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•There is no such thinr as export credit pr-licy that one can put one's 
finger ons it is made up of a lot of strands of views, aspects of policy, 
which have to be brought together from tine to time in the context of 
a particular question.* This was said in 1978 by ITenneth Cotterill, 
then Deputy Head of the Export Credits Guarantee Department (ECXJD), 
the British export credit agency, in evidence to the Committee to 
Review the Functioning of Financial Institutions. The statement would 
be similarly true of export credit policy in other countries. Each 
country's export credit agency has at its disposal a range of instruments 
for supporting export credit. Official support is chiefly confined to 
medium- and long-term credit, which is used to finance exports of 
capital goods. These tend to be large, complex, one-off orders. 
Consequently, the provision of official export credit is often determined 
in the context of an individual transaction, on the basis of a number 
of policy considerations and the priority accorded to them. This is 
equally true of export credit for the training component in industrial 
projects. Exporting countries have not consciously devised policies 
in this area. In so far as training is distinguished at all from 
other components, its treatment reflects the importance assigned to it 
in relation to various policy objectives.

In the absence of explicit policies, this study tries to explain 
the factors which influence the way export credit for training components 
is dealt with. It begins by tracing the development of official 
support for export credit and describing the instruments which are now 
available. The supply and demand for industrial training are con
sidered and the framework within which export credit agencies operate 
at the national and international levels ie ¡malysed. There follows 
an examination of the export credit systems of some major trading 
countries, with specific reference to their handing of training 
components. Lastly, the study discusses the prospects for changes in 
the conditions of export credit for training.



Official export credit facilities

Initially official support was given to export credit to prevent export 
orders being lost through lack of finance* Governments began to 
guarantee credits against types of risk, such as insolvency, which 
commercial insurers would normally cover but declined if they regarded 
the business as too hazardous, too large or too long; and against types 
of risk not nomally covered by commercial insurers, such as transfer 
risk.

Changes in the international economy during the 1930s brought 
about changes in the demand for export credit. New markets were 
opening up in developing countries which, because they were short of 
capital and foreign exchange, relied heavily on export credit but also 
entailed greater uncertainty. Capital goods were becoming larger and 
accounting for a higher proportion of trade and since they were usually 
sold on credit this implied more and longer credit.

Hie banks were reluctant to take on additional risks and so 
official support increased. Governments expanded their insurance 
activities and became more directly involved in the provision of export 
finance. In some countries an official export bank made direct loans 
T.fhile in others the central bank refinanced export credit advanced by 
commercial banka. In response to importers' growing aversion to 
fluctuating interest rates countries arranged for their commercial 
banks to offer a fixed interest rate for export credit. Fixed Interest 
rates were intended to remove uncertainty but not to reduce the cost 
of credit. During the 1970s, however, market rates of interest in some 
countries (notably Britain and France) rose steadily while their fixed 
rate was adjusted very little, with the result that their governments 
were substantially subsidizing the fixed rate.

The 1970s witnessed e general deterioration in the economic 
environment: high rates of inflation, volatile exchange rates and 
slack uemand. At the same time exports of capital goods became larger 
and more complex. To ease some of the difficulties export credit 
agencies introduced new facilities, including cover for performance and 
other bonds, support for pre-shipment finance, exchange risk guarantees 
and cost-escalation schemes, which partly protect firms against in
flation when they are exporting large capital goods with long manu
facturing periods.



Since the 1950s the financing terras have become ar. important 
element in competition for exports of capital goods. Official export 
credit agencies, besides ensuring that finance was available for these 
exports, began to match the terms being offered by their opposite 
numbers in other countries. Although their original function was to 
remove impediments to exports, export credit facilities have increasingly 
been used to win export orders from competitors.

The supply and demand for industrial training — -

For many years exporters of capital goods saw their responsibility as 
ending with the delivery of a machine in proper working order. They 
would furnish the basic instruction needed to operate the machine as 
well as perhaps some after-sale service, but they did not reckon to 
see that the people manning the machine would be able to keep it running 
efficiently. As capital goods have become larger and more complex and 
as exports of whole projects (plants and factories), rather than 
individual items, have become more common, training has assumed more 
importance.

This development has been reinforced by the tougher competition 
among exporters that has resulted from the recession in the world 
economy. Training is now regarded by some as another element in an 
export deal which can be used to attract a customer away from a competitor. 
Furthermore, exporters appreciate that to supply plant or equipment 
which becomes inoperative within a short time does nothing to enhance 
their reputation so that it is in their interest to provide sufficient 
training to ensure that their exports perform satisfactorily. They axe 
also aware that training familiarizes the recipients with their 
products and thus can help to obtain further business in the future.

Importing countries anxious to improve their industrial production 
ha/e become aware, in general, that training, and notably on-the-job 
training, is essential to acquiring technology and, in particular, that 
imports of capital goods have sometimes failed to confer the expected 
benefits because of Inadequate training. Hence the governments of 
some developing countries now seek from exporters training in the 
technical skills and know-how necessary to operate and maintain 
machinery and also in the managerial and commercial abilities needed 
to ensure that a production process runs smoothly and profitably.
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8q m  years ago tht 'tomkaj1 concept began to bo adoptad. This 
aaaut that a fiat adartook to deUxer plant and eqoipnant to d a  
importer ready to go into production, tdiioh entailed not only M p r tiag 
goods bet alao easing that dar w a  properly inatalled. More reoently 
there haa bean further evolution vldi 'prodnet-ln-hand* projects, in 
which the exporter ranaina involved until output ia being produced.
In none oaaee the esporter ia directly xeeponaible for the entire 
projeot, in otfaere d a  later atagea nay be aub-oontraoted to a 
Consulting asnear or there nay be a eanpletely separate oontxaot.
On oooaaion aid agencies participate, providing financial or technical 
aasiatanoe.

Ihe post credit
111 the OKD oountriea except Ioeland and Turkey offer soné asesare of 
official support, and so do acne non-OKI) countries (including Argentina, 
Hong Kong, India, Iran, Israel, Korea, Pakistan and South Africa). Sons 
89( of the export credit supported by QBCD countries cones Aeon flee 
countries! ftanee, the federal Republic of Germany (f r o), jan, the United 
g-tngdf and the United States; and sane 7096 is for exports to developing 
oountriea.

Official support for export credit eoaqalaes several inetnanmte. 
Exporting oountriea have sonsahat different arrengasante for each of 
these Inal nasanta and offer 1han in Tarlous oosbinations. At tbe least, 
the export credit agency provides an official guarantee for a ooneerolal 
loan, m  addition it nay peartt an export credit to be advanced at a 
losar rata of interest or for a longer tarn than would be available for 
a nn— arnlal loan, This the export oredit agaaoy can do by «airing a 
direct loan, refinancing * eoaonolal loan or subsidising the Interact 
rata on a oommarntsl loan, Pintncing of local eosta asaooiatad vitt an 
export, snob as the oosts of Installing a factory, say also be subsidised. 
Sana ootntrles próvida nixed credit, in uhioh export oredit is supplemented 
by eld foods (either a grant or a aheap loan). B n  aid finds are used 
to oovar the down payment or looal ooata, to losar tha rata of interest 
or draw out the natasity still further, or to insert a graos period 
before the repayments have to begin. Other facilities which are sonatinas 
subsidised inolnds lnsuranoe psuniuss, pra-ahijnwt finases, ooet- 
asoalation lnsuranoe and foral^axohanga guarantaaa.



5

Export credit agencies wort closely with the cocsnercinl banks 
which arrange export credit on behalf of the exporter, or in some cases 
the inporter. Given governments • readiness to guarantee export credit 
and often to refinance it, 3 0 satisfying banks' concerns about security 
or liquidity, the banks regard export credit as high-quality business.
Not only is it virtually risk-free,but once an agreement is completed 
it generates very few costs. Banks can also benefit from associated 
business, such as foreign-exchange transactions and conmercial loans 
to cover the down payment or local costs. In recent years, however, 
increased competition for export credit business has tended to depress 
the fees banks receive from borrowers for negotiating and managing 
contracts.

there are two main aspects of official support for export 
credit: guarantees and finance. In some countries these are handled 
by a single organization and in others by separate organizations. In 
any event, while export credit policy is administered through these 
agencies it is formulated in consultation with several government 
departments. These typically include the ministries of finance, trade 
industry, employment, foreign affairs and development, as well as the 
central bank. They are involved in decisions both on individual export 
credits and on general policy, such as the introduction of a new facility.

The basic decision is whether to guarantee a particular piece 
of business. Although export credit agencies take on business that 
would not be acceptable to comoercial insurers, they are generally 
expected not to make a loss on their activities, which means that they 
cannot take on unusually risky business. In the case of countries which 
provide subsidized finance, the granting of a government guarantee 
automatically gives the borrower access to official finance. Most 
export credit agencies retain some discretion, however, as to the 
extent of the subsidy. They normally provide finance on terms less 
favourable than those allowed by international agreement. This gives 
them the possibility of improving on the norm in certain oases, by 
offering to finance a larger proportion of an export credit, to lower 
thm interest rate or to extend the maturity. In exceptional circumstances 
an export credit agency may decide to exceed the agreed limits. Official 
financing imposes a direct cost on public expenditure and may impose 
Indirect costs if it distorts the financial market.
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In machine a decision aa to itetwr to gaanntM an. export 
oxodlt or how noch subsidy to pmida, thoaa responsible aza setting 
tha coat of a w i n g  tin risk or providing the subsidy against tin 
aoononlc and other baoafita that tha assort in expected to confer.
Baa predonlnant policy considerations are usually Baa balance of 
paynanta and cnploynant. Contracta Bant aza tiwagd likely to lead to 
further export orders or to generate aaployant in Baa exporting 
count y  are favourably regarded. Seotoral argunanta alao play a part. 
Sane branches of the oapital goods industry are particularly dependent 
on exporte beoauae their noat efficient aeale of prodnotion exceed»
Baa zequixenonta of Baa donaatlc nazkat. Sona bzaaaolaaa are active In 
the developnant of now technology, which benafita Baa neat of Baa 
economy bat nay be difficult to establish in export narketa.

