Paper title: Experience of Germany in export promotion and possibilities to apply it in Armenia
Karen Grigoryan

Abstract: The research objectives of the paper are the formulation of export development strategy and studying experience of Germany in export promotion, institutional strengthening of public and private organizations involved in the export promotion process and export financing and possibilities to apply these activities in Armenia. In the methodical-oriented research paper the importance of exports for German and Armenian economies has been represented. Export is the driving force behind economic relations of Germany abroad. In the case of Armenia, the export-oriented policy should be run by national government in order to promote the production, and therefore, the economic growth. In the paper the basic features of export promotion in Germany are analyzed. Export promotion policy has concentrated on improving foreign market access for domestic companies rather than discriminating against foreign competitors. Actually, being liberal enough the federal and also provincial governments in Germany have nevertheless numerous instruments of export promotion and stimulation at their disposal. The possibilities to apply such a instruments in Armenia are analyzed in the paper. The basic issues that serve as methodical base for the research are basic fundamentals of international economics, theories of open economy and principles of market relations, concepts of Government’s assistance and analysis of the problem in a comparative setting and in this respect, the experience of developed industrial country - Germany. 
Keywords: export promotion, trade policy, regulation, fiscal incentives, export finances, strategy, trade promotion organization, small and medium-sized enterprises, competitiveness, Germany, Armenia
JEL classification: E02, E61, E65, F14, F17
Author: Karen Grigoryan
Author Affiliations: PhD in Economics, Associate Professor, Armenian State University of Economics, Yerevan, Armenia 
Acknowledgements: I would like to express my gratefulness to Professor, Doctor Dieter Bender (Ruhr-University Bochum, Germany) and Professor, Doctor Ishkhan Tigranyan (Armenian State University of Economics, Armenia) for their generous support, discussions and recommendations that substantially improved this paper. 

Experience of Germany in export promotion and possibilities to apply it in Armenia

1. Introduction: Theoretical framework

The experience of many countries showed that export revenues play an important role in achieving economic growth in both low- and high-income countries. Exports are crucial for the economic development of nations (Almeida Couto et al. 2006; Girma et al. 2004; Lages and Montgomery 2004). Anyway, there are some characteristic peculiarities and differences among them. Hence, there are agglomeration effects, since the four largest EU economies (Germany, UK, France, and Italy) are the four most important hosts. It is also apparent that the share of world-wide production undertaken in Europe has risen in the last two decades. Germany is the dominant production location, suggesting that even for tradable goods in a Europe with few barriers to trade, location decisions do not just reject relative labor costs.

Remarkably, a number of calibrated models suggest that the single market program (SMP) in Europe should also have significant effects on location (Ottaviano and Puga, 1997). Initial declines in the costs of market entry stimulate agglomeration, with industries exploiting economies of scale and locating close to large markets.
Whether formally recognized or not, government and exporters usually are involved in a "public- private partnership," in which the private sector provides the initiative and the public sector provides the necessary controls and support. Generally, export promotion is the most important part of the commercial policy of many countries. Export promotion means carrying out an active trade policy. In the last decades, it concerned, first of all, developing countries and countries in transition (Grigoryan, 2011).
So, the experience of the Germany in the export promotion is especially interesting because it may allow predicting the long-term outcomes of export promotion and structural policy of Armenia. The following sections in this paper lay out the main features of the export promotion in Germany and in Armenia. The conclusions draw out lessons and recommends for export developments.
2. Study of regulation principles in Germany and in Armenia

Germany has pursued export-oriented economic policies since World War II and has generally been keen to foster further integration at the European and international levels. Over the past five decades, Germany has been involved in all major multilateral agreements to lower and remove barriers to trade.

Within the EU, it has also been a promoter of an open common external trade policy. International trade agreements have resulted in the lowering of tariffs for manufacturing products, and set trade in services on the path of progressive liberalization. Moreover, the development of the Single Market has led to the decrease of regulatory barriers to trade within EU countries, and the development of internal market directives has helped to open some key sectors, including telecommunications and energy, to competition.

