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Preface

This report is based on discussions of Fund staff
with export credit agencies and government authorities
of the ten major industrial countries during September
and October 1985. These discussions were attended
variously by one or more of the authors, who are all
staff members of the Fund's Exchange and Trade
Relations Department. Sena Eken of the Fund's Office
in Europe participated in the meetings in Paris.
The ten agencies participating in the review were
the Export-Import Bank of the United States (Eximbank); Export Credits Guarantee Department (ECGD),
United Kingdom; Compagnie frangaise d'assurance
pour le commerce exterieur (COFACE), France; Hermes
Kreditversicherungs - Aktiengesellschaft (HERMES),
Federal Republic of Germany; Export Insurance Division, International Trade Policy Bureau, Ministry
of International Trade and Industry (EID/MITI), Japan; Export Development Corporation (EDC), Canada; Exportkreditnamnden (EKN), Sweden; Nederlandsche Credietverzekering Maatschappij N.V. (NCM),
the Netherlands; Sezione Speciale per l'Assicurazione
del Credito all'Esportazione (SACE), Italy; and Office
National du Ducroire (OND), Belgium. For agencies
that are not autonomous in these matters and act as
agents of their governments, the national authorities
of these agencies also participated in the informal
discussions. The generous cooperation of the agencies,
their national authorities, and the Secretariat of the
International Union of Credit and Investment Insurers
(Berne Union) is gratefully acknowledged. To preserve
confidentiality, the views of individual agencies or

governments are not divulged nor are data supplied to
the staff by any individual agency. The paper reflects
information available prior to October 1985.
With the rising importance of export credit flows
relative to other capital flows to debtor countries, the
subject of export credits has received increasing attention. A first series of staff visits to export credit
authorities was undertaken in the spring of 1984. A
report on these discussions was published by the Fund
as Occasional Paper No. 37 in August 1985. That pape
described the policies and practices of export credit
agencies and discussed their response to the emergence
of widespread debt-servicing difficulties. As a followup to this earlier study, the present report focuses on
the recent evolution of agencies' policies and practices
and their implications for export credit flows. The
report also discusses a number of issues relating to
the role of export credits in the debt strategy.
The report has benefited from comments by the
export credit authorities and by Fund Executive Directors. The descriptions of policies and practices and
the discussions of issues reflect the views of the staff
and should not be attributed to any individual agency
or national government, the Berne Union or its Secretariat, nor to the management and Executive Directors of the Fund. Research assistance was ably provided by Amelia Wu of the Exchange and Trade
Relations Department. The authors also wish to thank
the editor, Maxine Stough of the External Relations
Department.
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I

Introduction and Summary

Introduction
Before the emergence of cross-border commercial
bank lending on a large scale in the late 1960s, credit
flows to developing countries had been dominated by
bilateral and multilateral development assistance and
by export credits officially supported by the creditor
countries. During the 1970s when bank lending increased at a rapid rate, the relative significance of
export credits as a source of commercial financing to
developing countries declined. In the wake of the debt
difficulties that emerged in 1982 and the subsequent
slowing of international bank lending flows, officially
supported export credits have begun to increase in
relative terms.
With attention now focused on the need to normalize
debtor/creditor relations and to catalyze financing
flows, the resumption of official export credits and
cover has been considered helpful to the adjustment
efforts of debtor countries, by assuring vital shortterm trade credits and facilitating the import of capital
goods necessary to renew growth. In a communique
following its spring 1985 meeting, the Interim Committee of the Board of Governors of the International
Monetary Fund stated:
"For those countries whose external debt has been rescheduled, whose prospects of economic progress are
good, and which are undertaking satisfactory adjustment
policies, the industrial countries should consider resuming
export credit cover, subject to standard national policies."

At the same time, the Joint Ministerial Committee of
the Boards of Governors of the Bank and the Fund
on the Transfer of Real Resources to Developing
Countries (Development Committee) noted in its communique the importance of officially guaranteed export
credits:
" . . . developing countries and export credit agencies,
in cooperation with the World Bank and the Fund, should
take steps to enhance the development impact of export
credits."

It was in this setting that Export Credit Cover Policie.
and Payments Difficulties1 was published in August
1985. That paper described the objectives of export
credit authorities and the practices of their agencies
and focused in particular on their response to the
emergence of widespread debt-servicing difficulties.
Subsequent to the finalization of the present study,
the Interim Committee emphasized the contribution
of export credit agencies to the debt strategy in its
spring 1986 communique:
" . . . the Committee welcomed the move by official
export credit agencies in industrial countries toward resuming or increasing cover, on a case-by-case basis, for
countries whose debts have been rescheduled and which
are undertaking the policy adjustments necessary to restor
their creditworthiness. The Committee stressed the importance of this trend being carried further, but it noted
that the resumption of export credit cover must not becom.
a substitute for new funds from commercial banks where
these are appropriate."
In its communique issued at the same time, the
Development Committee endorsed the Interim Committee's conclusions on the need for adequate and
timely support by export credit agencies for debtor
countries' adjustment efforts.
In the next several years, it is expected that the
demand for export credits and cover will generally
increase, as will their relative importance in financin.
flows to developing countries. These trends are anticipated to reflect a renewal of investment spending in
the developing countries and the consequent increase
in demand for capital goods imports, as well as the
shift in preference of banks away from general purpose
balance of payments finance toward trade and project
finance (including financing with official guarantees).
The response of export credit authorities to this increase in demand will have an important influence on
1

E. Brau and C. Puckahtikom, Export Credit Cover Policies

and Payments Difficulties, Occasional Paper No. 37 (Washington:
International Monetary Fund, August 1985).

1
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the availability of financing flows to developing countries and help shape the composition of those flows.
Over the period since mid-1982, both official and
bank creditors have been asked in certain cases to
make a concerted effort to provide financing for the
adjustment programs of debtor countries. Questions
have, on occasion, arisen concerning the appropriate
distribution of that effort among various groups of
creditors. Fundamental differences between official
and bank creditors in terms both of the structure of
lending and of the rescheduling and regulatory environment make it difficult to define and measure comparable action. Also, concerns of commercial banks
regarding the comparability of official efforts can be
attributed partly to the absence, until recently, of
timely statistics on export credit flows to individual
debtor countries and to the fact that information on
the general cover policy attitudes and constraints of
the creditor countries is not generally well known or
understood.
In view of the increasing relative importance of
export credits as a source of financing and the apparent
need for greater transparency concerning export credit
flows and the general direction of cover policies, an
increased flow of information on trends and issues
related to export credits and cover policy is needed.
This paper is intended to contribute to that purpose.

Summary of Findings
Recent trends in export credit flows, the factors
influencing those trends, and near-term prospects for
export credits are discussed in Section II. New data
compiled by the Bank for International Settlements
(BIS) and the Organization for Economic Cooperation
and Development (OECD) would seem to indicate that
over the 18 months to mid-1985, officially supported
export credits to developing countries increased at a
significantly faster pace than nonguaranteed bank credits. The most buoyant component of officially supported export credits over this period was guaranteed
bank credits. This expansion in guaranteed bank credits
was particularly marked for countries that have not
experienced debt-servicing difficulties. For countries
that have rescheduled their debts in recent years, the
reported data show that officially supported export
credits increased at the same rate as nonguaranteed
bank credits.
However, for several reasons, the available data
understate the growth of officially supported export
credits over the 18 months to mid-1985, both in absolut.
terms and relative to nonguaranteed bank credits. The
most important reason is that the reported data on the
stock of outstanding credits are in U.S. dollars which

would lead to an underestimate of net international
lending over this period when the dollar appreciated.
This is particularly the case for officially supported
export credits which are much more likely than nonguaranteed bank credits to be denominated in the
domestic currency of the creditor country. Also, it
would appear that the relief resulting from rescheduling
of official credits has not been fully taken into account
in the available data. (See Appendix I.)
In the analysis of factors influencing these developments, it is noted that while the potential supply of
officially supported export credits is determined by
the policies of export credit authorities, the final
demand for export credits and guarantees depends on
two main factors: the demand in debtor countries for
imports, particularly capital goods imports, and, for
any given level of such imports, the demand of banks
and exporters for export credit insurance. Officially
supported export credits to developing countries have
increased noticeably faster over the 18 months to mid
1985 than the non-oil imports of these countries. This
fact suggests that, overall, there has been an upward
shift in demand by banks and suppliers for export
credit insurance. For countries that have not experienced debt-servicing difficulties, the agencies are generally open for new cover with little or no restriction,
and officially supported export credits have increased
quite rapidly. For countries that have experienced
payments difficulties but are implementing adjustment
programs, export credit agencies are now more likely
than in the past to maintain or reopen export cover.
For some of these countries, however, the agencies
found that demand for cover was weak, reflecting both
lower levels of imports—particularly for public sector
investment projects—and possibly increased reluctance of private sector borrowers to acquire foreign
currency liabilities. For countries that have experienced payments difficulties but have not undertaken
and implemented a strong adjustment effort, most
agencies remain off cover.
Over the near term, it is expected that officially
supported export credits will continue to play a growing
role in catalyzing financial flows to developing countries. It is likely that the upward shift in banks' and
suppliers' demand for cover on the transactions they
finance will be maintained, while at the same time an
expansion in investment spending in developing countries would lead to an absolute and relative increase
in those categories of imports for which cover is most
likely to be sought. Also, a number of agencies have
introduced or are considering modifications in their
procedures to increase the attractiveness or improve
the availability of guarantee and insurance programs
for exporters and banks.
Recent developments in export credit policies and

2
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practices are described in Section III. In the earlier
Occasional Paper on export credits2 it was noted that
export credit agencies as a group tended to remain on
cover too long for countries that had not experienced
payments difficulties but which were pursuing policies
that could lead to future debt-servicing problems. On
the other hand, for countries that had rescheduled
their debts and were implementing a sound adjustment
program, export credit authorities may not have taken
sufficiently into account the improved prospects and,
therefore, tended to stay off cover too long.
Most export credit authorities are now making efforts
to develop the capacity to formulate their policies on
the basis of more forward-looking analysis, and some
have introduced modifications in their traditional practices that would permit them to respond on a more
timely basis to the actual evolution of policies and
prospects of debtor countries. With respect to countries that have not experienced payments difficulties,
a number of agencies have taken steps to strengthen
their country risk assessment procedures, particularly
with a view to placing greater emphasis on leading
indicators. Efforts are also under way in some agencies
to strengthen project appraisal. Nevertheless, reflecting the strong competition for export markets, agencies
continue to stress the difficulty of denying cover for
export transactions with countries that are not adopting
policies to forestall probable payments difficulties but
for which payments delays have not yet been recorded.
With regard to the rescheduling and recovery phase,
a major recent development has been the tendency for
export credit authorities to modify their traditional
practices in order to permit a more rapid opening of
cover for countries that have rescheduled but are
successfully implementing an internationally supported
adjustment program and adhering to their rescheduling
agreements. Indeed, three agencies have announced
special programs under which they can reopen cover
relatively promptly for specified countries that meet
these criteria, while some other agencies' policies are
evolving in that direction on a case-by-case basis.
Another major development discussed in Section III
has been the increased differentiation in terms agreed
at Paris Club reschedulings, which has permitted the
tailoring of each rescheduling to better reflect the
individual country's situation and prospects. Official
creditors, for example, have taken the view that
multiyear rescheduling agreements (MYRAs) can facilitate a transition to normal debtor/creditor relations
for countries that have made substantial progress in
their adjustment efforts. The export credit authorities'
response to the official MYRA that was agreed with
2

See Brau and Puckahtikom (cited in footnote 1).

Ecuador in April 1985 would indicate that this agreement has, indeed, facilitated the maintenance or more
rapid resumption of export credits and cover. The
Paris Club has also departed from past practice by
excluding debts of the private sector from certain
recent reschedulings. In these cases a number of
agencies have maintained or reopened cover for credits
to private debtors. Finally, the exclusion of interest
from the rescheduling agreements for certain countries
has generally been viewed as a positive factor in
assessing creditworthiness and considering reopening
cover for those countries. These three changes in Paris
Club practices have facilitated a return to more normal
access to commercial credit for some countries. On
the other hand, for countries experiencing protracted
payments difficulties, guaranteed export credits are
generally viewed as being inappropriate to the country's financial situation. The Paris Club has stood
ready to grant exceptional debt relief to such countries,
but additional support for their adjustment efforts will
need to take the form of multilateral or bilateral aid
flows.
Section IV focuses on countries whose adjustment
efforts and economic prospects would appear to justify
continued or renewed access to commercial sources
of finance, including officially supported export credits.
The section also examines certain issues concerning
ways to facilitate a normalization of debtor/creditor
relations. The first issue discussed is the trade-off
between rescheduling and new credits, particularly in
the case where an increase in the exposure of export
credit agencies could have been expected in the absence of a rescheduling and where, therefore, a Paris
Club rescheduling could result in less financing from
official sources than otherwise might have been available. In certain circumstances where liquidity problems
do not predominate, it might be in the interest of all
concerned—the export credit agencies, the commercial
banks, and the debtor countries—if official creditors
were to support the adjustment effort by insuring new
export credits rather than by rescheduling service on
outstanding debts.
A somewhat different case is where, in view of the
country's circumstances, official creditors seek to
support its adjustment effort through the complementary provision of both rescheduling and some new
cover. While, as noted above, export credit authorities
have taken important steps to align their policy stance
more closely with countries' adjustment efforts, they
emphasized that they do not believe it is feasible for
them to make ex ante commitments as to the amounts
of new credit and cover that would be extended in a
given period. This is because the volume of export
credits and guarantees, unlike financial credits, depends largely on demand factors, including the share

3
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of important export contracts won by nationals of the
creditor country. Furthermore, the volume of export
credits tends to respond to changes in policy stance
only with a lag. In view of these considerations, future
efforts might focus on the cover policy stance and, in
particular, might seek to improve the transparency of
export credit policies and activities.
A second issue for the recovery phase is how to
improve project selection in order to help preclude the
re-emergence of debt-servicing problems in future
years. As noted above, a number of agencies are
seeking to improve their project appraisal procedures.
Most agencies indicated that they would welcome a
more active contribution of multilateral development
banks, particularly the World Bank, in their efforts to
improve project selection. Export credit authorities
underscored their view that it must be the debtor
country that provides discipline in this regard, but
most agencies said they would welcome a greater role
for the World Bank in carefully reviewing investment

programs. In particular, there was support for exploring the feasibility of a trial arrangement with a few
selected debtor countries for whom a return to commercial finance is appropriate and could be facilitated
by export credit guarantees. In such cases, it was
anticipated that the debtor country's adherence to
such an agreed investment program, based on a comprehensive project review, would unlock additional
export credits.
Section V sets forth concluding observations in view
of the findings of this study and in the context of the
debt initiative launched by U.S. Secretary of the
Treasury James A. Baker III at the October 1985
Annual Meetings of the International Monetary Fund
and the World Bank.
Certain technical information concerning the statistics on officially supported export credits is discussed
in Appendix I and statistical material is presented in
Appendix II. Appendix III contains a technical note
and a glossary of terms used in this paper.