Although Bae eain eoneideretione relate to the lepect of an 
export on Bae eeonoay of the exporting oocuatry, none aeooant nay be 
taken of Baa effect an Bae Importing country If it ie a developing 
country. Bala aspect nay bo given nore weight In Baa oaaa of a nixed 
credit. Attention ia alao paid to foreign policy. Baa principal 
recipients of official export credit ere govamnenta, state entities 
or developnant banks so that it ia often akin to govemaant-tongovem- 
nant loans.

A farther stage of doolelon naking is to aaaaaa what tezna are 
appropriate to aeot ccnpetition Bran exporters in other countries.
Baa closer offers are in other reepeota (price, quality, design,

specifications, oonpatibility with existing Installations, 
reputation, ooarpllance with delivery dates, after tales aarvloa), Baa 
greater la Baa pressure to neks the financial tezna nore favourable.
Bone oountziee are nore prepared Buna others to Intervane In this my. 
The f rg has in Baa field of export credit Inclined to a free nwrlrat 
approach, subsidising only In specific oases, such as ahlpholldlng 
honaaaa it was a oriels eeotor and Bae Aizbue because it was a new 
prodaot. By oontxaet, franca has subsidised extensively, in sons oaaea 
it has asanad with Baa object of establishing s nonopoly position.

Stiffarcooea onoeg exporting oountriaa In Bis my# they organise 
and appraise official export credit n e w  that m  inporter m y  be offered 
a diversity of flnanoial tezna for a transaction. Baa proportion of 
official finance, insurance pzanlna, length of Baa exedit, Interest 
rate and faea oan all vary (aea table). In addition, Baers nay be
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official rapport for local coats rad an aid «1— rat mmy be included.
To complicate natters further, Hie offers are usually in different 
currencies. 9 w  borrower needs to calculate not only Hie current cost 
of a credit, but to sake a judpnt of bow exchange rates will rare 

dnrtQg tbs period of repeynrat. 1 lower Interest rate 
ora be nore than offset by currency appreciation.

IffectiTS Cost to Borrower of Officially Supported Kraort Credit* 1 2
(per cent per m a m )

Britain Trm e* FRG Jasan United States1
Interest rate 7.50* 7.50b 7.50 7.50b 8.40
Vee n.a. n.a. 0.10 0.10 0.10
Insurance pranira 0.60 0.83 0.80 0.30 n.a.
Total eoet^ 8.30* 8.55 8.40 8.00 9.50
n.a. not applicable
1 Hisse are typical interest rates on diroot credits with a repayant 
teas of nore than fire years, extended or supported by official 
agencies for a 'relatively poor' borrower in the first half of 1979*

2 This is the 'standard' rate. Erinbank also quotes an 'exceptional' 
rate of 8.10, with a fee of 0.20, and total oost of 8.30.

5 Includes bank fees, and for the FRG and the United States, also the 
effeot of a proportion of oorawrcial bank flnanoe at a rate that is 
different tram the offioial rate.

* Bate for US-dollar credits, for starling credit rate is 0.29 higher.
* Aie rats varies, so that when private funds are included, Hie 

'blended' rate for the whole credit is Hie ululami interest rate 
specified in the Arrangaurat.

Sources lrport-Inport Bank of the united States, Bsnort to

Fflyft ffi fp  Uhitsd States (Washington, DC, January 1980)
pp.15-18.
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Espartera oan seek to tora to thelr advantago disperitlee eaong 
azport-fi naneo peokages. Ihqr rugr janeas n  espartar to laclada la 
bla package a aore ftevoazablo aleaant belng offozed by a coapatltor. 
fha exportar aey dan txy to pereaade ble export oredit agsncy to 
leprose on the package. Saos esorterà are able to operate oat of bozo 
tbea ana country. Tfasee ere larga anltlnatlonala ort aore oftan, fizas 
sooh as oaosnltaat anglneora vhicb are selliag know-how ratber ttn 
goods. Kltt offloss la aeveral oountries ttqr oaa chopee firn vhioh 
one to bid for a partloular contrae t. Buy are aaalsted by lntsr- 
aatlonal banka vhioh approaoh tbe relesent export credit agencies to 
eetabliflh ebat taras are acrailabla. Iba sxteut to ehieh exportara can 
play off one export credit sgasar against another la United by inter- 
aational agraenant on export credit taxna aad arraaganants for exchange 
of lnfomatlon be tesas agsnciea.

Bis International ftasroric
Duxlng ths 1970e officiai export credit vas sean by exporting oountriss 
ae being inozeaalngly vasteful. Bis growlng sabsidy vas inpoalng a 
graater bordan on public expandi tare, «bile International danand for 
editai gooda had alaokanad. Ths parpóse of tbo sabsidy eoe to 
prono te exporta. Bile aeant eitber inereaslng total eorld exporte, 
ehlcfa eas diffioolt In Bis preralllng sconcale ollaats, or inereaslng 
a country*a Asse of Bis existlng saxket. It eas erident tfaat if one 
country^ sabsidy eoa natabed by a sabsidy ffcon another, thsy esoh 
lost thè eost of tfaeir respeotlTe sabsidy bat galned nothlng bacanas 
ibeir zalatlTs ooapatitiTe position eas unohanged.

In 1974 a gastl— »»s agre asar» t on ntnlnal rolas far affidai 
export credit eas signad by the fise nadar expartlng oountrias, Italy 
and Canada. Baia vas sapersedad In 1976 by a noza oospanahanalve 
International oonaecsas, ebiob eaa in tam raplaoed by as International 
acranganant in 1978. B»e irranganant eoe essenti ally tita sana as ths 
Consensos, hot eaa aore foraal, ñora extensiva end aora strlngant. 
Baoantly lt bea baan sabstsntlally revisad.

Bte laarangaaait on Gel delinea for Offioially Sapported Irport 
eredita eaa signad by all thè 22 QKD oooatrie# ehiab had faollitias 
for flnauolng or gaarantooing export ozedit. It sot goidollnaa
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eetabllahlag «lili—  dosai payaants, i l —  rq^fimt perioda and 
■Ini—  interest tatua, ifeioii -variad accordlng to tee lengte of Ite 
oxedit «ai d a t e r  tea ooaitqr of tee borrouer w a  clasalflad as 
relatively rioh, relatively poor or intexnodlate. Participants 
undartook altear to obaerve tee gaidallnes or to notiiy otear 
participants test tea? Intonisi not to.

Certain categorías of export sera excluded: nilitazy eqoipnant, 
agrioultarai nnnan (litios, alrezaft, nuclear power pianta, aaid teoaa 
■hipa oovared by tea CKD Poderetanding on Sxport Crédits for Shlps. 
ter airozaft and power pianta lese fornai 'stendatill* agra ni «ite had 
beta ooncleded pravlouely. Convantlonal power piante and groend 
satellite ooenanloation stations vere aabjeot to tee Axxanganent, 
exeept test for tee laet twot — repayeant taxas of 12 and 0 
jeans raspeotively applied.

teams «sa al ready a separate OBGD agra aneti t on locai costs, 
bat tee Amagpnsnt prohlblted officiai finanetng of tean for relatively 
ridi ooontrias, tfaoogh it painitted offioially sopportad insoranoe and 
goaranteas. ter tea otear tuo groupe of ooontrias, signatorias to tea 
Izraagonant ooold not finance or Inserì credit for «ore tean 100 per 
oeut of tea Talea of tes goode and services exportad, sfaldi néant test 
tea « w s t  of locai ooets supportai on offlolal oredit teres ooold not 
om asi tee oste pepeante.

Vitela six nattes of tes Arrea ganan t ocelng yjito offset aadcet 
Interest rates In ail tes eajor trading ooontrias bagan to rise staadily. 
tes anonat of subaldy inplled by tes slnlet retes fizad in tes 
Arraagaaent rose ooanansuxetely. tes Phi tai States vas partioularly 
««"***-* at tes InsreasoA subaldy and presesi for en Inoreasa In tes 
■lnl«« rates. A esali Inorasse vaa iaplanantsA in July I960 and a 
largar ont la lovateer 1981. tesse anly pertly olosed tes gap test 
had oponed up betunan tea nini—  ratas ani prevalllng market ratos so 
tes subaldy maslasd largar tean dion tes Axrangsnsnt had bean Introdeood.

tes United 8tatas oontlnesd to mge test sinises rates dionld 
be ralead, lallowlng tes Imposition of esrtlsl lew la Poland lt aleo 
pressai for tes taxes of «port oredit to tes Soviet telen to be 
tlghtansd. tes naasata proposai by tes PS usa to eove tes P88R fron 
tes Int smaniata oetegoxy to tes zelativaly rloh oategory of ooontrlss. 

voalA hase tes effsot of ralslag tea Interest rateo and diortealng
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the npajMnt period for export oredlt to the Soviet Union. Japen end 
the m d ^UIO European countries opposed the out of the USSR,
bat there was general sympathy for a broader reclassification of countries. 
After further deliberation agreement was reached on new criteria based 
on countriea' per capita IBP in 1979* those over US#4»000 would be 
classified as relatively rich? those below US^730 as relatively poor 
(equivalent to the World Bank's category of least developed countriea); 
and others as intermediate. This aeans that the Soviet Union, Czechoslovakia, 
German Democratic Republic (G3R), Israel and Spain have passed from trie
intermediate to the relatively rich category, while some forty countries 
have passed from tie relatively poor to the intermediate category.*
For the second group there is a transition period, ao that they will 
not become fully subject to the conditions of the intermediate category 
until January 196?.

Since those countries which have been reclassified will in any 
case have to pay higher interest rates, the SBC resisted US proposals 
for a sizeable overall rise in rates. Eventually the participants 
compromised on increases of 1.15# for rich countriea and 0.35# for 
intermediate countries, to be applied from 6 July, and no change for 
poor countries. At the same time the US agreed, with effect from 
15 October, to cease offering credits with maturities of more than 10 
years. A special exception has been made for Japan, where naxket rates 
are well below the Lxrangement minimum rates. Japan ia now able to offer 
on official export credit aa interest rate not leas *0100 0.3# above its 
long-term prime rate, which is currently about 8*5#.

