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EXPORT EXPANSION POLICIES 

The Financing of Exports in Latin America 
By Dr. Hans-Joachim Hartmann, Hamburg 

F rom fol lowing the  cons t an t ly  r epea ted  demands  
made  by  deve lop ing  count r ies  - -  which are per-  

m a n e n t l y  on the  agendas  of in t e rna t iona l  forums as 
wel l  as  be ing  f r equen t ly  re i t e ra ted  in pe r sona l  con- 
ve r sa t i on  - -  i t  becomes  appa ren t  tha t  the  inabi l i ty  
suff ic ient ly  to f inance  expor ts  from such count r ies  is 
a n  a lmost  i n su rmoun tab l e  obstacle.  This would be  
equa l ly  t r ue  of count r ies  on the  La t in -Amer ican  sub- 
cont inent .  A reso lu t ion  passed  b y  the  Board of 
Directors  of the  In t e r -Amer ican  Deve lopmen t  Bank in 
Apri l  1962, for ins tance ,  ment ions  the  "urgen t  neces-  
si ty" of c rea t ing  p roper  sys tems  lo f inance  expor ts  
from Latin Amer i ca  s ince  these  help  p romote  the  
economic  and  social  deve lopmen t  of m e m b e r  states.  

As so of ten happens ,  he re  too there  is a t e n d e n c y  to 
ove r -emphas i se  the  problems  i nvo lved  and for this 
emphas is  to be  misplaced.  However ,  the  compla in ts  
made  b y  deve lop ing  count r ies  shou ld  not  be  dis- 
missed  ent i re ly ,  par t i cu la r ly  w h e r e  indus t r ia l  prod-  
ucts  a re  involved .  Below we discuss,  and  give a 
cr i t ical  apprec ia t ion  of, the  cu r ren t  poss ibi l i t ies  of 
f inanc ing  expor t s  in this  a rea  in order  to clar i fy 
the  pos i t ion  in one  sub-sec tor  - -  Latin Amer i ca  - -  
whi l s t  p inpo in t ing  ~the rea l  p rob lems  a n d  separa t ing  
t hem from appa ren t  complicat ions.  The informat ion  
thus ob ta ined  should  also app ly  to o ther  comparab le  
d e v e l o p m e n t  areas.  

Proven Methods of Financing for Raw Materials 

Abou t  90 % of all expor ts  f rom Latin Amer i ca  are 
agr icu l tura l  p roduc ts  and  raw mater ia l s :  coffee, 
sugar,  cot ton,  bananas ,  cocoa, grains,  mea t  and  all 
the i r  by-products ,  copper,  tin, i ron ore  and  minera l  
oil - -  to men t ion  on ly  a few. The  s tudy  will  there-  
fore be  pre faced  by  a descr ip t ion of the  w ay  in which 
these  expor ts  are  f inanced.  

As 'a rule, the  Latin A m e r i c a n  expor te rs  of such 
produc ts  do not  need  to g raa t  the i r  ove r seas  custom- 
ers long periods for payment .  The g rea t  ma jo r i ty  
of sales  cont rac t s  quote  "paymen t  aga ins t  sh ipping  
documents"  or "paymen t  upon  a r r iva l  of ship at  por t  
of des t ina t ion" .  V e r y  of ten the  purchasers  open  le t te rs  
of credit,  ,against which the  expor te rs  can, in  ce r ta in  
cases,  ob ta in  advances  from domest ic  b a n k s  some 
t ime before  the  goo&s h a v e  been  shipped.  This 
mear~s tha t  - -  wi th  v e r y  few except ions  - -  the re  is 
no  "f inancing problem" in Latin A m er i ca  in connec-  
t ion wi th  the  sale  of raw mater ia ls .  On  the  o ther  
band,  f inancing problems  occur  more  f requen t ly  dur- 
ing product ion,  which m a y  las~ up to six months ,  

accord ing  to the  type  of product .  The domest ic  
p roduce r  has  to ra ise  funds  for the  purchase  of 
fer t i l isers  and  insec t ic ides  and  he  has  to p a y  the  
l abour  engaged  in the  care,  h a r v e s t i n g  and  p rocess ing  
of the  p roduc t  concerned.  Only  in a few except iona l  
cases is he  able  to do this  from his  own  resources ;  
h e  is the re fore  forced to obta in  credi t  a long t ime 
before  his  p roduc t  is e f fec t ive ly  sold. In Lat in Amer-  
ican count r ies  local  b a n k s  do not  h a v e  ava i l ab le  
f rom the i r  own resources  the  mass ive  credi t  re- 
qu i rement s  n e c e s s a r y  to f inance  the  p roduc t ion  of 
domest ic  products .  In r ecen t  yea r s  and  wi th  Sta te  
support ,  specia l  ins t i tu t ions  h a v e  b e e n  set  up, wi th  
the  par t i cu la r  a im of ass is t ing the  smal les t  producers .  
However ,  p roducer s  ob ta in  the  ma jo r  pa r t  of the  
funds needed  to f inance  p roduc t ion  from expor te r s  
who  make  them .advances aga ins t  a s imple  p romise  to 
de l ive r  or also aga ins t  a p re l imina ry  contract .  W i t h  
the  excep t ion  of the  in t e rna t iona l  combines,  which 
often assemble  unde r  one aegis  all  s~ages from the  
p lan ta t ion  to the  p rocess ing  fac tory  in an indust r ia l i s -  
ed country,  inc lud ing  t ranspor t ,  and  can  thus, so to 
speak,  f inance  p roduc t ion  "from wi th in" ,  o rd ina ry  
expor te r s  are not  in a pos i t ion  to make  advances  to 
p lan te r s  en t i r e ly  from the i r  own  resources .  Therefore  
the  ma in  Latin A m e r i c a n  expor te r s  e i t he r  h a v e  thei r  
own credi t  l ines  from banks  in the  Uni ted  States  or 
Europe, or they  obta in  the  funds  for advances  from 
the i r  customers ,  the  foreign importers .  In this  way  
an  ex t r eme ly  eff ic/ent  sys tem of f inanc ing  expor ts  
of raw mate r i a l s  from Latin Amer i ca  has  b e e n  de- 
veloped.  In cons ider ing  this  from the  po in t  of v iew 
of d e v e l o p m e n t  aid, it should  be  r emembered  tha t  
banks  'and impor ters  in Europe and  the  USA p l ay  
a p r edominan t  role  here.  