4
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II
Recent Trends in Export Credits

Export Credit Statistics
Until recently, analysis of trends in export credits
had been hampered by the absence of timely and
adequate statistics on officially supported export credits. Before 1984, only the OECD published statistics
on export credits, but these were partial, available
only with a two-year delay, and on a basis not directly
comparable with other external debt statistics.3 The
Berne Union Secretariat also compiles, but does not
publish, quarterly statistics on export credit commitments which, however, are designed for different
purposes and, consequently, do not conform to the
conventional definition of external debt statistics.4
Since 1984, the availability and quality of the published
statistics have improved. The BIS and the OECD have
begun publishing comprehensive statistics on officially
supported export credits for individual developing
countries on a semiannual basis with a lag of about
six months. More importantly, these statistics are now
compiled on a basis consistent with the BIS data on
international commercial bank credits, making possible
for the first time a direct comparison of trends in these
two main sources of commercial financing for developing countries.5
Since their introduction, the reliability and quality
of the BIS/OECD statistics have been enhanced by a
broadening in the coverage and a substantial improvement in the information provided by some reporting
centers. Nonetheless, as described in more detail in
3
OECD, External Debt of Developing Countries: 1983 Survey
Paris, 1984.
4
For these reasons, and in view of the ready and public availability
of BIS/OECD statistics on trade-related claims, analysis of export
credit trends in this report, both globally and for individual debtor
countries, is based on BIS/OECD data. This contrasts with Occasional Paper No. 37 where the Berne Union data formed the basis
for the exhibits on export credit trends during 1980-84 for selected
debtor countries.
5
See BIS/OECD, Statistics on External Indebtedness: Bank and
Trade-Related Nonbank External Claims on Individual Borrowin
Countries and Territories, various issues.

Appendix I, some statistical imperfections remain.
Hence caution should be exercised when the data are
used for certain analytical purposes. For example, the
stock data are believed to be understated, owing to
the omission or late reporting of some rescheduled
debts by some creditor authorities. More importantly,
the statistics are not adjusted for the effect of exchange
rate movements, and the changes in reported stocks
therefore do not accurately reflect the underlying
magnitude of net lending during a period of substantial
realignment in the exchange rates of the major international currencies.6 The BIS and the OECD are aware
of the need to produce exchange rate-adjusted data on
export credits to individual debtor countries as a
supplement to the currently published data on the
stocks of such credits. Such exchange rate-adjusted
data would help improve measurement of the corresponding flows, but further adjustments would be
required to reflect changes in contract prices. Additional upgrading of the quality of the BIS/OECD
statistics can be expected along these lines, although
it will take time. This will in turn enhance the transparency of export credit flows, which would facilitate
the exchange of information among all concerned
parties in the current efforts to assist debtor countries
with adequate policies and prospects.

Export Credit Developments Over the
18 Months to Mid-19857
On the basis of recent BIS/OECD estimates, the
outstanding stock of officially supported export credits
to developing countries amounted to $143 billion in
6
This type of problem is also present, though to a lesser extent,
in the direct measurement of export credit flows to developing
countries in the "DAC Statistics," as published by the OECD in
The Geographical Distribution of Financial Flows to Developing
Countries.
7
For technical details and caveats concerning the statistics
discussed in this section, see Appendix I.

5
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Table 1. Developing Countries: Comparative Trends in Officially Supported Export Credits and Bank Credits,
December 1983-June 1985
December 1983-June 1985
End19831

End19841

June
19851

19842

(Amounts outstanding in billions
of U.S. dollars at current
exchange rate basis)

First Half
19852

Unadjusted for
exchange rate
movements

Adjusted for
exchange rate
movements

(Percent change at annual rate)

3

All developing countries
Officially supported
export credits
Nonbank export credits
Guaranteed bank credits4
Nonguaranteed bank credits 5
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits
Rescheduling countries 3
Officially supported
export credits
Nonbank export credits
Guaranteed bank credits4
Nonguaranteed bank credits 5
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits

133.4

86.9
46.5

138.7
89.9
48.8

143.4
92.5
50.9

4.0
3.4
5.0

6.9
5.8
8.9

4.9
4.2
6.2

6.3
5.5
7.6

454.3
500.8

454.0
505.4

455.9
507.7

-0.1
0.9

0.9
0.9

0.2
0.9

1.5
2.2

29.4
10.2

30.6
10.8

31.5
11.2

39.0
21.5
17.5

39.0
21.8
17.2

39.6
22.8
16.8

0.2
1.6
-1..5

2.7
8.9
-4..8

1.0
3.9
-2.7

230.1
274.5

234.3
281.6

233.5
282.8

1.8
2.6

-0.7
0.9

1.0
2.0

16.9
7.6

16.7
7.4

17.0
7.2

94.4
65.4
29.0

99.6
68.0
31.6

103.8
69.7
34.1

5.5
4.1
8.9

8.5
4.9
16.7

6.5
4.3
11.4

224.2
226.3

219.6
223.8

222.4
224.9

-2.0
-1.1

2.5
1.0

-0.5
0.5

42.1
12.9

45.4
14.4

46.7
15.3

Other developing countries 3
Officially supported
export credits
Nonbank export credits
Guaranteed bank credits4
Nonguaranteed bank credits 5
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits

Sources: Bank for International Settlements (BIS) and Organization for Economic Cooperation and Development (OECD), Statistics on
External Indebtedness: Bank and Trade-Related Nonbank External Claims on Individual Borrowing Countries and Territories, January 1.9
International Monetary Fund, International Financial Statistics (IFS); and Fund staff estimates.
1
The BIS/OECD statistics have a number of imperfections which are discussed in detail in Appendix I. Care must therefore be exercised
in interpreting these statistics.
2
Unadjusted for exchange rate changes.
3
Country coverage is in accordance with the Fund's definition of developing countries excluding offshore banking centers. This coverage
differs from the BIS/OECD data in that non-Fund member countries are also excluded. See Appendix II for the list of countries. Rescheduling
countries are those that have rescheduled debt since 1981.
4
Bank credits with creditor's official guarantees.
5
Defined as total outstanding bank credits less amounts with creditor's official guarantees which are included here as guaranteed bank
credits under the heading of officially supported export credits. Two alternative sources on outstanding bank credits have been employed.
These are BIS/OECD, Statistics on External Indebtedness: Bank and Trade-Related Nonbank External Claims on Individual Borrowin
Countries and Territories, and International Banking Statistics published in IFS.

6
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Factors Influencing Export Credit Flows
mid-1985. This sum was equivalent to one third of
outstanding nonguaranteed bank credits and represented an estimated 20 percent of the total outstanding
external debt of these developing countries (Table 1).8
Among geographic regions, the relative significance of
officially supported export credits varies, ranging from
the equivalent of 16 percent of nonguaranteed bank
credits for the Western Hemisphere to as high as
68 percent for Africa and the Middle East (Table 2).
Three main features of recent export credit trends
are notable. First, officially supported export credits
have been growing at a considerably faster rate than
nonguaranteed commercial bank credits. Over the 18
months to mid-1985, total officially supported export
credits to developing countries increased at an annual
rate of 5 percent on a current exchange rate basis,
while nonguaranteed bank credits increased only marginally. When adjusted for exchange rate movements,
estimates indicate that export credits may have increased by at least some 6 percent (or about $8 billion)
annually over this period, compared with an increase
of about11/2percent or $7 billion for nonguaranteed
bank credits. It should be noted that, for lack of more
accurate information, the Fund staff has made these
exchange rate adjustments on the assumption that the
currency composition of total export credits is identical
to that of bank credits, as compiled for International
Banking Statistics published in International Financial
Statistics. This assumption probably understates considerably the underlying net lending over the 18 month.
to mid-1985, given the appreciation of the U.S. dollar
during this period and the fact that the currency
composition of export credits (particularly direct official export credits and guaranteed suppliers' credits)
is, in fact, more heavily weighted toward the domestic
currencies of the creditor countries than that of total
bank credits.9 The rise in officially supported export
credits is particularly noteworthy if compared to de-

veloping country imports. Non-oil imports of devel8
Officially supported export credits in this report are defined to
include (i) guaranteed bank credits, i.e., export credits provided by
commercial banks with the guarantees of official export credit
agencies; and (ii) nonbank export credits, i.e., export credits
provided by suppliers with the guarantees/insurance of official export
credit agencies and export credits extended directly by official
export financing institutions, which may often be insured by official
export credit agencies.
The coverage of developing countries in this report differs from
that of the BIS/OECD which was referred to in Occasional Paper
No. 37 (cited in footnote 1). For the present report, the coverage
has been adjusted (by excluding offshore banking centers and those
developing countries that are not Fund members) to be directly
comparable with that used by the Fund in, e.g., International Capita
Markets: Developments and Prospects, Occasional Paper No. 43
(Washington: International Monetary Fund, February 1986).
9
For example, the OECD has estimated that in 1983 some 30
percent of nonbank export credits was denominated in U.S. dollars,
compared with 90 percent for bank credits. (See page 81 of the
OECD survey cited in footnote 3.)

oping countries remained unchanged in value terms in
1984 and declined in 1985 (Table 3).
By region, Asia experienced the fastest growth in
both officially supported credits and nonguaranteed
bank credits. Such credits grew by 16 percent and
5 percent, respectively, over the 18 months to mid1985 (Table 2). There was a slower but still significant
expansion in officially supported credits to developing
countries in the Western Hemisphere and Europe.
A second noteworthy development concerns the
relative exposure of official and bank creditors to
countries which have rescheduled their debt. Officially
supported export credits to such countries rose at the
same rate as nonguaranteed bank credits over the 18month period to mid-1985. The exchange rate-adjusted
growth of officially supported credits is likely to have
exceeded the growth in nonguaranteed bank credits
because, as noted earlier, the currency composition
of the former is much less heavily weighted toward
dollar claims. For rescheduling countries, the BIS/
OECD stock data on officially supported credits—as
well as the flows estimated from these stocks—are
even more likely to be understated, owing to the
omission or late reporting of some rescheduled debt
or to the refinancing of such debt by nonreporting
public agencies such as the treasury or central bank.10
Third, within officially supported export credits,
guaranteed bank credits to all developing countries
have outpaced nonbank credits.11 Over the 18 months
to mid-1985, guaranteed bank credits increased by
6 percent (about 71/2percent if adjusted for exchang.
rate movements) compared with 4 percent for nonbank
credits (51/2percent on an adjusted basis). This contrasts with the trend observed in rescheduling countries
where guaranteed bank credits declined while nonbank
credits were the most buoyant component of total
credit. The decrease in the outstanding stock of guaranteed bank credits to rescheduling countries may
reflect the transfer of claims from commercial banks
to the relevant government agency as a result of debt
rescheduling within the framework of the Paris Club;
it may also reflect the relative exporting success of
creditor countries which rely heavily on the use of
nonbank credits.

Factors Influencing Export Credit Flows
Although possible contributing factors have been
identified, a more conclusive analysis of these recent
10

See Appendix I.
Nonbank export credits consist of insured suppliers' credits
and credits extended directly by official export financing institutions.
There is no published breakdown of nonbank credits into its two
components.
11
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trends is not feasible in the absence of more detailed
data, including the breakdown of suppliers' credits and
direct export credits by individual borrowing countries
and the detailed pattern of trade flows by commodities
for 1984. The following are some broad conclusions.
For countries with recent debt-servicing difficulties,
trends in export credits have been diverse. For example, among the 11 such countries that the Fund
staff discussed with export credit authorities, 5 countries (Malawi, Mexico, Nigeria, the Philippines, and
Turkey) experienced substantial gains in export credits
over the 18 months to mid-1985, while others faced
declines of varying amounts in such credits (Table 4).
For the rescheduling countries as a group, officially
supported export credits increased much less strongly
than for other developing countries, a fact which can
be attributed to both demand and supply factors. On
the demand side, most export credit authorities noted
the sharp reduction in capital goods exports and the
consequent decline in demand from exporters and
banks for credits and insurance to support such exports
to these countries. Some agencies also reported that
a smaller portion of credit guarantee offers made was
being taken up. In addition, on the supply side, there
appeared to be a decline in the percentage of exports
insured, reflecting the restrictive policies and practices
of export credit agencies vis-a-vis some of these
countries.
For those countries where adjustment has been
perceived as inadequate, export credit cover has been
suspended or restricted severely. In these instances,
exporters have sought alternative forms of trade finance and insurance. These alternatives have included
countertrade, leasing, and other ad hoc arrangements
with local buyers or associate companies for a more
secure form of cash finance or its equivalent. In at
least one such case, however, officially supported
export credits also continued to increase rapidly because disbursements continued to be made under
commitments undertaken by the agencies before the
tightening of their policies. Exporters have also made
increasing use of selective cover from private sector
insurers at high premium rates.
For countries that have implemented adjustment
policies, official cover may have been gradually resumed, but exporters' response may have lagged,
owing to considerable delays in re-establishing trade
contacts or to inertia on the part of exporters that
have become accustomed to financing trade without
official guarantees or insurance. The private sector in
the debtor countries may also be more reluctant than
in the past to finance projects or to borrow externally
and be subject to foreign exchange risk.
There is also wide divergence in the officially supported export credit trends for those developing coun-

