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THE ROLE OF EXPORT CREDIT AGENCIES IN THE STATE'S TRADE
POLICY FINANCIAL INSTRUMENTS SYSTEM

Abstract. In the current context export crediting, insurance and guarantee of export credits as state stimulation
financial methods of export production have become an organic part of the states’ foreign trade policy realization
mechanism. Providing state guarantees for an export credit is in many cases a primary condition for obtaining it.
Therefore, the importance of state insurance in foreign trade is constantly growing, which, in turn, increases the
reliability and efficiency of export operations. Export credit agencies are a highly effective institutional mechanism of
state promoting policy.

The main advantages and disadvantages of export credit agencies are analyzed. Models of export financing are
offered and the cost with the involvement of the export credit agency is indicated. Taking into account foreign
experience, the main factors hindering the process of forming an effective system of state financial support for exports
are identified and the feasibility of creating a specialized institution to support export activities in Ukraine is justified.
After all, with the development of market relations and integration into the European economic space, characterized by
the intensity of foreign trade, which is manifested in increasing the number and volume of export and import
operations, there is a need to identify and study new economic mechanisms of financial support.

Keywords: export credit agencies, banking credit, export credit, state trade policy, export stimulation, promoting
policy.
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POJIb OKCIIOPTHBIX KPEJUTHBIX ATEHCTB B CUCTEME ®UHAHCOBbIX
HUHCTPYMEHTOB TOPTOBOM MOJIMTAUKU TOCYJIAPCTBA

AHHOTAaUMs. B HBIHEIIHHMX YCIOBHAX OSKCIIOPTHOE KPEIHTOBAHWE, CTPAXOBAaHWE W TapaHTUS SKCIOPTHBIX
KPEANUTOB KaKk ()MHAHCOBBIE METOABI TOCYAAPCTBEHHOTO CTUMYJIMPOBAHHS SKCIIOPTA MPOIYKIHMH CTAM OPraHMYecKOi
YacThI0 MEXaHHW3Ma pealM3alMi BHEIIHETOPrOBOH MOJHMTHKU rocymapcrsa. [IpemocTaBieHHe TrocyaapCTBEHHBIX
TapaHTHH [0 SKCIIOPTHOMY KPEIUTY BO MHOTHX CIIy4asX SBJISCTCS OCHOBHBIM YCIIOBHEM ero noxydeHus. [lostomy
3HaYEHHE TOCYIapCTBEHHOT'O CTPaxOBaHMs BO BHELIHEH TOPTOBIIE MOCTOSHHO PACTET, YTO, B CBOIO OYEPE/Ib, OBBIIIAET
HaJeKHOCTb W 9(QEKTHBHOCTb  OKCIIOPTHBIX  ONEpaldil. OKCIOPTHO-KPEIUTHBIE  arcHTCTBA  SIBIISIFOTCS
BBICOKOA()(PEKTHBHBIM HHCTHUTYLHOHAJIBHBIM MEXaHH3MOM I'OCYAapPCTBEHHOMN MOJIMTUKH COJICHCTBHSI.

[Tpoananu3MpoBaHbl OCHOBHBIE MPEUMYIECTBA M HEJOCTATKU SKCHOPTHBIX KPEOUTHBIX areHTCTB. [IpeioxeHs
MOJIETIH 3KCIIOPTHOTO (DMHAHCHPOBAHUS M YKa3aHa CTOMMOCTH C IPHUBJICUYCHUEM DKCIIOPTHOTO KPEIAUTHOTO areHTCTBA.
C yueToM 3apyOe)KHOTO OIBITa OIPEAETICHbl OCHOBHBIC (DaKTOPBI, CAEPKHMBAIOIIUE IPOIECC (OPMUPOBAHUS
9 (EKTUBHON CHCTEMBI T'OCYJApCTBEHHOH (UHAHCOBOW MOAICPKKH DKCIOPTa, M OOOCHOBaHA IeIecO00pPasHOCTH
CO3JIaHMs CIICIMATTM3UPOBAHHOIO MHCTUTYTA ITOJJNCPIKKH SKCIIOPTHOM NEeSITENbHOCTH B YKpauHe. Benp ¢ pasButieM
PBIHOYHBIX OTHOIICHWII M HWHTErpallil B EBPONEHCKOE HKOHOMHYECKOE MPOCTPAHCTBO, XapaKTEPH3YHOLIMMCS
MHTCHCHBHOCTBIO BHELIHEH TOPIOBIH, KOTOpas MPOSBIACTCS B YBEIMYCHUH KOJIHMYECTBA U OOBEMOB HKCIIOPTHO-
UMIIOPTHBIX OICpalii, BO3HHKACT HEOOXOAUMOCTb BBIBICHHS M HM3YYCHHUS HOBBIX IKOHOMHYECKHX MEXaHH3MbI
(bMHAHCOBOI1 MOIEPIKKH.