It should be marked that the government of each country must be seen to be committed to the policy in order to make it effective and as such the policy should be widely published and promoted. Hence, all other policies, regulations and actions will be based on these objectives and enhance coordinated activities. Measures should be taken by the government to ensure fair, automatic, transparent and even implementation of international trade and business laws. To this end, there also needs to be easy and quick dispute settlement of procedures and recourse to a strong and independent judiciary. 

The contents of a formal international trade policy for Armenia should include: 

a. In general, the aims and objectives for promoting exports and special focus on value added exports. This should include target products or sectors and markets to be developed, justified by local competitive production/comparative advantages and market opportunities and requirements. Commitment to international rules and regulations can also be demonstrated through details on WTO and PCA implementation, which will ensure a fair, open and transparent trading regime. 

b. Surely the macroeconomic policies directly affect exports and need to create an environment in which trade flourishes. Although now Armenia has a stable economic situation, high interest rates and an overvalued exchange rate mean that export investment is limited and exports are uncompetitive. The government should consider widening its economic targets from stable prices and loosen monetary policy to allow a reduction in interest rates and depreciation in currency to its equilibrium level in order to encourage productive investment and competitive exports. Policymakers should encourage competition in domestic markets and innovation so that incumbent firms that are close to the technology frontier can become more productive and thereby increase exports (Grigoryan, 2006). 

In general, it should be mentioned that there is debate between supporters of macroeconomic regulation and market openness. An important step in ensuring that regulations do not unnecessarily reduce market openness is to build “efficient regulation” principles into the domestic regulatory process for social and economic regulations, as well as for administrative practices. 

Here the experience of Germany should be relevant, because of well-regulated system of this country. The six efficient regulation principles are:

· Transparency and openness of decision making,

· Application of competition principles,

· Non discrimination,

· Use of internationally harmonized measures,

· Avoidance of unnecessary trade restrictiveness,

· Streamlining conformity assessment procedures.

These principles have been identified by trade policy makers as key to market-oriented, trade and investment friendly regulation. They reflect the basics underpinning the multilateral trading system, concerning which many countries have undertaken certain obligations in the WTO and other contexts. In order to ensure international market openness, the process of creating, enforcing, reviewing or reforming regulations needs to be transparent and open to foreign firms and individuals seeking access to a market, or expanding activities in a given market, an important element of market openness since it might be the source of de facto discrimination against foreigners.

c. Although the export and import regime policy and regulations are fairly open and clear, however, the application of these policies is in practice onerous. Therefore, the policy and regulations need to be presented clearly so that there is no doubt regarding the application. The government should also make provisions for arbitration for any transgression of such laws. 

d. Eventually, there are no so much incentives to exporters in Armenia. As part of the government commitment to the development of exports, it should propose and implement a comprehensive package of incentives. This would not only encourage the development and investment in exports but also, send a clear national and international message that the Government is seriously committed and has allocated appropriate resources in pursuit of export development. Such resources should include fiscal incentives for exporters and well defined and adequately financed programmes and support to exporters. 

e. For policy makers it should be taken into account that the wider policy environment affects international trade. To show commitment to prioritising export development, other policies should be revised or developed to support export objectives. These should include a clear and comprehensive policy and promotion of foreign investment; enforcement of customs rules to ensure government officials follow these strictly; free competition, privatisation and business regulations to allow business to make all decisions, especially in areas such as redundancy. 

At the meantime, it is important the assessing the impact of regulations on trade. Here, the German experience is useful. In Germany Regulatory Impact Assessment is a relatively new concept enjoying priority under the current government program “Modern State, Modern Administration”. The value added of Regulatory Impact Assessment is seen in leading to improvement in the quality and a decrease in the quantity of regulation by providing better consideration of its economic impact.

