in Journal 1-2013), he
described the difficulties and challenges
from the practice and provided ideas and
tips for solutions.

Susan Hiibner has been working at SES
since 1996, where she worked for a long
time as project leader in the department
for Eastern Europe. Since 2010, she has
been in charge of the foreign department.

The Follow-Up Contact Work
Is Speeding Up in Moldova

In Chisinau, work was in full swing. With a big event in sight,
the alumni associations from Moldova and Belarus met with
experts from the Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GlZ) to gain systemised knowledge on
event management. The experts offered clear and field-tested
recommendations for preparing and carrying out events.

‘Ideas, contacts, partnerships’
— with this title, the first trans-regional
forum within the scope of the follow-up
contact work of GIZ attracted guests
from Belarus, Moldova and Ukraine
to Chisinau on 4 and 5 October 2013.
Alumni of the Manager Training Pro-
gramme of the German Federal Ministry
of Economics and Technology (BMW1)
discussed the results of the training and
the prospects of development for their
own companies. But how do you prepare
such an event efficiently? The organisers
— the alumni association ,,INVENT

Moldova’, the Training Centre of the
Chamber of Commerce and Industry of
the Republic of Moldova, and the Bela-
rusian Alumni Association of Business
Corporation — received answers to this
question at GIZ.

An event that is well planned and carried
out at a high standard, whether as a fo-
rum, conference or festival, can boost the
image of its organisers considerably and
sometimes also be of benefit to business.
Thus, INVENT Moldova’ invited two
GIZ experts to each of two training and

consultancy seminars on the subject of
‘Efficient Event Management’ in Moldo-
va. The objective of the seminars was to
equip the participants with up-to-date
methods and instruments needed for the
successful preparation of fruitful events.
In the practical part of the training, the
GIZ experts wanted to draw up the doc-
uments required for preparing their first
GIZ alumni forum in Moldova together
with the participants.

The teaching of methods was efficiently
combined with practical tasks. After a
general introduction to the goals and
tasks involved in event management,
the next step was the planning of events.
The participants made themselves famil-
iar with event concepts and interactive
event programmes. After the basics of
the financial management of events, the
alumni learned how to actually draw up
a budget, a finance plan and a timetable.
Following basics on the promotion of
events, they identified suitable promo-
tion channels and learned how to gain
promotion partners, as well as what a
media schedule looks like. The trainers
introduced the website and social net-
works as instruments for preparing and
carrying out an event. The participants
acquired efficient methods for securing
sponsor funds and learned how to work
with sponsors and partners. Finally, they
learned how voluntary helpers can be
involved in the organisation of forums
and conferences.

The results speak for themselves. In only
four days of joint work, a large part of
the preparation for the alumni forum
in October had been completed. And
what is more important: the members of
‘INVENT Moldova’ now have profound
knowledge on event management and
are able to organise important events on
their own. Should any questions still be
unanswered: the GIZ experts are also
available online with help and advice.
Whether it is a matter of fine-tuning the
event programme, creating the website,
placing adverts in the press or gaining
speakers — the alumni can approach the
specialists on all important subjects.

Detailed information is available at
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Trademarks From Gentral Asia

Continuously cultivating contacts, developing a network and long-term partnerships — these
things are important to many participants after their advanced training in Germany. In
Uzbekistan and Kyrgyzstan, this led to the foundation of alumni associations that also benefit
a wider circle of entrepreneurs. An overview.

Kl

What advantages arise from joining an
association? What are the benefits? What
are we offering the country of Uzbekistan
and our international business partners?
Graduates of the Manager Training Pro-
gramme (MP) in Uzbekistan addressed
these questions during the follow-up
activities and, in doing so, focused on
the experience of similar alumni organi-
sations in Russia, where the programme
has already been conducted success-
fully for many years. On 30 March, the
‘Uzbekistan ~ Managers  Association’
(UMA) registered officially after begin-
ning its activities and preparations six
months earlier. The association now has
86 members, 20 of whom carry out active
association work. Part of this work inc-
ludes monthly events: in February 2012,
a meeting with Commerzbank to discuss
cooperation with German companies
and, last June, a two-day training course
on ‘Successful Communication With
Foreign Partners. In addition, there are
also regular workshops with representa-
tives of GIZ and the Goethe Institute in
Tashkent.
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Portfolio and Services

Uzbekistan Managers Association UMA

e Free participation for members in
conferences, round-table discussions,
workshops

¢ Reduced membership rate at the Uzbeki-
stan Chamber of Commerce and Industry

¢ Reduced participation fees at trade fairs
and other activities

e Continuous improvement of qualifica-
tions in the form of free or reduced-cost
staff training courses in seminars

e Support in relation to cooperation with
authorities

e Access to information and marketing
databases as well as partner organisa-
tions’ databases

e Partnership on cooperation with cus-
tomers.

¢ Communications and PR activities

Contact:

1. Proyezd, Nukusskaya 12

Tashkent

E-mail: info@uma.uz or
uzbekistan-managers-association@mail.ru
WWW.Uma.uz

Association of Participants of the Manager

Training Programme in Germany

¢ Organisation of themed conferences and
round-table discussions

¢ |dentifying and preparing programmes
for training visits abroad for Kyrgyz
executives of the upper and middle
management levels and for training
visits in Kyrgyzstan for representatives of
European firms

o |[dentifying possible business partners for
the organisation of joint ventures

¢ Consulting services on various different
subject areas

¢ Organisation and implementation of
training and instruction programmes

Contact:

Toktogul St. 96-3

Bishkek

Baktybek Shamkeyev: +996 554 147751
and Nargiza Ajibayeva: +996 554 147751
E-mail: shamkeyev@elcat kg
www.inwent.aknet.kg

Membership of the UMA is of benefit to
both parties. The members open them-
selves up to new contacts and oppor-
tunities to initiate business relations in
Uzbekistan and abroad. At the same time,
the UMA is training a new generation
of managers by involving students from
Plekhanov University in their work in the
capacity of interns. In this way, they don’t
just gather practical experience but they
also have the opportunity to get to know
representatives of Uzbekistan’s economic
elite. The chairman Bakhodir Khashi-
mov, CEO Gulnora Majidova, Faslitdina
Mukhitdinova (Manager in Namangan)
and Askara Kadyrova (Manager in Fer-
gana) have set themselves the goal of pro-

moting Uzbekistan’s economic develop-
ment. They believe that new encounters,
practical exchanges of views and training
courses are the best motivation.