KnioueBble cioBa: OSKCHOPTHO-KPEAWTHBIE AarcHTCTBA, OAHKOBCKUN  KPEOUT, OKCIOPTHBIA  KPEAHT,
roCyAapCTBEHHAs TOProBas IOJUTUKA, CTUMYJIMPOBAHUE YKCIIOPTA, IIOJIUTUKA COACUCTBUSL.
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POJIb EKCIIOPTHUX KPEJUTHUX ATEHTCTB B CUCTEMI ®IHAHCOBHUX
THCTPYMEHTIB TOPT'OBEJIbHOI ITOJIITUKH JTEPKABH

AHoTanig. Y cy4acHHX yMOBaxX €KCIOPTHE KpPEeIUTYBAaHHS, CTPaXyBaHHS Ta TapaHTisl eKCIIOPTHUX KPEIMTIB SIK
(hiHaHCOBI METOAM JEPKABHOTO CTUMYJIOBAHHS EKCIIOPTY TNPOAYKIII CTaad OPraHiyHOI YACTHHOK MeXaHi3My
peastizaiii 30BHIIIHBOTOPTOBEJILHOT TOMNITHKK JiepkaBu. HanaHHs JepKaBHUX TapaHTid 1O eKCIIOPTHUM KPEIUTOM y
6araTb0X BHIAJIKaX € OCHOBHOIO YMOBOIO HOTO OTpUMAaHHSA. TOMy 3HAa4eHHS JEp)KaBHOTO CTpaxyBaHHS y 30BHIIIHII
TOPTiBIIi TOCTIMHO 3pOCTa€, IO, B CBOIO HYEPry, IMiJBUINYE HAMIAHICTh 1 €()EeKTHBHICTh EKCHOPTHUX OIEepamii.
EKCHOpPTHO-KpeINTHI areHTCTBa € BUCOKOC(PEKTHBHUM IHCTHTYHIOHAJHHUM MEXaHI3MOM JIePKaBHOI ITOJITHKH
CHPUSIHHSI.

Meroto naHoi poOOTH € JOCHiANTH MeXaHi3M (YHKIIOHYBAaHHS €KCIIOPTHO-KPEIUTHUX areHTCTB, IPOaHaTi3yBaTh
TEOPETHYHI OCHOBHM Ta NPAKTUYHI acleKTH OCHOBHHX TEHAEHILIN iX PO3BUTKY M BHIUINTH NEPCIIEKTHBA BUKOPHCTAHHS
€KCIIOPTHO-KPETUTHUX areHTCTB, K IHCTPYMEHTIB TOPrOBEJILHOI IOJIITHKHU JI€PKaBH.

3a pesynbTaTaMu JIOCIDKEHHS, OYJIO BHSBIEHO, IO Y TpOIEci CBOEI IISUIBHOCTI EKCIOPTHO-KPEIUTHUMHU
areHTCTBaMH CTBOPIOETHCS BIACHUN MEXaHi3M (YHKIIOHyBaHHS, 110 TIEPETBOPIOE iX Ha OJUH 3 HAHOUTBII ePEeKTUBHIX
(hiHaHCOBHMX IHCTPYMEHTIB CTUMYJIIOBaHHS €KCIIOPTY.