tries that have not rescheduled. However, the overall
upward trend for the group reflects primarily the
underlying demand elements, since there appear to
have been no significant and widespread supply constraints over this period. For this group of countries,
guaranteed bank credits rose at an annual rate of
11 percent over the 18 months to mid-1985, with the
increase being broadly based across countries. This
trend reflects the banks' own preference for extending
credits with official guarantees and suppliers' preference for rediscounting export paper with banks. Partly
as a consequence of suppliers' preference, the trend
for nonbank export credits has been relatively weak,
and the increase in cover demand for such credits has
been confined to only a few countries in Asia and the
Western Hemisphere. Some authorities also attributed
the overall downward trend in nonbank export credits
to the depressed demand for capital goods exports in
general. In addition, a few export credit agencies
believed that there may have been a decline in the
percentage of exports insured, owing to the 1983
revision of the Consensus Arrangement which had the
effect of reducing interest rate subsidies and intensifying competition in the export markets. Given the
higher premium cost, some exporters may choose to
bear the risk themselves.
In analyzing these global trends, it may be noted
that the demand response to relaxation in export credit
and cover policy tends to vary with the types of credits
in question. For instance, direct export credits tend
to be primarily for large projects and to depend mainly
on the domestic conditions and investment climate in
the debtor countries. Therefore, they do not respond
readily to policy adjustment by the creditors. The
demand for guarantees and insurance, on the other
hand, may be more responsive to changes in cover
policies, and the related credit flows may therefore be
amenable to policies of the creditor countries. The
demand for guarantees and insurance also appears to
vary among geographic regions. Weak demand for
guarantees and insurance from banks and suppliers
for Africa, for instance, has been attributed to a loss
of interest among exporters in markets where there
have been widespread and protracted payments difficulties. Much trade with Eastern Europe is believed
to depend on the availability of official guarantees and
insurance, whereas guarantees and insurance may be
less essential for exports to Latin America.
Recent experience also suggests that, except in a
situation where export credit agencies are off cover
for a country judged not commercially creditworthy,
export credit trends may be primarily demand-led and
that the export credit authorities, having a limited
scope for stimulating demand, in most cases can only
stand ready to accommodate demand as it arises. In
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view of the large outstanding external debt of developing countries and the consequently greater perception of risk on the part of private creditors, an upward
shift in demand for officially supported export credits
has been widely anticipated. This structural shift in
demand cannot yet be measured from available country-specific data, but there are indications that it may
have already occurred. The recent global trends in
export credits—and particularly the guaranteed bank
credit component—are clearly upward and contrast
sharply with the weak import trends of most developing
countries (Table 3).12 Overall, there may have been an
increase in the percentage of exports insured, reflecting
an upward shift in demand for guarantees and insurance
in response to higher perceived risk of nonpayment.
This possible upward demand shift indicated by
global data has not been clearly and fully felt, however,
in some countries, perhaps for two reasons. First, it
is very difficult, on the basis of available countryspecific data, to separate (a) an upward shift in cover
demand manifested in an increase in the percentage
of exports supported by official credits and guarantees
from (b) the decline in credit and guarantee volume
caused by a fall in export sales to a specific country
that may occur at the same time. Second, the demand
shift is generally quicker and more apparent in the
phase of increasing risk.13 Such a shift may take longer
to materialize and may be less immediately noticeable
in the phase of decreasing risk because of inertia on
the part of exporters and the debtors themselves, as
noted above. In countries that had previously experienced severe payments difficulties, for example,
rescheduling or the accumulation of arrears may have
permitted new trade to be conducted on a cash basis.
For countries that are beginning to emerge from debt
difficulties, exporters are aware that cover has not
been available, and as a result they may not submit
applications for official support. Over time, a sustained
improvement in economic conditions would be accom12
One major agency noted considerable increases in demand for
guaranteed bank medium-term transactions for certain countries
(e.g., Chile and Colombia) and for the bank facilities established
for the Philippines and Nigeria which were so heavily used that
about 50 percent of the national exports to these countries have
been insured. The medium-term bank-to-bank facility for the Philippines to finance bulk agricultural imports was particularly well
used in 1984, although this program was winding down as expected
in 1985 once the commercial bank agreement came into effect. In
another agency, the demand from banks has also been manifested
in the form of a request for 100 percent cover for trade credits, as
against a normal 85 percent, and for cover of local costs at a much
higher percentage than the traditional 15 percent.
13
In a few agencies, it was noted that there had been an increase
in demand for cover in deteriorating markets with a rapid debt
build-up and where banks and suppliers were concerned with
payment delays. In these markets, there had also been an increase
in demand for credits on extended terms. These types of increases
in demand were generally perceived by agencies as calling for
caution and signaling deteriorating risks.

panied by rising import and cover demand. In addition,
when restrictive cover conditions continue to apply,
e.g., in the form of increases in the premium rates,
premium surcharges, a reduced percentage cover, or
an extended claims-waiting period, the demand for
cover can be adversely and significantly affected as
these restrictions raise the cost to the exporters and
banks.14
Regarding demand for cover under special financi.n
facilities arranged in support of adjustment programs
for two debtor countries, most agencies reported that
the usage fell short of expectations. In one of the
countries, this was attributed by a major agency to
delays in completing the formalities of the arrangement,
so that by the time the program became operational,
conditions had changed significantly. In the other
country, the usage was higher, but banks were thought
to be reluctant to bear the insurance and premium
costs of using the facility, especially when the market
had become more competitive. In both countries,
however, banks reportedly were able to accommodate
the underlying trade flows through the normal facilities
offered by agencies and through the banks' own trade
finance programs under the concerted bank lending
arrangements.

Near-Term Prospects for Export Credits
In the near term, a number of developing countries
are expected to remain in payments difficulties and,
owing to perceived inadequacy in their policy adjustment, their access to officially supported export credits
would continue to be limited. Nevertheless, most
export credit authorities indicate that they view the
general near-term prospects for export credits to be
more favorable than in the recent past. The outlook
is for selective project financing to begin to rise, e.g.,
in Latin America, as debtor countries expand investment spending. Also, the recent adaptations in policies
and practices of the export credit authorities should
eventually lead to an upturn in exporters' demand.
This is more fully discussed in Section III. On the
supply side, prospective improvements, albeit limited,
in the financial position of some of the export credit
14
Percentage cover is the proportion of any loss suffered by the
exporters or banks on which the export credit agency will pay
claims. A reduction in percentage cover results in a higher potential
cost for the exporters and banks because of the higher proportion
of risk being borne by them.
The claims-waiting period is the period for which exporters and
banks must wait after transfer delays occur before receiving claims
payments from the export credit agency. As a restrictive move, the
agency can extend the claims-waiting period beyond that which is
customary, in order to signal to the exporters a tighter attitude
toward the market in question.
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agencies should make possible further adaptations in
policies and practices. One agency reported that its
global ceiling had been raised considerably on the
basis of anticipated market demand. This increase in
ceiling was, however, being directed toward countries
in the relatively low-risk categories, and the ceiling
adjustment was quite marginal for those in the highrisk categories.
For countries successfully implementing adjustment
policies, demand for new credits and cover from
exporters and banks should rise in the near term,
particularly in view of recent changes in cover policy
practices by some agencies to allow an earlier resumption of cover, as discussed in Section III. With
regard to other specific measures to stimulate demand,
several agencies have made or have proposed modifications in their procedures or in the form or coverage
of their policies. These modifications are directed
primarily at increasing the attractiveness or improving
the availability of guarantee and insurance programs
for exporters and banks.
For example, one agency expected its prospects for
credit and cover demand to improve significantly over
the near term for several reasons. First, substantial
improvements in the administrative procedures were
being made and the publicity of available insurance
facilities was being stepped up. Second, procedures
were being streamlined for banks' short-term letter of
credit transactions, partly in response to the banks'
suggestions. Several changes had already been made,
including in the risk-retention provision which would
now allow banks to pass specified risks on to exporters.
Third, and more important, efforts were under way to
develop a more flexible exporter policy. The current
exporter policy had essentially not been modified in
the last 25 years and had become unworkable. Changes
under consideration include some market differentiation in the pricing of the insurance and guarantee
program. This change in the basic pricing structure
was expected to make policy application more rational.
In response to exporters' proposals, another major

agency was considering extending the period of cover
for buyers' credits through the construction and manufacturing periods in addition to the preshipment
period, and providing cover to offshore subsidiaries
of national banks (in addition to national exporters
and national resident financial institutions). In another
major agency, a new trade credit insurance program
was being developed for introduction early in 1986 for
Latin America with plans for the program to be
reinsured with the national authorities for bilateral
assistance.
In other agencies, operational changes in cover
provisions have been under consideration in response
to systemic and competitive pressures. If introduced,
these changes could have the effect of stimulating
demand for cover as well. For example, one agency
indicated that, while a ceiling is being considered for
short-term cover for bulk agricultural exports (for
terms up to 360 days), there may be a need to establish
a new facility to accommodate the increasing demand
for three-year credits for such exports, given the
extended terms and concessional financing on agricultural exports now being offered by several industrial
countries.
With regard to other related policy issues, most
export credit authorities appear concerned with the
proliferation of mixed credits15 to financially stronger
developing countries. Their concerns relate mainly to
the distortional effects on trade and financing flows of
the subsidies implicit in mixed credit arrangements
(particularly for certain currencies), and the possible
misdirection of aid flows to medium- and higherincome countries away from low-income countries in
greater need of such bilateral assistance.
15
Mixed credits or tied-aid credits are in principle provided for
development purposes and are a mixture of aid funds and export
credits. Under the current OECD Arrangement on Export Credits,
such mixed credits are to be confined to transactions with overall
grant elements of at least 25 percent. Although OECD member
countries remain divided on the merits of mixed credits, some
progress has been made in increasing transparency and discipline
in their use.
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III
Recent Developments in Export Credit Policies and Practices

At the onset of the debt difficulties in 1982, most
export credit authorities applied their traditional principles guiding cover policies, which had been developed over many years to deal with country-specific
and isolated debt problems. Medium- and long-term
cover was suspended for a large number of debtor
countries that rescheduled debts, although short-term
cover was generally retained if the debtor country was
current on such obligations. Most export credit agencies also began to emphasize more rigorous countryrisk assessment procedures and employed more frequently quantitative instruments to help limit country
exposures, such as country ceilings or limits on the
size of individual transactions. One agency reported,
for example, that the number of countries for which
it imposed overall limits had been increased from 10
to 80 over the past few years. Also, in 1982-84, all
ten agencies made upward adjustments in the premium
rate structure in order to cope with the financial strains
of claims payments relating to debt reschedulings and
arrears. In many cases, the premium structure has
become considerably steeper to reflect country-risk
differentials, and at times substantial surcharges have
been introduced on a case-by-case basis for high-risk
countries.
After this initial phase, the export credit authorities
began increasingly to adapt practices to the changed
environment of widespread debt difficulties. In so
doing, they have attached importance to an orderly
and timely resumption of normal cover for countries
which have rescheduled debt and implemented adequate adjustment policies.16 By early 1984, agencies
were already beginning to broaden the scope and
increase the options for retaining cover for some
rescheduling countries, and exceptional export credit
arrangements had been made on a case-by-case basis
for certain debtor countries to promote systemic stability and to strengthen adjustment efforts.
16

For a detailed description of policy adaptations in the period
through early 1984, see Brau and Puckahtikom (cited in footnote 1).

Over the past year and a half, policies and practices
appear to have been adapted further in several important respects, and creditor authorities have shown
increased willingness to retain or resume cover for
countries that are implementing adequate adjustment
programs. Certain long-standing rules have been modified, and cover policies have more frequently been
tailored to fit the distinct economic circumstances of
the debtor country in question. This section document.
the main changes in policies and practices that have
been introduced recently, including agency financial
developments, cover policies in the debt buildup phase,
the recent tendency for an earlier resumption of cover,
and the impact on cover policies of the increasingly
differentiated terms of debt reschedulings provided
under the Paris Club.