A trademark with an unmistakable image
in order to provide Kyrgyzstan with
motivated managers over the course of
the next five years: the goal of the ‘As-
sociation of Participants of the Mana-
ger Training Programme in Germany,
founded in November 2009, is clear-
cut. The association wants to achieve
this through consulting, expert advice
and training courses, and wants to bring
together graduates from all sectors of the
economy. In addition to this, it also aims

The Tenth Chinese Group’s Alumni Activities

A Blueprint for Successful Exchange

As anyone with experience in Sino-German relations is well
aware, only the regular exchange of thoughts and ideas
drives cooperation forward and deepens mutual under-
standing. ‘Zhong de Hui’, the alumni association of the
Manager Training Programme (MP) for Chinese executives
from the middle and upper management levels, promotes
such exchange. In November 2012, the tenth Chinese
group came to Cologne for training and has met twice since
returning to China. Fifteen cooperation projects have been
reached since their visit to Germany. The following exam-
ples illustrate the amazing potential inherent in the MP.

to exchange information and experiences
with similar associations in Central Asia
and the CIS. 22 members are registered
officially; however almost 40 people are
involved in the association’s work in to-
tal. Alongside regular conferences, the
association’s members plan information
and PR campaigns and workshops on
the programmes and training visits in
Germany so that they have already had a
significant impact in the five years since
the association came into existence. Con-
stant contact and exchanges of views
with other organisations, participation in
MP graduates’ regional conferences and
GIZ’s follow-up activities are just a few
examples. Members of the association
have already taken part, on several occa-
sions, in the selection of candidates for
future training programmes in Germany.
Together with the Academy of Manage-
ment under the President of the Kyrgyz
Republic, the association has already
conducted training courses for future
MP participants. The development and
ongoing maintenance of the association’s
database is also an important factor,
which has already led to the procuration
of specialist advisors and shows that the
association can already count compe-
tence and knowledge transfer among its
trademarks.

Hollox Health Consultants
Ltd, Chen Dongniu’s firm, specialises in
medical consultation and health man-
agement. Chen had already participated
in some of the activities offered by the
alumni association before his visit to
Germany, and had built cooperation in
the health sector with the CEO of the
UGB consulting firm, Ms von Hoff. The
goal of the project: to introduce qualified
geriatric nurses from China to the Ger-
man market. They also agreed to work
together to recruit Chinese nurses. Chen
has since found a Chinese partner in the
Taishan Vocational College of Nursing,
which has adopted the project as part of
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its training programme. And he has been
looking for German training opportuni-
ties in Beijing to prepare applicants for
the project requirements. The first nurses
from China are expected to arrive in Ger-
many in 2014.

At the end of March 2013, around half
the group met in Shanghai for the first
time since returning to China. Host
ZuoXiaoshun worked with Lin Shuli,
XinJian and Wu Mei to prepare for the
event. While training in Germany, par-
ticipants had agreed to stay in contact
and organise occasional exchange activ-
ities. The programme schedule for the
first day was quite tight, with a morn-
ing meeting about current operational

Yan Hongzhi
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problems and two presentations on ba-
sic principles planned for the afternoon.
Since participants continued their lively
discussion of issues from the morning’s
meeting, the second item on the agenda

had to be postponed.

‘Wu Mei opened the round. As a represen-
tative of the second generation of entre-
preneurship, she reported on the differ-
ence in perspectives on business matters
between the company founders and the
second generation — as is often the case
in Chinese family-run businesses. Ex-
perienced businessman Yan Hongzhi,
who was already extremely active in the
group discussions in Cologne, opened
Wu’s eyes to her father’s arguments: it is
very important for every company to also
maintain the existing customer base. Wu
is from Jiangsu province and produces
writing instruments in Changshu. She
was unhappy that she was only able to
sell her products to German customers
through a sales agent in Singapore. While
training in Germany, she asked trainer
Michael Rosemeyer for advice. He ex-
plained to her the value accorded manu-
facturing technology and engineering in
Germany. Together they came up with a
solution: W has registered her own firm
in Germany and expanded her business
to Europe. ZhengXunling also talked
about problems restructuring his compa-
ny. In less than 20 minutes other alumni
were able to help him with problem anal-
yses and suggested solutions. Participants

were very impressed by the exceptional
level of trust and sincerity among alumni.
Later Yan Hongzhi presented his as yet
unpublicised  strategic  development
plan for his potato business. He spoke
quite openly about problems he might
encounter. In 1998 Yan gave up his civil
service job to found his own company,
the Linkage Potato Technology Co Ltd,
in the autonomous region of Inner Mon-
golia. In the fifteen years that followed,
Linkage has developed into a firm that
currently has five modern operations for
the cultivation, sales and processing of
potatoes. One of the most useful aspects
of the MP for Yan was the visits to dif-
ferent potential partners and suppliers
in Germany and the EU. Years before
he had imported a high-tech conveyor
belt for use in potato processing from
Germany. During the Manager Train-
ing Programme in Cologne, he signed a
purchasing agreement for production fa-
cilities worth over EUR 2 million. Yan is
convinced the modest potato has what it
takes to become the food that makes the
world healthy and satisfies its hunger.

On the next day participants talked to
managers from one Shanghai industrial
park. Wang Mingfa, who helps manage
the Jinshan Industrial Park, reported that
although the park took a while to get
off the ground, it has made great strides
and developed rapidly. After lengthy dis-
cussion Yan Hongzhi succeeded in ini-
tiating a collaboration to build a potato
processing centre in the industrial park.
Additionally ZuoXiaoshun and XinJian
agreed with local authorities to establish
ahead office for campus projects. The
goal is to offer industrial companies in
Jinshan services, such as tax breaks and
refunds, from a single source.

The alumni meeting was the site of prag-
matic exchanges of ideas and a deepening
of the friendships in the tenth group. It
surpassed every participant’s expectations.
Other MP alumni could also benefit from
learning from this example and taking this
method of regular meetings as a blueprint
for their own exchange activities.

The authors Chen Dongniu, Lin Shuli and Zuo Xiaoshun visited
Germany in 2012 as members of the 10th group of Chinese
executives participating in the Manager Training Programme.

Tuning In Belarus

%%
%

Inspired by management training in Germany, MP graduate
Natalia Zolotaya is conducting an efficient restructuring of her
department and is developing long-term contacts with German
car accessory manufacturers and suppliers.