Initiatives to reduce administrative burden are given priority in the above-mentioned government program and in the “Agenda 2010”. The Federal Ministry of Economics and Technology has established a division named “controlling bureaucracy” whose purpose it is to monitor and reduce red tape
. Furthermore the country is expanding the use of information and communication technology. As part of these reform programs Germany already succeeded in putting over 170 administrative procedures online. “Bund online 2005” is an e-government initiative that continues to form an important part of “Modern State-Modern Administration” and the “Agenda 2010”. At the local level, action has also been taken. In particular it is aimed to establish “one-stop-shops” in the medium term throughout the country in order to improve the interface between enterprises and local authorities. Different FDI agencies offer support to foreign investors in their interaction with the administration. At the federal level this is the case of two offices, the Industrial Investment Council (IIC) and the Federal Commissioner for Foreign Investment in Germany. At the regional level there are 1000 offices in place whose purpose is to attract FDI.

For Armenia, one of the opportunities of export earnings growing is the increasing in value-added production, because of current small value-added exports. In this respect value chain analysis can help Armenia, as well as the other developing countries make the most of their exports. An innovative, sector-based approach to competitiveness focuses on getting more value from goods and services produced for export. The most likely area of interest for exporters will be in national programs that help the sector in which they perform.

Strategy-makers must respond to this ‘sector-centric’ preoccupation, for two reasons. First, exporters need to ‘buy in’ if the strategy is to be successful. Second, without a sector-specific orientation, the strategy won’t address key competitiveness issues that ultimately dictate national export performance. Sector-level strategy means more than identifying market opportunities and organizing related support programs. 

In this context, value chain analysis is an innovative tool that developing countries should consider. The value chain approach analyses, at the sector level, each link in the ‘chain of activity’ - from the time when the product or service is only an idea to the time when it is disposed of after use. A value chain for any product or service extends from research and development, through raw materials supply and production, through delivery to international buyers, and beyond that to disposal and recycling. By ‘mapping’ this process from start to finish, strategy-makers can better determine where they can capture greater value within the national component of the global value chain.

As it is known, the quality, volume, and speed of delivery are among the elements that buyers take into account. Buyers’ requirements, together with market conditions — such as market access, standards and regulations, and consumer preferences — determine whether firms from a given country can compete effectively. Therefore, a successful sector-based strategy to capture more export earnings needs to reflect market conditions, buyers’ requirements and the processes required to deliver a product to the market.
3. Fiscal incentives and finances for export development

The development of the export sector will be encouraged, attracting much needed local and foreign investors, there must be financial rewards available to reduce and compensate against the risks of exporting. These financial rewards generally can be given in the form of fiscal benefits through the tax system. This does not involve any finances from central government but simply reduces the tax burden on exporting companies. The benefit to economic growth of the country and increased employment and therefore, income tax, will in fact increase government tax revenues in the medium term, despite foregoing some revenue now. Fiscal benefits to exporters can be considered in two categories, tax relief benefits and tax reduction benefits. In the case of case relief benefits, the current tax regime penalizes exporters, as some export marketing expenses are non-deductible from taxable profits. This means that expenses for advertising outside Armenia, training staff in foreign countries and expenses, above minimal allowances, for foreign trips (including sales and marketing) are not taken as non-table expenses, thus increasing tax and reducing retained profits. Therefore, it is essential that the government include such marketing activities as legitimate expenses. 

The second set of fiscal benefits is the reduction or elimination of taxes. These can provide a menu of measures, which can be used together, or individually to stimulate the export sector. 

A common method of encouraging investment in the export sector is the system of tax holidays. This means that new exporters are given exemption from any corporate tax liability for a fixed time period. Since exporting is risky, this increases profits retained by the company and increases the return on investment. Exporters are thus rewarded for their risk. The period of relief given to exporters will depend on the perceived level of investment required so if it is anticipated that major long term investment in the target export sectors is required, a 10 year tax holiday period may be given, if lower investment levels are required then perhaps a shorter holiday period could be given of 3 or 5 years. 

In drawing up any scheme, careful and clear guidelines must be thought through, as there is potential for fraud. Companies, after the holiday period can sell all the assets and factory to a new company with the same owner structure. They can claim to be a new exporter and enjoy a new period of holiday. This needs to be considered and safeguards put in place. When drawing up such legislation, consideration should be given to WTO compatibility. This depends on the status of Armenia as a “developed” or “developing” country and whether infant industry laws can be applied and whether tax holidays are given to all exporters or to a particular sector only. 