Export Credit Agency Finances and
Operations
Following the emergence of widespread debt difficulties in 1982, the export credit agencies have faced
a dramatic deterioration in their financial position as
a consequence of a record level of claims payments
caused by the debt reschedulings and arrears of an
unprecedented number of debtor countries.17 In the
last year and a half, most agencies were still under
strong financial pressures, and cash deficits on export
credit transactions have continued to rise, reflecting
substantial claim payouts and a slow growth or even
a decline in premium incomes. Most agencies' recoveries of claims have been increasing, but claim payouts
still exceed by large margins the sum of recoveries
and premium incomes. In spite of the large increases
in premium rates during 1982-84, total premium receipts have been depressed, owing to the decline in
17
Although the accounting practices vary, for most agencies the
financial position (i.e., the operating surplus/deficit) is measured o.
a cash basis where claims payments are recorded as expenses, and
premium incomes and recoveries are recorded as operating receipts.
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business volume. Only one agency was able to report
a slight improvement in its financial position in 1985,
while another agency indicated that a provisioning
exercise which had recently been completed pointed
to the first hopeful signs in four to five years.
Most authorities indicated that while the agencies'
financial conditions remained difficult, the worst may
be over, with the financial results in the near future
either improving slightly or at least deteriorating no
further. It may be noted in this connection that while
the cash flow position is crucial from the perspective
of the individual agency (especially those without ready
recourse to refinancing of the rescheduled claims), an
assessment of the financial position of agencies must
also take account of future recoveries of rescheduled
claims. Moreover, from the viewpoint of the creditor
government, cover policy decisions need to be based
on even broader considerations.
There have been relatively few changes in premium
rates since the major upward adjustments in the premium structures of 1982-84. Most agencies reported
no significant change since then in the general premium
structure. One agency that had raised premium rates
steeply in 1982 was able in July 1985 to reduce
somewhat the rates and the progressivity of their
structure.18 Only one of the agencies indicated that the
premium rates were raised sharply. That agency increased rates by an average of 25 percent in January
1985, with individual increases ranging from 15 percent
to 44 percent.19 For most other agencies, certain
selective adjustments in premium rates have been
introduced. For example, rates have been increased
for those markets with a higher degree of political risk
or for comprehensive short-term policies with weak
private buyers' claims records,
A few agencies continued to experiment with risksharing arrangements as an alternative to refusing an
entire transaction or limiting its size. However, such
experimentation has been confined to very few arrangements with banks, private insurers, and, in one
instance, between two national agencies.20 Risk-shar18
The progressivity of the premium structure is related to the
degree of country risk and to the maturity structure of the credits.
For this agency, for example, the maximum rate for high-risk
countries for 10-year credits has been reduced from 9 percent to
just under 7 percent.
19
For example, for countries in the highest-risk category, the
premium rate (for political risk only) was raised to 10 percent for
long-term coverage. For this agency, the premium increases were
designed not only to cope with the large operating deficits recorded
since 1983, but also to limit the level of risks in the agency's
portfolio. However, in order to compensate partly for the increased
premium costs, the maximum insurable amount was at the same
time raised to 95 percent from 90 percent previously.
20
In the cross-agency arrangement, the two agencies pool their
commitments on a specified list of countries and share the payments
of all claims arising in connection with these countries over a certain
period. The arrangement was designed to help both these agencies

ing with private insurers has not proved very successful
because the private insurers were much less able to
share in the political risks, given their marginal involvement so far in this insurance field, and they have
tended, therefore, to be cautious, requiring very high
premiums. Nonetheless, from the limited experience
so far, some agencies believe that risk-sharing could
be a productive way of gearing up new commercial
credit flows without increasing their exposure as much
as would otherwise be the case. Such sharing of risks
would be consistent with the current interest of governments to complement financing efforts by banks
and other creditors. Most agencies continued the
traditional practice of sharing certain risks with the
national governments, either directly through specified
government accounts, referred to as national interest
accounts, or indirectly through the bilateral assistance
authorities.
Finally, with a view to improving their financial
position, most agencies are adopting a more active
policy of debt recovery through, for instance, more
active negotiations with private firms in the debtor
countries. In some agencies, an effort is under way to
reduce the level of portfolio risk by instituting wholeturnover policies where these had not previously
existed, thereby requiring participating exporters to
insure across a broader range of transactions and
countries.21 For others, outstanding cover offers, which
in the past had been committed automatically if the
commercial contract was obtained, would now be
scrutinized more carefully, and offers now have a fixe.
life, such as six months, which could be extended for
a further fixed period, such as three months, but
sometimes only with an additional fee.

Cover Policies in the Debt Buildup Phase
For convenience, current policy issues may be
discussed along the lines of the three distinct phases
of debt situations: the debt buildup phase, the debtservicing difficulty and rescheduling phase, and the
recovery phase. It is, of course, not regarded as normal
or inevitable that borrowing countries pass beyond
what is termed the debt buildup phase. Policy interest
relating to the debt buildup phase is mainly precautionary and concerns primarily the ways to avoid debtservicing difficulties.
diversify and absorb risks, although one of the practical problems
encountered was in reaching agreement on the country coverage
that involved the same amount of risk.
21
Whole-turnover or comprehensive policies are policies that
provide insurance or guarantee cover for all, or a portion, of the
export transactions of a particular supplier, exporter, or bank. See
Appendix III for details.
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Earlier Resumption of Cover in the Debt Rescheduling Phase
Cover policies and practices for the debt buildup
phase have undergone relatively fewer changes than
for the rescheduling phase and the recovery phase.
There is general recognition among the export credit
authorities that there are built-in tendencies for the
export credit agencies as a group, though not necessarily for each agency, to remain on cover too long
for countries that, while not in immediate difficulties,
are pursuing policies that could contribute to future
debt-servicing problems. This systemic weakness continues today and tends to postpone adjustment efforts
in some borrowing countries beyond the time when
adjustment measures would entail a comparatively
light effort.
The export credit authorities stress that it is the
borrowing country's responsibility to exercise prudence. Discipline on the lender's side is complicated
by the fact that advance warning signals or leading
economic indicators are rarely fully conclusive. Given
this fact, in an intensely competitive export environment, it is difficult for any single agency to attempt to
tighten cover policy ahead of other agencies. Furthermore, there is the perception that an individual agency's action would affect only marginally the overall
outcome and that there is a need for agencies as a
group to proceed gradually rather than abruptly to
avoid precipitating a liquidity crisis for the borrower.
In light of recent experience, efforts have been made
to strengthen procedures for assessing country risks.
Greater emphasis is being placed on leading indicators,
such as the direction of economic policies in a borrowing country and the medium-term payments and
external debt outlook. While efforts are also under
way in some agencies to strengthen project appraisal,
further improvements are possible, as discussed in
Section IV. Aside from these steps within each agency
which help to improve risk assessment, there remains
an interest in exploring collaborative steps on a caseby-case basis to develop sounder lending standards.
While it is acknowledged that significant progress in
this area would be in the interest of both the agencies
and the debtor countries, it is also recognized that
consistent and effective preventive policies in this
regard will be difficult and will take time to evolve,
given the export promotion objective of the export
credit system and the resulting competition.
Concerning risk assessment in particular, recent
debt difficulties have underscored the importance of
more forward-looking and more comprehensive procedures. Most authorities report that borrowing countries are kept under more frequent review than in the
past. Efforts to improve risk-assessment techniques
are continuing through the development of better
forecasting methods and, in one agency, a methodology
for inter-country comparisons. Country analysis has

become more forward-looking and uses information
from various outside sources. It was hoped that the
improvement in country-risk analysis would help to
promote a greater synchronization of cover policies
with adjustment efforts of debtor countries both in the
debt buildup phase and in the recovery phase. Some
authorities also indicated greater attempts to resist
various political pressures and to avoid the granting
of exceptions on political grounds to country policy
criteria and limitations that have been set on the basis
of economic creditworthiness analysis. However,
agencies continue to cite competitive pressures as
making it difficult in practice to deny credits and cover
merely on the strength of unfavorable risk assessments,
as opposed to actual payments difficulties. In one
major agency, the main policy thrust over the last year
has been to seek greater clarity in policy formulation
and more consistency between its risk assessment and
the application of its cover policies; policy application
was also being more finely tuned through a greater use
of discretion and delegating authority for banks and
exporters and of transaction limits.

Earlier Resumption of Cover in the Debt
Rescheduling Phase
Concerning the rescheduling and recovery phases,
a major recent development in policies and practices
has been the tendency, in the case of countries that
are successfully implementing adjustment policies, for
export credit authorities to modify the traditional rules
governing the resumption of export credit cover. At
least one half of the agencies reported that they were
following practices that would permit an earlier resumption of cover for medium- and long-term credits,
generally after the conclusion of the Paris Club bilateral
agreement.22 Other agencies indicated that they hoped
to find themselves in a position to reopen such cover
after Paris Club bilateral agreements had been signed.
In three agencies, new programs have been established
to allow early cover resumption for selected rescheduling countries that are taking effective action to deal
with their economic problems. These developments
mark a major break from past practices where medium22

Agreement reached bilaterally between the debtor country and
the creditor agencies in each of the creditor countries participating
in the Paris Club rescheduling. These agreements establish the legal
basis of the debt rescheduling as set forth in the Paris Club Agreed
Minute. The deadline for concluding bilateral agreements is now
generally eight to nine months from the date of the Paris Club
Agreed Minute.
For further details on the practices and developments in multilateral debt reschedulings in the framework of the Paris Club, see
K. Burke Dillon and C. Maxwell Watson, Recent Developments in
External Debt Restructuring, Occasional Paper No. 40 (Washington
International Monetary Fund, October 1985).
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and long-term cover would not be resumed until, in
some cases, two or three years after the debt rescheduling. Under the more recent practice, the period of
cover interruption for selected countries would be
much shorter, perhaps less than a year.
Under this recent approach, the authorities concerned are applying cover policies more flexibly, and
they are attempting to make finer distinctions, based
on criteria described below, among debtor countries
that have rescheduled debt to official creditors. In
resuming cover for selected rescheduling countries,
the authorities thus attempt to minimize the associated
risks and avoid any adverse consequences on the
agencies' own finances or the national budget. This
approach has the effect of reducing the number of
countries facing a suspension in medium- and longterm cover.
While the detailed procedures differ across countries
and agencies, the basic features of this recent practice
are that cover would be resumed after the rescheduling
countries have concluded and are implementing their
Paris Club bilateral agreements, and if they remain in
compliance with a Fund-supported adjustment program. Cover would normally be resumed for exports
that contribute directly to the debtor country's economic recovery, e.g., for essential inputs and carefully
selected projects with clear linkages to the country's
foreign exchange earning capacity. Medium-term cover
would be made available up to a limit, provided the
country has no current transfer delays and the mediumterm balance of payments outlook can be regarded as
sustainable. The new programs generally involve annual limits on exposure which are normally below
expected exporter demand for cover. For all agencies,
an essential precondition is that the country involved
did not seek a change in the cutoff date 23 under its
Paris Club rescheduling agreement. Early resumption
of medium- and long-term cover under programs of
this type has applied to countries such as Ecuador,
Cote d'lvoire, Malawi, and Mexico. For Ecuador,
three agencies resumed cover even before the bilateral
agreement was signed.
In two agencies, new guidelines were introduced
whereby cover could be suspended on only a temporary
basis, pending the completion of the Paris Club bilateral
agreement. One objective was to encourage a speedy
completion of the bilateral negotiations. In the interim
period when cover is temporarily suspended, discus23

The date before which loans must have been contracted in
order for their debt service to be eligible for rescheduling. Creditors
are reluctant to change the cutoff date for subsequent reschedulings
since, if the cutoff date is advanced, new export credits granted
after the initial rescheduling could be subject to the subsequent
reschedulings. The possible rescheduling of new credits is considered
an important obstacle to normalizing debtor/creditor relations.

sions with the borrowing country could continue on
prospective trade and project transactions, and offers
could be made on these transactions contingent upon
the completion of the bilateral agreement. This type
of procedure helps to ensure that interruption of cover
is kept to a minimum. Furthermore, exception for an
even earlier resumption of cover could be made on a
case-by-case basis; e.g., cover could be provided for
projects that were approved by the World Bank even
if the bilateral agreement had not yet been signed.
The tendency for an earlier resumption of cover for
certain rescheduling countries has been motivated by
the following considerations. First, the early resumption of cover helps support debtor countries undertaking adjustment. In these cases, increased flexibility
was seen as permitting a feasible balance between the
need to promote exports and the need to restrain risks.
Second, certain changes had to be introduced in
response to competitive pressures and in order to
preserve market shares; exporters in creditor countries
where cover policies were relatively tight have lost
competitiveness, making it more difficult for the agencies involved to justify tight policies. Third, certain
changes could be accommodated through increases in
premiums and surcharges to match the higher risk and,
as noted earlier, the permitted increase in exposure
was limited. Fourth, the changes are geared to speed
up the bilateral negotiations and impart a stabilizing
element to the rescheduling process.
The export credit authorities continued to stress the
following factors that could facilitate an early resumption of cover for rescheduling countries. Without
exception, all authorities attached great importance to
the debtor country's not changing the cutoff date where
successive Paris Club reschedulings were likely to be
needed.24 This was seen as particularly important in
providing a measure of confidence for the granting of
medium-term credits and would significantly influence
the attitude of export credit agencies. Some agencies
stressed that only by maintaining the cutoff date and
protecting new credits from rescheduling could it be
possible to restore normal debtor/creditor relations.
They concluded, therefore, that this principle should
be maintained, even if that required repeated reschedulings of service on debt originally contracted before
the cutoff date.
Aside from this primary factor, most authorities also
considered crucial a prompt conclusion of the bilateral
agreements, especially for agencies where there is a
policy of resuming cover only after the completion of
such agreements. A few agencies also indicated that
if successive reschedulings were needed, it would be
best to avoid requesting rescheduling terms that were
24

See footnote 23.
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worse for the creditor than under the previous rescheduling, or terms that were exceptional by Paris
Club standards. Some small improvement from year
to year in successive reschedulings would give the
impression of progress being achieved; this could be
reflected in a request for reduced rescheduling percentages or a progressively narrower scope of the
rescheduling. Such an approach might facilitate the
phased resumption of new credits and cover. Exceptional rescheduling terms, on the other hand, were
considered as applicable to very serious cases of
payments difficulties which would call for an off-cover
policy for new credits. Most authorities continued to
stress the importance of debtor countries' maintaining
dialogue and close communication with the agencies
to review prospects and attitudes.

Differentiation in Paris Club Terms and New
Export Credits and Cover
For the rescheduling and recovery phases, most
export credit authorities view the increased differentiation in terms being agreed at Paris Club debt reschedulings as a positive development and as having
a considerable influence on export credits and cover.
In the past, a close linkage between debt rescheduling
and new export credits and cover policies had been
defined largely in the context of short-term debt only,
but this linkage has more recently been broadened to
apply to other aspects of debt rescheduling. By early
1984, export credit authorities had stressed the importance of the exclusion of short-term debt from
rescheduling and the debtor country had been encouraged to remain current on such debt since such
exclusion from rescheduling would permit the maintenance of crucial short-term trade credits. Over the
last year and a half, as debt reschedulings have been
tailored increasingly to meet the individual circumstances of the debtor countries, cover policies have
been adapted correspondingly. Three notable developments in this context concern cover policy adaptation in situations of multiyear rescheduling, exclusion
of private sector debt from debt rescheduling, and
exclusion of interest from rescheduling. Experience to
date would indicate that, in appropriate cases, such
carefully tailored reschedulings can facilitate the maintenance or resumption of export cover.