The min*—  rates are now higher than wars market ratea when 
the Arrangement began to operate. If market rates descend towards 
their former levels the subsidy will decline, though there might be 
pressure to reduce mini—  rates. In the past France has been particularly

* The countries moved to the intermediate oategory includes Albania, 
Algeria, Antigua, Belize, Brazil, Cayman Islands, Chile, Coloebia, 
Costa Bica, Cuba, Bomlniosn Hepublio, Bcaador, Falkland Islands, Fiji, 
Ouatsmala, Ivory Coast, Jamaica, Jordan, Kiribati, Berth Korea, South 
Korea, Lebanon, Leeward Islanda, Macao, Malaysia, Mauritania, Mexico, 
Mongolia, Moroeoo, Nigeria, Papua New Guinea, Paraguay, Peru, St 
Helena, St Kitts, Seychelles, Suriname, Syria, Taiwan, Tañíala, Turkey, 
Uruguay, Windward Luanda
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anxious to subsidize interest rates because i » could lot Batch the long 
■atarj.tieB offered by the OS. With a 10-year ceiling on OS maturities 
France should be less worried. Виге is also concern about countries 
outside the Arrangement. If they continue to subsidize interest rates 
sane participants in the Arrmgrosnt will probably want to lower the 
nlnlnro rates.

Another substantial change that has been agreed is the eetabliah- 
nent of a buffer zone between export credit and nixed credit. Previously 
there was a continue of different types of finance ranging free 
ccanaxcial loans through export credit, nixed credit and aid to grants.
In future nixed credit with a grant eleaent below 20% will not be 
permitted. (The grant eleaent measures the extent to which a loan 
ia more concessionary than a coamercial loan.) Since the grant 
element of export credit ia very nuoh less than 2(96 this change means 
there ia now a clear break between export credit and mixed credit.
The possibility of using nixed credit as a slightly more generous 
version cf export credit will no longer exist; nixed credit will be 
confined to being an ungenerous form of aid.

Also important is the revision of the prior cosaitnenta clause 
in the Arrangement. This pemitted lines of credit agreed before 
July 1976 to continue to be offered on the sane terms until Шву 
lapsed. Following each of the subsequent increases in ninlnna rates 
existing lines of credit were allowed to continue unchanged. The 
Arrangement hae now been altered, however, во that the terma of prior 
ccamitmante can apply for only aix months after a change in the minimum 
rates. Die overall discipline of the Arrangement has also been made 
tighter, Whereas before participants were allowed to step outside the 
guidelines provided they notified other participants and gave than a 
chance to do likewise, now departures fron the guidelines are ruled 
out altogether.

To date there hare been comparatively few outright derogations 
fron tne Arrangement. Derogations justified by a prior corod.tmant or 
by the need to match have bean far more frequent, as have permissible 
deviations - digressions which a participant is required to notify to 
the others. Whether the dosing of loopholes in the Arrangement will 
result in significantly herder tarns for export credit or in increased



12

«rasion matins to be seen. It will rery snob depend on the partieipsnts 
-tiie Axmngmmt is a genti wen *■ sgrowent and tiare are no 

penal ties for tnfrfngwsnte.

Kmart Crédit Interest Bates iron 6 Jaljr 1962

i1i Maximal credit Minim» t
Category of borrower 2 - 5 orar 5 taw (years) paynmt

Bslatirely rich 12.15# 12.4# 5* 19#
Internarti ate 10.89# 11.59# <* 19#
Belatirely poor 10.0# 10.0# 10 19#
* eacoeptionaUy
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Policies of some .naiar exporting countries 

a) France
•poring the past two decades France has made great efforts to expand 

its industrial powert and consequently its exports of capital goods.
French industry is dominated by nine or ten groups comprising about two 
dozen companies in all. Many of these were nationalized by the socialist 
government which came to power in 1981 but they were already extensively 
subsidized and closely consulted by government. French companies have 
undertaken comparatively little direct foreign investment which may make 
their export activities that much more important.

As a relative latecomer France has had to be particularly diligent 
in seeking out markets for its capital goods. More than most the French 
government has been willing to support exporters financially and with 
practical assistancey and to identify and respond to the requirements of 
specific overseas markets. Because French industry is dominated by 
large companies and because efforts to promote French exports have been 
more successful in developing countries than elsewhere, French capital 
goods exports depend heavily on large contracts from developing countries 
and a large proportion of their financing is accounted for by official 
export credit. In 1981, for example, of Alsthorn’s exports 62% were 
financed by official export credits including 7% by mixed credits.
Whereas France is keen to increase its exports of goods, there is much 
less concern for the contribution that exports of services can make to 
the balance of payments.

French companies have tended to regard training as a function separate 
from production, and as one for which the state is largely responsible.
This view has altered somewhat since 1971 when a law was passed requiring 
companies to allocate 1% of their salary bill to training. There remains, 
however, much indifference to the provisionof industrial training. It 
is, for example, often difficult to place trainees from overseas in French 
industry.

Some companies are beginning to appreciate the relevance of training 
to exports. They are aware that their reputation can suffer if a plant 
is not competently operated, and that while in the short run training 
involves them in extra cost and complications it can help to establish them 
in a market and so bring benefits in the long run. ¿'tench companies
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accept that a company which offers training has a competi .ive advantage, 
bu- do not conclude that a company which does no- is at a disadvantage.
They are often preoccupied wi-h offering the lowest price and will not 
offer training unless it is requested, on the grounds that zhe importer 
will not realize chat it is included in the price. Sometimes a company 
offers alternative tenders, one with and one without a training element. 
Training is supplied when it is an essential element of a project, and 
when a company is in danger of losing a coni-racc if it does not include 
-raining. In cases where training is offered often tenders are imprecise 
and the details of training are not considered at a sufficiently early 
stage in a project. Following the 1971 legislation a number of firms were 
set up to provide industrial training, which subsequently began to offer 
industrial training as an export. Many French companies, however, are not 
sufficie tly in erested to call on one of these firms.

The official attitude cowards training in export projects parallels 
that of industry. Training is seen as a significant element of competition, 
especially in very large projects and in particular sectors, but this 
perception results in only limiced action. If there were definite 
evidence tha- the absence of -raining in French contracts was prejudicing 
the French presence in a market, there would be a vigorous reaction.

In another area of official policy, aid, there are indications that 
policy is being oriented more towards p.oviding industrial manpower 
training. Whereas in the past technical assistance reflected what France 
could readily supply, now the intention is to gear it more to the needs 
of recipient countries. Industrial manpower training has been identified 
as an important gap. While the aid programme has supported academic 
training and exporting companies have trained people for specific posts, 
there has been no overall policy of industrial manpower training. Efforts 
are now being made to concentrate technical assistance on industrial 
training in various sectors as well as general machinery and maintenance. 
Preference will be given to aid projects which include training. The 
minister responsible for the aid programme has suggested that France should 
expect to see returns on its technical assistance after five years. Over 
time these changes should influence other areas of policy and also the 
thinking of companies. French aid is provided through funds administered 
by the Ministry of Cooperation and through the Caisse Centrals de Cooperation 
Economique (CCCE), which is a development bank. Particularly in the
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case of countries that are not ex-colonies and of financing by the CCCK, 
aid has a role in promoting French exports. Projects financed by the 
CCCE include industrial and infrastructure projects, and it provides the 
aid element in mixed credit. Hence shifts in aid policy have implications 
for exports of capital goods.

Die importance which France attaches to exports of capital goods 
is evident in the array of official export credit facilities which are 
available. There is dose cooperation between the commercial banks, the 
Compagnie française d* Assurance du Commerce Extérieur (Coface), which is 
a sami-public company, the Banque de Prance and the Banque Française du 
Commerce Extérieur (BICE), which operates partly as a commercial bank and 
partly as the official French export bank.

Credit insurance is the responsibility of Coface which is liable on 
its own account for business relating to commercial risk for credit of up 
to three years and takes on for the government 'national interest1 
business. This is commercial risk of more than three years, all political 
risk, and insurance of military equipment. 'National interest' insurance 
business has to be approved by the Commission des Garanties, a committee 
chaired by the Direction des Relations Economiques Extérieures of the 
Ministry of Finance, whose fifteen members include representatives from 
the Banque de franco, BECE, Coface, the Ministry of Industry and the 
Trésor (another section of the Ministry of Finance).

All credits of more than two years that have obtained a guarantee 
from Coface automatically have access to official export financing.
Credits of seven yeara or less are provided through the commercial 
banking system, the exporter's bank financing about yjfc of a credit at the 
prime rate and refinancing the balance with the Banque de F  , The 
overall rate (taux de sortie) for the credit as a whole for the
duration of the credit at the minimum rate set by the fr . clonal 
Arrangement for the particular category of business. For long-term 
credits, the part of the credit in excess of seven years is refinanced 
(in the oaae of a supplier's credit) or lent directly (in the case of a 
buyer's credit) by the BICE at the minimum rate set by the Arrangement.

Besides these basio facilities a wide range of insurance and financing 
for capital goods exports benefits from official support. The cost- 
escalation scheme provides cover against unavoidable Increases in costs 
during the manufacturing period for exports of capital goods and large 
contracts. Guarantees against unjustified calling of bonds are 
available on the same terms as standard insurance. French exporters can 
also obtain cover against exchange risks. The high premiums charged for



16

the facility nake it costly, however, and it ia in any caae available 
only in those instances where the forward narket is inadequate. Modest 
support is given to pre-ahipnent finance. The BFCE, on behalf of the 
Treaor, aakes available loans at a fixed interest rate (just under 
in 1979) for large exports with long sanufacturing periods, financing 
of local costs is forthcoming only in exceptional cases but Coface 
Insurance of local costs is more generally available. Foreign-currency 
financing is permitted but rarely used, mainly because French banks and 
exporters are unfamiliar with it.