The next fiscal incentive is to encourage exports throughout the whole business community is to apply a system of tax reduction on exports. This would mean that profit from export activities would attract lower levels of profit tax than domestic activities. Again, there needs to be careful investigation as to the compatibility of such a scheme within WTO rules on subsidies.
 The improvement of custom service in Armenia is also can follow German experience. To foster a constructive dialogue with the business community, German customs authorities have engaged in a range of confidence building measures. Legally this is reflected in recent customs decrees. For example, customs officials meet regularly with business associations in working parties. Furthermore German customs engaged in trade facilitation measures such as the application of simplified declaration procedures, local clearance procedures and incomplete customs declarations. In the latter case declarations can be processed either as soon as some initial declarations have been made or when goods are recorded at the premises of the consignee. They are then released for customs procedures largely without any direct involvement of the customs authorities. Over 80 per cent of imports and exports are dealt with under one of these procedures.
One of the factors, which negatively affects to export development in Armenia, it is absence of direct trade finance facilities. This increases the risk of exporting and discourages export activities. There is a need for a government agency to be established to provide such facilities at international competitive and locally affordable rates. For such an institution to be effective, it would have to be adequately resourced. Such an institution would need to provide: 

Export Credit: credit to cover the working capital deficit between production and payment. Such credit covers cash flow problems rather than 100 per cent of the export value and typically, exporters carry 20-50 per cent of exports over 3-12 months. 

Export Guarantee: This government guarantee insures the export credit in case of default on the repayment by the enterprise’s buyer. If the buyer defaults, then the exporter does not have to worry about repaying the export credit. Such guarantees can also be used to develop commercial export credit where the government export guarantee reduces the risk to the bank. Exporters can use such a guarantee to obtain export credits from the commercial sector. 

In Germany, the Euler Hermes Kreditversicherungs-AG and PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprüfungsgesellschaft manage the official export credit guarantee scheme on behalf and for account of the Federal Government. Euler Hermes acts as leading partner in this consortium, which explains why these guarantees are widely known as ‘’Hermes Cover’’ in the business world.

Wholeturnover Policy (WTO Policy): A Wholeturnover Policy is a form of multiple transaction policy under which the exporter can safeguard transactions with several buyers in various countries. Cover can be given at a much more favorable premium rate than for specific risk guarantees. In addition, no administration or processing fees are charged. The Wholeturnover Policy has a currency period of two years. Cover for the individual amounts receivable begins on the respective shipment date of the goods.
Medium and long-term export credits are regarded as those with an agreed payment term exceeding 24 months. Medium-term credits are available in the case of credit periods up to five years, while long-term credits may run for up to 12 years after commissioning of the plant and only involve power plant projects or the financing of large commercial aircraft. 

In the case of high-risk importing countries, the maximum amount of all risks to be covered may be limited by a cover ceiling. Cover may also only be given on condition that there is a bank or government guarantee for the foreign buyer.

Apart from insolvency and political risk, medium and long-term specific guarantees also insure the risk of non-payment of the covered receivables. This also holds true for guarantees safeguarding transactions with public buyers, which otherwise only cover the political risk. This is because non-payment from a public debtor who cannot be put into bankruptcy generally constitutes a risk for the state budget, and is consequently a political risk.

Structured finance constructions look primarily at the commercial viability of a project. They are thus a means of granting cover for projects deserving of support even if the level of conventional cover available for the country concerned is limited. A form of structured finance which has long since established itself is project financing.

Project financing schemes are complex export transactions in which the operating costs and the debt service for any loans taken out are generated by the project itself. The credit standing of the foreign buyer plays less of a role here than the project itself. In this type of business, the emphasis is thus on an extremely careful analysis and evaluation of the project risks.

A security package tailored individually to each project guarantees that the revenues from the project are used to service the loans. In countries with a substantial transfer risk, it is essential that the hard currency revenues from the project are paid into offshore escrow accounts outside the country of the project.

