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INTERVIEW 

International Rivalry in Export Conditions 
The German System of Export Financing 

In 1966 exports of the Federal Re- 
public of Germany increased by 
12.5~ However, the short-term 
successes should not be overesti- 
mated as seen from micro- and 
macro economic aspects. Quite a 
few of the additional exports are 
only of a short-term nature. They 
mainly served the maintenance of 
the employment level and often had 
no profit margin worth mentioning. 
Long-term growth incentives are, 
therefore, quite improbable as a 
result of these export increases. 

Export Aid Necessary 

Apart from the fact that export 
business demands profound experi- 
ences and a subtile knowledge of 
the world market, there is the ad- 
ditional handicap for many enter- 
prises in the Federal Republic of 
Germany that just the economical- 
ly relevant investment business re- 
quires sufficient capital of the ex- 
porting firms, for this enables the 
exporters to stand through the 
credit periods obligatory vis-&-vis 
the buyers. But even big enter- 
prises and concerns--the Krupp 
case has shown this--are hardly 
in a position to extend their ex- 
port volume due to high interest 
burdens and long-term capital en- 
gagement. For this reason in all im- 
portant trading nations govern- 
ment measures to facilitate medium 
and long-term export financing 
have been introduced. 

In the Federal Republic govern- 
ment export financing as part of 
government export promotion is ex- 
ecuted by two institutes: the Kre- 
ditanstalt fiir Wiederaufbau (KfW: 
Reconstruction Loan Corporation) 
and the Ausfuhrkredit-Aktienge- 
sellschaft (AKA: Export Credit 
Company) both having their seats 
in Frankfurt/Main. The KfW was 

founded in 1948. Initially, it was 
merely designed to reconstruct the 
German economy. Since 195l it has 
been pursuing export financing and 
since 1961 also the so-called "de- 
velopment business' ,  i.e. the grant- 
ing of tied and untied finance cred- 
its. The institution grants credits 
to German exporters as well as to 
foreign importers, and this in tied 
and untied form. 

The exporters are granted cred- 
its only indirectly via their banks, 
which turn to the KfW and there 
become principal debtors. The 
exporter is debtor of the bank. As 
a rule the KfW undertakes financ- 
ing after a credit has been granted 
by the AKA (follow-up fi- 
nancing or redemption financing). 
Parallel financing--parallel to 

AKA credit granting--the credit 
institute may carry through in 

special cases only. The institute's 

business is directed by a board of 
directors getting its instructions by 
an administrative council. The chair- 
man of the latter and his repre- 
sentative are appointed by the 
Federal government. Besides this 
several Federal ministers, members 
of the Bundesrat, of the Bundes- 
bank and the commercial banks, re- 
presentatives of the industry, the 

trade unions, etc., are members of 

the council. The administrative 

council decides on acceptance or 

refusal of the parallel financing. 

The AKA is a consortial bank of 
leading German state-owned, re- 
gional, local and commercial 
banks, as well as some private 
banks, which made available the 
funds for export financing in the 
Ceiling A. Early in 1952 the Federal 
government entrusted fiduciarily 
to the institution also the Ceiling 

B--up to then administered by the 
KfW. It finances the production 
period as well as the credit period 
(temporary financing), and grants 
credits only directly to the ex- 
porters. Credits are granted in such 
a form that the AKA supplies the 
funds of the Ceiling A to the ex- 
porter; in this case credit periods 
of up to eight years are possible. 
However, credits from the B-Ceil- 
ing are given indirectly to the ex- 
porters via credit institutes. Here it 
is a pre-condition that these are 
transactions with developing coun- 
tries. The execution of the business 
is done by the board of directors. 

Exporters who want to raise a 
credit from the AKA have to fur- 
nish evidence of a guarantee for 
their export transaction as being 
granted by the HERMES export 
credit insurance. This is necessary 
for all credits running for more 
than 24 months. HERMES as proxy 
of the Federal Republic is in charge 
of export credit insurance business. 
Thus the institutional connection 
between export financing and ex- 
port credit insurance in the Federal 
Republic is clearly evident. For 
enterprises engaged in the export 
business the co-existence of in- 
stitutions increases the already 
high administrative costs. 

