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ggefabe

The problem of export credit financing and export credit insurance
is closely bound up with measures for promoting economic development in
general by glving special help To exports.

In the developing councrles, where external financing of development
is becoming increasingly difficult or inadeguate because of the growing
needs of the economy and the various pulls on external liquid assetis,
export promotion has become a basic ard in a way decisive problem because

~exports are in the end the main, and sometimes the only, source of foreign

exchange. This explains the efforts made almost everywhere to sebt up systems
of export eredit financing and insurance.

There has recently been an exchange of views on this subject between
the Executive Secretary of the Economic Commission for Africa and the Chair-
man of the Association of African Central Banks. The Executive Seoretary
stressed the fundamental need, in the econcmic conditions which at present
surround the development of trade between African countries, to establish
arrangements capable of reducing the political and commercial risks which
accompany expansion and diversification in exports. These arrangements
would have to cover the terms and conditions for the financing as well ag
the risks they involved. He also pointed out that the Commission on Inter—

national Development, known as the Pearson Commission; had pointed cut in

its Repori that the success of export credit financing systems would depend
clogely on whether there were facilities for export credit insurance, and
that such facilities could be established on multinational bases. He said
the mgin aim in initroducing export credit insurance systems in African
countries was to facilitate and promote intra—African exports, particularly

of mamufactured goods or processed agricultural products. In conclusion,

he thought the Association of African Central Banks could play an important
part in this development, and hoped it would be discussed at the Assccia~
tion'ls next meeting.

The Chairman of the Association had azgreed that it was important to
establish export credit insurance systems and recognized that such systems
had been very successful in promoting exports from the industrialized .
countries, but added that large financial resources and extensive technical
knowledge were needed for setting up such systems. He had said in conclusion
that he would give the problem considerable thought and woild put it before
the members of the Association of African Central Banks for discussion.

~ iii -
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Ta HISTORICAL NOTYS AND REFERENCES .

1. Statesmen have 1on thought of the advantages tc be gained by settlng
up aﬂ insurance organ+z¢t10n 1o protect producers in some” economic spheres
avalnst ceriain chanhces-or rigks: that where large nurhers are involved, a
small sum. contributed by, shr many might help to cover and withstand any _
1arge losses which might occur. Thoughts turned first to crop—insurance, '
and . from the early 'twenties onward studies on the subject were publishéd.
The poss;blllty envigaged then was a stabilization of prices by insurance’
technignés. During the ‘ﬁhlrtles, the markets were hit by the Depr9551on
and threatened by origses and instability. Inter rational irade encourntered
many difficulties and had to face ceriain risks, so a system of export credit
insurance was brought in to maintain the -flow of certain exports and thereby

. to .contain the flocd of unemployment. In the Tfifties, as conditions for
international trade developed, the saystem of export credit insurance was

extended to medium, and then to long-term transaotlonso These sys+ems now
exist in all developed, marketmeconomy countries, in some with oentrally~
planned economles, and 1ncrea31ng1y in developlng countries.

2a, The work of the 1nternat10nal organlzatlons has in recent years been
1ncrea31ng1y concerned Wlth export financing and insurance for the credits
granted. At its Portyhthlrd session the United Natlons Heonomic and Social
Council adopied, resolution lQTO(XLIII) on export ‘credits both as an instru—
ment of development flnan01ng and as a means of promoting exports by develop~
ing countries. The Council recognized "the potentialities, noted in the
ammex to the Secretary-General's report on export credits and development

‘:flnanclng mA of national or regional export credit systems in the develop—

ing countries for assisting them in increasing their. exports and in financ—
ing trade among each other"” and requested the Secretary-General o consult

- with the appropriate national and international amthorities on the hest
. means of establishing the most practical national and regiomal schemes for
. the financing of capltal goods exports by and among the developln countries

on the basis of the available experience with existing export credlt schemes
in developln" and developed countries". The resolutior further requested

the Secretary-General to rerosrt to the Council on the results obtained in
that respect.

3e Similarly, the second session of the UNCTAD_Commiptee_Qn Invisibles
and Financing Related tc Trade had before it a report entitled "Suppliers!
Credits from Industrialized %o Developing Countries', drawn up by IBRD in

',”response to recommeqdatlon A IV 144 adopted by the first UNCTAD Conferencen

It also- requested IBED and the Unlted Nations Secretariat o’ conslder the

.. uge of export credits as a means - of helping developing countrles to 1ncrease

their exports and of financing trade among such countries, 2/,

1/ Documents E/4274, ST/ECA/95 and B/4274/8dd.1, ST/EC4/96.
2/ See report of the Committee on'its second session (TP/B/llB,_pafaéfép£}56).