Large-scale export transactions are increasingly bank-financed. In most cases, the German exporter gets in touch with a bank which then extends a loan to the foreign buyer, enabling him to pay the purchase price of the German exporter at the point when the goods are delivered.

The bank thus has a claim on the foreign buyer for repayment of the loan. A buyer credit brings the exporter immediate relief for his balance sheet and increased liquidity.

Export Insurance: It is worth to mark that the export credit and guarantee only covers part of the payment due from a contract taken as credit and so an exporting enterprise has a risk of default on the balance. Export insurance covers this difference so that an exporter can recover all his costs and contract revenue in the case of non-payment from its buyer. Conditions are placed on such finance to ensure that proper recovery procedures have been pursued before the insurance is enacted. 
4. Strategy of promotion and organizations involved in the export promotion process

In Armenia export promotion and development should focus on the following needs, which are not being addressed effectively at the moment.

Formulation and Development of a National Export Development Strategy. Despite a great number of sector studies being undertaken within Armenia, it is not finally and completely clear which products and sectors have competitive advantages. This is because no study has undertaken detailed analysis of the competitiveness of Armenian products in international markets. This is a fundamental flaw in the analysis - can Armenian products be sold on these markets and what do enterprises need to do in order for their products to be acceptable. This relates to the design, price, production techniques, packaging, standards compliance and conditions of sale. Until such a study is undertaken on Armenian products, the studies and strategies within Armenia will be ineffective. Once the products that are or could be sold competitively are known, and the markets that have a demand for them are identified, only then can concrete actions and programs for export development and promotion be designed; that is strategies will be developed around the needs of the market and the capabilities of Armenian industry and economy. This is a basic and fundamental analysis, which should be accorded highest priority by the Armenian Government and donors alike. 

As showed the export promotion experience in developing countries particularly Export strategy-makers devote too much attention to attracting foreign direct investment (FDI) as a means of increasing export capacity and reinforcing export competitiveness. Competition among countries for foreign direct investment will be as — if not more — intense as it is among exporters for market share. For any investment project, there are likely to be numerous contenders, but only one winner. The chances of success are slim for many developing countries, especially those that do not have an established FDI track record, do not have a natural competitive advantage, such as proximity to the target export market, or a key input to contribute.

 Of course, national export strategy must work towards ensuring and maintaining a pro-investment environment, a competitive investment regime, a proactive promotion program and an efficient investor servicing capacity. But in the final analysis, the decision to invest rests with the investor - the foreign investor - over whom the strategy-maker has little direct influence.

Creation of an Effective Export Promotion Agency (EPA). There is a lack of even the most basic export information and promotion services available in Armenia. Exporters have no single place to obtain trade information, export related training, advice or assistance. In addition, no single organization has developed relations with external trade promotion bodies such as European Import Promotion Organizations, trade associations and foreign Chambers of Commerce. Due to this lack of export promotion facility, several organizations are attempting to fulfill part of this role on an ad-hoc basis. These include the Armenian Development Agency (ADA), the Chamber of Commerce and Industry (CCI) and the Union of Manufacturers and Businessmen (Employers) of Armenia (UMB(E)A). Despite these organizations make efforts to promote exports, anyway, they still need more skills and resources necessary to fulfill this function. 

So, what is urgently required, is the development of a focal point for export promotion in Armenia to act as a catalyst to support and interact with the other organizations and co-ordinate export promotion activities in the national interest and based on a national export development strategy, defining and actively promoting internationally competitive products on markets which have high level of real demand. The activities of such an organization should be clearly defined and fairly modest to begin with and emphasis being placed on practical assistance to exporters providing a range of market data and answering queries in an export library, providing export marketing training, problem solving and assistance and undertaking specific export marketing programs (including trade fairs and missions). It is not clear whether any of the existing agencies could be re-oriented to fulfill this task, anyway, some of them, most reasonably and preferably ADA and CCI can unite and create EPA or EPO (as organization).

In principle, these activities will be directed to all sectors. However, specific programmes and direct assistance will be given to target sectors that represent those with the best potential in Armenia. Since Armenia has a relatively small production base, and limited resources, the scope for increasing output is limited. Therefore, concentration has to be made in those sectors that have high value added potential and identifying new markets that provide higher prices for existing Armenian exports. 