France was the originator of mixed credit which amounts to about 
IO96 of French export credit. This is a much higher proportion than for 
most other countries which do not regard mixed credit as a standard 
instrument for financing exports of capital goods. The aid portion which 
at most amounts to 50$ of the total credit, is often used to cover a 
down payment or local costs. It is usually for a term of 20 to JO 
years, at interest of to and sometimes with a grace period.
Since tiie 1970s mixed credit has been directed increasingly to new markets 
which have been identified as fast-growing, financially sound economies 
that are likely to generate demand for sophisticated technology, such as 
telecoanunications and power stations. These Include Mexico, Brasil, 
Colombia. Malaysia and several countries in the Middle Bast. Mixed credit 
is mostly provided for specific capital goods or turnkey projects, 
though it also includes some general-purpose lines of credit.

The French export credit agencies adopt a cautious approach to 
training. There is no difficulty when training is an Integral part of 
an export project taking place before the export is finally handed over.
In tills case there is usually a single financing package covering all the 
elements of the export including training, which may account for between 
%  and 20fi, Hence the insurance premium, down payment, interest rate 
and repayment period for training are the sane as for the goods with 
which it is associated.

For separate exports of training the position is different. Hot until 
1 9 7 7 , in response to pressure chiefly from companies which specialised 
in exporting training, did the French export credit authorities agree 
to Insure and finance exports other than goods. Exports of training are 
dealt with case by caae. The administration takes into consideration 
the Interest of a project for the French eoonoay and whether it will assist
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French industry in a particular market. It supported, for example, 
training of pilots for helicopters to be exported to Libya. Support 
for training is not provided when there is only a possibility that it 
will lead to exports of goods.

Ono» a training project is approved, officially supported insurance 
and financing are available on the sane terns as for goods except that 
the repayment period is limited to three years, or five years if it is a 
very large or very important project. An alternative in the case of post- 
installation training for turnkey projects is for exporters to obtain 
commercial financing which Coface will then guarantee. Coface has justified 
its circumspection regarding training on the grounds that exporte of 
training entail greater risks than exports of goods. The BICE has a 
similar attitude. It is very much attached to having collateral security 
for loans. Consequently it is unenthusiaa tic about exports of services 
and bmm done little to develop policy in this direction. When training 
is part of a large export project, such reservations do not prevent 
financing being made available. There is unlikely to be a change in 
policy unless French companies press for innovation. At present, however, 
few other than specialist companies consider it necessary to export 
training.

When aid funds are involved training may be financed on more favourable 
terms than goods. In a mixed credit training may be financed by a dis
proportionately large amount of the aid element. Sometimes a separate 
training project is provided which is financed by aid funds or a government 
subsidized loan. T5ie rationale given for this is that since training 
is not directly profitable to the exporting company it should be able to 
offer financing at a loser rate of interest.

b)Federal Republic of Germany
The FRG has an extensive and highly developed industrial sector which 

includes a number of large companies but also many small and medium 
enterprises. Several of the larger companies have sizeable direct overseas 
investments, and the sector as a whole is very much involved in export 
activity, There is substantial public ownership of industry by the federal 
and the state governments but relatively little government intervention 
in the economy in the form of regulation or subsidies. Both government 
and industry generally express a preference for keeping their respective
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roles distinct. Some government action has been aimed at fostering small 
and medium enterprises.

For many years the FRG has succeeded in maintaining a high level of 
exports including a large proportion of capital goods. It has long- 
established markets in the OBCD countries and in Eastern Europe, and more 
recently has built up markets in developing countries, particularly in 
the Middle East. In line with overall policy, escorts of capital goods 
have received only limited official support; In competing for orders 
exporters have relied on the reputation they have themselves created for 
technological achievement, quality, promptness and service. They also 
benefit from a close relationship with the commercial banking sector which 
is highly competent and sophisticated. The FRG is aware that the contri
bution made to the balance of payments by exports of services has been 
less marked than that of goods.

There is a long tradition of on-the-job training in the FRG. The 
dual system of occupational training entails chiefly training on the job, 
supplemented by courses at a vocational school. At any one time there 
are about 1 ^ / 4  million trainees at some stage in what is usually a three- 
year programme. The training is provided by some 300,000 enterprises, 
many of them small firms which may pool facilities. To ensure consistency 
the standards are set by the government but the programmes are supervised 
and administered entirely by the chambers of industry and commerce and 
similar organizations. Schools are financed by local authorities or by 
companies. Training is regarded as vital to maintaining the reputation 
of frg products.
West German companies consider training essential in exports of large 
capital goods. They appreciate that if their technologically complex 
products are to be operated satisfactorily they will have to provide 
training, and that the personal contacts developed in the course of training 
can lead to further orders. Riey also believe that training is an 

t important element of competitiveness, particularly in exports to the OE0C
countries. At least with regard to the newly industrializing countries 
they are sympathetic with developing countries' aspirations to expand the 
training of indus trial manpower. Most of the training they provide is of 
a technical nature and very little for commercial or managerial functions. 
Companies may undertake training themselves or may sub-contract it to 
another company in the FRG or oversea 1. Small and medium firms are 
sometimes reluctant to supply training with their exports. This refleots
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the fact that in a small project the coat of training nay be disproportion
ately large and that these ccapeniea often do not have tie appropriate 
personnel and are in any case aore averse to risk than larger companies. 
There are, however, indications that their attitude is changing.

Those companies which do supply training identify two major areas 
of difficulty. First, partly because contracts are not sufficiently 
precise, expectations are often too optimistic with the result that one 
or both sides are disappointed with the outcome. Second, the coat of 
training is underestimated so that at best the exporting company can 
reckon to cover the coat and at worst it is unable to tender for a 
contract because it cannot supply the amount of training stipulated at 
a price acceptable to the purchaser. One way to alleviate this problem 
in countries where several firms have export projects might be to set up 
a central workshop to provide training for all the FRG export projects, 
which the FRG government could be asked to support.

The predominantly free-aarket approach of the FRG government 
extends to overseas aid which for the ooct part recipients are not obliged 
to spend on FRG products, though usually they do. The Ministry of 
Cooperation is reluctant to depart from the principle of untied aid and 
also argues that the provision of training in connection with export 
projects should be left to the exporting companies because competition 
among them benefits the importer. Aid agencies are, however, awa”- that 
since on-the-job training by exporting companies may be subject to con
straints of time, money and expertise it sometimes results in the transfer 
of low-level technical skills rather than know-how.

ar consultations on training for developing countries take place 
between the government and organizations representing the private sector. 
There is growing consensus that more industrial manpower training should 
be provided for developing countries, especially since capital goods 
account for such a sizeable part of frg exports. Direct government 
support for industrial manpower training by companies, however, is largely 
confined to those which have invested in developing countries, and 
contacts between exporting companies and government agencies remain 
limited. The Deutsche Gesellschaft fflr Technische Zusammenarbeit, which 
coordinates technical cooperation on behalf of the government, occasionally 
arranges training facilities when a n fro company wine an export contract. 
Snail and medium firms sometimes cell on the services of the Carl Duieberg 
Geeelleohaft, whiob is a government-financed training organization.
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Recent shifts in aid policy could alter this situation.
Increased concern for training is evident in aid policy, which is 

now insisting more on transferring know-how as well as materials. The 
official development bank, title Kreditanstalt fur Wiederaufbau (KfV), has 
stressed training in the past but since the beginning of 1982 the 
emphasis has bean intensified. For all new projects the KfV requires 
that a certain proportion of the funds should be devoted to training 
and that it should nominate the agencies to supply the training.
Moreover, it will now participate in mixed credit comprising export 
finance for goods and aid finance for training. Aid agencies acknowledge 
that at present the cost to developing countries of obtaining information 
and advice on what training is available is too high and that they could 
take on the role of offering such advice.

Official support for export credit in Vest Germany is comparatively 
small. It is channelled through three entities! the Hermes Kredit- 
versioherunge-Aktiengesellschaft (Hermes), the KfV and the Ausfurhkxedit- 
Gesellschaft mbH (AKA). Hemes is a private company which, in consortium 
with an auditing firm, Treuaxbeit, issues all export-credit insurance 
entirely for the account of the authorities. Some of these transactions 
are undertaken in the 'national interest', chiefly for political reasons. 
All rsgulations and policy decisions regarding official support for 
export-credit insurance are made by the government through an inter
departmental comittee which meets fortnightly in Bonn. This is the 
Inteminiaterieller Ausschuss (IMA), which is chaired by the Ministry of 
Economics, and includes representatives of the Ministries of Foreign 
Affairs, Finance and Economic Cooperation; the Ministry of Finance is 
able to exercise a veto. Tbs IMA is advised by Hermes, Treuaxbeit and 
industrial, bmking and commercial interests in the private sector.

Tbs KfV has several functions which include long^-tem financing 
of overseas trade and operating the overseas aid program. Policy is 
determined by a Board of Directors, whose membership reflects the broad 
scops of the KfV, including representatives from the Ministries of 
Finance, Foreign Affairs, Economics, Bsonomio Cooperation, Agriculture 
and Transport, the state jovsmnenta, the municipalities, tha Bundesbank, 
trad# and trad# associations. Tha KfV makes available external
financing chiefly for export credit for purchases of capital goods by 
developing countries and for purchases of ships end aircraft, by any 
country. Ksport credits iron the KfV are usually for at least seven
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years, and cover not sore than half the value of the contract, up to a 
»— ar i m  of Ж  83a* T>ese limitations tend to nean that KfV financing is 
used aore by mailer fizas than by larger ones. Snail and aediua-size 
fizas вау also be able to obtain credits for shorter periods and a 
larger proportion of the value. The fixed interest rates charged for 
KfV export financing are the atntaua rates set by the international 
Izrsngeaant.

The AKA is a syndicate of soae sixty FRG banks set up in 1932 to 
facilitate the financing of export credits of more than one year by pooling 
the resources of its ambers. It has a special refinancing facility with 
the Bundesbank which is used alaost exclusively for financing exports of 
capital goods, other than military equipaent, to developing countries and 
Eastern Europe, over periods of one to four years, for amounts up to 
Ж  30m. The supplier must finance ЗФ6 811 export transaction, and a 
further 13% is covered by the down payment from the buyer. The remaining 
5596 is refinanced at the official discount rate of the Bundesbank, and 
lent at the discount rate plus Hence the rate varies with changes
in the discount rate.