N
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4o In ite decision 29(II), adopted at its second session, the United
Nations Conference on Trade and Development regquested “"the United Nations
Secretariat and the IBRD to continue, in consultation with other institu—
tions, the study cof commercial credit as a means of assisting developing
countries to increase their. exports and to.finance treie with each other .
including ways in which fuecilitisz available to them might be gtrengthened
and developed". 3By the same decision, the Conference also reguested the
United Nations Secretariat and IBRD to comsider "the possibility of re~
financing by international financial institutions of commercial credit
extended by developing countries®.

Be - To implement fhese requests, a work programme waé-drawn_up.by the

- United Nations Department of Fconomic and Social Affairs, followed by a

meeving of a round ftable, attended by interested international and national
agencies and instiiutions, o review the resulis of the survey and enguiry,
and to fermilate appropriate propozals for action.

6o The progress report of the Secretary-General on expori credits and
export promotion in developing countries ;/ submitted proposzls on the
Round Table to the Economic and Sccial Council at its foriy—f£ifth sessicn,
The Council adopied resolution 1358(XLV) approving these proposals and
requesting the Jovernments of Member States and other organizations to give
the Secretary—Gensral every assistance with a view to the formulation of
dynamic and realistic conclusions by the Round Table.

Te The Round Table was convened at United Nations Headguarters, New York,
from 24 to 28 March 1969 and drew up its report on export credit as a means
of promoting exporis from develioping countries g/,<

8. The sixth Summit Conference of Heads of State and Government of central
and eastern Africa, held at Khartoum from 26 to 28 Japuary 1970, also adopted
resolutions 2 and 3 recommending that studies be carried out of the possibi-
lity of establishing one or more export credit insurance institutions in
Africa. ‘ i

II. EXPORT CRIDIT FINANCING

A.  General considerations

Y In any trade prometion policy - and this applies particularly in African
countries — a fundamental question is what possibilities there are of export
financing. It has been recognized that suppliers of processed agricultural
products, manufactured consumer goods, and capital goods in.developing count-
ries cannot meet the competition of modern -world markets if they lack the
means at the dispossl of their competitors. To oblain export orders they
mugt offer possible buyers attractive conditions, and especially deferrai“

1/ Document E/4481.
2/ Document E/4661/ST/ECA/116

K.
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payment facilities, because such facilities are offered, by. %he traditional
guppliers of these products, Thus the seller instead of the buyer must

seek the means ‘for concluding commércial transactions: the supplier mist
cffer not only the goods but alsc the capital Ffor’ buylng them, If necessary
he must hlmself arrange bank financing for his salesy becauge the buyer who
is short of the means for- ‘cash or ‘short-~term payment i¥ often inclined to.
give’ preference to sellers who' grant longetr periods for payment rather than _
to look flrst at prlces, quallty or dellvery dateso“=” : -

10, © It has, moreover, been - recognized that the 1nst1tut10n of export credlt
flnanclng systems, sultably adzpted to the &conomic ‘gitustions in African .
countries and offerlng buyers deferred payment terms, may improve "the volume
and effectlveness of investments. Thls would alsé bring with it increased -
productlon, expanded external trade, and an 1mprovement in the trade balance.

1l. 1In Africa, the arrangements for flnanolng export credlts mlght take

the form of intra—African co-operation in trade and finance. For the export-—
ing country the problem falls within the province of its exterral financing
and balance of paymenis. The value of the goods exported is recovered -only
after a certain period; which varies from case to case.  These sales transac-—-
tions on deferred terms, by their growth and by the delays they cccasion in
the return of foreign currency, increase the exchange difficulties experienced
by many African countries and create problems for them in finding the foreign
exchange to pay for imports which are essential ‘if the flow of exporis is to
be kept up. These delays may at times prejudice development programmes .by
reducmng the fundﬁ available for the projects invdl¥ed. Financing or refinanc—
ing systems, ‘established at reglonal or sub-regional lével in Afrlca, might -
provide for African countries financing for remedylng thése disadvantages

by wiping out the delays in the receipts of revenue. - Hence these systems

can be considered a parit of the African co-operation which is very obvious

in the present development decade, fa0111tat1ng oontlnuous economic growth

in a number of these countrles.'