Cyclical Influence 

It is characteristic of the system 
of export financing being in force 
in the Federal Republic that the 
individual transaction fund, i.e. the 
ceilings available for the allocation 

of credits, is highly dependent on 
the monetary and credit policy of 

the Deutsche Bundesbank. Apart 
from the general repercussions of 
the central bank policy on the 
money and capital market it is an 
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important factor that the consortial 
banks have to secure refinancing 
in case they want to raise the Ceil- 
ing A. Willingness to do so de- 
pends on whether it is probable 
that the Bundesbank declares the 
funds to be raised suitable for 
loans. As the cyclical situation de- 
cisive for this may change rather 
rapidly the German export financ- 
ing system is extremely uncertain, 
a fact which may impede a long- 
term continuous policy. 

Export financing is a permanent 
problem of German foreign trade 
policy. There is little accord be- 
tween industry, on the one hand, 
and the Government's economic 
policy, on the other. This is clearly 
shown in the following interview. 
The banks, however, hold a more 
or less medium position between 
these antipodes. The discussion be- 
tween INTERECONOMICS* and 
the banker Alwin Mfinchmeyer 
about these problems took place 

at a time when opinions were 

voiced pointing to the disadvan- 

tageous impacts of the new balance 

of trade surplusses--and simulta- 
neously of the export promotion 

policy. These voices are certainly 
not without foundation. But the 
numerous measures in other trad- 
ing nations are forcing the F'ederal 
Republic to participate in the inter- 
national competition for improved 

promotion conditions, schi. 

Interview with Alwin H. MLinchmeyer, Hamburg 

QUESTION: Herr Miinchmeyer, 
in recent years practically every 
country has endeavoured to main- 
tain or expand its world trade po- 
sition by stepping up its export 
promotion measures, mainly in 
connection with the insurance and 
financing of export deliveries. Can 
this competition over credit condi- 
tions be influenced by interna- 
tional regulation of conditions? 

ANSWER: You know that I am 
unhappy about the international 
competition in credit conditions and 
particularly in credit periods. The 
significance of the original factors 
of competition--price, quality and 
delivery d~tes--i,s dwindling in 
comparison with this new factor. 
Hitherto all attempts to regularise 
the position between the main ex- 
porting countries have more or 
less failed. For a certain ,~ime the 
Berne Union acted as a brake. But 

the five year period set as a ceil- 
ing by the latter has now more 
or less fallen into disuse. Longer 
terms are granted. Each country 
is attempting to outbid the others. 
Until the position is regularised, 
we, in the Federal Republic of Ger- 
many, are unfortunately forcedto go 
along with this and try to keep up. 

QUESTION: Is the German sys- 

tem of export credit insurance and 

financing--which Minister Schiller 
recently said could not be faulted 
--sufficiently well organised to 
meet the demands of international 

competition? 

*) The interview was ar ranged b y  Gerhard 
Schildmann and Dietrich Kebschull. 

ANSWER: I find this view stated 
by the Federal Minister for Eco- 
nomic Affairs somewhat surprising. 
There are many points where im- 
provements could be made. With 
regard to insurance, I feel there 
are still very important and essen- 
tial points where improvement is 
desirable: I am thinking, for in- 
stance, of the matter of the so- 
called 'protective default', i.e. when 
compensation becomes payable be- 
cause the customer in the purchas- 
ing country defaults over the 
agreed payment. According to the 
regulations in force, we have to 
prove that the customer is prac- 
tically unable to pay. In contrast 
to other countries, however, non- 
payment is not sufficient. This reg- 
ulation should be amended in the 
interests of exporters. It is extra- 
ordinarily difficult to prove inabili- 
ty to pay, particularly in develop- 
ing countries. The amount of the 
insurer's personal risk should also 

be mentioned. Particularly where 
there are political risks to be 
covered this personal risk should 
be considerably lower. Naturally, 
we also have wishes about the 
volume of charges, since these are 
undoubtedly higher here than in 
most of our competitor countries. 
On the other hand, the HERMES- 
Kreditversicherung states that we 
are not forced to make proposals, 
i.e. we do not have to insure all 
transactions but only those which 
we think really must be insured. 
Because of the high incidence of 
compensation payments on this 
type of insurance, the premiums 
would therefore have to be higher. 
I think this is a poir~t which will 

require a great deal more discus- 

sion before a satisfactory solution 

can be reached. 