It is to be mentioned that Germany's system of external economic promotion is supported by Government and business alike.

1. The foreign missions (embassies and consulates), 

2. the German Chambers of Commerce Abroad, Delegate Offices and Representations of German Industry and Commerce as well as 

3. the German Office for Foreign Trade,

which form the three pillars of external economic promotion. All three establishments are present in the world's key export markets. In other countries, companies can always rely on the support of the German foreign missions as a partner. Anyway, the Ministry of Economics and Technology bears the leading responsibility within the Federal Government for the promotion of foreign trade, and  to this end it develops concepts for sets of mechanisms, creates individual mechanisms, and adapts existing mechanisms to changing demands; all this in close collaboration with German industry. 
Armenian foreign missions are not involved actively in export promotion policy, thus the German experience one of the best example. The most important task of the global network of more than 210 embassies and consulates-general is to represent German interests in the host country, also in the economic sphere. The foreign missions advise German companies and help them establish contacts; they support companies in dealings with government agencies to which they have particularly good access given their function. Finally, they work to improve general market access.

Promoting German economic interests is a priority task for the foreign missions. There is always at least one contact person for external trade issues. Many embassies also have staff from other federal ministries who can bring their knowledge to bear in fields such as the economy, agriculture, science, development cooperation, financial or social affairs. Companies can either approach the foreign missions directly with a request for assistance (list economic contacts) or contact the Federal Foreign Office in Berlin.

In Armenia the Chamber of Commerce and Industry has only several representative points in some countries. Eventually, there is no experience of member companies abroad. So, German Chambers of Commerce Abroad are voluntary groupings of companies from Germany and a partner country based in the latter. Chambers of Commerce Abroad are establishments recognized by the German Association of Chambers of Industry and Commerce (DIHK)
. They work to represent the interests of businesses in the two countries and promote trade in both directions. One of their most important tasks is to promote external trade for members and non-members alike. This is why they receive financial support from the Federal Ministry of Economics and Technology. German Chambers of Commerce Abroad have some 40,000 member companies around the world, two thirds of the members are based abroad, one third in Germany
.

In some countries where the market economy is only just being developed or where chambers of commerce abroad are still to be set up, the German Association of Chambers of Industry and Commerce has set up Delegate Offices and Representations of German Industry and Commerce in order to promote external trade.

The network of German Chambers of Commerce Abroad, Delegate Offices and Representations in more than 80 countries offers a wide spectrum of services for a small fee that can be requested by German companies when setting up and engaging in business relations from Germany or abroad.

The other useful German institutional unit, which promotes the exports, is German Office for Foreign Trade by providing comprehensive information on the economy, the German Office for Foreign Trade helps German companies find a foothold abroad. The services offered range from providing contact persons, economic data, project, legal and customs information to practical information on doing business, assessment of sectors, country reports and market analyses.

As well as its information service, the headquarters of the German Office for Foreign Trade in Cologne has more than 6,000 publications for consultation. Interested companies can request tailor-made information, even via the Internet. When collating its information, the German Office for Foreign Trade uses a global network of some 50 market observers. It also evaluates the economic reports drawn up by the German embassies and consulates-general.

The German Office for Foreign Trade is an agency of the Federal Ministry of Economics and Labor. So, it will be very relevant to create such an office in Ministry of Economy of the Republic of Armenia, taking into account the functions and responsibilities of this ministry.

Obviously, the trade promotion organizations in developing and transition economies need to refocus on competitiveness to help their exporters succeed in the new trade environment.

Undoubtedly, competitiveness and development objectives are compatible. Together, they ensure long-term, sustained improvement in export performance, but their compatibility is not automatic. Another challenge now confronting national trade promotion organizations is how to make them complementary. For TPO managers this means the following:

First, they must be comprehensive in their approach. A competitiveness-based export development approach requires that trade support be available to the business community at all critical points of the export value chain. Support must be available to enable the exporter to produce and deliver more competitively. Support must also be available to the new entrepreneur, to the aspiring entrepreneur and to the export-oriented non-governmental organization. 