Minsk. Seven years have passed since
her training in Germany. Now, Natalia
Zolotaya is the Manager of the Depart-
ment for Purchasing and Foreign Trade
at the biggest official Volkswagen dealer
in Belarus, the Atlant-M car dealership,
an Atlant-M Holding company. She is
‘proud of her longstanding cooperation
with many German suppliers and of her
cordial business relations’

However her one-month stay in Ger-
many in late autumn of 2006 didn’t just
provide the then leading Manager at
the Department of Accessories, Tuning
and Spare Parts with new contacts.
During her training at the Bildungszen-
trum am Miiggelsee (BZM), Zolotaya
acquired valuable management methods
and practical knowledge. After return-
ing to her company at home, she began
working intensively on implementing

these new ideas, firstly at the level of
the company’s structure. She subdivided
her department into specialised sectors.
Someone was placed in charge of each
sector, which improved working effi-
ciency and quality control. Zolotaya her-
self was promoted, becoming the Manager
of the new Department for Purchasing
and Foreign Trade.

Although Atlant-M had already worked
with German partners in the past, thanks
to her traineeship, contacts were made
with three German suppliers: the car
accessory marketing distributor Cobra
Technology & Lifestyle, Antec Fahr-
zeugtechnik GmbH, a leading provider
of accessories for off-road vehicles and
Lumma Tuning, a company which spe-
cialised in the development, manufactur-
ingand distribution of exclusive car parts.
By extending its product range, and with

SUCCESSFUL PARTICIPANTS

its new spare parts and accessories depot,
which fulfils international standards, the
company managed to increase its number
of employees and achieved an increase in
turnover of 250%. The products were
also certified, an achievement in which
Zolotaya played an active role.

However, Atlant-M did not want to rest
on its laurels. New additions to the prod-
uct range called for contacts with new
trading partners. This is how Heyner
Mobil Automotive GmbH was brought
on board to market and distribute chil-
dren’s car seats. It also has steady business
relations with Rial GmbH and Interpneu
Handelsgesellschaft GmbH, the German
manufacturers of metal rims. There are
plans to open a second store in Minsk.

Since her training in Germany, Zolotaya
has been a reliable point of contact and
intermediary between her Belarusian col-
leagues and the German suppliers. The
successful manager acts as a disseminator
by sharing the management knowledge
she acquired when in Germany with
other colleagues: ‘It’s very important
that everyone does their job profession-
ally’ Inspired by her successful training
experience, several other Atlant-M em-
ployees have completed the Manager
Training Programme of the Federal Min-
istry of Economics and Technology. ‘1
wish all future candidates every success,

says a delighted Zolotaya. W
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‘I Want to Take the =
Business Forward’

25 Egyptian executives from the middle and upper manage-
ment levels participated in a one-month Training Programme
in Cologne and Berlin in early 2013 organised by the Deut-
sche Gesellschaft fir Internationale Zusammenarbeit (GIZ)
GmbH, the Industrial Training Council (ITC) and the Carl Duis-
berg Centres (CDC). In an interview, Programme participant
Ranja Oraby describes her experiences in Germany.

Ranja Oraby

What were your expectations for your stay
in Germany?

W, i.e. the other participants and I, had
already had contact with Germans th-
rough our work. At the same time, my
head was filled with questions; for ex-
ample: what lay behind the cool smile?
Was it really meant to be so cool or was
that just my interpretation? Did Germans
always have such a resolute manner? And
what is the secret of this country’s success?
Especially against the background of our
Arabian culture with its customs and tra-
ditions, these were interesting questions
with which I set off for Germany.

What answers have you found to your
questions?

I was quite astonished; the people in Ger-
many turned out to be very friendly and
hospitable. Naturally, not the same as in
Egypt, but in their own way — perhaps Ger-
mans are just not as casily approachable as
Egyptians. The Programme offered a good
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opportunity to gain deeper insight into the
German profile and German culture. We
were surprised at the successes, innovation
and progressiveness. That is why I definitely
wanted to participate in the Programme.

What were your experiences with the Pro-
gramme?

First of all, the coaches from the Carl
Duisberg Centres were very helpful and
wonderful to work with.

Then, the information and | have found

out how family
businesses can
be consistently

learning materials had been
selected carefully, so that my
colleagues and I were able
to improve several of our

determination, perseverance and a stra-
tegic plan, conditions and circumstances
can be changed step by step.

What exactly did you do during training?
I really benefited a lot from the visits to
companies from different sectors. They
seem to have found the secret ingredients
of success and to be able to maintain this
success by creating favourable conditions.
They utilise the strengths and motivation
of their employees and their resources. The
most important aspects are clear rules in
everyday work, good time management
and giving employees a sense of belonging
to the company. I was able to discover how
family companies can be consistently suc-
cessful over generations, irrespective of how
small and humble they were at the start;
Remondis Recycling is a good example.
I also belong to a family-owned business,
which was established by my grandfather
and continued by my father, Magdy Oraby.
I want to take the business forward.

With the support of the CDC team, espe-
cially of my lecturer Jérg Kalmbach, I was
able to establish business contacts with a
number of companies. Altogether, I visi-
ted more than ten companies with which
I have signed cooperation
agreements and which are
considered throughout Ger-
many and Europe to be lea-
ders in their specialist fields.
Our strategic aim is coopera-

management  skills. Great successful over ion in the form of joint ven-

importance was generally ~generations

placed on the acquisition

of intercultural values and competen-
cies, which would make dealing with the
German culture and German business
world easier for us. I had the opportunity
to meet Germans at some business mee-
tings and also benefited from that. I was
proud to work professionally, leave a good
impression and achieve results, which previ-
ously would have been out of my reach and
which amazed my colleagues and superiors.

Were you able to apply what you had
learned when you arrived back in Egypt?

I returned with many ideas and theories,
but also with pleasant memories. It was
very surprising to see how well some of
my ideas were accepted, considering how
difficult the implementation is, particularly
in view of the differences in the general
framework of economic policy. But with

tures. However, the current
situation in Egypt makes it
very difficult to take such a step.

What is your summary of your stay?

I was particularly fascinated by the beauty,
character and architecture of the historical
buildings in the many German cities that I
saw and experienced within the scope of the
Programme. It also impressed me that such
importance is placed on the protection of
historical monuments. Altogether, the trai-
ning was very helpful, and I benefited a lot
from it. The Programme provided answers
to the questions that had been in my mind
for along time, enabling me to improve my
personal and practical skills. But what is
more important is the human aspect: I have
gained friends and got to know cities I fell
in love with. Cologne, for example!

Thank you for the interview! [ |
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Building to German Quality Standards in China

Dalian Kaiser Construction has already completed around
500 projects according to the motto of ‘Build to Japanese
quality standards with Chinese costs!’ Construction projects
for overseas companies wishing to.invest in China and build
facilities are meant here. Though Dalian Kaiser was already
a successful company with headquarters in Dalian.in the
north-east of China and branch offices in a further five major
Chinese cities as well as Osaka in Japan and Bangkok in
Thailand, the management team was not satisfied: 80 per
cent of the company’s business was with Japan and it had
very few business relations outside of Asia.