On financing, I should like to 

say that in the second half of 1966 
and the first months of this year  

A L W I N  H. M O N C H M E Y E R  
is an important personality in banking and insurance business 
and a prominent figure in public affairs. After a commercial educa- 
tion and extended residence abroad, Mfinchmeyer, born in Ham- 
burg on March 19, 1908, became partner of the well-established 
banking house Miinchmeyer & Co in 1937. He holds numerous 
high positions in associations, organisations and consultative 
gremiums. Among others he is chairman of the Foreign Trade 
Advisory Board of the Federal Minister of Economics and hon- 
orary president of the "Standing Conference of the Chamber of 
Industry and Commerce in the EEC countries". Moreover, he is 
chairman or ranking member of various supervisory boards of 
banks, insurance companies and industrial enterprises. 
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o/tce 

ELBSCHLOSS 

always 

ELBSCHLOSS 
ELBSCHLOSS-BRAUEREI, HAMBURG 

we h a v e  b e e n  v e r y  much handi -  
capped  because  of h igh  in te res t  
rates .  The  s i tua t ion  has  now im- 
proved,  bu t  e v e n  today  our  in te res t  

ra tes  a re  sti l l  h i g h e r  t h a n  in com- 
pe t i to r  countr ies .  W e  canno t  
match ra tes  of 4'/~~ or 51/z~ 
which are no rma l  in  France  and  
England,  in spi te  of inc reased  funds 
u n d e r  AKA's  a d v a n t a g e o u s  Ceil- 
ing B. Even  in a d v a n t a g e o u s  cases, 
because  of t he  i n d e p e n d e n t  f inanc- 
ing of the  insurer ' s  pe r sona l  risk, 
the  in te res t  r a t e  c a n n o t  b e  lower  
t han  7 ~ 

QUESTION: The  v o l u m e  of ex- 
por t  c red i t  f inance  funds  is f ixed 
b y  a ceiling. W h a t  is the  signifi- 
cance  of this  cei l ing a r r angem en t ?  

ANSWER: Its s igni f icance  is 
s imply  tha t  the  funds  come from 
dif ferent  sources.  Cor responding ly ,  
the  va r ious  cei l ings  h a v e  di f ferent  
in te res t  r a t e  condi t ions .  Cei l ing B 
is the  cheapest ,  the  funds  for which 
are  suppl ied  b y  the  Bundesbank .  
Funds  for Cei l ing A are  suppl ied  
exc lus ive ly  by  banks .  These  a re  
more  e x p e n s i v e  becaus e  the  m o n e y  
m a r k e t  does  no t  ye t  pe rmi t  low 
in te res t  rates .  The  p r o j e c t e d - - b u t  
not  ye t  i m p l e m e n t e d - - C e i l i n g  C for 
credi ts  to purchasers  ab road  is to 
be  f inanced  in par t  b y  inves t ing  
inst i tut ions,  which could make  such 
monies  ava i l ab le  if the  Bundesauf-  
s ichtsamt (Federal  Inspectors)  con- 
s iders  them able  to  f ind col lateral .  
This pe rmis s ion  to u n d e r w r i t e  in- 
su rance  can  on ly  be  g iven  w h e n  
the re  is an  abs t rac t  g u a r a n t e e  from 
the  Republic.  In this  case, the  
g u a r a n t e e  which the  HERMES-Ver- 
s icherung has  had  h i the r to  is not  

sufficient.  Cei l ing C would  m e a n  
a g rea t  i m p r o v e m e n t  for expor ters .  
M a n y  firms c a n n o t  accep t  any  
fur ther  inf la t ion  of the i r  ba lances .  
I ce r t a in ly  hope  t ha t  i t  wil l  soon  
b e c o m e  poss ib le  to pu t  Cei l ing C 
into prac t ica l  imp lemen ta t ion ;  so 
far it has  no t  b e e n  feas ible  because  
of the  h igh  in te res t  ra tes  which 
were  cu r ren t  on  the  capi ta l  market .  

