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financial status of the buyers have meant that these expo m i ttou 
 could be sold only on credit; but the private sector col A 

not take on such credit, due to its length and the risk thai. ii  rp 
entailed. 411t 

As a result, government-supported agencies car6ÉcD 
more and more into a principal role in the provision of segth 
credit, with terms and conditions typically of five yearskiks 
longer, and with fixed rates of interest. Because the fin 
cial package is now recognized as one of the major el 
ments to be taken into account in determining the (werern ted 
competitiVeness of offers of capital goods, ,buyers' ( le 11 
have led to an increasing emphasis by industrialized 
tries on supplying "competitive" financing. 	; ne 
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One àf the most intractable international trade issues 
over the last decade has been the question of officially 
supported export credits. Successive Summit meetings, 
including the most recent Versailles Summit, have all un-
derlined the point that there is a need for international 
agreement on this subject. Progress in achieving such 
agreement has been slow; in fact those agreements which 
have emerged have not  ,et  fully dealt with the principal 
problem — that is the distorting effect on international 
trade flows of export credits, carrying terms and conditions 
which are subsidized or concessionary. 

In this discussion, the tenn "official export credits" 
will refer to financing in support of export sales of capital 
goods and associated services. This is the fmancing that is 
provided either directly or indirectly through the actions of 
official government agencies in the country of export of the 
pods and services in question. In practice, there is a wide 
variation in the techniques used by the industrialized coun-
tries in providing this financing support, but whatever the 
techniques, their common features are that they all provide 
relatively low fixed rates of interest and relatively long 
terms — five years or above. Official export credits are 
particularly important in sales of capital goods and services 
from the industrialized world to the developing countries, 
to countries in Eastern Europe and the USSR and to a 
lesser extent in trade between industrialized countries. 

Origins of export credits 
Official export credits, according to this definition, 

have only become an important element of international 
trade since the end of World War II. It is true that a few 
countries had officiàl export credits agencies earlier than 
that, but their activities were essentially insurance-ori-
ented, aimed at providing commercial and political risk 
cover for their exports. In the past thirty-five years, there 
has been a significant growth in international trade in capi-
tal goods. A substantial part of that growth has been in 
sales to the developing world. More capital goods have 
meant more and longer credit. The chronic shortage of 
capital and foreign exchange in developing countries has 
meant that buyers in those countries have had to rely 
increasingly on credit to finance their imports of capital 
goods. The increasing size of these transactions and the 

In the fifties and sixties, as th.is international sybts; te,iills, 
came into place, the relative stability of interest rates ai  v  Icove 
modest inflation rates allowed it to continue with CO) ipital 
paratively few probleins. However, the onset of the I97i  ài t es( as_,  , -e 	„ 
introduced new elements that have successively broue _ , veil 
the whole question of export financing into internatio&`, filexity 
controversy. Without listing them in order of iinportancei, 1 [ 11 L' 7112  

of chronology, those elements included the following: ! fill rK 
- \ 	t 

1. Inflationary trends moved sharply upwards  an  er;i1 "1" 
crucially in this context, at different rates in differenttoui,; tnnl. h 

 tries. This trend has put substantial upward pressure orl l' ic  
domestic interest rates in many, but not all,industrialize "----- 

-countries. The resulting wide variation in market interes 
rates has meant that countries at the high end of the sca14r  
have had to take special action to maintain relatively loi; 
fixed rate export financing in order for their exports 1 
remain competitive. 
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