Second, they must specialize. General services do not contribute much to competitiveness, whereas specialized services do. 

The spectrum of services that is needed to sustain export competitiveness at the national level and the investment that specialization implies are beyond the capabilities of a single trade support organization. A multiple-agency approach to export development is required, so, third, they must build a national trade support network. 

Fourth, they must strengthen the network through partnerships, both in country and abroad. TPO managers must reinforce the network by implementing joint programs with other specialized trade support organizations, ideally focusing on a specific need within the export community. 

Finally, they must keep on top of this turbulent business environment by being prepared to adapt. TPOs must benchmark their performance, measure results and adjust when the impact is less than planned. 
The national TPO is best qualified to undertake both roles and should take the lead to: 

· Identify the elements of a competitiveness-based approach to export development. 

· Determine the areas where trade can best contribute to overall economic development; and Create a national trade support network that involves public-private sector partnerships. The network should be based on specialization and address all aspects of the export value chain. 

· Establish a unifying vision for all members of the network. Initiate the preparation of a national export development strategy that is not a wish list, but is based on a realistic assessment of medium-term export opportunities, of the constraints to achieving competitive advantage and of the strengths and resource limitations of key members of the national trade support network. 

· Develop the strategy with the full participation of other network members. 

· Ensure that it has a development dimension and that it receives ongoing political endorsement. 

· Focus on providing three specialized services: commercial intelligence, export counseling and a hands-on referral service to other specialized members of the network. 
5. Promotion of small and medium-sized enterprises and competition policy

As it is known, small and medium sized enterprises (SMEs) are more flexible in dynamically changing export markets and additionally make more competitive environment, therefore the promotion of SMEs is vital for Armenia. 

Germany has a good experience in this field, since one of the main tasks of the promotion of economic development by the federal government is to provide assistance to the small and medium-sized companies. The aim is to reduce the competitive disadvantages of the small and medium-sized companies compared with the big enterprises. At the same time a contribution is to be made to efficiently combat unemployment by increasing the readiness to business start-ups and to prevent the risk of an insufficient adjustment to structural changes.

For this purpose, the following promotion programs and individual assistance projects were launched by the federal government; BAFA makes a considerable contribution to their putting into practice.

An important task is the promotion of advisory services and training. Financial aid is granted for start-up counseling and general advisory services, e.g. issues of business management, adjustment to new competitive conditions and environmental protection. Furthermore, assistance is granted for information and training courses above company level with the aim to improve the productivity of already existing companies or to give information about business start-up.

Another important task is the promotion of national trade fairs. Small and medium-sized companies in the new lander get stallage grants at selected international and national fairs and exhibitions which take place on the territory of the Federal Republic of Germany and which are considered eligible for assistance by the Federal Ministry of Economics and Technology (BMWi). By the help of this program BAFA makes an efficient contribution to the sales promotion of products from the new lander
.

BAFA also renders administrative support to the participation of German companies from the old and new lander in selected fairs and exhibitions abroad. Taking part in the official participation of the government in trade fairs abroad means a considerable saving of expenses, good advertising and representation possibilities as well as organizational advantages to the exhibiting companies.

The government’s "Technology Participation Program" (BTU) offers effective incentives to capital investment companies, other companies and private persons who are taking shares in firms to engage more than before in the development and start-up phase of small technology-based firms. If the investing company goes into default the government would bear part of the deficiency payment effected by out-of-court arrangement.

BAFA sees to it that the government’s interests are safeguarded in those out-of-court arrangements. Furthermore, BAFA is in charge of important individual tasks of promoting the small and medium-sized companies by BMWA: For instance, the Institut für Mittelstandsforschung (Research Institute for Small and Medium-Sized Companies) receives annual financial assistance in order to be able to fulfil its task to investigate the situation, development and problems of the small and medium-sized companies. In addition, BAFA supports the work of the Rationalisierungs- und Innovationszentrum der Deutschen Wirtschaft e. V. (RKW) (Rationalization and Innovation Centre of German Industry) and of the Arbeitsgemeinschaft für wirtschaftliche Verwaltung (AWV) e. V. (Work Group for Economic Administration) by giving annual grants.