QUESTION: So the  vo lume  of 
cei l ing funds  depends  ma in ly  upon  
the i r  avai labi lgty and  n o t - - a s  migh t  
be  a s s u m e d - - u p o n  the  expor t  re- 
qu i r emen t s  of the  overa l l  econ-  
omy? 

ANSWER: In principle,  the  to ta l  
vo lume  of the  cei l ing should  b e  
re la ted  to the  v o l u m e  of exports .  
Obv ious ly  this  has  no t  a lways  b e e n  
the  case in the  past .  It was, how- 
ever,  ye t  poss ib le  to ra ise  addi- 
t ional  f inance  from o the r  domest ic  
and  foreign sources.  

QUESTION: W o u l d  it not  b e  
more  exped ien t  to c rea te  a un i form 
cei l ing for all expor t  t r ansac t ions  
so as to m a k e  it  s impler  for the  
expor te r  to f inance  them? 

ANSWER: I do not  see  how tha t  
could be  done.  Ne i the r  the  Bundes-  
b a n k  nor  o the r  banks  would  be  
p r epa red  to accept  the  whole  
b u r d e n  of f inanc ing  this. Nor  can  
fore ign sources  of f inance  used  b y  
some expor te rs  be  t h r o w n  into one  
pot  l ike  that .  This  is w h y  I th ink  a 
un i fo rm cei l ing is impossible .  I 
mus t  also say  tha t  we should  not  
be  all t ha t  h a p p y  abou t  it, nor  do 
I th ink  it would  be  a n y  grea t  im- 
p rovement .  A t  p re sen t  I k n o w  ex- 
ac t ly  w h a t  funds I can  get  u n d e r  

Cei l ing B, h o w  much from Cei l ing  
A and  wha t  I mus t  ra i se  e l sewhere .  
On this  bas is  I can  t hen  compu te  
m y  compos i te  in te res t  and  from 
tha t  I can  ca lcu la te  m y  expor t  
t ransac t ions .  

QUESTION: But does  th is  ce i l ing  
a r r a n g e m e n t  not  inh ib i t  t he  ex- 
pans ion  of expor t  bus iness?  Is i t  
no t  t rue  tha t  a n u m b e r  of t r ansac -  
t ions  fall t h rough  because  the  ceil-  
ings  in force for a ce r t a in  per iod  
h a v e  a l r eady  b e e n  reached? 

ANSWER: I t h ink  m a n y  expor t  
t r ansac t ions  h a v e  fa l len  t h r o u g h  in 
the  pas t  because  of the i r  cost  or 
b e c a u s e  t hey  w e r e  re fused  a HER- 
MES g u a r a n t e e  or e v e n  because  
the  expor te r ' s  own  b a l a n c e  could  
not  s tand  fu r the r  inf la t ion,  bu t  I do 
no t  be l i eve  t ha t  a n y  g e n u i n e  t r ans -  
ac t ion  ha s  eve r  fa l len  t h r o u g h  be-  
cause  of insuff ic ient  sources  of 
f inance.  

QUESTION: In te res t  ra tes  for ex-  
por t  credi ts  are, as a rule,  lower  
t h a n  normal  m a r k e t  in t e res t  rates ,  
whi l s t  be ing  l inked,  in  a ce r t a in  
way,  wi th  the  b a n k  rate .  Do you  
cons ider  this  to b e  a sens ib le  ar- 
r a n g e m e n t ?  

ANSWER: Natura l ly ,  in the  in- 
te res ts  of the  expor t  t rade,  we  
should  we lcome  a f ixed ra t e  of 
in te res t  for f inanc ing  exports ,  no t  
l i n k e d - - a s  in  F r a n c e - - t o  the  b a n k  
rate,  s ince  doubt less  th is  wou ld  
e l imina te  one  g rea t  compe t i t ive  
d i sadvan tage .  Na tu ra l l y  I c a n n o t  
p red ic t  w h a t  th ings  will  b e  l ike  in 
the  future,  w h e n  in te res t  r a t e s  
h a v e  b e e n  freed. But I can  h a r d l y  
imagine  tha t  b a n k s  are  able  to 
g ran t  expor te rs  f ixed in te res t  ra tes  
for yea r s  a h e a d  f o r - - a f t e r  a l l - - i n  
ra i s ing  m o n e y  t h e y  h a v e  to accom- 
moda te  t h e m s e l v e s  to f luc tua t ing  
m a r k e t  prices.  