Cover Policies in the Context of Multiyear
Restructuring Agreements
So far, there has been one official multiyear restructuring agreement (MYRA) within the framework of

the Paris Club. This agreement was concluded with
Ecuador in April 1985. In agreeing to the MYRA with
Ecuador, official creditors attached importance to the
fact that Ecuador's external position was expected to
be sufficiently strong to enable it to finance the current
account of its balance of payments without further
concerted action by creditors and without rescheduling
of interest. In view of the objective that a MYRA
should provide a transition to normal debtor/creditor
relationships, official creditors also considered it important that the percentage rescheduled decline over
time. The agreement, therefore, provided for the rescheduling of principal only, with the percentage rescheduled declining from 100 percent in 1985 to
85 percent in 1986 and to 70 percent in 1987.
The MYRA for Ecuador was viewed as representing
the exit phase of payments difficulties for the country
and was considered a vote of confidence from the
creditors for the economic policies and the financial
prospects of the country. Accordingly, in this instance,
three major agencies retained cover for Ecuador after
the multilateral restructuring agreement, even before
the conclusion of the bilateral agreements. In one
major agency where medium- and long-term cover was
suspended, this was partly in line with its standard
policy of suspending such cover for the duration of
the consolidation period of the rescheduling. The
authorities indicated, however, that their policy in this
regard was under review as they explored the possibility of differentiating cover policies for countries that
have undertaken successful adjustment and are reestablishing creditworthiness. In particular, the authorities were examining whether there could be any
change in the present policy of resuming cover only
after the end of the consolidation period. One other
major agency was predisposed to resume cover, but
cover had been suspended because of outstanding
arrears which were mainly administrative. In some of
the smaller agencies where cover was temporarily
suspended, it was in part as a response to temporary
arrears that were due to administrative delays; it was
noted, however, that demand for cover and credits
from these agencies had been rather sluggish.
The general policy stance of most major agencies in
this case represents a significant departure from past
practice, especially for those agencies that had hitherto
adhered firmly to the rule of suspending cover during
the consolidation period of the debt rescheduling. This
change in policy is consistent with the desire of creditor
government authorities to provide MYRAs, under
appropriate conditions, as a means of facilitating a
return to normal market access. It was noted in this
connection that one of the advantages of the MYRA
is that the cutoff date is fixed for an extended future
period, thus providing greater assurance that new
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export credits will not be rescheduled. In practice, for
certain agencies, it would in fact be difficult to distinguish the cover policy stance for countries with
MYRAs as against those with serial debt reschedulings
that result in a similar financial outcome and where
there is confidence that the cutoff date will not be
changed.

Exclusion of Private Debt from
Rescheduling
Until recently, Paris Club debt reschedulings had
normally covered the debt both of the public sector
and of the private sector in the debtor countries. The
only exception to this practice was that the private
debt was generally excluded for countries in a currency
union where the problem of foreign exchange transfer
would not be relevant. More recently, private sector
debt has been excluded from the rescheduling agreements for Chile, and subsequently also for Jamaica
and Morocco. Most export credit authorities indicated
that they would be willing to stay on cover for the
private sector if such debt has not been rescheduled
and has been serviced on a current basis, because any
new private debt would likely be serviced on a timely
basis, in part reflecting the less severe liquidity situation. At least one major agency has a firmly established principle to resume cover for debt that has not
been rescheduled, although most agencies have no
fixed rules for retaining cover for the sector that avoid
debt rescheduling. In Chile, because the debt rescheduling agreement was structured to exclude the private
sector debt and Chile had been current on such
obligations, most of the major agencies were willing
to remain on cover for the private sector in spite of
the rescheduling of public sector debt.
On operational grounds, the exclusion of private
sector debt from a rescheduling can simplify considerably the rescheduling process since technical complications have often been encountered in rescheduling
such debt. In particular, it is often difficult in practice
to identify the eligible private sector debt and to draw
the line between commercial default, which is not
covered by Paris Club reschedulings, and sovereign
risk. Also, the maintenance of credits and cover to
the private sector is consistent with the high priority
attached to promoting the private sector in debtor
countries as part of the recovery process. On the other
hand, the issue could be more complicated if the
private sector debt service is relatively large compared
with the country's total financing need, or where there
are important issues of intercreditor equity and burdensharing. Also, a few agencies do not make an operational distinction between public and private sector

debt, noting that excluding such debt from the rescheduling is not a sufficient assurance that the private
sector would in the future be in a position to transfer
abroad the service on its obligations. Furthermore, for
a debtor country with severe payments difficulties and
in need of major economic adjustment, the private
sector is likely to be temporarily and adversely affected
during the adjustment period and the commercial risks
of any new transactions can be significantly worsened,
even in the absence of transfer risks. On balance,
creditors prefer to have these issues addressed on a
case-by-case basis. They are reluctant to set firm rules
regarding either the exclusion of private sector debt
from reschedulings or the impact of such an exclusion
on their policy with respect to new export credits.

Exclusion of Interest from Debt
Rescheduling
In assessing creditworthiness, most export credit
authorities consider the exclusion of interest from a
debt rescheduling request as a positive sign as well as
an indication of a relatively mild degree of financial
difficulties. Importantly, such a limited rescheduling
increases confidence that the country would not in the
future need to seek a change in the cutoff date, even
if its external situation deteriorated somewhat. Most
export credit authorities also view the avoidance of
interest rescheduling very positively in the sense that
the payment of interest by the debtor country is
considered proof of its desire to maintain, to the extent
possible, a normal payments relationship.

Cover Policies for Countries in Protracted
Payments Difficulties
Cover policies remain very restrictive for those
countries that are facing severe and protracted payments difficulties, and the agencies would generally
be off cover, either formally or effectively. However,
most authorities indicated that, even where they are
off cover, they may continue to provide special export
credit assistance and selective cover on a case-by-case
basis. For instance, cover could be provided to complete ongoing projects, to assure essential inputs for
the production of exports, and for projects in which
the World Bank or regional development banks are
involved. Cover could also be provided for essential
imports financed under government lines of credit, or
for preshipment risks on projects that are aid-financed.
Periodically, other unique transactions could be accommodated on a limited scale and on a selective
basis. Such medium-term cover would be provided on
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the national or state account.25 Ad hoc arrangements
may be made for other short-term cover. For example,
short-term lines of credit for raw materials and spare
parts may be kept open to permit the uninterrupted
operation of existing investment projects, although
with additional restrictive conditions (such as central
bank guarantees or confirmed irrevocable letters of
credit) to ensure priority of repayments.
For countries in protracted payments difficulties,
however, there seems to be little scope for further
additional export credit assistance. Official creditors
25
A national or state account is a separate account maintained
by some of the agencies for transactions that are considered too
large or too risky for the agencies to undertake. The practices
concerning state accounts vary among creditor countries. Such
accounts are often held in the agency, with special provisions for
its financing through the budget or the central bank.

have already exercised considerableflexibilityfor these
countries by effectively rescheduling close to
100 percent of both principal and interest falling due.
It was also recognized that in many of these instances,
given the magnitude of the problems, successive debt
reschedulings at exceptional terms may well be necessary. Furthermore, such exceptional efforts would
need to be complemented by additional financial assistance on appropriate concessional terms. Additional
officially supported commercial credits would not be
the appropriate vehicle for such assistance where there
is no realistic prospect of the country having the
capacity to service such new commercialfinancingand
where, therefore, such financing flows could not be
sustained. Any additional assistance to such countries
in support of their adjustment efforts would need to
take the form of new bilateral or multilateral aid flows.
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IV
Restoring Normal Debtor/Creditor Relations and
Other Issues in the Recovery Phase

The initial reaction of export credit authorities to
the debt-servicing difficulties that emerged in 1982 and
the related reschedulings was to apply the same policies
concerning new credit cover that had been developed
and used over many years for isolated, single-country
problem cases. Recently, however, it has been increasingly recognized that such a policy approach could be
counterproductive in the aggregate when applied to a
range of debtor countries that were experiencing problems but implementing satisfactory adjustment policies
and that had reasonable medium-term prospects. Consequently, as noted above, many export credit authorities have shown greater flexibility and have begun
on a case-by-case basis to introduce special cover
policies or programs that would allow the maintenance
or early resumption of cover for certain countries.
Regarding current policies and issues in the recovery
phase, questions of considerable interest that remain
to be addressed among governments concern other
steps that could be taken through the export credit
instruments to expedite a return to normal debtor/
creditor relations, and some of the obstacles that would
need to be overcome. The policy objectives of creditor
governments with respect to their export credit agencies are to help foster export prospects on a sustained
basis and to strengthen the financial outlook of the
agencies by enhancing the long-term creditworthiness
of the debtor countries. With respect to the debtor
countries, the objectives are to assure an adequate
flow of officially supported export credits and to
catalyze the flow of private trade and project credits.
For the export credit agencies, the main underlying
consideration is the need, notwithstanding an environment of strong competitive pressures, to remain financially self-supporting over the medium term.
In this connection, two main policy issues were
discussed with the export credit authorities. Both
issues relate to debtor countries that are implementing
adjustment policies and have reasonable prospects for

a return to commercial creditworthiness. The first
issue concerns providing cover for export credits as
either a substitute for, or a complement to, official
debt rescheduling in the context of assuring both
adequate financing flows and equitable burden sharing
with bank creditors. The second issue relates to ways
of ensuring a more effective use of new export credits
and the importance of better project selection.

Provision of Cover for Export Credits as a
Substitute for, or Complement to, Official
Debt Rescheduling
Over the last year and a half, as official export credit
cover policies have become more flexible and differentiated, both debtors and creditors have become more
aware of the close relationship between debt rescheduling and access to new export credits. In a few recent
instances, questions have been raised concerning the
possibilities and the desirability of providing cover for
export credits as either a substitute for, or a complement to, debt rescheduling. Also, both governments
and commercial banks attach increasing importance
to the question of equitable burden sharing among
creditor groups in their efforts to assist debtor countries
that are implementing appropriate adjustment policies.
The question of new export credits as a possible
substitute for official debt rescheduling arose in two
recent reschedulings. In both reschedulings, commercial bank debt was of overwhelming importance and
the amount of official debt service was relatively small.
Also, both countries could have expected an increase
in export credit exposure in the absence of official
debt rescheduling; and the official debt rescheduling
in both instances was explained more by the need to
achieve comparability of action with commercial banks
than to meet residual liquidity needs. In these circumstances, two related questions may be considered. The
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Export Credit Cover as a Substitute for Official Debt Rescheduling
first is whether some expression by creditor governments of their willingness to provide cover for export
credits might have been desirable and sufficient to
obviate the Paris Club debt rescheduling, particularly
in the context of comparable action with commercial
banks. The second question is whether, in cases where
an official debt rescheduling cannot be avoided, a
strictly limited form of rescheduling combined with
some provision of cover for export credits might, for
all parties concerned, be preferable to meeting the
financing need through rescheduling alone.
Questions concerning the complementarity of export
credits and debt rescheduling were raised in practical
terms in connection with a few concerted financing
arrangements for certain debtor countries in the past.
The experience of both debtor and creditor governments with such pledging efforts has not been encouraging. Nonetheless, in the current circumstances
where a number of debtor countries continue to face
payments difficulties notwithstanding their recent adjustment efforts, the desirability and feasibility of an
informal approach to integrating export credits into
the adjustment and financing strategy in certain circumstances may be considered. Such efforts could
help maintain adequate credit flows and would be
compatible with the priority being attached to maintaining trade flows and to renewing growth in debtor
countries that are undertaking appropriate adjustment.
A possible shortcoming of existing arrangements
may be the absence of a vehicle through which creditor
governments can show debtor countries and other
creditors their agencies' efforts in the area of export
credits and the important role of export cover in
catalyzing private sector credits. At present, many
debtor countries in temporary difficulty and their
commercial bank creditors may see only the Paris
Club debt rescheduling option as a reliable means of
official financing and of achieving precise and verifiable
comparability of action with commercial banks when
the latter are the dominant creditor group. The official
creditors' response to difficulties in some debtor countries, and more particularly official action to achieve
broad comparability with commercial banks, may
therefore be biased toward the rescheduling solution.
In certain circumstances there is a choice, in practice
as well as theory, between official debt rescheduling
and new cover. There is also a choice between a more
conventional debt rescheduling and a strictly limited
form of rescheduling (e.g., excluding interest due from
rescheduling) combined with some new credits. In
these circumstances, the alternatives that entail a
provision of cover for new export credits might, by
helping to restore normal debtor/creditor relations,
lead to greater financing over the medium term for the
debtor country than when continued reliance is placed

on debt relief. Provided project selection is appropriate
(see below), this type of alternative might more directly
help the debtor country meet the growth objective
through financing a higher level of investment spending, including that of the private sector. It would also
be consistent with the general preference and shift of
commercial banks away from balance of payments
finance and toward trade and project finance, and thus
help catalyze the provision of private credit.
From the point of view of export credit authorities,
the potential benefit of such an alternative might be
that the financing would be linked directly to their
trade. Furthermore, although agencies' accounting
practices vary, the cash flow position of most agencies
would be better if new export credit guarantees or
insurance were provided instead of paying out claims
in connection with debt rescheduling. The exception
would be those agencies with ready recourse to refinancing of the rescheduled claims.26 The willingness
to provide cover for new export credits could assure
bank creditors of equity in burden sharing if an appropriate channel of communication with commercial
banks on this matter could be established.
In discussing these ideas, export credit authorities
mentioned a number of conflicting considerations.
There was, however, general agreement that rescheduling and new cover are closely interrelated, that
official financial assistance could in theory be provided
through either means or through different mixes of
these two components in cases where the debtor's
liquidity difficulties are not preponderant, and that
ways should be explored to avoid Paris Club debt
reschedulings that may not be strictly necessary.
However, it was stressed that in cases of clear liquidity
problems, only debt rescheduling can provide the
needed cash relief and would, therefore, be the appropriate form of official assistance. In these cases,
rescheduling efforts by both banks and official creditors
would help restore confidence, and a well-designed
rescheduling operation could improve the long-term
creditworthiness of the borrowing country.
Most export credit authorities expressed strong
reservations about the effectiveness and appropriateness of specific export credit target amounts or commitment pledges made either collectively or by individual authorities as an integral part of international
arrangements intended to fill a financing gap. They
stressed that medium-term export credits cannot be
26