Sk BHCHOBOK Hamoi poOOTH, IPOAHATI30BAHO OCHOBHI II€peBard EKCIIOPTHUX KPEAWTHUX AareHTCTB.
3anporoHOBaHO MOJeNi eKCHOPTHOTO (iHAHCYBAaHHS 1 BKa3aHa BapTiCTh 13 3aJyYEHHSM EKCIOPTHOTO KPEIUTHOTO
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areHTcTBa. 3 ypaxyBaHHAM 3apyOiKHOTO JOCBiTy BU3HAYEHO OCHOBHI YMHHHKH, IO CTPUMYIOTH TIporiec (OpMyBaHHS
e(peKTHBHOI CHUCTEMH JAep:KaBHOI (IHAHCOBOI MIATPHUMKH EKCIIOPTY, i OOIPYHTOBAaHO [OLIJIBHICTE CTBOPECHHS
CIIETiaJ1i30BaHOTO IHCTUTYTY MiATPUMKHN EKCIIOPTHOI AiSIIFHOCTI B YKpaiHi.

Ki11040Bi ci10Ba: eKCIIOPTHO-KPEANTHI areHTCTBa, OaHKIBCHKUN KPEIUT, eKCTIOPTHHH KPEANT, Iep>KaBHAa TOProBa
HOJIITHKA, CTUMYJIFOBAaHHS €KCIIOPTY, HOJIITHKA CIIPHSHHS.

Formulation of the problem. The dynamic economic development of any country is possible only
with its active economic activity in foreign markets. One of the important factors of economic development
is efficient exports, the strategic role of which is that it, based on the realization of competitive advantages,
expands the boundaries of trade, provides additional income, and increase national income. For companies
that are morally and technically ready to export, the last hurdle is the lack of money. International financial
institutions do not always want to invest in companies for fear of regulatory risks, local banks, in turn, suffer
from a lack of funds or offer financing on extremely unfavorable terms - short-term lending and high-
interest rates. In this regard, we consider the key solution to this problem to finance exports through export
credit agencies. The relevance of the study is due to the need to increase the competitiveness of domestic
goods for further integration into the world economy.

The analysis of researches and publications. Despite some novelty in the activities of export credit
agencies, in recent decades there have been a number of works on the functioning of this type of economic
entity. The vast majority of this applies to Western classics of economic thought, in particular, K. Wright
[2], R. Short [1], but it is also impossible to miss the contribution of Ukrainian classics, in particular - V.
Lomiychuk [7], J. Belinska [4], V. Sidyachenko [9]. However, despite the significant degree of research of
the problem, we consider the definition of the features and role of the export credit agency as a specialized
institution of financial support for exports, as well as the analysis of the benefits of activities based on
foreign experience to be insufficiently covered.

The purpose of the work. The purpose of the article is to clarify the essence and main functions of
export credit agencies as a financial mechanism for export promotion, as well as to determine on the basis of
foreign experience the basic principles of integration of export credit agencies into the state export
promotion system in Ukraine.

Presentation of the main research material. State lending to exporters is a mechanism for regulating
foreign trade, which provides financial incentives for the development of exports of domestic producers.
Such a mechanism of state encouragement of export production and export under modern conditions has
become an organic part of the mechanism of state foreign trade policy implementation. An important place
in lending to exporters belongs to direct government lending to international trade transactions, as well as
various means of supporting private lending.

Given the trends in world trade, methods of stimulating exports do not remain unchanged and are
constantly improving, focusing on market self-regulation. The peculiarity of the formation of the modern
export promotion policy is that it involves the simultaneous use of measures aimed at encouraging the
development of exports at all stages.

Within export financing, the most common practice is to provide export credits, often through
government or semi-government organizations, as well as through guarantees and sureties from
governments. Export credits are often seen as a hidden export subsidy aimed at financially stimulating the
exports of domestic producers.