12, These export credits can-also be regarded in Africa as assistance to.the
importing country: while they were criginally'designed to gerve ag finarcing.
for intra—African trade,'%hey‘w1ll in future be a substantial source:of
finance for development prOJects in' the importing country. They may be dig—
_cussed and agreed on by one African cointry with another on a purely trade
footing,. and are of great value to countrles faclng acute problems of external
1ndebtedness. ‘ .

13. Export credits are sometimes granted under bllateral aﬂreements. the
government of the axporting country insures up %o a certain limit, export
credits granted to the buyer in the importing country and guaranteed by his
government,

'
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B, Export credlt flnanclng sohemes

. 14. Export credlts are granted in, the maln in two forms: suppllers' and
buyers! credits. These forms are offered in nearly all the countrles which
export capital goods. Suppliers! credits, granted by the suppliers to the
foreign.buyers, are either medium-term (1-5 years from the delivery date) '
or long-term (5-10 years, generally from the delivery date). It is. of course
understandable that most suppliers who grant their customers deferred. payment‘
terms cannot wait till the end of the period to recover their money. To
finance the credits. they have granted they therefore borrow. money from special
establishmen'ts for refinancing export credits.  Buyers' credits are. grante&
directly to the foreign buyer by a oredit establishment or 2 consortium of .
credit establishmernts in the exporting country, to enable him to buy for

cash from the suppliers in the exporting country. The repayment of these
credits .is guaranteed in the exportlng countwy under the official export
credit insurance programme.

15. TIwstitutionally, suppliers! credits are generally financed by invest-
ment banks and commercial banks, separately or in comsortia. These banks

also grant buyers! credits in co-operatlon with institutions sp301allzlng

in export flnancln

16. The commercial banks undertake almost all the flnanclno of short-term
export creditsy they can if necessary use the funds for reflnanczng put at
their disposal by the central bank of their country. For medium and long~
term export credits, the commercial banks can use the refinancing facilities
offered for this purpose by the specialized imstitutions. They can offer -
financing for only a limited time because of the nature of their main re—
sources,; and in this matter they therefore act as intermediaries.

17. The investment banks are very active in financing in the sitrict sense,
for exports, especially where installations and industrial capital goods
are concerned. They may finance export- credits and may somelimes take
advantage of the refinancing facilities offered by the central bank and
other financial institutions. The nature of their resources makes them
less limited than the commercial banks in financing medium and 1ong~term
export credits. They play an active part in the formation of consortla N
for the supply of export credits for large-scale enterprises.,

18, The speocialized institutions may be public or semi-public. Their
purpose is to facilitate the financing of export undertakings by endorsements,
acceptances, refinancing operations, or any other form of short; medium cor
long-term credit. Some specialize in granting oredits exceeding certain
maturity limits. : : : ‘

19, The system of financial establishments which provide either financing

or refinancing of suppliers'! or buyers' credits, or both, differs from countiry
to country according to the range and amount of exports, with consequent
differences in the methods of financing, and in the conditions and procedures
for granting, fingncing and refinancing expori credits.
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20. In many countries exporting capital goods.-the autbsfities grant credit
facilities in the form of refinancing funds from the central bank and the
public credit eg tab11shments, and sometlmes in the form of interest-subsidies,
the latter making it p0551b1e “to supply export credits, particularly for
periods of more than five years, at interest rates ‘below those of the market.

21, - In Afrlca, the nature of the exportable goods determines ‘the form and
methods of firancing for export Generally speaking, manufactured products.
and capital goods form only a small proportlon ‘of the exports. Consequently
the great majority of exports are. soLd either for cash or on short—term credit.
However, credits will be granted for all the stages in the export of manufac—
tured and processed goods: the import of raw materials, production, and the
despatch of the exported goods. Sometimes-the credit systems can alsc offer
the advantage of supplying the exporter with the credits of which he has a

_ reasonable need for his export operations, at favourable interest raies, while

the market rates of interest are fairly hlgh.ln comparison with those in force
--on the competing markets, Short—term- export credits will be granted by the
commercial banks or financed by special funds. The banks can rediscount, at
the central bank and in either foreign or national currency, claims whioh go
beyond predetermined maturities. Funds for financing export credits may some-
times be established. jointly by the commerclal banks, the central bank and

the government The latter two demand neither profits nor interest on their
part of. the funds to facllltate export credits on favourable terms.: Several
export financing funds may be established; according tc the calegory of goods
exported, the maturity periods of the claims, the rate of interest paid or .
other congiderations. Funds may be established for financing exports of in-
dustrial products, or capital goods, and othe s for financing services.