Dalian. At the time, Li Nan was man-
ager of the construction department at
Dalian Kaiser. To familiarise himself
with the German approach to construc-
tion management and develop business
within Europe, he participated in the
Manager Training Programme (MP) in
Germany in 2011. During his stay, Li
visited CPM GmbH - experts for man-
agement, planning and consulting in the
field of construction based in Sindelfin-
gen in southern Germany with whom
Dalian Kaiser had sought an opportu-
nity to do business since 2009 and had
arranged a cooperation for the construc-
tion of a production site for the German
GROB Group in China shortly before
Li travelled to Germany. At CPM, Li
was very impressed by German project
management, which differed from both
the Chinese and Japanese approaches. A
discussion at the site helped deepen the
understanding and trust between Li and
CPM. Li then visited the GROB-Werke
parent company in Bavarian Mindel-
heim. He was able to learn a great many
details there of GROB’s future plans in
China and their requirements of con-
struction work. The visit led GROB to
allocate a new contract worth over EUR
10 million to Dalian Kaiser in 2013.

In light of the excellent cooperation with
Dalian Kaiser, CPM established a sub-
sidiary in Dalian on New Year’s Day in
2013. Thus, the city of Dalian became an
important location for CPM’s business

Li Nan

in China with partner, Dalian Kaiser.
Both companies benefited from this.

Li’s visit to Big Dutchman International
GmbH had an immediate effect: a coop-
eration agreement was already signed by
the Dutch company and Dalian Kaiser
following the Manager Training Pro-
gramme. This project to construct a
modern poultry housing facility in the
southern Chinese city of Zhanjiang has
now been completed. The visit to Farmer
Automatic GmbH in North Rhine-West-
phalia was even more successful. Dalian
Kaiser has since been commissioned by
the world’s leading German manufactu-
rer of housing systems four times to con-
struct facilities for broiler chickens. The
turnover totalled EUR 10 million.

However, Li finds the new management
methods that he learned during his visit
as important as the conclusion of new

business. He has come into contact with
new perspectives and ideas through the
seminars and discussions conducted with
other participants as well as the visits to
German companies. It was particularly
important to him to learn how mistakes
and quality issues can be avoided through
meticulous planning and organisation.
After participating in the Manager Train-
ing Programme, Li was promoted to the
position of Deputy General Manager
and is now able to improve the structure
of both the company and work processes.
He strives to combine the different con-
struction expertise of the Germans and
Japanese as well as to use the relatively
low Chinese construction costs to greatly
enhance his company’s competitive edge
on the global market. Li is certain that
Dalian Kaiser will be able to win over
customers from Europe and America if it
succeeds in building to German quality
standards. W
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See With Your Own Eyes

In an interview, Malika Abduganiyeva, Logistics Manager at Inkom Consulting in Tashkent, tells us
about her experience of the Manager Training Programme (MP) of the Federal Ministry of Econom-
ics and Technology. The Uzbek attended training at the Export-Akademie Baden-Wrttemberg in

Tubingen from 10 June to 7 July.

GIZ: What motivated you to participate
in the MP?

Malika Abduganiyeva: As I have been
selling intelligent equipment for the oil
and gas sectors for more than 10 years
now, it was important to me to visit the
factories that produce such devices. I
wanted to see the production lines with
my own eyes, to sce what innovative tech-
nologies have been introduced to each
of the factories, what work processes are
handled by robots and what is still man-
ually assembled. I also intended to make
contacts with manufacturers of control
gauges and automation technology for
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work processes, to conduct negotiations
and to coordinate issues concerning
marketing and distribution for the Uzbek
market. Another important goal for me
was to become better qualified for my own
professional and personal development.

When you think of your stay in Germany
— what do you think of, what amazed or
astounded you?

What I remember best is the visit to BASF
in Ludwigshafen am Rhein, the biggest
chemical company worldwide in the field
of ethylene and propylene production.
The visit to TRUMPF GmbH & Co. KG

in Ditzingen made just as big an impres-
sion on me, a company which focuses on
various areas of manufacturing with its
plate processing machines, hand tools,
laser technology, electronics and medical
equipment and technology. I found their
mode of production and the transnational
and innovative management of the com-
pany particularly impressive.

What does your firm do?

Inkom Consulting has been in the market
for 10 years. Our focus is on the sale and
distribution of imported control gauges
and automation technology, parts for the

commercial detection of liquid hydrocar-
bons and gases, consumption meters, con-
trol fittings and control valves, analysers,
control systems and dispatch systems. Our
responsibilities also include servicing,
maintaining, assembling and commission-
ing the facilities as well as modernising
plants in the natural gas and petro-chem-
ical industry and equipping plants from
the natural gas sector with automation
and control technology.

Which of the skills acquired during your
stay in Germany do you now use in your
work?

Thanks to the many practical examples
covered during the seminars on intercul-
tural management, innovation manage-
ment and business collaborations with
Germany, I am able to reflect more pro-
foundly on the German understanding of
true professionalism: the maxims of punc-
tuality, diligence, planning, structured
thinking, the short and precise presenta-
tion of an idea. As a result, I developed an
appreciation for orderliness myself, which
plays an important role in work processes
nowadays. One week, one day, even one
hour spent on good and exact planning is
of the utmost importance for productive
work processes.

With which firms did you manage to
establish a business relationship?

With the companies Phoenix Contact
GmbH & Co. KG, R. Stahl GmbH,
Bartec, Hetronic Germany GmbH,
Dosatronic GmbH, Rosemount GmbH
and Elster GmbH.

What cooperation projects arose from
this?

At the moment, a distribution contract
with R. Stahl GmbH is ready to be signed;
they are leaders in automation technolo-
gies for buildings at risk of exploding. Ne-
gotiations and correspondence are ongoing
with Phoenix Contact GmbH & Co. KG
on the supply of devices. Within one year,
intelligent devices by Rosemount GmbH
became the subject of seven import
agreements. German equipment from
Phoenix Contact GmbH and Phaesun
GmbH was supplied to modernise natural
gas plants.

What has been successful and what diffi-

culties do you have to overcome?

In business, you experience both great
highs and great lows. An example of dif-
ficulties would be the lack of certification
for a new intelligent device, which we
want to bring to Uzbekistan in 2014, or
the issuance of cargo documents (export
documents) and getting suppliers to agree
to a delay in payment. However, thanks to
the skills I acquired in conducting negoti-
ations with German companies during my
training, we manage to deal successfully
with any issues or difficulties that arise, e.g.
by requesting necessary information by
email. This is how we manage to achieve
desired results.