Most agencies record the payments of claims (which result
from arrears or debt rescheduling) as cash expenditure and do not
take them into account as income receivable in the form of future
recoveries. In the past few years, such a cash accounting practice
has created substantial cash flow/operating deficits which are considered the key financial indicators; the operational objective of
most agencies is to achieve a financial balance on a cash flow basis
over the medium term.
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an instrument for balance of payments financing because credit flows would arise only if and to the extent
that there is project demand from the borrowing
country. In any case, credit disbursements giving rise
to such flows would follow commitments only after
considerable delay. Also, for a country undertaking
an adjustment program, past experience on the demand
for cover does not provide a useful guide for future
demand. In particular, demand for medium-term project financing may decline significantly.
On the other hand, short-term export credits that
are vital in normal trade financing could be considered
a form of balance of payments financing in the sense
that the withdrawal of such credits represents a negativefinancingflowheavily burdening official reserves.
However, special arrangements for short-term cover
would normally be redundant because such cover is
already being maintained, provided that appropriate
conditions are fulfilled by the debtor country. Moreover, with respect to medium-term credits, there would
be substantial difficulties in estimating the ex ante
financing requirements, in predicting the impact of
cover policy decisions on demand for credits, and in
establishing the individual authorities' commitments
and targets. The experience of past arrangements,
where there were considerable shortfalls in demand
and disbursements relative to pledged amounts, was
instructive. The targets established for special facilities
were not, by wide margins, achieved within the expected time, partly because administrative arrangements were cumbersome and partly because most
exporters and banks apparently found the normal cover
facilities that continued to be available sufficient for
their needs.
In the light of recent experience, the export credit
authorities stressed that any future efforts concerning
the provision of export credits should not focus on
commitment pledges. Efforts should instead focus on
the general consistency in the cover policy stance of
creditor governments with a country's phase of adjustment and with broad-based international efforts to
support an adjustment program. If creditor governments were willing to consider a move in this direction,
any forward-looking expression of their cover policy
attitude for certain countries could not be unconditional, but would have to be linked to the borrowing
country's adherence both to negotiated rescheduling
agreements and to a well-formulated economic program supported, where appropriate, by the use of Fund
resources. The borrowing country concerned should
also be at a stage where it is not facing serious and
protracted debt-servicing problems and where renewed
access to commercial credits is justified by an improve.
ment in its creditworthiness and prospects.
An indication by creditor governments of their

general policy stance vis-a-vis certain borrowing countries would help inform the borrowing country of the
availability of commercial trade and project finance
under certain circumstances and to assure commercial
banks of creditor governments' comparable financing
action. This approach would be consistent with supporting the borrowing country's economic program
that seeks to re-establish the conditions for growth,
although the impact on financing flows is likely to be
stronger over the medium term in view of delays
inherent in developing projects and in the uptake of
new credits to finance these projects. For reasons that
may only partly be self-interest, commercial banks
generally remain skeptical of creditor government
policies in the export credit field. A greater transparency of creditor governments' past record and policy
direction could offer more assurance and help maintain
the appropriate degree of cooperation among all parties. Such an approach would seem not to compromise
the sovereignty of national decision making in the
export credit field, an element that all export credit
authorities have stressed must be preserved.

Project Selection
Recent debt-servicing difficulties have been attributed in part to unproductive use of some past borrowings. In light of this experience, both the export credit
authorities and the debtor countries are increasingly
conscious of the need to avoid projects of doubtful
economic value and to institute mechanisms to ensure
better project selection in future. Better project selection has become a central issue in providing adequate
medium-term financing, particularly for those debtor
countries that are returning to commercial finance. For
these countries, improved project selection is regarded
as an important policy step along with other measures
in macroeconomic management. Furthermore, for those
developing countries dependent on bilateral development assistance, it is considered that financing on
commercial terms, if available, should be confined to
the most productive projects. Officially supported
export credits offer the first realistic step for such
countries toward a return to some limited form of
commercial credits. Better project selection for official
export credits is a crucial precondition for the success
of such a process.
In principle, export credit authorities hold the view
that overall public investment planning, including project appraisal and selection, is a sovereign decision and
the primary responsibility of the debtor country. It
must also be recognized that one of the main objectives
of the export credit system is to promote national
exports, an objective which may not always be fully
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consistent with the need to maximize the economic
returns of the debtor country's investment program.
Nonetheless, creditor authorities recognize that improved project selection is in their interest as well,
particularly because productive projects provide a
better chance of debt repayments, even in the situation
of general payments difficulties in the debtor country
concerned. On balance, export credit authorities have
therefore made greater efforts to improve procedures
for project appraisal; they have tended to select projects more on the basis of economic criteria; and some
agencies report that nonviable projects are being turned
down in spite of their commercial interest to the
exporters. For some agencies, country exposure limits
have been adjusted downward in an effort to ensure a
more rigorous project selection and higher quality
projects, although, in the experience of a few agencies,
this effort has not been entirely successful. Furthermore, official institutions that provide long-term
export credit financing have already moved strongly
in the direction of more comprehensive project assessment.
In strengthening the internal procedures for project
appraisal, greater use has been made of information
from outside sources, in particular the World Bank's
sector reports and the overall investment program
appraisal as contained in its country reports. Reliance
has also been placed on information made available at
Consultative Group meetings on the debtor country's
public investment program. Nonetheless, a few agencies acknowledged that their own available resources,
including staffing, do not permit a very careful evaluation of the economic merits of each project.
Most authorities have indicated an increasing interest in undertaking project financing in collaboration
with the World Bank (e.g., in the form of cofinancing
or parallelfinancingarrangements) as a means to ensure
the high quality of projects. This approach is seen as
being particularly useful in the initial stages of cover
resumption. Furthermore, in countries placed under
special programs for early resumption of cover, such
collaboration could help reopen some cover in advance
of the bilateral agreement. In countries where cover
is already open, it might lead to a larger increase in
exposure than would otherwise be the case.
A comprehensive project-selection approach relying
primarily on the debtor country authorities has been
selectively attempted by a few major agencies, initially
as a means to ration demand. The experience with this
approach, which has been used in Jamaica, the Philippines, Turkey, and Yugoslavia, illustrates its possibilities and the potential drawbacks. In resuming cover
for Turkey in early 1983, one major agency recognized
that after several years of adjustment and investment
restraint, there was a large pent-up demand for new

projects of considerable commercial interest. The national suppliers were particularly interested in a variety
of very large projects all of which could not have been
accommodated at once, and a certain rationing of
demand became necessary. To ensure effective rationing and given that assigning investment priority
was seen as the prerogative and responsibility of the
Turkish authorities, specific guidelines were introduced. These provided for a certain commitment
ceiling for public sector investment projects and called
for the Government of Turkey to set priorities and
choose the projects. Initially, considerable administrative delays were encountered in Turkey in determining
which projects should receive priority, and it was not
until late in the program year that a commitment was
finally made. The results for the second year of the
program were considerably improved and the commitment ceiling was reached. The arrangement remained in force for the third year, but the total
commitment limit was no longer considered necessary,
as competition among export credit agencies and selfdiscipline on the part of the Turkish authorities were
expected to keep the exposure within prudent limits.
A similar arrangement has been introduced for Jamaica. Another agency, also in resuming medium-term
cover for Turkey, has required as an additional condition for cover a declaration of priority from Turkish
authorities.
In extending emergency credit assistance to the
Philippines, one major agency indicated that a careful
examination was made of the Philippines' project
priorities. For another major agency, the Yugoslav
authorities are informed of the annual limit of export
credit cover on transactions with a maturity of over
two years, and there is an understanding that cover
would be available within this limit only for transactions that have been granted a certificate of priority
by the National Bank of Yugoslavia.
In assessing experience with this approach to project
selection, authorities indicated that the arrangements
appeared to be broadly effective in ensuring adequate
control on the amount and type of public sector projects
financed. While most were not in a position to undertake a comprehensive and independent check of the
commercial viability of the individual project, they
were nonetheless reasonably certain of the soundness
and financial viability of the projects, partly on the
basis of subsidiary information such as the World
Bank's sector reports.
While some major agencies have developed procedures to encourage borrowing countries to present for
financing only projects that are clearly high-priority,
other agencies believe that such individual efforts by
each agency are likely to be inefficient and inconsistent.
Most authorities also acknowledged considerable prac-
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tical difficulties in rejecting nonviable projects that are
of important commercial interest to their exporters.
More importantly, it is recognized that commercial
viability at an individual project and agency level does
not provide adequate assurances for payments viability
for all projects in the aggregate and for the debtor
country as an entity, and that an important weakness
in the current system is the absence of a mechanism
for such assurances. It was also noted that while
reliance has frequently been placed on individual sector
reports of the World Bank in cover policy decisions,
much less emphasis has been placed on studies on the
aggregate investment program of the particular country. More fundamentally, while a comprehensive World
Bank appraisal of the overall investment program
would be helpful in cover policy decisions, this appraisal in itself might not be sufficient to prevent the
undertaking of low priority projects.
Different types of difficulties have been encountered
for smaller markets with weaker commercial demand.
In such cases, the agencies' involvement would tend
to be more passive, owing to a lack of interest on the
part of suppliers and in the absence of knowledge on
the precise scope and nature of the investment program
of the country. Ordinarily, and unlike banks, export
credit authorities would not actively solicit applications
for projects in a recovering market. Some authorities
may convey to the host governments the general cover
policy attitudes, whether positive or negative, but
initiatives for project financing would have to be taken
by exporters or by the debtor country. Nevertheless,
export credits could have a more catalytic role in those
economies that are traditionally dependent on bilateral
assistance and that have undertaken adequate adjustment and implemented Paris Club reschedulings, but
which have not yet experienced significant new commercial credit flows. In the transition toward normal
access to commercial credits, these debtor countries
could be encouraged to prepare, perhaps with the
assistance of the World Bank, an investment program
consisting of high priority projects for which export
credits are being sought. In general, the export credit
authorities indicated a strong interest in the possibility
of an expanded World Bank role in reviewing projects
and investment programs in this context and in making
these results available for export credit decisions.
In particular, there is support for an arrangement

applicable to a few selected debtor countries that may
be creditworthy for financing on commercial terms,
but for which such financing normally would be available initially only with creditors' insurance cover.
Under this arrangement, and with certain safeguards
and perhaps in the context of World Bank lending
programs, the borrowing country could undertake to
confine authorization of external borrowing to an
appropriate central body. The country could establish
and implement an effective control mechanism, and
could undertake to limit borrowing only to those
projects specified in a list that has been discussed with
and reviewed by the World Bank, and periodically
updated. It would be essential in this connection that
the debtor government enforce the undertakings, and
not the creditor governments. Such a project review
would normally cover only projects with public sector
involvement. With respect to the private sector, the
Fund and Bank staffs could usefully comment on
whether appropriate market incentives are in place to
assure an efficient selection of investments.
Most export credit authorities indicated that, provided suitable methods could be worked out to develop
such a preapproved project list, and provided the
arrangement could be executed and implemented by
the debtor country on a sustained basis, the existence
of such an arrangement would be an important positive
element in cover policy decisions and in unlocking
additional export credits. It was emphasized, however,
that the inclusion of a project on the list would be an
important but not a sufficient condition for export
financing and that the individual agency's decision
would still have to be made on a case-by-case basis,
taking full account of the country's other circumstances. Several export credit authorities indicated a
willingness to consider exploring the feasibility and
means of such an arrangement by the World Bank in
a few test cases, provided some borrowing countries
were interested. Some authorities also suggested that
there is scope, applied to a wider group of debtor
countries, for the World Bank to design its financin
of projects in a way that improves the possibility of
parallel financing with export credits. In this fashion,
limited medium-term cover could be attracted directly
into the World Bank-financed projects on a more
considerable scale.
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V

Concluding Observations

This paper has paid special attention to developments and issues concerning export credits from the
perspective of the economic adjustment process of
indebted developing countries. This emphasis is consistent with the principle that officially supported
export credit—whether it takes the form of direct
official credits or insurance and guarantees on privately
funded credits—is an instrument of commercial financing for exports and not a means of aid finance.
Export credit insurance is accepted by the General
Agreement on Tariffs and Trade (GATT) as a form of
export promotion but not as a form of export subsidy,
and export cover policies are a means of considerable
commercial competition among creditor government
authorities. At the same time, export credits are
expected to assume increasing importance in transferring capital to developing countries and, when used
effectively, can promote their economic growth.
Since early 1984, most export credit authorities have
shown marked flexibility and willingness to adapt
policy during a time when their agencies have experienced considerable financial pressure as a result of
widespread payments arrears and a record number of
debt reschedulings in the Paris Club. These adaptations
have aligned export credit cover policy more promptly
and more closely with progress, or lack thereof, in
adjustment made by indebted countries, providing
financial support for the adjustment process. Besides
helping support adjustment, this flexibility has contributed to a significant increase in export credit
exposure at a time when nonguaranteed commercial
bank lending has grown only moderately. In the context
of a moderate decline in the value of non-oil imports

of developing countries in the two-year period 198485, this increase in export credit exposure most likely
reflects an upward shift in demand for credit insurance
and guarantees.
Looking ahead, all creditor governments have a
broad range of objectives in using the economic instruments at their disposal to help overcome the
adjustment problems of heavily indebted countries,
with which important bilateral trade relations are being
maintained. In support of an expansion in world trade
and notwithstanding the competitive element, export
credit insurance and guarantees may have a special
role in helping to catalyze private credit flows, especially since such a role coincides with the interest of
private lenders to shift away from general purpose
balance of payments finance to trade and project
finance. At the same time, and as indebted countries
expand investment, the demand for such trade and
project financing could be expected to rise
Building on the recent policy direction of most export
credit authorities, and in the overall context of the
initiative launched by the U.S. Treasury Secretary,
James A. Baker III, during the October 1985 Annual
Meetings of the International Monetary Fund and the
World Bank, further evolution of policies might be
desirable. Such policy evolution might concentrate on
seeking to achieve increased transparency of cover
policies. Furthermore, there seems to be interest on
the part of export credit authorities in exploring an
expanded role for the World Bank in the area of project
selection with a view to catalyzing additional commercial lending flows.
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Appendix I

Statistical Note

The statistical tables on officially supported export
credits (Tables 1, 2, and 4) in this report are based
primarily on information published jointly by the BI.
and the OECD.27 This note provides a technical discussion on the statistics contained in these tables and
further explanations for their analytical use.