C,' Round Table dlSCﬂSSanS cn the flnancln and‘refinancing.df export icredits
granted by developlng oountrles. o B : = - '

22, Participants at the Round Table observel that many developing countries
had .emphasized the need %o increase financing facilitiec for export credits,
and congidered the insufficiency and high cost of ‘such financing as two of

the greatest difficulties facéd by exporters of non—tradltlonal products..

They recognized that this firancing involved two: dlstlnot probleéms: firstly,
that the exporter must mobilize his cleims to reconstltute his working capital -
: which raises a problem of domestic cradits’ and. secondly, a long delay-in
Vcollectlng externwl receipts prejudices the’ country g balanée of paymente,:

and may adversely affect its’ gupplies of 1mporued raw materials - which raises
a foreign. exchange problem. For the dev reloping countries the difficulties. of
,export. flnan01n¢ 1ooked serious where proceased agricultural products, manufao—
tured consumer rroods, or capital equipment were concernedh
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(2) Domestic credit problem

23+, Exporters in the developing countriés could obtain internal credit only
in limited quantities and at high interest rates. In those conditions it was
‘difficult for them to meet competition from suppliers enjoying better facili-~
ties; and the participants acknowledged that institutions must be established
1o ensure for exporters adeguate sources of finance at-reasonable rates of
interest. It was noted that some developing countries had institutions of
that type, with the central bank operating as the basic organization in the
procese of financing export credits. In some countries, specizl promotion
funds assured the financing of export credits. '

- (b) Foreign exchange problem

24« As has been pointed out, exports on deferred payment terms delay the
receipt of export proceeds, which may accentuate the foreign exchange shortage.
This explains why developing couniries; in the Economic and Social Council
UNCTAD and elsewhere, have stressed the need for some imternational machirery
for refinancing their export bills.

25, Participants pointed out the foreignm exchange risks faced by exporters

in developing countries who have to invoice their exports in reserve currencies.
There seemed to be & need for appropriate institutions to provide protection
against such risks, Similarly, international institutions should offer re- .
financing facilities for export credits.

26, It was suggesited that the remedial measures adopted by the IMF to help
developing countries experiencing exchange difficulties should be broadened

to include the mobilization of the bills issued in comnexion with short—term
credits granted by the countries concerned. Medium—term credite for these
countries should, i} was felt, be refinanced by the World Bank and the regional
development banks.,

27« The reprezentative of the IMF raised certain‘objections ard said that
ite position, as a disinterested multinational agency, might be eroded if it
were required to provide financing to some of its members only. The represen—
tative of IBRD said it would have to he discovered how much syports of goods
from developing countries were impeded by a lack of oredit and how much by
a lack of competitiveness on the world market. The representative of the ADB
- gaid his institution was preparing =z dynamic programme for accelerating the
industrialization of Afriean countries, and that it would study the opportuni-
ties open tc it 40 play an active part in an internationally concerted move
to speed up industrizlization in Africa by prometing its exporis. The rem
presentative of the East African Development Bank =zaid it would give serious
congideration te the establishment of any international machinery that would
protect East Africen wanufacturers against export risks and make it possible
for the monetary authorities of the region to cbiain refinancing for export
credits granted by suppliers in the countries concerned.
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28, It was suggested that the Secretariat should study the possibility

offered by the international private capital market for financing or refinanc-—
-ing export credits granted by developing countries. I3 had been pointed out
that the establishment of a multimational export credit insurance would greatly
facilitate such financing or refinancing., The Round Table agreéd that the
Secretariat study should also examine the pessibility of arranging for inter—
national financial institutions to guarantee export credit insurance initially
granted by developing countries, on the understanding tThat such guarantees
could provide a basis. for financing or refinancing suoh export credlts in the
private oapltal markets of developed counﬁr:l.es° :

D; Conclu51ons and proposals for actlon formulated by the uound Table

29, In conclugion, the Round Table reoownlzed that 1t was dlfflcult for
exporters in developing countries to secure export orders unless they could
‘offer buyers deferred:payment terms sinmilar to those offered by traditionmal
suppliers. A supplier's capacity to offer such deferred payment. terms often
depended on his ability to obtain bank financing Ffor the export credite he
granted, and insurance for those credits was very useful for obtaining such
‘financing. The Dllound Table stressed the part which export credit and expori
credit financing schemes properly adapted to conditions in developing count-
riegy . could play in promotlng thelr exports and thus bringing about an-. expan—
. gion-of world trade.. )

30s The Round Table therefore drew up the follow1n proposals for action on
export credit financing.