What is the most important thing that
every manager can draw from the pro-
gramme?

The German approach to doing business
and the ability that leads to extremely suc-
cessful results; maximum use of the skills
and knowledge acquired during training
that are relevant to your own professional
and sector-specific focus.

What professional goals do you set for
yourself and your firm in the near future?

There are a huge number of projects that
need to be implemented in the long term.
I will manage two of them independently
for the first time. I intend to use all my
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professionalism and the experience I gath-
ered during my stay in Germany in the
implementation of these projects in order
to achieve the best possible results. During
the period of 2013 to 2014, Inkom Con-
sulting is expected to receive a laboratory
centre. This centre is also to be equipped
with a test facility by the German firm
Elster GmbH, among other things. To
achieve this, negotiations are currently
underway with the department responsi-
ble for CIS and Central Asian markets.

What achievements would you wish for
our new programme participants and

anyone who is just applying for the pro-

gramme?

I hope they make as many contacts as
possible; always plan and organise visits
to relevant companies with whom you
would like to establish business relations
beforehand; prepare thoroughly for talks. B

We are interested in your opinion!

Give us your feedback
about this Journal at
www.giz.de/gc21/mp/feedback.
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New Teaching Methods
for Russian Universities

After having held countless seminars and workshops in Eastern
Europe and Russia, Hans-Jirgen WeiBer switched perspectives
and participated in the ‘Fit for Business with Russia’ programme
in Siberia himself. He has cooperated with Russian universities
in further development of the curricula and imparted new

teaching methods ever since.

German executives in Siberia

Hans-Jiirgen Weifler has worked in East-
ern Europe with a focus on the post-Soviet
region for over 20 years now. His com-
pany training+consulting+communi-
cation (TCC) conceives and delivers
training units. Consulting for small and
medium-sized enterprises in the fields of
project management, training concep-
tion, e-learning and communication also
count among the entrepreneur’s fields of
expertise.

Win new contacts and identify local needs

‘Past customers also include the former
Carl-Duisberg-Gesellschaft e.V. (subse-
quently InWEnt gGmbH and today the
GIZ) on whose behalf I have conducted
seminars, workshops and evaluations in
countless countries, Weifler reveals. In
2010, he was able to switch sides for once
and participate in the ‘Fit for Business
with Russia’ programme in Siberia him-
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self — not only to expand his network but
also to get a feel for the needs of potential
local customers. The question of how the
alumni associations and German-Russian
Manager Training Programme networks
that he has himself supported for years
with workshop and seminars have devel-
oped was of particular interest to him.

Interest in innovative training concepts
and an exchange of experience

His expectations of the programme in
the field of training cooperations were
thoroughly exceeded: the representa-
tives from Russian universities expressed
a great deal of interest in innovative
training concepts and an exchange of
experience with the training providers.
In the years that followed, cooperations
developed between TCC and a number
of universities. Teaching staff at Novosi-
birsk State University, Novosibirsk State

Technical University and Tomsk State
University now use a ‘Blended Learning’
system for the training of project manag-
ers provided by Weifler. They were able to
learn how to use the system during “Train
the Trainer’ workshops in Germany and
at their home universities: traditional
classroom-based events were combined
with modern forms of digital learning in
a worthwhile manner.

One further module entails eight to ten-
day seminars for selected groups from
the universities. They cover innovation
management, technology transfer, proj-
ect management and an introduction to
professional distance learning. For the
representatives from educational insti-
tutes, new and contemporary methods
of imparting knowledge were opened up
overall, which have a concrete effect on
university procedures, curricula and the
format of lectures. The model sets a clear
precedent for cooperations with similar
aims and focuses are still planned for this
year.

Fewer risks and better market access fol-
lowing programme participation

‘Besides the technical outcomes of the
training, I also have great memories of the
hospitality and excellent support from
the responsible organisations and alum-
ni associations in Siberia, Weifler says.
‘Every single participant in our group,
who had not yet visited Russia or Siberia,
raved about our hosts’ attentiveness and
the high quality of the programme’

Weifler draws a
clear  conclusion:
he would advise all
interested parties,
who have identified
Russia as a poten-
tial market, to par-
ticipate in the ‘Fit
for Business with
Russia’ programme.
‘It enables access to an excellent network
of experts, organisations and companies;
he explains. “The Russian partner organ-
isations’ contacts range from high-quali-
ty companies to the uppermost levels of
regional governments. After such a trip,
the decision of whether to enter a market
is not only easier but also associated with
significantly fewer risks. i

Risk Management in an
International Context

Why This Issue Is Becoming Increasingly Important for Companies

‘The collapse of the US
investment bank Lehmann
Brothers can no longer be
averted’. News stories such
as this, which appeared
towards the end of 2008, not
only shocked people around
the world but also underlined
the importance of well-func-
tioning risk management.
However, understanding and
controlling risks is not only
increasingly important in the
field of finance. Risk manage-
ment should not just be seen
as a monitoring tool; it should
also be used in strategic dec-
ision-making as a preventive
measure.

For example, what risks are associated with
investing in Mongolia? Or what factors
should be noted when entering the market
in Mexico? Did the British drug manufac-
turer GlaxoSmithKline, which recently had
to face cases of corruption in China, incor-
rectly assess the risks of the Chinese mar-
ket? This article will outline to

what extent risk management  ‘Risks are

impacts managerial decisions, everywhere’.
particularly in an inter-  _ participantin the MP Alumni
national context. Participants ~ Seminar, Vietnam 2013 -

in a Management Training

Programme (MP) alumni meeting in Viet
Nam in March 2013 discussed the issue and
came to some interesting conclusions.

What Do We Mean By ‘Risks’?