The essence of export lending is to provide temporary use of the exporter to the funds with the
condition of their return within a clearly defined period at a certain percentage, provided by the terms of
lending and incentives. Interest rates on export credits are generally lower than market rates, as the export
credit system is subsidized by the state. Export credit can often take the form of dumping, which can lead to
anti-dumping processes.

Among the main forms of state participation in export crediting are:

- granting direct export credits;

- refinancing of export credits provided by commercial banks;

- use of aid funds to improve the conditions of crediting export agreements;

- payment of budget subsidies in order to maintain preferential interest rates on export credits;

- insurance of export credits by providing state guarantees for them.
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The effectiveness of the use of export crediting as a financial method of regulating foreign trade
directly depends on the functioning of the system of bank lending for export activities. Moreover, all
structural elements should function in ensuring the maximum efficiency of proper credit support of
exporters in the bank lending system: the institution entrusted with the functions of organizing export
crediting, commercial banks, private and state insurance companies.

With the active use of financial methods and mechanisms to regulate foreign trade and financial
support from the government, the development of export crediting in many countries is stimulated by other
methods of encouragement, such as lowering or freezing interest rates on export credits below domestic
rates. In addition, the loan term is extended, penalty rates for late payment are reduced, the share of
financing at the expense of a soft loan is increased, and the procedure for obtaining it is facilitated and
simplified.

The main credit and financial instruments for export promotion include credits to exporters, insurance,
and export credit guarantees. The state can credit exports through the creation of budget funds, the funds of
which through specialized government or semi-government agencies - the so-called Export Credit Agencies
(ECA) are transferred to domestic exporters.

Export credit agencies are individual insurance agencies, banks, or departments of ministries that
implement state policy to support exports by insuring export political and commercial risks and providing
guarantees to ensure competitive conditions for the promotion of products/services of their companies in
international markets and stimulate and provide guarantees investment abroad [10]. Today, ESAs operate
in more than 100 countries. The most famous ECAs in the world are the French agency COFACE and the
German insurance company Euler Hermes, as well as the Export-Import Bank in the USA and Control Bank
in Austria. Financing provided by an export credit agency can be both short-term and long-term (in some
countries the loan period can be up to 15 years), and usually covers from 85% to 100% of the transaction
value. The cost of ECA funding is calculated using six key elements and averages 8-10% per annum.

The cost of Foreign bank
resources raised margin (0,5-1%0)
from a foreign bank

National bank

margin, which

depends on its
credit policy (2-3%)

Foreign bank

commission for the Commission for Insurance premium
organization of operation (4-6%)
financing and organization (0,25-
commitment to 0,5%)

provide credit (0,25%)

[ Final effective rate (8-10% per annum) ]

Fig.1. Cost of crediting with participation of ECA.
Source: [4]

Systematization of world scientific and practical achievements in the field of ESA research has allowed
us to identify the following institutional forms:
1) ECA as a government agency within the government department;
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Among OECD countries, only the United Kingdom and Switzerland use this ECA model.
developing countries, export credit services are provided through a central bank or ministries of trade or

industry, a corporation, or a state-owned agency.
2) ECA as a private institution acting as a government agent;

In some countries, the government enters into an agreement with a private company, such as COFACE
in France, Euler Hermes in Germany, ATRADIUS in the Netherlands. The selected company conducts an
initial risk analysis and proposes to the government certain export support strategies.

company is an agent of the government, all risks are borne by the state.
3) ECA as a purely private company.
As arule, their resource base is formed at the expense of own means, attracted means, and means of the

state budgets. The main products of ECA, distributed in the world financial markets are: the provision of
export credit for the purchase of goods will serve as foreign partners, financing of investment projects

abroad, export guarantee insurance and export credits, insurance of private investments abroad.

|

EXPORT CREDIT AGENCIES

|

[ Private ]

Euler Hermes, Germany
Atradius, The Netherlands
Insurance company
Foreign Trade (Coface),
France

/

[ State

]

/ Export-import bank

(Eximbank), USA
Japanese insurance
company Export and
Investment (NEXI)
Export Credits Guarantee
Department (ECGD),
United Kingdom
Chinese export insurance
Sinosure Agency

.