QUESTION: Does this  m e a n  t ha t  
you  h a v e  r e se rva t i ons  abou t  the  
p lan  of you r  col league,  Her r  Abs,  
which env i sages  low in te res t  ra tes  
for expor t  t r ansac t ions ,  f ixed for 
a c e r t a i n  per iod?  

ANSWER: No, I h a v e  no  objec-  
t ions to this  proposal .  Her r  Abs  
is not  p ropos ing  tha t  the  banks  
should  u n d e r t a k e  to f inance  such 
t r ansac t ions  at  a f ixed in te res t  rate.  
He env i sages  tha t  the  B u n d e s b a n k  
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or a publ ic  ins t i tu t ion  ye t  to be  
set  u p - - s i n c e  the  Federa l  Bank  
Law does  not  pe rmi t  a dua l  b a n k  
r a t e - - s h o u l d  g ran t  t he  expo r t e r  
this  f ixed ra t e  of in teres t .  I am in 
comple te  a g r e e m e n t  w i t h  He r r  Abs :  
it is ce r t a in ly  des i rab le  t ha t  the  
expor t  t r ade  should  be  g ran ted  a 
low ra te  of interest ,  e v e n  lower  
t h a n  the  m a r k e t  rate.  

QUESTION: Besides offer ing 
lower  in te res t  rates ,  the  ma in  com- 
pe t i t ion  o v e r  condi t ions  is by  
g ran t ing  longer  r e p a y m e n t  terms. 
Do you  cons ider  it sens ib le  to fix 
a m a x i m u m  t ime l imit  of f ive yea r s  
- - a s  in  t he  Berne  Union?  

ANSWER: In pr inciple ,  a ce r ta in  
t ime  res t r ic t ion  is a lways  neces-  
sa ry  for capi ta l  goods. The  cus- 
tomer  canno t  pay  cash  immedia te-  
ly  bu t  mus t  f irst  e a rn  wi th  his  in- 
v e s t m e n t  the  m o n e y  to mee t  h is  
obl igat ions.  If th is  t e rm is calcu- 
la ted  on  a p rope r  economic  basis,  
i t  is imposs ib le  to lay  down  a 
m a x i m u m  pe r iod  of f ive years .  In 
ce r t a in  cases  it migh t  be  p roper  to 
g ran t  t e rms  of e ight  years .  But  in 
a case  w h e r e  t h e  economic  or  
commerc ia l  condi t ions  we re  such 
t ha t  the  c redi t  t e rms  should  be  
l imi ted to th ree  years ,  it would  be  
u n r e a s o n a b l e  to g ran t  f ive yea r s  
or  more.  

QUESTION: But t ha t  is jus t  w h a t  
happens  in i n t e rna t iona l  compet i -  
tion. If a G e r m a n  e n t r e p r e n e u r  
does  no t  offer t e rms  at  l eas t  equa l  
to those  of this  fore ign  compet i tor ,  
h e  is out  of business .  How can  
this  be  avo ided?  

ANSWER: In such cases an at- 
tempt would have to be made to 
place  some k ind  of res t r i c t ion  upon  
terms, outs ide  the  marke t ,  b y  reg-  

u la t ions  b e t w e e n  the  ma jo r  ex- 
por t ing  countr ies .  But I fear  t ha t  
count r ies  are  becoming  less and  
less co-opera t ive  as the  u rge  to 
expor t  becomes  more  in tense .  You 
h a v e  on ly  to look  8.t t he  ba lance -  
o f -payments  diff icult ies in the  USA, 
in England  or in  France,  w h e r e  
p res t ige  also p lays  its part .  I fear  
tha t  such an  a r r a n g e m e n t  is no t  
feas ible  for  t he  present .  However ,  
I am conv inced  tha t  one  day  we 
shal l  h a v e  to p a y  dear ly  for our  
u n r e a s o n a b l e  behav iour .  The  com- 
pe t i t ion  ove r  condi t ions  g ives  no 
rea l  a d v a n t a g e  to a n y o n e - n e i t h e r  
to t he  count r ies  seek ing  credit ,  
which a re  induced  b y  a t t r ac t i ve  

condi t ions  to m a k e  purchases  far 
b e y o n d  the i r  means ,  no r  to the  
c red i tor  countr ies ,  which wil l  one  
day  f ind t hemse lves  h a v i n g  to take  
pa r t  in  a wor ld  debt  conference .  
Once  peop le  used  to say:  "Export  
or die".  Today  peop le  seem to 
th ink :  "Export  and  let  y o u r  chil- 
d r en  d i e ' .  If t he  p re sen t  pol icy  is 
cont inued,  d i sas te r  is unavo idab le .  