Firstly, we need to clarify what we ac-
tually mean by ‘risks’ in the context of
business. From a company’s point of
view, risks basically include all events or
possible events that could jeopardise the
company’s goodwill in the long term.
This implies a very broad understanding
of risks and possible areas of risk. Possi-
ble hazards range from political risks and
financial risks to strategic risks. Therefore,
a thorough risk analysis is essential in
order to investigate which of these risks
are important for a specific company and
therefore must be monitored accordingly.
So an IT company basically regards itself
as being exposed to different risks than
a chemical corporation or
a food wholesaler. A small
or medium-sized company,
which primarily produces for
the local market, encounters
different risks than a multi-
national company with global locations,
international supply chains and various
interdependencies.
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Risk Management: Definition

Risk management includes all corporate
activities that serve to identify, assess
and prioritise risks. The importance of
risk management is based on the fact
that entrepreneurship always entails
risks and opportunities. It aims to mini-
mise the occurrence of events that could
damage the company and it should, at
the same time, promote potential oppor-
tunities. Particularly in an international
context, risk management is becoming
a significant part of companies as well
as becoming a factor for their success.
Furthermore, thanks to legal provisions,
such as the Control and Transparency

in Business Act (KonTraG) (introduced
from 1 May for all companies listed on
the German Stock Exchange) or the
Sarbanes-0xley Act (SOX) (introduced in
2002 for all companies listed on the New
York Stock Exchange) the systematic
identification and assessment of risks
have become legally binding for these
companies.
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Political Risks

¢ |nstability of the political
environment.

e Legal and regulatory risks.

o Wars.

e Corruption.

o Ftc.

Financial Risks

e Currency differences and
fluctuations.

¢ Economic downturns.

¢ Payments not received or
late payments.

o [nflation.

o Etc.

Apreas of Risk (diagram)

Risk Management — What Does It Actu-
ally Mean?

The first step for every company should
be to identify areas of risk that are rele-
vant to it. Classification can be carried out
according to various criteria. The follow-
ing looks at four different areas.

At the meeting in Viet Nam, alumni stud-
ied an example, a fictitious company from
Germany that produces and distributes
high-quality household appliances. They
worked on the assumption that the prod-
ucts were already on sale in almost all Euro-
pean countries as well as Brazil, the US,
China and Japan. The company now plans
to open a production facility in Viet Nam.
The risks summarised below could be iden-
tified as examples as part of a preliminary
step. While the findings in this seminar
were compiled specifically for Viet Nam,
you could equally prepare a similar analysis
for the other MP partner countries.

According to Transparency

Political

Risks International’s Corruption

Perceptions Index, Viet
Nam is ranked 123 of the 178 countries
tested. In addition to this, its regulatory
and legal conditions are characterised by
extremely high volatility.

Trade with US dollars is

Risks subject to regulatory rest-

Economic

rictions. In the past, the
local currency (VND) was exposed to
marked devaluations relative to the US
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Financial

Political Risks

Other Risks

dollar and only stabilised in the recent
past. A thorough prognosis of future
development should be undertaken. To a
certain extent, there are also strict regula-
tions for foreign investors (e.g. in relation
to investment licences or the recruitment
of foreign workers).

Strategic Here, there should be
S 2 detailed  examination

of whether expectations
regarding local market potential are realis-
tic. This applies to wage levels, the quality
of the workforce or the relevant labour
law among other things. In this regard,
proper planning is important.

Other For international compa-
e nies, these primarily include
reputational risks (e.g. due

to poorer working conditions in local
factories) or problems that arise from a
different understanding of business or cul-
tural differences (e.g. an advance payment

is often expected for orders in Viet Nam).

The second step should be to assess the
risks identified and to calculate how
likely they are to occur. Depending on
the complexity of the case itself, either
complex, mathematical models and sim-
ulations (e.g. for financial risks) or sim-
ple trend models can be suited to the
task. On this basis, the overall risk of a
company or a project should be calcula-
ted so that appropriate strategies and ear-
ly warning systems can be drafted during
the final step. In so doing, it is particularly

Strategic
Risks Risks

Strategic Risks

e Demand in local markets
doesn’t meet expectations.

¢ Not competitive.

e Fic.

Other Risks
e Cultural misunderstandings.
e Reputational risks e.g.
due to poorer working
conditions.
o Fic.

important to clearly determine responsi-
bilities and levels of escalation. Not least
due to legal requirements such as e.g. the
KonTraG, the issue of risk management
has increasingly been looked upon as a
top priority in recent years. In certain
companies, a ‘Chief Risk Manager’ has
been appointed who reports directly to
the board of directors.

“You should be aware of
risks but also not miss out

on opportunities.’
- Participant in the MP Alumni Seminar, Viet Nam 2013 -

Risk Management Without Borders —
Why Is It Important?

There’s no doubt that increasing global-
isation in recent years has led to greater
interconnectedness, internationalisa-
tion and cross-border interdependence
among companies. In this vein, compa-
nies have long been responsible not just
for their activities in their home country
but they also need to adhere to various
different legal systems, norms and stan-
dards. The globalisation trend therefore
holds great opportunities on one hand
(e.g. utilisation of cost benefits), but also
substantial risks.

For example, large international com-
panies have had to explain how tragic
accidents could occur in the factories of
their local suppliers in Bangladesh and

Pakistan. Apple, too, have had to grap-
ple with the working conditions of their
Chinese suppliers during a huge wave of
strikes. Thus, international companies’
responsibility for their complete supply
chain holds significant risks, particularly
with regards to their reputation.

Furthermore, having a presence on inter-
national markets means you must submit
to the relevant legal
regulations of other
countries. SOX,

2002, provided for

more stringent requirements regarding
risk management in companies. In cases
of doubt, companies were even subjected
to investigations by the US Securities and
Exchange Commission SEC. The rule
applied to all NYSE listed companies.
Since the law came into effect, however,
only five of what were originally 20 com-
panies are still listed in the US. There is
no doubt that, in recent years, risks have
increased in international business rela-
tions. However, opportunities have also
arisen which would have been inconceiv-
able a few decades ago.

How Do You Control Risks Without
Missing Out on Opportunities?

Would Henry Ford work to improve his
idea with the same ambition nowadays,
or would he meticulously weigh up the
risks and opportunities and come to the

‘If | worry too much about
all potential risks, | can no

which was intro- longer make any decisions.’
duced to the USin - Participant in the MP Alumni Seminar, Vietnam 2013 -

conclusion that his idea of an affordable
car, although promising, was too precar-
ious?

Perhaps. However, the goal shouldnt be
to completely eliminate all risks. Rather,
it’s about consciously recognising all the
relevant risks in order to be able to react
adequately and punctually. Furthermore,
a risk analysis should always also involve
identifying and
assessing the corre-
sponding opportu-
nities. Only weigh-
ing up the risks
and opportunities
can ultimately lead to the decision on
whether a project, investment or market
entry is worthwhile.