~

/

Fig.2. Type and examples of the export credit agencies.

Source:[5]

In some

When a private

[ Mixed

|

(SBCE), Brazil
Compaiiia Espafiola de
Seguros de Crédito a la
Exportacion (CESCE),
Spain

Swedish Export Credit
Corporation (SEK),
Sweden

Export Credit Guarantee
Company of Egypt
(ECGE), Egypt

o

Seguradora Brasileira de \
Crédito a Exportagdo S.A.

There are two main models of export financing with the involvement of an export credit agency:

1. Direct lending.

In this case, the supplier or the buyer applies to ECA, which operates in his country, with a request to

provide financing for the purchase of equipment. After that, the buyer of the equipment enters into a loan
agreement with a credit export agency, which pays money to the supplier of goods in accordance with the
terms of the agreement. Then the buyer returns the money to ECA in accordance with the terms of the loan
agreement.

2. Provision of financial guarantees.

In such a situation, ECAs provide financial guarantees to local credit and financial institutions (banks,
credit unions) that can finance the acquisition of fixed or production assets by the exporter. In this case,
ECA's financial guarantees cover from 75% to 95% of the total amount of the concluded export contract.

Their usage reduces the risks for the bank providing the financing, and also helps the recipient of
financing to enter into an agreement with the bank on more favorable terms. The buyer returns the money

146

/



PO3A1J1 V. IlinnpueMHUITBO, TOPTiBJIsI Ta Oip:koBa aisibHicTS. 1, 2021

directly to the bank that provided the financing. Thus, unlike the first model, ECA is not a direct creditor,
but a guarantor of the agreement.

The role played by ECAs in the development of international trade around the world is constantly
growing, as evidenced by the active growth of profits and scale of leading ECAs. Thus, Euler Hermes (EH)
covers risk management processes on five continents. ECA has branches and representatives in 54 countries.
Today, credit risk insurance agreements cover the supply of goods and services to 245 countries. The
company has more than 6,000 employees, serving about 52,000 customers. The company's net profit is
constantly growing and currently reaches about 500 million euros per year, and equity - 2.5 billion euros.
The successful experience of foreign ECAs clearly shows that they are not an "expensive" tool to promote
exports, which requires constant financial injections. On the contrary, they can be quite self-sustaining and
even profitable.

Canital aoods and/or services
Exporter > Buyer

Loan agreement between

Bank pays the exporter Bank buyer & bank

directly for goods/services,
out of the loan proceeds

ECA either guarantees or insures the loan, covering
a portion of the payment risk

Buyer pays ECA premium

ECA (in same country as exporter)

A

Fig.3. The way export credit agencies work.
Source: [1]

The role played by ECAs in the development of international trade around the world is constantly
growing, as evidenced by the active growth of profits and scale of leading ECAs. Thus, Euler Hermes (EH)
covers risk management processes on five continents. ECA has branches and representatives in 54 countries.
Today, credit risk insurance agreements cover the supply of goods and services to 245 countries. The
company has more than 6,000 employees, serving about 52,000 customers. The company's net profit is
constantly growing and currently reaches about 500 million euros per year, and equity - 2.5 billion euros.
The successful experience of foreign ECAs clearly shows that they are not an "expensive" tool to promote
exports, which requires constant financial injections. On the contrary, they can be quite self-sustaining and
even profitable.

A common feature of all ECAs is that they are guided by international rules and principles, the main of
which are enshrined in the so-called Consensus (recommendations on the granting / insurance of export
credits officially supported by the state) of member countries of the Organization for Economic Cooperation
and Development (OECD). also treaties of understanding of the Berne Union. It should be noted that the
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Berne Union was established in 1934 to provide professional support for international trade, and one of its
priorities was to develop and apply agreed terms of lending and insurance for international trade. Thus, the
relevant international rules of state support for export credit and insurance based on budgetary funds are
officially recognized (WTQO), ECA is a perfectly legal form of export support, which, unlike direct export
subsidies, will not meet resistance from the international community and will damage the country's image in
the international arena.