Cover from Hermes is always required for export financing from the 
KfV and almost Invariably for AKA credit. Large or controversial 
contracts are referred to the IMA. Hermes and the IMA together establish 
the limits for each country, though the IMA may decide, for political or 
economic reasons, to waive the limit in a particular case. Hermes is 
not allowed to insure credit of more than five years, unless this is 
necessary to match foreign competition. Besides a commitment from 
Hezmes, financing from the KfV must have the approval of the KfV's 
Board of Management, and in some cases the Economics Ministry. Applications 
for funds from the special refinancing facility are evaluated by a 
committee of bankers from the AKA'a member institutions.

Hemes also provides limited exchange-risk cover and insurance 
against unfair calling of bonds due to a political factor. Financing 
in foreign currency is net available from the KfV nor from the AKA 
special facility and credits insured by Hemes have to be denominated 
in Deutschmarks. Officially supported insurance and finance for local 
costs are readily available for exports to developing countries, particu
larly in the case of turnkey projects, up to the limits set by the 
Arrangement. The FRG offers limited mixed credit which ia used to 
supplement aid funds rather than export credit facilities. When there 
are insufficient funds to complete an aid project whieh an FRG f i m



22

has b a m  commissioned to carry out export credit funds nay be provided.
The grant element is always above 2 9J6.

Only about lOJi of FRG exports receive Banes cover, and of those, 
fewer than 10J6 acre financed through the special facility and 39 H #  by 
tiie KfW. Hence the great bulk of FRG export credit is financed by 
the coanercial banking eye ten at floating interest rates without official 
support. This set-up is facilitated by the strength of the banking 
sector and the close relationship between it and industry. A further 
factor is the relatively low level of no— -trial interest rates in the FRG 
which has usually  made it possible to offer coaaercial credit for rates 
at or below those set by the Arrangeawnt.

Provision of official export credit facilities does not differentiate 
between goods and services. This reflects partly the prevailing free- 
trade philosophy and partly the wish to increase exports of services.
As with other exporting countries training is often part of a single 
contract for which there is a comprehensive financial package. Sons 
evidence exists to suggest that the proportion of the total financing 
which appears under the heading of training tends to be aaaller in the 
case of FRG companies than others, though the quantity and quality 
of their training is not inferior. The explanation seems to be that 
FRG companies allocate some of the costs of training to other headings 
because payments for training are made at a relatively late stage. If 
they can in effect be brought forward this improves the exporter's 
cash flow and reduces the loss he incurs if the importer decides in the 
course of the project that he wants to take less training.

In the case of separate exports of training, insurance can be 
sought from Hermes and financing from the KfW in the same way aa for 
exports of goods. FRG companies do not in general encounter diffi
culties in financing exports of training. The aspect which concerns 
them moat is performance bonds. These Introduce a particularly uncertain 
element because it is sometimes difficult to assess whether performance 
standards with respect to training have been achieved and because failure 
to achieve them nay be due to circumstances over which the exporter 
has little influence, such as being expected to train personnel whose 
basic education is inadequate or inappropriate. FRG exporters regard 
the problems as less serious in the ease of turnkey projects, in which 
performance depends chiefly on their own expertise, than product-in-hand 
projects, in which there are mors factors beyond their control. The 
high eost to an exporter of providing performance bonds is passed on in 
the price tendered to the importer.



23

Although financing of training associated with export projects 
is occasionally supported free aid funds, government efforts have concen
trated on assisting fixBB with direct invesfcnent, on the grounds that 
investing is riskier than exporting and represents a greater coauitment 
to a developing country's economy. For about a decade there has been 
a scheme to encourage fine to provide apprenticeships of 18 months to 
three y e a n  with a clearly defined ourriculum in a particular industrial 
Bee tor of a developing country. A  f i n  can obtain from aid funds up 
to Df 400 per person per month on condition that it provides places 
beyond its own requirements and that apprentices are not obliged to 
work for it subsequently. Usually the fins have to be small or medium 
enterprises, since/*1» considered to be more vulnerable to the risks of 
overseas investment, but they need not have more than a minority share. 
The scheme attempts to implant the dual system of occupational training, 
but take-up has been low possibly because the dual system needs 
modifying for developing countries or because it is restricted to 
smaller companies. There are plana to revise it to make it more 
appropriate to the developmental needs of the host country and perhaps 
to encompass large enterprises, but changes are unlikely to be 
implemented for some time.

*
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о) ¿ШОВ.
Aa a reealt «Г afli «таг the pMt three 4>wi>i J^oi

км км—  a hi#ly iadaatrlaliaed в— atry. A aajer faataM af the m — ay 
la ext— ive gave— at inter— tlaa, ehiek — — у м а м  picking aat iadi- 
vidaal kraaokaa far yartioalar ааоаагада— at, pravlliaf a паев af 
aabaidiM aad aalaetivBly preteetiag laAaatry fraa axtaxaal ar lataraal 
oeapetitiea. Iatarraatlea 1в facilitated ky olaaa oBaaaltatlaa between 
gevezanaat aat iadaatry aad ita ayaratiaa la aaffielamtly flaxikla that 
It е м  half forward ohaagM, far exaaple, la teehaelogy.

Caaoaxa abaat its paaoity af raw aatarlala, large pepalatiaa aad 
balanoe-ef-papnaata oaaatralata had preapted Japan ta groat affarte ta 
axpaad arparta af ladaatrlal gaada. Ta eaapeaaate far ita lata arrival 
la «arid ladaatrlal trade Japan к м  prana tad arparta vlgeroaaly. 
Fartiealarly far arparta ky new ladaatrlM thara la a range af gavaraaaat 
alia, inoladiag aappart far arpaadltara an raaearok aad develepaaat, tax 
oaaoaaaiaaa aad laaaa far working eapltal. Srpart praaatiaa palloy 
appaara ta plaoe a higher prlarlty an tha ekjeotivee af fall aaplepaeat 
aad nalataialng ar laereaalag Japaa'a ahara la атагаам aarkata thaa an 
anaarlag profitability.

Japanaaa oeapaalaa attaak great lapartaaaa ta training aad axpaot 
their aara ataler aaplayaaa ta have aktalaad aa aoadaale adaoatlan la a
relevant eakjeot aad training la teahaloal акИЛе, tha latter aftaa being 
provided ky tha oanpaalac theaeelvee. Varhapr. kaaaaaa Japeaeae ladaatry 
initially had to draw heavily far Ita labear faroa an laalgraata fraa 
zaral агам with aa erperlenoe la aanafaotarlag predaotiea, ita ergaai- 
Mtlaa aftaa raliaa aa a relatively aaall groap with a hi|b degree af 
aklll aad azpartiaa aapported ky aa lndaatrl—  aad aathadloal work faroa 
with feed kaaio adaoatlan hat no apeolallsed akllla. An illaatrative 
aaaodata fraa tha early poet-war period ooaoazaa Mlteei'a trading 
ooayoay ahloh wkn it daoidad to aat ap a aaohlaery dapartaaat keaght a 
oanpaay with a large financial iefioit kaoa—  it aapleyod 300 to 
400 pradaatM with toohaloal oonp»-t— a.

Irdaatrial aaapewiir trainin'* 1» davalapiag aaaatrlaa la pravidad 
ohlofly ky Jap— aa oeapaalaa with ilreot inveetaaata kat alaa ky erpertera. 
In keth aaaaa gave лаве at flnaaolal aappart la available throw# tha
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■xpart-Iaport Bank of Japaa (txiahaak of Japaa). Onix in monnt j n k  
k m  Japaasaa oaapaaias H f m  ta pay m i ì m i  attaatioa ta a^Ijiig 
trainine la n■muntila «Itti thair asporta »f ospitai gooàs to iarolopiaf 
oaaatriaa. Coaaaltaat oaflnaara akli to aadortak» tralaiaf ooatraota 
a m  a ralatiraly aav phoaaaonaa la Japaa.

Offioial iqyart far omàit laaaraana ia ohaanoloà throafh tha 
Iqart Iaaamaoa División (MED) af tha Miniatry far latszaatisaal Traia 
ani Iaiaatry, aaà far azpart fi nanna throwgh tha KriaBank af Japaa.
Oa omàit Iaaamaoa palio? tha Miniatar af lataraatiaaal Troia aai Iaiaatrj 
ia aàriaaà By tha Isport Inamraaoa Cannoli shloh oonprioos tha Miniatar 
aaà alaran athar amhara, appaiataà By hln, fma pararanaat apinalaa 
àaallaf «itt fimipi troia, fi nanna ani laaaraana, aaà otham vith 
aspartiaa ia thaaa amaa. Tha I t UbaÉ ia an laàapaaiaat faromnsat 
fi «ano lai iaatitatian arar «hioh tha Miniatry af Viaaaoa amroiaaa 
fonarsi aarmillaaoa. laaiiao axpart omàit it alsa pmriàaa fiaanoa far 
l^arta aaà Amia far Japanasa iaraataaat aBmaà.

Tham ia aooaaa ta flxaà-rato fiaanoa firn tha bUkerr af Japaa far 
▼irtnally all omàits af aam thaa tro yaara. Ite oraàita af np ta firn 
yaara tha frlnhanlr nanally prariàaa JO% aaà a ooanaroiai Bank l~% af tha 
flnaaoaà partían (typioally 85% af tha tatal omàit); far omàita af np 
ta tan yaam tha propartiaaa a m  60% aaà 4Q%* Tha ooanaroiai Bank 
oharpM a fixaà aarkat rata af intamot aaà tha Irlahank aata ita rata af 
iatamat ao that tha ararall rata far tha flaaaolaf ia at laaat tha 
alnlaaa aat By tha latamatlanal izraafmaat far Japaa (alaoa 6 Jmly 1982 
thia haa Baaa 0*5 af a paroaatafa paiat àhara tha lanp-tam prlaa rata),

Tha flmt atap towaràa ah tal ni af fiaaaciaf fran tha ll~4“k— w af 
Japaa ia ta aaak aprami far aa azpart fma tha MIT: àppmral io
m m l y  mihaaàf tha praeaàara io asaà aam as a aaaaa af aaaitarine 
azpart aatirity. Tha asportar haa thaa ta ahtaia iaaaraaaa fma tha KD. 
Thia ia aat farthoaaiaf far azparts ta oaaatriaa rhioh a m  rafaràaà aa 
hlfh riaka or «ham a àafaalt haa almaày aooarmà. Tha final ataft Ca 
ta appannali tha Irlnhanlr far flnannlnf. la aaat aaaaa thia ia flma 
■laaat aatoaatioally, thanph tha Irlahanlr àaaa aat lika it ta Ba takaa far 
fnntaà.