In addition, the higher level of monopolization or experienced anti-competitive behaviour of companies in Armenia also has negative impact to export development, especially to the activity of small and medium sized enterprises, which could be more flexible in dynamic export markets.

So, again the German experience on international competition has to be understood in the context of its adherence to a social market economy. Maintaining a balance between fairness and efficiency is of major concern to the country. Available instruments to deter anti-competitive behaviour are well developed at the federal and Länder level. The Monopoly Commission (Monopolkommission), seated along with the Bundeskartellamt (BKA), prepares every two years an assessment and a forecast of the level of business concentration (main opinion). In addition it evaluates the applications of provisions on merger control and comments on topical issues of competition policy (special opinion).

Foreign players benefit from the fact that the BKA is a well funded institution enjoying a strong reputation in the country so that pressure from domestic interests can be contained. The World Competitiveness Yearbook gives Germany 7.47 points out of ten, supporting the argument that competition legislation in the country prevents unfair competition. The BKA can look back to a traditionally successful cooperation with the European Commission. The BKA is being consulted in transnational cases that might affect Germany. 

It is very important also the cooperation and collaboration between policy makers and exporters. In this respect, the experience of Germany will be useful for Armenia. Germany adheres to a consensus driven tradition, many legally binding decisions are reached in this way. German participatory politics is characterized by an intensive level of horizontal co-ordination and exchange of experiences, views, information and good practice in the forefront of rulemaking. Apart from the Länder, consultations can involve trade unions, business associations, NGOs or consumer associations. The responsibility to contact relevant stakeholders lies within the respective federal ministry. Timeline and choice of consultative parties can vary markedly between different public bodies. The majority of OECD countries have established open notice-and-comment procedures instead of or mostly in parallel to inviting clearly identifiable stakeholders.

Conclusions

German companies are interconnected with the international division of labour. Even in unfavourable world economic conditions, exports of goods and services have shown themselves to be a pillar of support for employment in Germany. As it is evident, foreign trade policy, among other things, creates conditions applicable all over the world in which trade and competition can develop as freely as possible. Currently one of the main aims of policy is to create an important impetus for growth and employment in Germany by successfully completing the current round of world trade talks.
The goal of foreign trade policy of Germany is also strengthening the competitive situation on the world markets, in particular of small and medium-sized businesses. This is very important for Armenia, which lost most of its Soviet Union oriented giant enterprises (combinats) and now has mostly small and medium-size enterprises.
Germany has traditionally been committed to an open international trading environment and non-discrimination among trading partners. Within the European Community, the government of Germany has used its influence in favor of a liberal common external trade policy and against the emergence of ‘’Fortress Europe’’.
In Armenia there is no developed financing focused on export. The German experience in this field will be very useful and relevant, since the lack of finances is one of the main problems of export sector of Armenia. Export insurance experience of Germany should also be applied in Armenia opening export insurance companies, because of higher economic and particularly transportation risks.
According to classic trade theory, a country benefits from specialising in the production and exportation of goods in which it has a comparative advantage, even if its trading partner is more efficient in all these goods in absolute terms. However, it is well known that the assumptions of these models do not fit well with real world conditions where markets, especially in developing countries, including Armenia, are far removed from functioning perfectly. 

Successful policy requires institutions capable of transforming trade opportunities into economic growth. According to the concept of “systemic competitiveness” (Esser et al. 1995, p. 6), the ability of central actors to set priorities and define sequences is one key ingredient in a successful transformation from an inward-looking economy to one oriented towards world markets. Gradually ensuring national control over the industrialisation process and correctly assessing the domestic industry’s potential for adjustment and restructuring is important in this respect. It also emphasises that welfare creation through trade liberalisation is highly dependent not only on specific country circumstances but also on historical developments (Schmieg 2006). That is why, despite trade policy of Armenia is considered to be one of the most open in the CIS by international organizations, the development of trade depends significantly on export stimulation, promotion and infrastructures. 
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