Sources of Data and Coverage
Statistics on officially supported export credits28 are
compiled from reports made by the export credit
agencies and the official export financing institutions
of the 22 OECD member countries under the OECD
Creditor Reporting System (CRS). Data are reported
separately for (i) guaranteed bank credits, i.e., trade
credits or buyers' credits that are extended by com
mercial banks to importers abroad with the guarantees
or insurance of official agencies in the creditor countries; and (ii) nonbank export credits, i.e., suppliers'
credits that are extended by exporters to importers
abroad with the guarantees or insurance of official
agencies in the creditor countries, and direct export
credits extended by the official creditor of the exporting
country directly to the foreign buyer.
These data are integrated with data on bank claims
reported separately to the BIS for a complete picture
of bank and trade-related nonbank debt of the developing countries. In this integration, adjustments, e.g.,
for double counting, are made to present these data
together on a consistent basis.
Certain categories of credits are excluded from the
reported export credit statistics. Excluded, for ex27

Appendix I draws heavily from the Technical Note on sources
of data, coverage, method of integration, and quality of OECD and
BIS data (pp. 17-23) in Statistics on External Indebtedness: Bank
and Trade-Related Nonbank External Claims on Individual Borrowing Countries and Territories, January 1986, published by the BIS
and OECD.
28
Referred to in the BIS/OECD publication cited in footnote 2
as "official and officially guaranteed or insured trade-related claims.''

ample, are suppliers' credits that are not officially
guaranteed or insured, official development assistance,
nontrade-related official lending, international securities issued by borrowing countries, and all categories
of nonbank lending (whether official or private) from
countries other than the 22 OECD members. Also, in
some reporting countries the coverage of short-term
export credits is not complete. Three countries, whose
claims are small, have not reported these credits, while
3 other countries report them only for 40 selected
major borrowing countries. In addition, for some
countries information on the timing of shipments and
on actual drawings on export credit lines is not always
promptly available nor sufficiently detailed. Finally,
in one country, no breakdown is provided between
nonbank export credits and guaranteed bank credits.

Remaining Statistical Imperfections
Although significant advances have recently been
made in upgrading the reliability and quality of these
statistics, some statistical imperfections remain. These
imperfections are due to departures from technical
specifications in the original data reported by creditor
countries to the OECD and the BIS, and to the
estimation procedures used to integrate data from these
two sources.
One element of estimation arises from the fact that,
in addition to disbursed credits, a few creditors report
undisbursed credits or credit lines and, in a small
number of instances, the interest due over the life of
credits. Estimates are made by the OECD in order to
arrive at figures for disbursed credits only.
In the process of data integration, the breakdown
of these statistics into guaranteed bank credits, nonguaranteed bank credits, and nonbank export credits
also entails some elements of estimation. For example,
when nonbank export credits have been purchased by
banks (e.g., by way of discounting trade bills), they
should be included in these statistics as guaranteed
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Cautionary Aspects
bank credits. It is known, however, that certain overlapping arises from the reports of six creditor countries
where an unknown portion of the nonbank export
credits is acquired by banks and where such credits
are reported both to the OECD as nonbank export
credits and to the BIS as bank credits. For two of
these countries (the United Kingdom and the United
States), adjustments have been made to eliminate the
overlaps. For the remaining four countries (Canada,
Finland, the Netherlands, and Sweden), no adjustments have been made and double counting arises to
the extent that some nonbank export credits have been
purchased and are held by banks. The OECD has
estimated, however, that the maximum possible double
counting is below 0.15 percent of the overall credits
shown in these tables, with the actual percentage
probably smaller.

part of debt denominated in currencies other than the
U.S. dollar. Such distortions are particularly significant
in the period of large realignment in the major international currencies, such as occurred in 1984. In this
report, the exchange rate-adjusted changes in total
export credits for the developing countries have been
estimated based on the assumption that the currency
composition of these total export credits is identical
to that of the total bank claims as compiled in the
International Financial Statistics' International Banking Statistics. For 1984, when the U.S. dollar appreciated substantially vis-a-vis the major international
currencies, this assumption entails a considerable degree of understatement of credit flows because it is
believed that the currency mix of export credits is
much more heavily weighted toward the domestic
currencies of the creditor countries—and, therefore
toward currencies other than the U.S. dollar—than is
the currency mix of bank credits.29

Cautionary Aspects
Aside from technical imperfections, for certain analytical purposes the following aspects should be borne
in mind:

Discontinuities of Series
The methodology for and the coverage of these
statistics have been substantially improved and broadened over the years, and improvements have been
made in the information provided by some reporting
centers. As a result, statistics for end-December 1983
onward have been on the new and improved basis,
but statistics before the end of 1983 are not directly
comparable with these more recent series.

Impact of Exchange Rate Movements
All data are published in terms of stocks valued in
U.S. dollars, the non-U.S. dollar elements of such
data having been converted into U.S. dollars at the
exchange rates prevailing on the reporting dates. Under
this procedure, changes in the U.S. dollar value of
debt outstanding reflect partly the exchange rate movements between the U.S. dollar and other currencies.
Care, therefore, must be taken in deriving flows from
stock data, as changes in stocks are significantly
affected by exchange rate movements affecting that

Impact of Debt Rescheduling
Under the present reporting norms, aggregate export
credit statistics as reported by creditors are believed
to omit some rescheduled debts, sometimes owing to
late reporting of reschedulings. Efforts are under way
to improve the situation. In principle, the rescheduling
of both accrued interest and principal payments should
be fully reported by the export credit agencies or the
export financing institutions to the CRS as a part of
officially supported export credits. In practice, however, such reporting is not complete. The risk that
total export credits will be understated in this context
stems mainly from the fact that in some creditor
countries the refinancing loans (associated with or
implementing the rescheduling arrangement) can be
extended by nonreporting public agencies (instead of
the reporting export credit agencies or export financin
institutions) or through the government budget. Such
refinancing loans, therefore, are not reported within
the framework of the CRS. When a refinancing loan
is extended by the nonreporting public agencies or
within the official sector, it is reported at times as a
part of official development assistance, and not as
officially supported export credits.
29
The OECD estimated that in 1983 some 30 percent of nonbank
export credits was denominated in U.S. dollars, compared with 90
percent for bank credits.
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Appendix II

Statistical Tables

Table 2. Developing Countries by Regions: Comparative Trends in Officially Supported Export Credits and Bank
Credits, December 1983-June 1985
End-19831

End-19841

June 19851

(Amounts outstanding in billions of U.S.
dollars at current exchange rate basis)
Africa
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits

Asia
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits

Europe
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits

December 1983-June 1985
(Percentage change at annual
rate; unadjusted for
exchange rate movements)

33.1
18.8
14.3

31.7
16.9
14.8

33.3
17.1
16.2

0.4
-6..2
8.7

51.8
45.3

49.0
40.4

49 .
39.5

-3.6
-8.7

63.9
27.6

64.6
30.3

67.9
33.1

25.4
17.5
7.9

30.5
22.3
8.2

31.8
22.9
8.9

16.0
19.5
8.0

77.5
78.8

82.3
85.1

83.7
86.5

5.3
6.4

32.9
10.2

37.0
10.0

38.0
10.6

13.7
7.6
6.1

14.1
7.7
6.4

14.6
8.1
6.5

4.1
4.0
4.2

43.4
53.2

43.2
54.5

46.0
57.7

4.0
5.5

31.6
14.0

32.7
14.9

31.7
14.1
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Statistical Tables
Table 2 (concluded). Developing Countries by Regions: Comparative Trends in Officially Supported Export
Credits and Bank Credits, Decemberl983-June 1985
End-1983

End-1984

June 1985

(Amounts outstanding in millions of U.S.
dollars at current exchange rate basis)

Middle East
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits
Western Hemisphere
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported
export credits
Guaranteed bank credits

December 1983-June 1985
(Percentage change at annual
rate; unadjusted for
exchange rate movements)1

27.1
22.1
5.0

26.5
21.1
5.4

26.9
21.4
5.5

-0.3
-.0.0
6.9

43.6
54.6

41.6
51.9

39.8
50.0

-5.8
-5.7

62.0
11.4

63.7
13.0

67.6
13.7

34.0
20.8
13.2

35.9
22.0
13.9

36.9
23.0
13.9

5.3
6.7
3.2

238.0
268.9

237.8
271.3

237.3
274.0

-0..2

14.3
5.6

15.1
5.8

15.5
5.8

1.3

Sources: Bank for International Settlements (BIS) and Organization for Economic Cooperation and Development (OECD), Statistics on
External Indebtedness: Bank and Trade-Related Nonbank External Claims on Individual Borrowing Countries and Territories, January 1986;
International Monetary Fund, International Financial Statistics (IFS); and Fund staff estimates.
1
The BIS/OECD statistics have a number of imperfections which are discussed in detail in Appendix I. Care must therefore be exercised
in interpreting these statistics.
2
Bank credits with creditor's official guarantees.
3
Defined as total outstanding bank credits less amounts with creditor's official guarantees which are included here as guaranteed bank
credits under the heading of officially supported export credits. Two alternative sources of outstanding bank credits have been employed.
These are BIS/OECD, Statistics on External Indebtedness: Bank and Trade-Related Nonbank External Claims on Individual Borrowing
Countries and Territories, and International Banking Statistics published in IFS.

Table 3.

Developing Countries: Non-Oil Imports, 1983-85

Developing countries1
Africa
Asia
Europe
Middle East
Western Hemisphere
Rescheduling countries1
Nonrescheduling developing countries
1

1

1985
(Est.)
(Annual percentage change)

1985
(Est.)
(In billions of U.S. dollars)

1983

1984

355.1
50.5
108.2
41.9
104.6
49.9

349.6
45.4
118.7
43.8
91.2
50.5

-7.9
-14.1
5.3
-4.5
-6.1
-26.7

-0.1
-4.8
8.5
2.9
-8.7
5.0

-1.6
-10.3
9.7
4.5
-12.8
1.1

63.3

65.9

66.5

-17.5

4.1

0.9

292.4

289.3

283.1

-5.5

-1.1

-2.2

1983

1984

355.6
53.1
99.6
40.7
114.6
47.6

See Table 5 for the country coverage.
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Table 4. Selected Rescheduling Countries: Comparative Trends in Officially Supported Export Credits and Bank
Credits, December 1983-June 1985
End-1983

End-1984

June 1985

(Amounts outstanding in millions of U.S.
dollars at current exchange rate basis)
Argentina
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Brazil
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Chile
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Cote d'lvoire
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Ecuador
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits

December 1983-June 1985
(Percentage change at annual
rate; unadjusted for
exchange rate movements)1

3,068
2,040
1,028

2,770
1,761
1,009

2,766
2,057
709

-6.7
0.6
-21.9

26,414
26,653

25,118
24,579

25,915
24,919

-1.3
-4.4

11.6
3.9

11.0
4.0

10.7
2.7

9,994
5,331
4,663

9,939
5,238
4,701

9,924
5,342
4,582

-0.5
0.1
-1.2

67,409
86,129

73,165
93,463

73,340
93,594

5.8
5.7

14.8
6.9

13.6
6.4

13.5
6.2

788
393
395

638
286
352

727
364
363

-5.2
-5.0
-5.5

12,694
15,021

13,333
16,622

13,085
16,801

2.0
7.8

6.2
3.1

4.8
2.6

5.6
2.8

1,036
475
561

1,023
492
531

905
462
443

-8.6
-1.8
-14.8

2,667
2,493

2,270
2,105

2,372
1,995

-7.5
-13.8

38.8
21.0

45.1
23.4

38.2
18.7

761
507
254

626
322
304

715
370
345

-4.1
-18.9
22.6

4,878
4,945

4,653
5,582

4,686
6,531

-2.6
20.4

13.5
6.5

15.3
7.4

15.6
5.2
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Statistical Tables
Table 4 (continued). Selected Rescheduling Countries: Comparative Trends in Officially Supported Export
Credits and Bank Credits, December 1983-June 1985
End-1983

End-1984

June 1985

(Amounts outstanding in millions of U.S.
dollars at current exchange rate basis)
Malawi
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Mexico
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Nigeria
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Philippines
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits
Turkey
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits

December 1983-June 1985
(Percentage change at annual
rate; unadjusted for
exchange rate movements)1

37
30
7

38
25
13

59
36
23

36.5
12.9
121.0

129
167

98
114

93
124

-19.6
-18.0

28.7
5.4

38.8
13.3

63.4
24.7

6,218
3,448
2,770

6,905
3,857
3,048

6,833
3,907
2,926

6.5
8.7
3.7

69,353
89,945

69,430
90,366

68,873
90,040

-0.5
0.1

9.0
4.0

9.9
4.4

9.9
4.2

4,985
2,360
2,625

4,549
1,789
2,760

6,219
1,996
4,223

15.9
-10.6
37.3

7,192
8,223

5,841
7,268

5,315
7,511

-18.3
-5.9

69.3
34.5

77.9
47.3

117.0
79.5

2,831
1,588
1,243

3,468
2,080
1,388

3,895
2,304
1,591

23.7
28.2
17.9

12,526
15,049

12,463
15,005

11,569
14,347

-5.2
-3.1

22.6
9.9

27.8
11.1

33.7
13.8

3,364
2,688
676

4,328
3,319
1,009

4,511
3,456
1,055

21.6
18.2
34.5

3,896
10,037

4,157
11,975

4,831
12,554

15.4
-16.1

104.1
24.3

93.4
21.8

86.3
17.4
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Table 4 (concluded). Selected Rescheduling Countries: Comparative Trends in Officially Supported Export
Credits and Bank Credits, December 1983-June 1985
End-1983

End-1984

June 1985

(Amounts outstanding in millions of U.S.
dollars at current exchange rate basis)
Yugoslavia
Officially supported export credits
Nonbank export credits
Guaranteed bank credits2
Nonguaranteed bank credits3
BIS/OECD statistics
IMF statistics
In percent of nonguaranteed
bank credits (BIS/OECD)
Officially supported export credits
Guaranteed bank credits

December 1983-June 1985
(Percentage change at annual
rate; unadjusted for
exchange rate movements)1

4,010
1,861
2,149

3,612
1,664
1,948

3,607
7,629
7,975

-6.8
-8.5
-5.4

7,951
14,792

8,034
15,204

8,057
16,155

0.9
6.1

50.4
27.0

45.0
24.2

44.7
24.6

Sources: Bank for International Settlements (BIS) and Organization for Economic Cooperation and Development (OECD), Statistics on
External Indebtedness: Bank and Trade-Related Nonbank External Claims on Individual Borrowing Countries and Territories, January 198
International Monetary Fund, International Financial Statistics (IFS); and Fund staff estimates.
1
The BIS/OECD statistics have a number of imperfections which are discussed in detail in Appendix I. Care must therefore be exercised
in interpreting these statistics.
2
Bank credits with creditor's official guarantees.
3
Defined as total outstanding bank credits less amounts with creditor's official guarantees which are included here as guaranteed bank
credits under the heading of officially supported export credits. Two alternative sources of outstanding bank credits have been employed.
These are BIS/OECD, Statistics on External Indebtedness: Bank and Trade-Related Nonbank External Claims on Individual Borrowin
Countries and Territories, and International Banking Statistics published in IFS.