(a) Nationsl financing of export credits

31, The United Nations Secretariat in co-operation with UNCTAD, UNIDO, FAO,
IBRD, IMF,the regional and sub-tegional development banks, -and regional export
promotion organizations, should aseist developing countries at their request
- to ‘adapt their banking structures to their export credit financing needs -and

to strengthen existing national expori credit flnan01nv schemes or 16 establish
guch: schemes where :appropriates : : ‘

32¢ The;Unlted Natlons :Secretariat,'in~co—operationowith the same. inter-
national bodies:should organize seminars to explore practical means of improv-

ing and harmonizin@ export credit finemeing methods.

(b) Internatlonal flnanolng or. reflnanolng of export oredlﬁs

33.‘ The Unlted Nﬂtlons Secretarlat should hold COﬁSHltathnn on ~the pogsibi-
lity of convening a conference of national export credit financing institu—
. tions to establish ap international association of -such institutions.
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34, The United Wations Secretariat should study under what condifions i
oredits for exports. from developing countries might be flnanoed Or re—
financed by private and public smources in developed countries or by inter-
national finaucial institutions. In co—operatlon with IMF 1t should study
ways of engbling developing countrie~ to ease the balaﬂcemoprayments '
strains arising from the short-term financing of export credlts granted by
“their exportevsa \
35. It wounld be use?ul to eSuabllsh a working party o a331st the Unlted
Nations Secretariat to draw up precise recommendations and to'determine
appropriatz steps for the possible refinancing, by international ingbitu-
tions; ‘of export credits with maturities- exceedlng ‘aix months' granted by
deveiopjag countries,
36. fhe Boonomic and Social Council mlght wish o inviie the regional
dcvelonmert banks which operate or intend to operate export credit financing
seheémes t0 broaden the scope of their pregrammes so as to encompass all
_ types of goods normally sold on the Anternational market on credit terms in
excesg of 180 days.

37« At the forty-seventh session of the Economic and Social Council, the
Secretary-General submitted his report on the conclusions reached by the
Hound Tabls on export credit as a means of promoting exports from developing

ountries. ﬁ/ Thig report contains the work programme suggested for imple—
menting the proposals for action formulated by the Round Table.

IIT. EXPORT GEEDIT INSURANCE

i, General congidergtions

38; It therefore emerges that the 90381b111t3es open to the suppller of
~ offering his customers deferred payment terms are proportionate to the
- facilities he himgelf has for obtaining credits from institutions specializ-
\ing in thisg %ybe of financing, or Lo the Facilities on the capital market
for mobilizing the medinm or long-term claims arising from his exportz. The
ing¥itutions for financing or for mobilizing those claims often demand
guarantees for the credits granted, covering commercial or norn-commercial
rigks, or both. This problem has been solved by the institution of export
credit insurance Scliemes now cperating in many developed countries. The
banks make the financing of suppliers' credits dependent upon the granting
by an establishment specizlizing in export credit insurance of -a policy
covering commercial and non-commercial risks. The insurance policy, issued
in favour of the supplier, and handed over by him to the credit establish~ -
" ment whish is financing the credit, serves ag a security for the credit,
"and the 1°ng*h of its validity generally determines that of the credit.
Arzed with 4his security, the credit establishment financing the export can
in turn refinance fthese credits with special refinancing egtablishments or
the central bank, Export credit insurance has become an integral pari of
export financing. The functions of the export credit insvrance instituilons

. T s
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are on the whole complementary to those of the credit establishments. The
developed countries are offering their manufacturers ever~increasing in-
surance facilities to -enable them to grant longer and longer credits. They
are inclined to consider export credit ingurance not only as a means of
encouraging their exports of capital goods and serv1ces, but also to some ' @
extent as an instrument in their aid policy. These systems of export credit k.
insurance have in fact proved their usefulness and éffectiveness in promot— .- '
ing exports. Their success has - aroused the interest of the developlng )
countries, which have seen in them a neans of advancing their economles and B
improving their trade balances. .Some have already establlshed export credlt ot
insurance:systems.\ '

39. Export credl% flnanclng and export credlt insurance heve become’ closely '
linked. As stated abovey. arrangements for export financing are intebded to ‘f‘“" :
allow the producer to obtain credlts for financing his export operatlons in; o '
conditions in which he can be competitive in the international marksts. - ‘These
corditions must also enable him. to.grant credits to buyers at current terms.