The systematic approach to risks and
opportunities should therefore become
an increasingly integral part of a company.
In this way, well-functioning risk manage-
ment can actually become a competitive
advantage in the long term, particularly in
international business relations. W

Jana Marlen Ackermann and her team

at BDG Vietnam support European compa-
nies during their market access and while
they are building up and expanding their
business in Vigtnam. She was previously
occupied in the department for group au-
diting at Bayer AG in Germany, where she
worked in the fields of risk management,
compliance and process optimisation.
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Motivating Employees
in Daily Business

Etymologically speaking, the term ,motivation‘ can be defined
as: ‘the force or influence that causes one to act’. Neuroscience
refers to the ‘energy for purposeful behaviour’, or the willingness
to act. This energy is present in every human being and simply
needs to be first activated, and then sustained.

Motivated employees top the wish lists of
companies, and a lot is done to encour-
age motivation. As a rule there are three
targeted areas companies associate with
‘employee motivation’:

o The benefits from the highest possible
level of performance and personal po-
tential of an employee in conjunction
with their dedication to fulfilling their
responsibilities
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o The long-term preservation of the exist-
ing and internally acquired know-how
and experience of an employee for the
company

e Positive public relations and improving
the image of the company, which is not
just extremely important for customer
acquisition, but also for attracting em-
ployees given the current shortage of

skilled workers

These three points alone argue very con-
vincingly in favour of promoting motiva-
tion. Accordingly, the range of measures
used in companies is huge and varied. In
keeping with the findings of occupational
psychology, approaches cover a whole
host of needs in their attempt to ensure
employees are motivated and stay that
way.

Structured career programmes offer
the prospect of promotion. Incentive
schemes and bonus payments reward
performance, while open office spaces
with communication zones are designed
to promote exchange and communal
thinking. Fresh fruit and massages serve
to foster well-being, and events in teams
or with the entire firm aim to increase a
positive feeling of community. But can
these measures truly achieve the desired
objectives, or are they really just short to
medium-term incentives that lose their
effectiveness over time? If that is the
case, then they could even be counter-
productive, since they might contribute
to keeping employees whose motivation
has sunk to the level of a ‘clock-puncher’,
or even lower, with the firm.

Performance is a key
component of a person’s
feeling of self-worth, a
fact illustrated by the blow
losinga job is to our self-esteem.
Employees want to perform and
are as a rule capable of activating and
maintaining their potential themselves.
But this necessitates an environment that
both promotes and allows for a process
of self-motivation and, conversely, avoids
anything that might prevent or reduce ex-
isting motivation, i.e. cause demotivation.
In hierarchical systems, direct supervisors
play a central role here. Through their
leadership style, they shape the immediate
performance environment and are best
equipped to identify a specific employee’s
individual motivating factors. As a rule,
any manager can use the following meth-
ods to create an open environment that is
motivating and activates potential:

Acknowledgement

Employees want to be seen; they need ac-
knowledgement. Even a brief nod from a
supervisor sends a signal, telling an em-
ployee: ‘T see you, you belong’. But these
small gestures of acknowledgement must
be sincere. People have very keen senses

and an insincere manager quickly loses
credibility.

Creating meaning through continual
goal association

A variety of approaches can be used to
establish, and re-establish, a relationship
to shared goals. Employees need to be
able to recognise the part they play in
achieving these goals and the effect they
would have if they did not carry out their
responsibilities adequately or properly.

Challenges
Challenges do not
overwhelm employ-
ees; they demand
performance  that
takes on a new form,
but is still within the
limits of an employ-
ec’s capacity. Here
an employee first
needs their supervi-
sor’s trust and sup-
port. This promotes
the development of
skills in a safe envi-
ronment.

Appropriate sphere

of influence

A cdearly defined

scope of work and

leeway in making de-

cisions commensurate with a person’s re-
sponsibilities contribute to the personal
sphere of influence that employees need
to independently prove their worth.

Regular feedback

Working without feedback is like driving
without a speedometer. Regular feed-
back regarding an employec’s job perfor-
mance provides orientation about what
they should continue, improve or change
in a given direction to optimally meet
their responsibilities. An annual official
job performance review is not nearly
enough here.

Affirmation by recognising achieve-
ment

The prompt recognition of good per-
formance is an important affirmation
employees need to maintain their mo-
tivation. It is important to clearly com-
municate exactly what constituted the
good performance, e.g. ‘accuracy under
tremendous time pressure’ or ‘meet-

ing deadlines despite late shipment.
Non-specific praise is virtually worthless
since it does not communicate that a su-
pervisor is interested in and has explored
a situation in detail.

Use of knowledge and experience

Employees in a company generate specif-
ic knowledge and experience about cus-
tomers, machines, products or processes
every single day. This expands their per-
formance potential, which is just wait-

ing to be activated. This potential often
goes unrecognised and as such unused,
although an employee would like to
bring it to bear on the job.

All in all, these are not really new or in-
novative findings. But a close look at the
course of daily business reveals a very dif-
ferent state of affairs.

Managers in general, and in middle man-
agement in particular, are by and large
not masters of their own fate. They are
under extreme pressure since in addition
to their core responsibilities they are
often actively involved in a variety of pro-
jects as well. They work under very tight
schedules, attending one meeting after
another, which leaves little time for their
actual leadership responsibilities.

Yet time is one of the key factors involved
in the approaches suggested above. Em-
ployees often complain that they only
ever see their direct supervisor between
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meetings with no real time to talk or ask
questions. As far as acknowledging per-
formance goes, it is more likely that the
‘if no one says anything, it must be right’
rule applies. Instead of being introduced
to new tasks in a targeted way, employees
are increasingly asked to jump in at the
deep end and often feel they are in over
their heads. At the same time leeway in
decision-making is being counterpro-
ductively limited, through central EDP
parameters, for example. Team meetings
are used more to
pass on pure infor-
mation about cur-
rent functional and
operational require-
ments and less to op-
timise targeted co-
operation or shared
thinking. And when
employees reach
retirement age or
enter into early re-
tirement, companies
often lose decades
of experience and
expertise that have
not been preserved
in any form.

These are just a few

examples of the daily

processes of demo-

tivation that take
place in companies. Most seem unaware
of the connection, since the contradiction
with the oft-expressed desire for motivat-
ed employees could not be more obvious.
Against this backdrop, though, the effect
that the introduction of measures to im-
prove employee motivation could have
is clear. But these measures alone cannot
initiate what is being hindered elsewhere.
The key to motivated employees is really
more about promoting a management
style that makes employees feel appreciat-
ed, and less about a wealth of incentives.

Nicola Brandes works near Hamburg as a
personal trainer and management coach

for executives; in addition, she accompa-
nies change processes in SMEs.