Table 5.

Developing Countries and Territories1

Afghanistan
Algeria
* Argentina
Bangladesh
Barbados
Belize
Benin
Bermuda
Bolivia
Botswana
* Brazil
Burkina Faso
Burma
Burundi
Cameroon
* Central African Rep.
Chad
* Chile
China
Colombia
Comoros
Congo
* Costa Rica
* Cote d'lvoire
Cyprus
Dominica
* Dominican Republic
* Ecuador
1

El Salvador
Egypt
Ethiopia
Fiji
Gabon
Gambia, The
Ghana
Greece
Guatemala
Guyana
Haiti
Honduras
Hungary
India
Indonesia
Iran, Islamic Rep. of
Iraq
Israel
* Jamaica
Jordan
Kenya
Korea, Rep. of
Kuwait
Lebanon
Lesotho
* Liberia
Libyan Arab Jamahiriya
* Madagascar

* Malawi
Malaysia
Maldives
Mali
Malta
* Mauritania
Mauritius
* Mexico
* Morocco
* Mozambique
Nepal
Nicaragua
* Niger
Nigeria
Oman
Pakistan
Papua New Guinea
Paraguay
* Peru
* Philippines
Portugal
Qatar
* Romania
Rwanda
St. Lucia
St. Vincent and Grenadines
Saudi Arabia
* Senegal

Seychelles
* Sierra Leone
* Somalia
South Africa
Sri Lanka
* Sudan
Suriname
Swaziland
Syrian Arab Rep.
Tanzania
Thailand
* Togo
Trinidad and Tobago
Tunisia
Turkey
* Uganda
United Arab Emirates
Uruguay
Vanuatu
Venezuela
Viet Nam
Yemen Arab Rep.
Yemen, People's Dem. Rep. of
* Yugoslavia
* Zaire
* Zambia
Zimbabwe

An asterisk denotes countries that have rescheduled debt to official creditors since 1981.
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Appendix III

Technical Note and Glossary of Terms

This note describes the technical and operational
aspects of export credits and export credit cover
policies. It also provides additional explanation for,
and definition of, some terms relating to export credits
that are used in this study.

Berne Union
Founded in 1934, the Union is an association of 36
export credit agencies, all participating as insurers and
not as representatives of their governments. The main
purposes of the Union are to work for sound principles
of export credit insurance and to maintain discipline
in the terms of credit in international trade. To this
end, members exchange information and furnish the
Union with relevant information, consult together on
a continuing basis, and cooperate closely.

Claims Payments
These payments are made by export credit agencies
to the suppliers or banks (the insurees) to compensate
for transfer delays and for losses under the terms of
the guarantee or insurance contracts.

Cover and Cover Policy
Cover is the provision of guarantees or insurance
against risks of payment delay or nonpayment for
export transactions. Cover is usually, though not
always, provided both for commercial risk and for
political risk.
Cover policy measures can be classified broadly by
measures affecting the supply (availability) of insurance or guarantee and measures affecting the pricing
of cover.

Supply Measures
In generally ascending order of restrictiveness, supply measures can be summarized as follows:
Ceilings on commitments. Ceilings are commonly
applied to medium-term and long-term maturities and
can be in various forms. Most agencies in the study
maintain individual country limits for total commitments/exposure. Across agencies, the formality and
the degree of restrictiveness of these ceilings differ,
and for some agencies, the ceilings may be easily
amenable to upward modification. For other agencies,
some limits may merely represent informal administrative guidelines, while others serve as strict ceilings
for approving applications, depending on the intended
policy stance at the time. One agency suggested that
ceilings imposed by an agency are a less effective
control than those set by an interministerial committee
because the former is subject to more frequent review
and modification. Ceilings on short-term commitments
have been used rarely, chiefly because of the difficulty
of maintaining up-to-date figures of the extent to which
agreed cover is actually being used. When short-term
ceilings are imposed, they are usually revolving limits.
Ceilings may also be limits imposed on new commitments during a specified period, usually for a year
or less. They may also be limits imposed on individual
transaction size—a practice favored by some major
agencies. Such ceilings have been considered by a few
major agencies as highly effective in controlling exposure, not only for the magnitude but also the type
of project eligible for cover. Others tend to avoid these
ceilings on the grounds that for the debtor countries
smaller transactions may not necessarily be more
economic than large transactions.
Security requirement. Agencies could call for additional security as a restrictive condition for cover, with
the type of security requirement varying primarily with
the legal and administrative setting within the borrowing country. Frequently, the security is initially in the
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form of an irrevocable letter of credit, if the issuance
of such a document is believed to be effectively
controlled by the debtor country. Such control could
be exercised through the system of foreign exchange
allocation, or some central system of approval by the
monetary authorities or authorized banks. If an internal
check within the borrowing country is absent, the
agency could require additional security in the form
of a confirmed irrevocable letter of credit, confirmed
by a third-country bank or a bank of the agency's
choosing that takes over the cross-border risk; in these
circumstances, the agency is effectively, if not formally, off cover.
Several variants of security requirement have proliferated in recent years. For instance, with the experience of the better debt-servicing record of debt
owed or guaranteed by the public sector, the agencies
have increasingly required a payment guarantee by the
public sector as the condition of cover. However, this
type of guarantee would be an effective protection
only if sufficient foreign exchange were available and
only if transfer delays had been caused by problems
in the administrative system of rationing foreign exchange. When there are serious foreign exchange
shortages, such a guarantee is at best symbolic and
cannot realistically be enforced.
In extreme cases, external or third-country guarantors could be required for unique transactions, and
there could be other collateral requirements, such as
mortgages on real properties, or the provision of cover
tied to the retention of foreign exchange earned by the
projects (e.g., through escrow accounts). In these
instances, however, the agencies are still faced with
the possibility of worsened commercial risks of the
project, for example, by fluctuations in export earnings
owing to volatile prices. In some instances, such
collateral and escrow accounts have not proved effective.
Selective cover. The next restrictive move, after
more stringent commitment limits and security requirements, is to adhere to firmer criteria for project
selection, with priority given (or cover confined) to
selected buyers, economic sectors, or projects with a
direct foreign exchange linkage and with more compelling economic justification.
Off cover (cover suspension). Cover can be suspended, generally though not necessarily, first on longterm transactions, next on medium-term, and last on
short-term. Cover can be provided from the date of
contract or date of shipment, and a decision to suspend
cover usually applies to both. An exporter who has
been provided cover from date of the shipment only
would be without cover for future shipments. For an
exporter with cover from the date of contract, the
agency must decide whether or not goods should be

delivered or projects should be completed. If the
agency decides that the goods should not be shipped
or the project should not be completed, the agency
must settle the claim immediately.

Pricing Measures
These measures consist of two direct elements, the
basic premium and the surcharge, and a variety of
indirect elements, for example, varying the claimswaiting period and the percentage of cover.
Premium structure. Agencies maintain differing
structures of basic premiums and charges that are not
readily comparable. In broad terms, the premium rates
generally vary with maturities, mainly between shortterm and medium-term transactions. For some agencies, the premium rates also vary with the country
risk. For others, the rate structure also distinguishes
between public and private buyers—with the rate being
lower for public buyers, the premise being that the
public buyers are less risky and payments collection
is better managed, and that assessing the creditworthiness of the private buyers is more costly and
payments collection more cumbersome. Aside from
the basic premium, premium surcharges can be imposed on an ad hoc basis to help limit exposure and
to partially compensate for the increased cost of
providing cover in exceptionally risky situations.
Claims-waiting period. The period for which exporters/banks must wait after transfer delays occur
before claims payments are made. The normal claimswaiting period varies slightly across agencies, but tends
to be about three months. As a restrictive move, the
claims-waiting period can be extended to signal to
exporters the agency's attitude toward a particular
market. An extended claims-waiting period may not
necessarily signify that a restrictive policy is in place.
For markets where transfer delays can normally be
expected because of administrative bottlenecks, an
extended waiting period beyond the customary three
months may be a neutral move—for example, Nigeria
in 1980-81. When the agency extends the period
(beyond that which is customary for the market) as a
restrictive move, the deferral of claims payments
provides the agency with a financial respite.
Reducing percentage cover. Percentage cover is the
proportion of any loss suffered by the exporter on
which the agency will pay claims. A reduction in
percentage cover results in a higher potential cost for
the exporter because of the higher proportion of risk
being borne by the exporter. To gradually increase the
degree of policy restrictiveness, the agency can reduce
the percentage cover in steps, from a normal 90 to 95
percent to as low as 70 percent, beyond which the
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required degree of self-insurance becomes prohibitive.
When the percentage cover is reduced, the exporters
are not normally permitted to seek reinsurance through
private insurers of the portion uncovered. Even when
reinsurance is permitted, there is substantial additional
cost. Two major agencies reported they have not relied
on varying the percentage of cover, mainly because
the cost burden to exporters could not be justified.

Export Credits
In this paper, two broad and frequently overlapping
types of officially supported export credits have been
described.
(1) Guarantees or insurance for export credits are
provided by official export credit agencies of the
exporting countries. The financing (as opposed to the
guarantee/insurance element) may come from a variety
of sources, for example, through the commercial banks
as financial trade-related credits and provided either
to the suppliers (suppliers' credits) or to the importers
(buyers' credits); or directly through the suppliers
(also suppliers' credits); or through the direct support
of the export credit agency itself or of another public
financial institution specializing in export promotion.
(2) Export credits can also be extended directly by
official institutions of the exporting countries, usually
through long-term finance as a supplement to resources
of the private sector, and generally for promoting
export of capital equipment and large-scale, long-term
projects.
The role of the official export credit agency and the
scope of its export credit facility, in terms of providing
insurance/guarantee and direct export finance, differs
across countries. In many countries (e.g., eight of the
ten agencies participating in this study, excepting the
Eximbank of the United States and the Export Development Corporation of Canada), the export credit
agencies provide only guarantee or insurance and do
not extend direct export credits. These agencies,
however, also guarantee or insure a large part of export
credits extended by other official institutions.

OECD Export Credit and Credit Guarantees
Group
A forum in which 22 OECD member countries
participate in the arrangement on Guidelines for Officially Supported Export Credits, that is the Consensus
Arrangement, which became effective on April 1, 1978.
Under the current guidelines, the matrix of minimum
interest rates applicable to medium-term and longterm credits (the consensus matrix) is adjusted bian-

nually in accordance with the formula adopted by
participating countries in October 1983, which reflects
the weighted average of long-term government bond
yields of SDR currencies. Aside from coordinating
export credit terms, the OECD Export Credit Group
has also served as a forum for exchange of country
information and agency practices; the regular meeting
of the Group is attended by representatives of export
credit agencies and their guardian authorities.

Offers
Amounts for which agencies are committed to provide cover if the exporter succeeds in obtaining the
contract. Most agencies do not make offers for normal
short-term business.

Risk Sharing
In their effort to reduce or diversify the risks in
their portfolios, export credit agencies have recently
devised a number of risk-sharing schemes. By spreading the risks across a broader range of debtor countries
or transactions, such schemes enable the agencies to
provide insurance at lower premium rates than otherwise, or to provide partial coverage for projects that
represent too large a risk for any one creditor to
undertake. Risk-sharing schemes have been introduced
by only some of the agencies and then often only on
a trial basis. They are, however, viewed as having
high potential and are expected to become more
widespread.
Risk sharing among agencies consists of an agreement between two agencies to pool their commitments
on a prespecified list of countries, different for each
agency, and share the payment of all claims arising in
connection with these countries over a certain period.
Risk sharing between agencies and governments or
commercial banks consists of an agreement that can
take two forms:
(1) Vertical risk sharing is an agreement whereby
an agency undertakes to insure, for instance, the first
three years of the amortization period of a given credit
and its government authorities undertake to insure the
outlying years, which are viewed as riskier. Similar
agreements have been drawn between commercial
banks and export credit agencies, with the agencies
insuring the outlying years.
(2) Horizontal risk sharing is an agreement whereby
a negotiated portion of a given credit is insured by the
export credit agency, with the remaining portion being
taken up by the creditor government authorities or a
commercial bank.
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Transfer Delays

Whole-Turnover or Comprehensive Policies

Delays experienced by creditors in securing payments from debtors on the due date. In this paper,
transfer delays refer only to those delays caused by
the failure of the authorities of a debtor country to
effect a transfer of foreign exchange on behalf of the
debtors to settle on the due date an external payments
obligation, after the debtor has made the required local
currency deposit.

These are policies that provide, for any given agency,
insurance for all (or a negotiated portion) of the export
transactions of a particular supplier, exporter, or bank.
These policies provide insurance generally at a lower
premium rate than specific policies that cover a particular export transaction, by allowing risks to be
spread across a broader range of transactions and
frequently across several debtor countries.
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