All these eredits, oranted for,more or 1ess long periods, 1nvolve rlsks, part*
iculerly the.risk of non—payment In view of these rlsks, financihg establish~
ments hesitate to give their help and. support to the exporting producer. The e
purpose of the insurance is to. help the exporter to obtain credits by prov1d— '

ing the finapcing institutions .an additional guarantee that they will be

covered in-any. case against nonﬂrepayment ‘of thelr credlts, This 1nsurance,l_"“
contracied by the exporters with speclallzed companles, glve them a néw 1mpetus,
allowing them %o increase their.activities in the markets where they are’ already
1ntroduced, to explors. other markets and to become firmly establlshe& 1n them. .

40 - 4n export credlt insurance pollcy therehy prov1des a very speocial protec—"”
tion in countries on the way to 1ndustr1allzat10n. Wew indus tries, partlcularly
those aiming at exports, must continually make great efforts if they are to C
get established in new markets. .In thls, these exporters are sometlmes exposed
4o certain risks.. It is here that the credit insurance policy is of partlcular
importance. Morveover, the Financial institutions which supply export credits

in the developing countries take the exporfer's financial standing.as thelr

basis for meeting any possible risks in the ttdertaking. The possession of-

a credit insurance policy-allows. an expansion of this basis, and alsgo makes

it possible fom many small. and medlum—31zed industrialists o gain easy access

to financing facilities and to obtain this finance at fairly low oost° -

4l. In Africen countries the main. aim in introducing export credit insurance ‘
. systems is %o svpport the flnanclng of exports in-order to promote the -expan~

sion of intra—African trade by diversifying ahd increasing the elements in

this - trade, particulariy by introducing articles which have not hitherto figured

in it., ‘It is well-known -that African exports con51st largely of raw naterials. _
New products will have to:find g place in the range of these exports, such as i
processed agricultural products, Tight industrial articles and processed goods, - ’
transport equipment and capital goods.. But in these rew branches of exports,
African suppliers will have to face competition from traditional exPorters,‘

and will feel an increasing need of export credit finaneing and export credit
insurance schemes, These schemes will have two aims: to assemble sufficient
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financial resources to meet export needs for a long time %o come, and to -
provide exporiers with means comparable t0 thoge of their competitors,
Financing, and insurance for it, are therefore two basic cornditions for :
the promotion of. 1nﬁra—Afr10an trade in ite new shape.

B. Bxport credit insurznce gchemes

42. Fxport credit insurance schemes need an appropriate legislative bhack~
ground if they are to establish the groundwork for this insvrance and the
administrative machinery to ensure its proper functioning. In practice,
these schemes are generally put in the hands either of public or of mixed
organizgtions, bub financial support by the authorities is in any case
essential. It is assured either by the State subscribing the whole or.

the major part of the capital of the company, or by a State guarantee up

to a fixed amount to cover the risks it undertzkes.

43. The export credit insurance company guarantees both suppliers'! and

buyera' credits. Several export operations may be covered by the guarantee,

such as sales of gzoods, the supply of services and the execution of public

works abrOad. Policies may he general, COVerlng all the gslées by an experter

in one or more foreign countries, and may be contracted for a fixed perlod

Oor may be speolal? covering only oertaln operatlons, ‘Risks covered may .

include those arising before or after delivery. The insurance may cover

both commercial and non-commercial risks. Commercial risks are notably

those of. insolvency of the buyer, failure by him to meet his contractual

obligations, and failure to pay within the prescribed or subsequently agreed - -

time-limit. Non-commercial risks are those of politics, of natural disasters,of

exchange and other trangfer difficulties. The percentages covered vary accord—

ing to the nature of the risks. Premiums are generally calculated according

to the country of destination, +he nature of the goods, the length of the

. oredlt the financial standlng of the 1mporter and the exporter, and the type
of pollcy.‘

C. Round Table dlsou351on on export oredlt insurance 1n developlng oountrles

44. The general opinion of the partlclpants in the Round Table was Tthat all
developing couniriss needed this scheme, and the exporters in those oountrles
were convinced of i%s usefulness.

(a) Problefis rvelating to the establishment and operation of national ;
export predit ingsurance schemes in‘deVelopinz countries :

45. The establishment and. ‘operation of ‘thesé schemes would involve a number
of problems, namely the sclvency of the scheme, which would have. to ensure a
balance between premium income and expendlture, 1nclud1ng the payment of
claims; +the need to provide for the soheme facilities for cbtaining credit.
information: and the ava11ab111ty'of trained staff to operate the scheme.