QUESTION: As credi t  te rms be-  
come more  ex tended ,  en t repre -  
neu r s  a lways  w a n t  to sel l  ou t r igh t  
the  c la ims ar is ing  from expor t  
t ransac t ions .  W h a t  would  be  the  
a d v a n t a g e s  of this  a r r a n g e m e n t ?  

ANSWER: The  a d v a n t a g e s  for 
t he  expor t e r  a re  obvious.  At  the  
m o m e n t  w h e n  his de l i ve ry  has  
b e e n  comple ted  he  can  sell  out-  
r ight  the  r e m a i n d e r  of his  c l a i m - -  
which is now, in pract ice ,  on ly  a 
f inancia l  c l a im- - to  a bank,  for in- 
s tance ,  and  is thus  ab le  to  r e m o v e  
the  t r ansac t ion  f inal ly  f rom his  
books.  This  would  be  a 100~ 

purchase.  The re  is no  d i s a d v a n t a g e  

to the  exporter .  In the  Federa l  
Republic ,  howeve r ,  the  purchase  of 

such cla ims does not  come wi th in  
the  scope  of normal  b a n k i n g  busi-  
n e s s ; t h e r e  are  ce r t a in  f inance  com- 
p a n i e s - i n  Switzer land,  for in- 
s tance---which per form such t rans-  
ac t ions  a t  h igh  ra tes  of interest .  

QUESTION: And  you  are  aga ins t  
ou t r igh t  purchase  for this  reason?  

ANSWER: No, I r ecogn ise  tha t  
ou t r igh t  purchase  is a s o u n d  eco- 
nomic  objec t ive .  The expor t  t rade  
and  the  banks  are  now work ing  
t oge the r  to find a way  to m a n a g e  
this  in Germany ,  v ia  Cei l ing C, 
which wil l  achieve  ~he same ob- 
j ec t ive :  AKA will  g ran t  t he  foreign 
cus tomer  a f inanc ing  credi t  t ied  
to del ivery,  wi th  which the  cus- 
t omer  has  to mee t  his ob l iga t ions  
to the  G e r m a n  consignor .  In this  
w a y  the  l a t t e r  rece ives  his  m o n e y  
a t  once  and  can  t a k e  the  t ransac-  
t ion  off his  books.  

QUESTION: On  the  inter-minis-  
te r ia l  commit tee ,  the  expor t  t r ade  
and  the  banks  h a v e  adv i so ry  votes .  
Is i t  no t  poss ib le  for you  to effect  
t h e s e - s e e m i n g l y  jus t i f i ed - - im-  
p r o v e m e n t s  to t h e  sys tem v i a  this  
body?  

ANSWER: W e  h a v e  e x h a u s t e d  
e v e r y  poss ib i l i ty  there ,  bo th  
t h r o u g h  the  HERMES commit tee ,  
a t  AKA and  the  foreign t rade  com- 
mit tee ,  whe re  such problems  are  
discussed.  W e  h a v e  d rawn  up aide- 
m~moires,  bu t  h a v e  not  go t  mud :  
fur ther .  The  ma in  diff icul t ies  h a v e  
to do wi th  jur isdic t ion.  W e  are  
con t inua l ly  be ing  consoled  wi th  
the  coming h a r m o n i s a t i o n  of con-  
di t ions  ins ide  EEC. I canno t  say  
h o w  soon  th is  will  t ake  place.  I 
would  r a t h e r  no t  wa i t  for this  as 
we  should  prefer  to h a v e  equa l  
s t a tus  today,  r a t h e r  than  tomorrow.  

e s t a b l i s h e d  1 8 7 9  

C A R L  T I E D E M A N  
S T E V E D O R E S  
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