Tham ia alaaa oaaràiaatiaa aaaaf all tha apwiniaa iaralmà, tha 
oaaatmial Banks aaà tha Bnalnaaa osannaity. Orarsll azpart omàit palloy
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is n v i N M  hy th* m u ,  with th* Ministry af H b u m  taking a k m ,  
aad aamatimaa ocufliotii*, intareat. Th* insuranoo authorities aad th* 
Brthhanh *f Japan aza particularly oanoam ad with tha financial aaundaass 
of aa individual prajaot, aad have formal nhaanala far discussing thla.
If a laze* aaaant af ozadit has already haasi given ta a osuatzy that 
oaald ha regarded aa risky, aad aaza ozadit la haing sought, th* hank 
aad th* H U  oonaalt ana aaathar in an affart to daoida whioh axforts to 
support. In auoh a ooataztv tho importance of tha oontraot to tho 
Japanaaa azportar would ha given partioular ooaaidazatian. Far vary larga 
projects, aspaoiallj if they antail intaznatianal oaapazatiaa ar aza of a 
palitioal nature, all tha government dapartaanta that have aa iatoxaat 
aza informed, and aza given aa opportuaity to express thair Tiows. Tha 
private aaotar nay also oaatrihuto information aa taohaioal aad flnanolal 
aspaota. Vnlacs all thaaa involved aza agreeable, auoh a prajaot doaa 
not aatarialisa.

In its additisaal iaatzunanta af affioial support far expert ozadit 
Japan oatara particularly far large oapital goods axparts. 9 m  KIl) 
praTidaa caver againat unfair af hand* aad ala* a liaitad sTohanga
risk guaraatoo. Official financing of local oaatc is ganarally available 
far tuxakoy projects up ta tha linita atipulatad in tho Arrangement.
This ganszeus tzaatnant zaflaots tha Japanaaa view that laoal ooots 
ar# on lntagcal part af tha financing af a project, particularly in a 
daraloping oanntzy. Foreign oarranoy financing, naarly always la V8 
dollars, is used far alaaot ana third af nadian and long-term azpart 
ozadit. Japan has aa formal sohana of aiaad ozadit hat in pzaotioa it 
sanatiaa nixes aid aad azpart ozadit in financing major projects in 
daraloping eountrlas. Vhila tha azport ozadit alanant af such ozadits la 
nsad to finanoa goods, tha aid alanant is llnkad ta lnifcastxaotnze idiloh 
may lncluda training, dspandlag an tho pzejaot.

far a iniahar af yaara th* Irlnhanir af Japan was zaluotant ta support 
financing far training azoopt whaza this was inoazpazatad in a siagla 
financing packaga far an azpart af sguipnant ar a turnkey project.
Thar* war* only a few zaza instance# af financing far past-installatian 
training far turnkey projects, in 197$ tha Irlnhanir was aaksd to finanoa 
a training oamtznot for a produot-in-haad prajaot in Algeria. After 
initially hssitatlng tha Irlnhanir agzaad. As the damand for training



27

bas risen and aa Тарана»» flxaa baca* baoaaa aara interested in amljiiy 
it, tbe Irlabanlr bas baeaa» aere viUai te sappert it and new aakee 
finaaoe available far training contracta an tbs aaas taras as far sappi? 
osntraots. InMtbalsee, tbs training it aapperta is asstl? confinad 
te larga projects in nawl? inda»tri all «lag ooaatrioa.
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d) United Kingdom
D m  United Kingdom was the first industrial power, earning for itself 

tiie title of 'tiie vorimhop of the world', and for most of the nineteenth 
century this status went unchallenged. During the twentieth century, 
however, UK industry has undergone a relative decline, though it has 
been none evident at same periods than at others. Governments have sought
to arrest tills decline by intervening i n --------wayB but they have lacked
a consistent approach and have tended to pursue short-term relief rather 
than lasting remedies. Consequently, idiile a variety of instruments 
has been accumulated no systematic industrial strategy has been applied.

Exports of industrial goods have continued to be of major importance 
to tiie UK economy and strenuous efforts have been made to promote them. 
Nonetheless, British exporters have suggested that liaison among the 
different elements of export promotion has been less effectively organized 
by the UK than by some of its competitors. The present government is 
eager to increase exports of large capital goods projects, because it is 
one of tiie few areas in which international demand is growing and because 
expansion in capital goods generates activity in other parts of industry.
Two years ago it set up a Projects and Export Policy Division within 
the Department of Trade. This was designed to coordinate official support 
in the f o a  of export credit, aid, investment and other assistance, as 
well as political intercession, to help private sector companies win 
more orders for projects.

Official support for export credit is administered by the Export 
Credits Guarantee Department (BCGD) tdiich is an independent government 
department operating as a tr»>/Hwg orymizatian and responsible to the 
Secretary for Trade. It consults the Department of Trade regularly, both 
on overall trade policy and on details such as conditions in a specific 
overseas malicet. There is a statutory requirement that Treasury consent 
should be obtained for all ECGD activities though this is generally waived 
for short-tea business under Section 1.

ECGD's principal function is that of a credit insurance organization 
but it also gives support to financing. Diene a a  two categorise of insurance 
business undertaken by ECGDi on Section 1 business the Export Guarantees 
Advisory Council, which is appointed by the Secretary of State for Trade 
from among leading behkere and businessmen, advises tits ECGD using criteria
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of coHexcial acceptability; Section 2 is business that is unacceptable to 
the Advisory Council because of, for example, the spread of risk or the 
size or horizon of risk, or the experimental, nature of the facility, but 
for uhich BCG3) can give guarantees *in the national interest'. Exports of 
capital goods to developing countries almost invariably fall into Section 2.

Policy is made largely in the Export Credit Guarantee Comittee, an 
interdepartmental committee chaired by the Treasury. Depending on the 
agenda, virtually any Vdiitehall department, or the Bank of England, could 
be represented on the Cowittee, but those most often involved, besides 
the Treasury, are the Departments of Trade, Industry and Employment, and 
the Foreign Office. One of the Committee's functions is to determine 
what the 'national interest' is in particular cases. This frequently 
means setting short-term considerations of credit risk against long-term 
trading interests, domestic factors or foreign-policy objectives. In 
recent years employment has been of paramount concern.

Export finance is provided by the conmercial banks though until 
I960 ECGD refinanced a proportion of it. ECGD continues to contribute 
directly to the cost of export finance by making up the difference between 
the fixed rate of interest at which the banks advance export credit and 
a rate of return related to market rates, calculated in accordance with 
a formula agreed with the banks. Fixed-rate export finance is made available 
on a non-discriminatory basis in that all credit with a term of more than 
two years which has obtained an ECGD guarantee qualifies. The precise 
forms of particular export credits are decided by the Export Credit 
Guarantee Committee. Obey are usually less generous than the most favourable 
permitted by the international Arrangement and the OECD agreement on 
local costs. This allows the authorities some discretions they might, 
for example, agree to reduce an interest rate or to subsidize a larger 
proportion of local costs up to the agreed limits. There axe also occasions 
when a decision has to be taken on v&ether to match terms offexed by a 
competitor that axe more generous than those in the international Arrange
ment.

Among the additional insurance facilities which ECGD offers is a cost 
escalation scheme idiieh gives exporters limited protection against increased 
costs for capital goods projects with long manufacturing periods. It also 
provides cover against unfair calling of performance and other bonds. Two
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unusual facilities axe projects participants insolvency cover and joint 
and several cover teich insure exporters involved in large projects with 
several contractors against repercussions iron the shortcomings of other 
participants. There is no general programme of insurance against foreign- 
exchange risks since exporters are expected to take precautions in the 
forward exchange sextet. ECGD does, however, provide cover for foreign- 
exchange commitments teich an exporter who provides supplier credit nay 
be left with if the buyer defaults. In addition, tender-to-contract 
cover affords same protection against adverse exchange-rate movements 
in the period between waking a tender and signing a contract for large 
capital goods contracts denominated in dollars or Deutschmarks.

Since 1977 official support for export credit financed in foreign 
currency (principally dollars and Deutschmarks) has been placed on virtually 
the same footing as for sterling export credit. Indeed, for a time BCGD 
discouraged and even prevented the use of officially supported sterling 
finance for certain types of export credit. The attraction of foreign- 
currency financing for the authorities was that it alleviated the burden 
of export credit both on public spending and on the balance of payments. 
Exporters too have benefited from the wider choice which they are able 
to offer buyers.

Since 1978 the united Kingdom has allocated 5% of its aid budget to 
an Aid and Trade Provision (ATP). This is used to provide mixed credit 
and also to finance consultancy fees and exports teich are not eligible 
for fixed-rate credit but axe considered important in terms of the parti
cular industry or market. The ATP is coordinated by an interdepartmental 
couittee chaired by the Overseas Development Administration (QDt), in 
which the Departments of Trade and Industry also participate actively.
In mixed credit ATP funds and export credit axe combined to «suit in a 
grant element oloee to 2% . To qualify for mixed credit an export credit 
has to be approved by QDA as 'developmentally sound*. It must also be 
ccmnercially attractive and generate more export revenue teen would have 
been obtained without it. In 1981 a fund with an allocation of C6m over 
two years was set tq> from which BCGD could as a defensive measure assist 
exporters to counter offers of 'soft' credit from foreign competitors by 
lowering the effective interest rate to buyers. This fund was intended 
solely for BCGD to respond rapidly in matching offers from other export 
credit authorities and following tee recent changes in tee Arrangement 
should have became redundant.
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British exporters are able to draw on the vide range of facilities 
supplied by ECO) and on the resources of London as a major financial 
centre. They, the BCGD and the Department of Trade are all convinced 
that official support for export credit is essential to the coapetitiveness 
of British exports of capital goods. The fact that BCGD is above all an 
insurance organization and, except for fixed-rate credit, cost escalation 
insurance and the «a-fa>hing fund, is expected to operate at no net cost 
to public funds, including administration expenses, Beans that it is concerned 
to квер credit as short as possible and is inclined to assess buyers in 
teras of risk rather than as customers with preferences to be catered for.