65



SPECIALISED TOPICS

The Secret to
Successful Brands

Coca-Cola vs. Pepsi: it is the battle of the giants. If both beverag-
es are sampled by blindfolded testers, 51 per cent prefer Pepsi.
However, if the blindfold is removed, 65 per cent decide for
Coca-Cola. But what does this mean for the brand? The appeal
of the Coca-Cola brand beats Pepsi’s sales arguments of quality
and taste. A brand’s appeal therefore provides decisive added

value for the target group.

Regardless of what applies to you, your
individual benefits will in this case out-

weigh the price that you have to pay for
it. And it is exactly these strong, indi-
vidual benefits that make products into

brands.

Brands are valuable. They offer additional
benefits that a product alone cannot com-
mand. A brand’s appeal therefore pro-
vides decisive added value for the target
group. The brand is the central sales ar-
gument and enables a clear competitive
advantage. However, brands also have a
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clear orientation function within com-
merce and thus facilitate the purchase
decision. They lend security and are reli-
able companions to which one willingly
remains true. In short: strong brands
trigger positive emotions in buyers. And
this competitive advantage is a strong
argument against a potential price war
with a competitor.

But how exactly do you create strong
brands? What are the secrets of success-
ful brands and how can these be used for
one’s own company?

German strategist Angela Lehmann’s EVE
& ADAM brand model: the seven strate-
gies for success of strong brands

E = Emotion

From neuromarketing, we know that we
consciously perceive just five per cent of
all sensory impressions and experience
95 per cent on a subconscious, emotional
level. Strong brands are able to appeal di-
rectly to our gut feeling with emotional-
ly-charged messages and to influence our
consumer behaviour.

If a customer has the choice between a
product to which they have an emotional
bond and one they are indifferent to or
even dislike, they will always choose the
product that appeals to them the most.
A similar situation applies in business
between two companies (B2B): it is also
about emotions in this area. The focus is
on reliability, trust and competence in
particular.

In principle, one could say that the higher
the level of appeal, the more attractive a
brand is.

V = Vertrauen (Trust)
Trust forms the basis of all strong brands.
But how can you generate trust in your

brand?

First of all, it is important to know that
trust is something that develops over a
longer period of time. It is determined by
reliably high product and service quality,
a high degree of credibility, consistency
and stability.

To generate trust, management must
ensure that all employees — from the
management team through to the skilled
workers — live the company values and
ensure consistently high quality products
and consulting.

Miele constitutes one particularly good
example of a company that has success-
fully earned itself a clear advantage with
a strongly embedded culture of trust and
uncompromising quality leadership com-
pared to its rivals.

E = Einzigartigkeit (Uniqueness)
Strong brands are always perceived as
unique and distinctive. A brand that is
not unique can never be a strong brand.
But how can you create uniqueness?

The good news is that uniqueness can
be planned. A brand’s uniqueness is em-
bedded at the brand’s core and compris-
es a combination of core competence,
unique selling points and identity. While
the core competence answers the ques-
tion of “What is our range of service?,
the unique selling points address the
question of “What makes us unique?’
or “Where does our clear competitive
advantage lie?” Given that products are
often interchangeable for consumers,
intangible factors such as service and
above all the brand identity play a ma-
jor role. The sum of all characteristics
we assign a brand is understood to be its
identity. Supplementation with these
human traits forms the cornerstone
for the development of a strong,
emotionally-charged brand.

A = Authentizitit (Au-
thenticity)

Strong brands are credi-
ble in their presence and
appearance. Authentic-
ity generates trust and
is therefore extremely
important  to  brand
management. But when
exactly is a brand per-
ceived as authentic? It is
important for management
and employees to firmly
establish the brand values in-
ternally and to live these every
day. Thus, company management
assumes a role model function and con-
veys the ‘lived’” brand values via the man-
agement level deep into the company. The
employees can only be enthusiastic about
abrand if top management exudes this en-
thusiasm and lives it themselves. In doing
s0, the head of the company can not only
reinforce the brand internally but also ex-
ternally as a brand ambassador. A compa-
ny’s employees are increasingly also brand
ambassadors, though. When employees
believe in a company and its brand or can
identify with it, they will live the brand
values (brand behaviour) and spread the
brand message via social channels such as
Facebook and Twitter. Thus, they become
credible multipliers for their own compa-
ny; they become brand ambassadors.

D = Durchgingigkeit (Consistency)

The brand message must now be visu-
alised and communicated to all brand
contact points in the same format. A uni-

form, consistent design framework must
be developed around the brand core -
the so-called corporate design or brand
design. This is understood to mean de-
termination of the logo, tag line, colour
codes, visual language, tonality, lettering,
design, etc. This framework must now be
individually attuned to each advertising
medium, then applied consistently. The
customer thus takes note of the brand
message in an identical form at every
contact with the brand. The outcome is a

uniform, consistent brand image.

\lisualisation

A = Auf Augenhéhe (At eye level)

Successful brands are primarily charac-

terised by a distinctive customer orien-
tation. Customer loyalty plays a decisive
role in this. You must ascertain what
customers expect of your product or ser-
vice. What are their buying motive, atti-
tudes and expectations of your product?
When you know the answer to this ques-
tion, you will know which minimum
requirements you must also fulfil. If you
would like to ensure customer loyalty in
the long run, then offer customers addi-
tional benefits that they do NOT expect
from you, for it is exactly these that will
impress them. One possibility to impress
customers is to make them a part of the
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business process. Allow them to get in-
volved in the development of products,
design of packaging or composition of
product lines. Applications running on
social platforms such as Facebook and
also mobile apps offer countless possibil-
ities. In the B2B field, it is naturally also
still possible to contact customers direct-
ly and to make mutual trust between cus-
tomers and suppliers the measure of all

things.

M = Marktdurchdringung (Market
penetration)

A brand is only strong when it has att-
ained a certain degree of recognition
among the core target group. While
global brands such as Coca-Cola
and McDonald’s achieve almost
one hundred per cent brand
recognition in the mass
market, smaller companies
should concentrate on
strengthening the brand
in their niche market.

To achieve high market
penetration, the brand
must also be commu-
nicated to the outside
world and showcased.

Every single advertising
message and each campaign
idea should always underpin
the brand core. Regardless of
whether traditional media such as
print materials, outdoor advertising or
online media, the maxim of ‘Creative
ideas beat high budgets’ is universally
applicable. The better, more unusual the
idea, the fewer financial means must be
made available for market penetration.
The ideas must surprise, enthuse and
appeal to the target group emotionally. B

Angela Lehmann accompanies organisa-
tions, from SMEs to corporate groups, in
a managerial position during the strategic
and communicative alignment of their
brands. She worked for more than ten
years in New York and San Francisco as
managing director of a marketing agency
and developed brand strategies and
communication concepts for the North
American market.
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