Attracting financing for exports through ECA is beneficial for both large corporations and companies in
the small and medium business sector. Among the main advantages of such financing are:

1) Low-interest rates. As a rule, ECA loan rates are much lower than the rates of commercial banks.

2) Export credit agencies help importers circumvent the restrictions in national private credit and

financing markets.

3) Exporters, in turn, receive money for the goods without delay, which has a positive effect on their

working capital.

4) ECAs finance any type of export, even one that is difficult to obtain funding from private financial

institutions.

5) Reputational risks are reduced.

Attracting financing through ECA will simplify export-import trade relations for both sellers and
buyers.

Unfortunately, Ukraine lags behind many countries in terms of state support for exports. The system of
export credit insurance with state support is not used actively enough. Such underdevelopment of the state
support system for Ukrainian exports will have a negative impact on the level of protection of domestic
exporters and may lead to a decrease in their financial stability and solvency.

The main factors hindering the process of forming an effective system of state financial support in
Ukraine are the following: imperfect legal and regulatory framework; the need for a profit account; the
complexity of the loan transaction; the need to pay insurance premiums at the expense of profits; the
complexity of the loan transaction; the need for additional warranty instruments, which are also issued in
English on the basis of foreign legislation; duration of the procedure[9].

Overcoming these obstacles should be carried out on the basis of objective changes in the geoeconomic
and geopolitical situation with the intensification of European integration processes, as well as in
accordance with international legal norms and trade rules.

The creation of ECA should be a priority for the government today. The emergence of an export credit
agency will be the strongest stimulus for the development of Ukraine's export activities, and, consequently,
the growth of our economy, and also plays a significant role in increasing the confidence of foreign
businesses and investors in Ukrainian companies.

The priority measure of state support of the country's export potential should be the adoption of the
relevant and more important active and valid Law of Ukraine "On State Financial Support of Export
Activities" and the creation of export credit agencies.

The next place should be occupied by financial and institutional support, in particular:

1) Development of a mechanism for involving branches, branches and subsidiaries of Ukrainian banks
abroad in the system of state guarantees, which will allow more active use of external financial resources for
Ukrainian exporting companies.

2) Return of interest rate or its share to Ukrainian exporters of industrial and agricultural products.

3) Improvement of the institutional base.

4) Increasing the size of state guarantees while reducing the state's share in project financing, active
involvement of external investors for financing under state guarantees.

Conclusions from the research. Export credit agencies (ECAs) were originally government agencies
charged with supporting the development of exports through the provision of export financing, as well as
various types of risk insurance or guarantees, intended to mitigate risk and thereby encourage the pursuit of
opportunities in international commerce. ECAs are acknowledged to be important contributors, often highly
expert, to the enabling of international trade. ECAs are a key resource to gather information on countries,
industries, markets of opportunities as well as challenges around the world. The role of ECAs, and the
respective services offered, help companies grow their sales volume on the international market while
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making sure to manage the risks it takes when entering the international market. Furthermore, ECAs provide
opportunities to collaborate with market players and to facilitate growth in exports.

In view of the above, we consider it necessary to urgently revise the law on the establishment of ECA
in Ukraine. Revision and amendment of the basic law will increase the annual volume of Ukrainian exports
of goods (works, services). According to expert estimates, on average, ECA's activities can provide an
additional 12% increase in the country's exports, and one additional dollar of the ECA budget - about $302
of additional exports. Ensuring the stable operation of export producers will help attract additional
investment in the real sector of the economy. The introduction of the law will create conditions for the
intensification of export activities of domestic enterprises, which will lead to GDP growth, the number of
jobs (for example, the results of the German ECA "Euler Hermes" created 240 thousand working places)
and income, as well as budget revenues basic taxes and fees.
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