BCGD is generally leas accommodating in supporting export credit 
for services alone than for goods or goods and services. Because it has 
reservations -податгНгу the lack of collateral security it seeks to keep the 
length of credit exposure for service exports fairly short. A special 
feature of training is that it is a service uhich nay not be finished at 
the point of completion of a contract. The United Kingdom's history of a 
veak balance of payments has made BCGD reluctant to delay the start of 
repayments beyond the commissioning of a project despite the fact that 
tmining may not yet have been carried out in full.

An export of training in connection with a plant being installed by 
the same company or by another British company may be incorporated into 
the same financial package aa the export of goods or may be arranged 
under a separate contract. In the case of a email amount of training in 
a ifrTg» project the teas of export credit for the training element would 
probably be the same as for the goods whether or not the contracts were 
separate. Otherwise a separate contract would provide credit of five or 
possibly ten years for training. The precise teas would be determined by 
the importance the export credit authorities attached to the product with 
which the was associated and to the buyer as a market for that
product. This and the fact that BCGD rarely supports exports of training 
that are Independent of exports of goods reflect ECGD'e preoccupation 
with physical products and the creation of employment, funds have been 
mede available for independent exports of training, sometimes for almost 
100# of the financing, from the ASP on ocoa lions then the provision of 
■bmiwing was thought likely to весите the contract for a aajor project.
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•) United State»
The United States for m q j  years felt neither the need nor the 

desire to neks on effort to pronote its exports. This was considered 
unnecessary partly beoauee the US eoonony «ее by far the largest in the 
world and to a great extent eelf-euffioient in resources and in aarkets, 
and partly because technological expertise and the skill of its work 
force gave the USA a cooperative advantage in nanafactared goods, of which 
it was the world's aajor exporter. Goveranent intervention in the eoonoay 
has generally been deprecated unless there have been dear argnsents in 
its favour. At the international level this view has been evidenced by an 
adherence to free trade aa an objective which could and should be realized.

Although the US is still the world's leading eoonoay it has ceased 
to be pre-enlnent as other countries have developed their productive 
capacity. Ihrthemore, its external sector has received aore attention.
The once solid balance of paynents showed a series of deficits in the 
1970s, nalnly das to the rise in the prioe of oil. US aanufaotaring 
industry has grown increasingly dependent on exports i a recent study shows 
that alsost four out of five new jobs in this sector in the late 1970s 
were linked to exports, and that export-related eaployaent as a proportion 
of total enploynent was It. 5% in non-electrloal anohinery, 12# in electric 
and electronic eqnipasnt and 11.2% in transportation equipaent. As exports 
have becoae aore iaportaat, both for balance-of-payaents and for eaployaent 
reasons, aore consideration has been given to proaoting thea. While 
governaant intervention continues to be regarded with suspicion in the 
US, increased econoaic interdependence has heightened awareness of inter
vention in other countries and aade the US aore inolinsd to retaliate.

The historical attitude towards exports as well as later developaants 
are refleoted, and soastiass give rise to inconsistencies, in the export 
credit polioy of the United States. Official support for export finance 
is channeled through the Kxport-Iaport lank (ixiabank) whose objective is 

f  to contribute 'to the proaotion and aaintenance of high levels of eaploy-
asnt and real inooas and to the increased dsvelopaant of the prodaotive 
resouroes of the United 8tatee'. The Ur 1 shank is expected to be self- 
sufficient though it is helped in two respects t it oan raise Amds on U8 
governasnt terns and with a US governaant guarantees and it has capital 
of US $1 billion on whioh it usually pays the Treasury a dividend of
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US t 30 alii ion a year tat no in to root. All tho m m , the Molonlr has 
to naks a onall profit, which inplioa landing at a higher rats of intazost 
than it borrows. Banco though ita rataa aza lowar than naxlcat rmtaa 
they follow a sinilar trand and haws risan in raoant years.

Other constrainta on tha Briatanlr, sat by tha Congress, ars tha 
coiling decided each year for direct loan authorizations and, of less 
significance, the limit decided ovary five years for tha total amount of 
loans, guarantees and insurance which the Brinhanh nay have outstanding 
at any one tine. While maintaining these constraints tha Congress has 
insisted increasingly on the need for the Bxihbank to match the facilities 
of other export credit agencies. A proposal for a US II billion ftand to be 
used for selectively subsidising export credit has received particular 
support froa senators and congressaan who represent areas when there are 
capital goods industries which rely heavily on exports.

A related but different shift has occurred in the outlook of the 
executive branch, whose orientation is generally mors international and 
less proteotionist than that of the Congress. In the early 1970s the US 
goveronent resisted an QBCO scheae for international consultation on the 
terns of export credit on the grounds that restrictions on credit were in 
principle undesirable and that credit terns were an elensnt of competition 
conparable to cheeper labour or higher productivity, ly 1974 the US 
gnramnent was sufficiently perturbed by competition froa countries offering 
sizeable subsidies on interest rates that it was ready to support an 
international agreement on controlling export credit and haa a Inca become 
the driving force in efforts to raise nlninan interest rates for export 
credit. It was, however, reluctant to aeoept linitations on tha length 
of credit. The ability to offer long naturlties ia the strong point of the 
USA's export credit and derives partly from its historically robust balance 
of paynents and low rate of inflation whioh meant that extended repaynent 
of credit did not in the past eause problene, and also froa its well- 
developed ooaseroial banking sector whioh has been scornstosnd to 
relatively long credit.

In rsoent years the U8 haa on ocoasion competed with offers of low 
interest rates froa other oosntri.es by making exceptionally long maturities 
available. This was Intended to pat pressure on other oosntrles to agree 
to higher minings interest rates. As a result when the Arrsngenent was 
revised this summer the 18 oonoeded a limit of ten years on maturities in
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return for higher interest rates. The Sxiibnk has deolared its satis
faction with the outcoae since it is now able to offer rates that are 
about one percentage point higher than the minimus rates and so has 
regained its competitive position.

The Exinbank'a major activity is long-term export financing under 
its direct credit progranme, through which buyer credits are provided for 
export transactions with a contract value of at least US 15 Billion involving 
long nanofactaring or construction periods. The foreigi buyer applies 
direct to the Szinbank and is required to sake a down paynent of at least 
1594. gyjrffnk covers up to §5Ji of the balance» the rest being financed 
by cosnereial banks at narket rates. All or part of the private loan nay 
be guaranteed by Til shank The percentage financed by Kxiabank depends on 
the extent to which coanereial banks axe willing to participate» the degree 
of competition in the sector» the repayaant period» and offers from other 
official export-credit agencies. These last two factors also influence 
the fixed interest rate charged by Szinbank. These loans are used 
principally to finance turnkey projects» such as nanafacturing, electric 
power and. petrochemical plants, and large wining and construction operations, 
as well as large single iteas such as coanereial aircraft, locomotives, 
and other heavy capital equipment.

Besides — 1 direct loans, the Szinbank also refinances mediun- 
tera fixed-rate loans by conaercial banks and provides bank guarantees for 
nediua- and long-term credit advanced by conaercial banks. Few special 
facilities are nade available by Szinbank. It occasionally supports local 
oosts or arranges a nixed credit if this is considered neoesr.ary to natch 
a competitor. Bzinbunk will insure or guarantee but does not itself offer 
foreign-curxency financing though the possibility has been discussed.
Another US government agency, the Overseas Private Investment Corporation, 
offers oover for performance and other bonds posted by US construction and 
service contractors overseas.

Two private entities collaborate closely with the Ur 1 shank» the Foreigi 
Credit Insurance Association (PC IA), a group of sons fifty major insurance 
companies, cooperates in insuring ahort-snd medium-term export transactions 
against certain politioal and oosmeroial risks 1 and the Private Import 
funding Corporation, which is owned by some sixty aajor US banks and large
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exporters, participates with commercial banks in loo^tera export loans 
at fixed rates with Bxihbank's guarantee.

There is extensive cooperation between Bxihbank end other government 
departments at various levels. Sons proposals for direct loans axe submitted 
for eoanent to an interagency body, the Bational Advisory Council on 
International Monetary and Financial Policies (IAC )• which is chaired by 
the Treasury, and oomprises representatives of the Departments of State, 
and Coanerce, the Federal Reaerve Board and the Bxihbank. The IAC reviews 
individual transactions in the light of each agency's concern, and bearing 
in ■<»* the overall foreign-policy implications. It also considers export 
credit policy as a whole, including negotiations on the Arrangement. As 
indicated above, the Congress takes a more active interest in export 
credit policy tinew do legislatures in other countries.

Ths UTH"ihe«ir ie charged with the role of fostering the expansion of 
exports of services as well as goods. Service exports are of great importance 
to the United States. It has a highly developed service sector and its 
service exports have lately been growing twice as fast as its exports of 
goods. For several reasons the Bxihbank is less prone than export credit 
agencies elsewhere to discriminate between goods and services. One is that 

is more disposed to assess a project on the basis of its expected 
productive life and the income it is likely to generate rather than the 
existence of collateral security. Another is Bxihbank's comparatively 
liberal attitude towards extended repayment, which is relevant when a 
service is rendered after completion of a project, as tends to happen with 
training. Consequently, when training is included in an export project 
it receives the same treatment as the rest of the project, provided it is 
of US origin. Like other exports of services, training which is not direotly 
related to exporta of capital goods from the USA is supported through 
VCIA insurance and medium-term commercial bank guarantees. In sons oases, 
however, the Bxihbank may authorise direct loans to meet foreign competition.
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Py>sa«cta

As the preceding Motion* of thi* study have shewn, exporting countries 
a n  k m  to proamt* «sport* of oapital good*. To this end they provide 
substantial offioial «pport for export credit whioh enable* exporter* 
to offer their one toner* nor* financing on nor* favourable term than 
would be possible if they bad to depend entirely on the oonmrcial 
banks» In broad term support can be divided into official guarantee*, 
«и*йП 4 я| s- potential ooet which varies according to how riaky the 
business is, and official financing, which inpoees an actual cost on 
public expenditure» In determining whether and on what term to offer 
export credit for a particular transaction the authorities in the 
exporting countries weigh these ooste against the, ohiefly economic, 
benefits which they expect to derive and the aaount of support that 
eoepetitons are likely to offer.