N
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: w‘lth regard to maklng the scheme self—supportlng, several partlclpants
felt that in. developing countries an export credit insurance gcheme should .
not always be expécted to be self-supporting but. shounld be considéred an
integral part of the government eéxport promotion programmes, and be provided
‘with- sufflclent funds. The necessary funds might be dsrived from a small
surtax on. imports. Tt was agreed that if the. schemes, were to mgintain -
ctheir financidl- balance they must have available iriformation on the exporter,
- the prospective buyer and the prospective market. - Such 1nformat10n,was
obtained from commercial organizations. and commerdial panks. Concernlng the
problem of personnel; the Round Table noted that the establishment® and opera—
" tiom of a natiomal export credit insurance scheme called for a nucleus’ of
highly specialized staff. This nucleus might be trained in existing export
credit insurance institutions in developed countries. It was agreed that it
was desirable for export credit. insurance schemes to be operated according
%o striet commercial principles. It was felt, moreover, that there were few
‘developing countries which could establish a self-supporting netlonal scheme,
that 15; capable of malntaln1ng its financial equlllbrlum.

hY

(b) The -case of multlnatlonal export credit insurance schemes for

developing countries

47. For those countries which could not operate a national export éredit
insurance scheme on a self-gupporting tasis, it was felt that the best solution
might be to become members of a multinational export credit insurance scheme.
This association would provide exporters in the countries partlolpatlng with

" gome credit financing facilities and would alsc give new and existing national
‘ schemes improved oppor%unltles to achieve financial equlllbrlum, The establish—
ment of multinational schemes at the sub-regional or regional level would
promote trade and economic co-operation among the countries oft the sub~region
or region concerned. However, the establishment of such a scheme would face,
just as ‘do national scliemes, problems of solvency and of obtaining accurate
“information.” It would also be necessary to find a formula for sharing res—
pongibility among the participant countries. Some participants wondered whether
some sub-regions or regions would be able %o support their own export credit
ingurance schemes, and bearing all considerations in mind it was felt that the
interests of the developing countries as a whole might best be served by the
establishment of a global multinational export credit insurance scheme whose
membershlp would initially encompass developing countries in all regions.

This scheme might eventually evolve initc one that would include both developed
‘and developing countries. It would be co-ordinated with sub-regiongl and
regional shemes where such schemes. were congidered feasible and with natioual
schemes where they existed. .In countries having no national schemes, the
‘global scheme . would prOV1de credlt -insurance facilities for exporters through
‘a*government agency specially designated for that purpose.
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48. It was pointed out that the establishment of this global system would o

facilitate the mobilization of international private resources, and that
export credit insurancs played a dual role: it protected the exporters

and provided security for the banks., There were; however, certain reserva—
~ tions, becauie an ordlnary export credit insurance polisy would not pr0v1de
the comprehensive guaraniess againot all riske likely to be required by
_private sources of expori credit refinancing.

/

‘D.  GConclusions and proposals for action

49; The Round Table considered that export oredlt ingurance schemes constl—
tuted a paru1cularly effective means of expanding trade among developing
.countries, and it proposed that action should take ihe follow1ng Fforms:

,‘(a) Action a% the national level

50. The United Hations Secretariat, in co-operation with the intermational
organizations mentioned above, should continue to assiat developing countries,
at their request, fo strengthen existing rnational export credii insurance
schemes and to estzblish new national schemes where appropriafe.

(b) Action at the intermaticnal level

51. The United Nations Secretériat, assisted by expert consultants and in
co—operation with international export promotion organizations and natiohal
export promotion bodies, should prepare draft agreements for the establishment
of maltinadional export credit insurance gschemes for developlng countries at
the subregional, regional or global level. The draft agreements should be
prepared with a view to:

(i)} Enabling the many developing countries which cannot operate a national
export credit insurance scheme on a selfw-supporting basis, and cannot
afford tc subsidize such a scheme, to provide their exporters wlth
at least some export credlt insurance fa01llt1es-

(ii) Enabling new and existing export credit insurance schemes in develop-
ing countries to improve their prospects of solvency; and

(iii). Facilitating the mobilization ot in%ernational'private regources for
. %he financing or refinancing of export credlts granted by exporters in
developing counbrleso

52;E The United Hatlons Secretariat Should organlze seminars at the regional
or 1nterreg10na1 level for the discussion of export credit 1nsurance techniques
and problems.

W et s
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(¢) Action at the naticnal and:internatiOnal;levels

53¢ The Tnited Nations Secreﬁarlat assisted by expert consultants and in
co-operatlon with the bodies mentioned above, should explore the possibility
of broadening the scope of national or multinational export credit insurance
and/or guarantee arrangements so that they may apply to financing provided by
sources in the imporiting as well as the exportlnv country, or by other national
or multlnatlonal lendlng SOUrces. : :

54. These concluSlons were submltted in the report of the uecretaryhﬂeneral
to the forty~seventh session of the Economic and Social Councll together Wlth
a programme of work for their 1mplementat10n. l/

IV, - STUDIES AND ENQUIRIZS PROPOSED FOR THE AFRICAN CENTRAL BANKS CH hXPORT
CREDIT FINANCING AND LXPOHT CREDIT INSURANCE -

55. Export credit flnan01ng and export credit insurance schemes have certain

"advantages for African countries. These techniques have in faect become im—

portant tools in the policies of ‘stability and economic growth in developing
countries. It is possible therefore to regard them as integral parts of an
overall programme for promoting economic development and particularly exports.
It iz in the interests of African governments to associate themselves closely

" iwith the programmes envisaged by the United Nations Secretariat, and to help

in -establishing or furthering these schemes in their couniries. However,
their implementation is feasible only in countries where there is already a
certain minimum financial structure and adequate institutions., The problems
involved in that implementation are greater and more intractable in African
countries than elsewhere. The difficulties should not be underestimated, but
they are not 1nsurmountable.

56 The 1mp1ementat10n of these programmes mlght be undertaLen under. the
auspices of the Association of African Central banks. The central bank in
each country or group of - sountries would gonduct the study in its own sphere
of ‘action. The problem has many ramifications, which it would be wise to.
analyse Tirst separately in the context of the economy of each: countrys. I+
would be. necessary “to'carry out a thorough analysis of the non—traditional

'production sector, 40 discover whether its present or potential development

warrants jhe steps to be taken in financing and credit insurance for exports. g

5T« In any case, before a decision could be taken on whether it wounld be
appropriate to establish a national scheme for expert credit financing and
export credit insurance, it would be necessary tc know whether the advantages
likely to accrue to the national economy from such a scheme would justify it,
particularly as regards the earmarking by the government of sufficient funds
to cover the administrative expenses of the credit inmsurance scheme and the
settlement of claims arising from risks., If there were not a great enough
volume of the types of exports whick could benefit from an expanded scheme
for the financing and. insurance of export credits, that should not be regarded
as a reason for hesitating to set up such a scheme, because it is probably the
lack of such a scheme which discourages existing enterprises from producing '
for export or hampers the creation of new expori*orlentad industries.

_/ Document E/4q02.
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58. The following procedure miwht-be syggested for: carrying out this task:

(i) an eValuatlon study of natlonal schemes for export oredit financing
‘and export credit insurance in countries where they now exist, The
~ study would determine the characteristics of these: schemes and the

condltlons Wthh ensure thelr effectlveness,

(ii) An enquiry in other countrles on the present or potenﬁlal p051t10n
as regards their export capacities and the present or potential
facilities for export financing by the banks. The enquiry would
find out what means these countries had or mlght mobilize for export
financing or credit insurances

(iii) Consultations with national or internatiomal authorities on the
' possible establishment of national, subregional or regional export
credit financing or export oredit insurance; '

(iv) Arrangement of systems and procedures for obtaining information on

' the financial standing of individuals and on the nature of operations
‘which might benefit from the flnan01ng and insurance schemes in
- question; :

(v) an énquiry into the possibilities of mobilizing international, public
- or private resources for flnanclng or refinancing export credits
granted by Afrlcan countrles, and :

"(vi) Proposals for definite action based on the conclusions drawn from
these studies, eriqmiries and consultations. :

59. Here it should be pointed out that on the occasion of the enquiry regarding
conditions relating to the possible establishment of natiomnal, subregional or
regional export credit insurance and export credit schemes for the promotion

of exports by developing countries, the Secretary-General of the United Nations
sent to the governments of those countries a questionnaire on present and poten=—
tial bank financing fac¢ilities for export transactions. Thigs document ;/ might
be consulted with advantage for the conduct of the fundamentsl enquiries for

‘the studies to be undertaken. It is annexed %o the present situdy for information.