Per son* yean training was regarded as an optional extra in exports 
of capital goods, something which could serve as an additional inducement 
to purchase a product rather than a vital factor in its successful 
performance. Is capital goods exports became larger end more oonplex, 
as developing countries became more aware that they would not function 
satisfactorily union they were operated by people with adecpiate training, 
and as exporters realised that by supplying training they could secure 
their reputation, improve their competitive position and pave the way 
for farther orders, more attention was focused on associating industrial 
manpower training with exports of oapital goods. The experience of aid 
agencies showed that the vocational training whioh they provided sometimes 
did not nateh the needs of developing oountries, and that projects whioh 
they supported sometime miscarried through lack of appropriate training»

The increased importance of training in exports of oapital goods 
has regained export credit agencies to give son* consideration to the 
financing of training* In the majority of oases training is on* component 
in a pxojeot financed by a single paokags, of whioh training may account 
for about 10&* When training is finanoed Independently it is somstiMO 
treated differently fieon the goods to whioh it relates» Some export 
credit agendas arm less willing to finonoe training or offer financing 
on loss favourable terms. Occasionally financing for training is aade 
available fieon aid fimds and so is cheaper than normal export credit.

• So data have been presented in this study slnoe non* are readily 
available. To gather si^ifleant data would reqplr* extensive survey 
work and would snoeuntor at least two problems* confidentiality and 
croee-oouutxy comparison»
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Iter* is littls evidence of dearly defined polioios towards official 
financing of training, apart from a fav inatancaa of specific limitations, 
sooh as those set by Cofaoe for the repayment period. Like export 
credit policy as a whole, the question of how to treat financing of 
training orops up from tine to tins in various contexts. Whereas polioy 
on the basic issues of export credit has had a maker of years to 
develop so that there are certain habits and precedents to guide decisions, 
financing of training is a relatively new area in which those responsible 
for export credit policy are less experienced. Furthermore, separate 
training contracts occur nost frequently in connection with larger 
projects, which tend to be considered oase by case. In the absence of 
specific procedures export credit authorities apply to financing of 
training the sane criteria as for financing of goods, chiefly the risk 
of non-paynant, the returns to the economy and the term being offered 
by competing exporters. By these criteria the case for treating training 
favourably nay be doubtfult training is regarded as comparatively risky 
because the scope for dispute is greater and recourse in the event of 
non-payment is more limited; it contributes little to domestic employment, 
a major objective of export credit policy; and, unless there is a 
particular incentive, the general tendency to approach financing for 
training cautiously dampens competition among export credit agencies in 
this field. With regard to partly financing an export out of aid ihnds, 
for example in a mixed credit, on the grounds that it will contribute 
to the importing country's economy, the justification is usually stronger 
for training than for goods alone.

This appraisal of the determinants of policy towards the financing of 
training in capital goods exports suggests that developing countries oould 
adopt three lines of approach in seeking to improve the term on which 
they obtain this financing. First, they can try to turn the existing 
system more to their advantage; eeooud, they can press for on increased 
amount of aid funds to be used; and third, they oan endeavour to bring 
about a change in the attitude of export credit agencies. The emphasis 
of these efforts will vary according to which developing countries are 
dealing with whioh exporting countries. The previous sections of this 
study lndioated the differences among exporting countries in providing 
financing for training. The main factor affeoting the position of 
developing countries as recipients of this financing is their market power.



Countries whioh ax» large purchasers of oapital foods and are oonoidarod 
reasonably creditworthy ax* auoh bot tor plaood to oxtraot aoxo favourable 
tons froa oxport oxodit afsnoioo than axe countrioo whioh fonorato very 
few oxdoro have a oxodit xatlnf so low that they are effectively barred 
froa international financial aarkete. These countries nay have aore to 
fain froa appeal inf to aid sfenoies.

is a first step towards stisnftheninf their position dsvalopinf 
countries should be better equipped than at present to assaable and evaluate 
infomation shout training and financing. In this they will need assistance 
which could be provided by national aid agencies but since it involves 
coopering what is available in different countries it sight aoxe appro
priately be a role for international institutions* Soas newly industrial
ising countries have begun directly approaching consultant engineers and 
cosaeroial banks* Although the advice of these enterprises nay be aore 
costly, they have such relevant experience and are able to operate inter
nationally. To the extent that the price of an export covers the fees 
paid by the exporter, the buyer is already paying for the service* of con
sultants and banks* If the bank handling an export credit were noainated 
by the buyer rather than by the exporter the overall cost to the buyer 
would probably be no greater and the buyer would have direct access to the 
bsnk's expertise (see below). A dearer understanding of training and 
financing would perait developing countries to reap greater benefit froa 
«hat is available. They would also be able to express their requireaente 
aoxe precisely, which would reinforce their bargaining position and reduce 
uncertainty*

To use aore aid funds in the financing of training associated with 
oapital goods exports say appear an obvious and satisfactory solution but 
it has several drawbacks. Countries allot only a liaited sua of aoney to 
their aid budgets* When an exporting oountry provides aid tends to finance 
an export of training, the aaount of aid for other purposes is lowered*
Bast experience with aixed oxodit dhows that «hen aid is used as an instru- 
aent of export promotion it tends to be dixeoted to those countries whioh 
represent the cost attractive aarkete and where competition is toughest* 
Developing countries ought to consider how far it is in their interest that 
industrial aanpower training should be financed teou aid tends. It iapoees 
constraints, bureaucratic procedures have to be followed and if the results 
of training axe unsatisfaotor/ a developing oountry has little recourse*
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fOrtharao», tiw loes training la ragardad aa a coanereial actirity, thè 
lees oc^etiti»ly it la llkaly to be ampliad, and tho laaa inclinad esport 
eradit agencies «ili ba to traat it o d » par with ottar exporta.

It ia inportant to raoognisa tha diatinction between aid polioy and 
export oxadit polioy. Officiai export eradit apper«ra aa aid in aoaa 
atatiatioal aariaa and ia aeen by a few esportine eooatrleo, notably franca, 
aa a ehaanel for darai upaant a* aia tanca. In practica it effeete a tranciar 
frea a deralopod to a derelopiog country, and, unlike ccaaarcial eradit, 
ita tema ara aora facvonrable for poozar eoantriaa though thay ara hlghar 
eradit riaka. Bonetheleu, obero» aid polioy ia direeted, albait iaparfactly, 
to thè naada of dareloping ooontrlaa, esport eradit polioy aiaa to adranoa 
tha intazaata of tha asportine ooontry by prenotine ita apporta. Boyara* 
intaraata ara giran a lo« priori ty and tha polioy ehangea «hioh oeeor ara 
usoally a raaponaa to pxaaaora fren asporta». Daraloping ooontrlaa ahonld, 
aa thay bava in tha paat, a»rt infloanoa throogb esporta» to brine aboat 
adjnetaants to polioy «hioh thay oanaider daainhla bot thay ahonld ciao 
aake thair inozaaaiag aarkat power falt no» diraotly.

labori eradit aganoiee a »  by nato» conservati» and aonatinaa opa»ta 
by nlaa of thonb «hioh «a» aatahliahad ondar diffarant olro— tanoaa Aran 
thoaa prarailing boday. Barly an thair Ametion «aa to export eradit 
adranced by an esportar (anppliar eradit). Many etili p»far to deal eolely 
with tha asportar and a bank noninatad by hla thoogh, aspaoially in tha oaaa 
of long-te» oradit, aoofa asport eradit ia nov advanoad by a bank diraotly 
to thè boyar (boyar oradit). 4 daraloping ooontry ahonld «ben appropriate 
inaist that aa asport eradit aganoy aeoept tha bank «hioh it nonlnatea. 
fhia «oold halp to anao» that finanoa «aa amagad in a way that ani ted 
tha boyar and «oold gl» tha boyar aeoaaa to thè eort of adrioa diaooaaad 
abo». It «oold aleo aake asport oradit agcneiee no» responsi» to tha 
intanate of de»loplng ooontrlaa in setting thair polioy prioritiee.
Utile boya» «oold ba»fit gancnlly Araa baiag diraotly rep»eented in 
nogotiationa with osport oradit aganoiee by aa intemational bank with 
»leraat esperti», thia «oold ba of partieolar mina la diffioult and 
onfanillar typas of oradit anoh aa finane lag of training.

la «all aa oaiag tha la»nga at thair disposai to persuade export 
oradit agtbotltles to taha no» aeooont of thair ocnoorns, lnportlng 
ooontrlaa ehoold taka aotion to allerlate tho app»hansiona whioh oootribnto
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to the guarded attitude of those authorities towards financing of training* 
9 »  relatively high risk attributed to training deriTes in part iron the 
faot that historically training was included in capital goods exports alnost 
as an afterthought and still is often only suaaarlly covered in contracts. 
Particular difficulties haws arisen froa perfornanoe bonds which sons 
developing oountrisa are thought to have abased by setting unreasonable 
standards for the results of training. TO avoid probleas the training 
olauses of oantraeta should be drafted in greater detail, specifying pre
cisely what the supplier is to accomplish and providing for resort to 
arbitration if this becones the subject of dispute, i clearer appreciation 
of what training involves, advocated above, would also help.

inother reservation that export credit agencies have about training is 
that it generates very little esployaent in the donsstio eeonouy. Training 
oan, however, help secure export orders which do generate eaployeent. It 
also has a high added value and earns foreign exchange. Most important at 
a tine when world trade is in a serious reoession, training is a produet 
for which demand is growing. Developing countries and the fines that supply 
training should endeavour to convince export credit agencies that financing 
of training is an area in which they can assist in creating new business, 
rather than merely winning orders from competitors, and so carry out the 
Auction for which they were originally intended.
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