Risks to Foreign Lenders 

It is all  too f r equen t ly  forgot ten  tha t  this  type  of 
f inancing  enta i l s  not  i ncons ide rab le  r isks  to the  
lenders .  Leaving  the  economic  r isks as ide  - -  no  
European  or Nor th  Amer i can  impor te r  will  g ran t  
credi t  to a Latin Amer i can  expor t e r  un less  he  k n o w s  

h im wel l  and can  eva lua t e  p rec i se ly  the  r isk to him- 

self  or is able  to ask for p roper  co l la te ra l  - -  the  
poli t ical  riks mus t  not  be  underes t imated .  No foreign 

l ender  can  know w h e t h e r  his con t r ac tua l  p a r t n e r  
will  rea l ly  be  in a pos i t ion  to de l ive r  the  goods in 
th ree  or s ix mon ths '  time, or w h e t h e r  he  will be 

p r e v e n t e d  from so doing  b y  a b a n  upon  expor t s  or 
Sta te  in te rven t ion .  W h e n  such measu res  are  combined  
wi th  trar~sfer res t r ic t ions  or new foreign exchange  
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restr ic t ions,  it migh t  h a p p e n  that  the  Lat in A m e r i c a n  
expor te r  could not  e v e n  r e p a y  the  a d v a n c e  or, at  
least,  t ha t  the re  would  be  a long d e l a y  in doing so. 
This r isk is g rea tes t  to  fore ign lenders .  G e r m a n  
impor ters  are  the re fore  fully just i f ied in demand ing  
tha t  the  Federa l  G o v e r m e n t  cover  them aga ins t  such 
poli t ical  risks. In Holland,  for ins tance ,  the  State  has  
for some t ime g iven  such assis tance.  In order  to avoid  
fresh dis tor t ions  of i n t e rna t iona l  compet i t ion  it would,  
perhaps ,  be  sens ib le  for thoughts  on the  c rea t ion  
of new methods  of insu rance  to be  co-ord ina ted  
i n t e rna t iona l ly  as is done, for ins tance ,  for expor t  
credi t  i n su rance  unde r  the  Berne Union.  It is prob-  
able,  in  v iew of the  not  i ncons ide rab le  risks, t ha t  
this  will  t ake  place  s imul t aneous ly  in a n u m b e r  of 
indus t r ia l  countr ies .  

The foregoing remarks  should  h a v e  made  it c lear  tha t  
the  Latin A m e r i c a n  dem ands  for comprehens ive  new 
ass i s tance  in f inancing  expor t s  a re  not  just i f ied for 
the  ma jo r i ty  of raw m a t e r i a l s - -  and  consequen t ly  
not  for the  main  par t  of the  overa l l  vo lume  of exports.  
On the  o the r  hand,  the  pos i t ion  wi th  r ega rd  to the  
expor t  f inancing  of indus t r ia l  goods is much less 
c lear  and efficient.  Cer ta in ly  the  Latin A m e r i c a n  
sub-con t inen t  is far  from be ing  an  expor te r  of in- 
dust r ia l  goods on a g rand  scale. In countr ies  such 
as Mexico,  Brazil and  Argent ina ,  however ,  a good 

s tar t  has  been  made.  Even  though  the  ma jo r  vo lume  
of indus t r ia l  expor t s  moves  b e t w e e n  the count r ies  

of the Latin A m e r i c a n  Free  Trade  Area,  expor te r s  

s t i l l  h a v e  to adap t  t h e m s e l v e s  to the  demands  of 

in t e rna t iona l  competi t ion.  A n y o n e  who  wan t s  to sell 
capi ta l  goods on the  wor ld  m a r k e t  today mus t  be  

able  to offer  no t  on ly  good qua l i t y  and  favourab le  

prices,  but  also long- te rm credi t  te rms and  low in te res t  

rates .  The Latin A m e r i c a n  expor te r  ,also has  to con- 
tend wi th  this  - -  ce r t a in ly  wor ry ing  - -  s i tua t ion if 
he  wishes  to compete  wi th  Nor th  Amer ican ,  Eu- 

ropean  or J a p a n e s e  offers. 

Central Banks Help Exporters of Industrial Goods 

Becau, se of the  widespread  shor tage  of capital ,  Latin 
Amer i can  banks  are not, as a rule, able  to help ex- 
por te r s  to f inance  the i r  expor t  credits.  Even  if this  

could be  ar ranged,  the  na t iona l  ra tes  of from 15 to 
30 % p. a. cus tomary  in the  ma jo r i t y  of Latin Ameri -  
can  count r ies  would au tomat ica l ly  r ender  the  expor te r  
uncompe t i t i ve  vis-fi-vis condi t ions  p reva i l ing  in in- 
dustr ie l  count r ies  - -  whe re  expor t  credi ts  are offered, 
on  an  average,  at  b e t w e e n  5 and  7 % p.a .  For this  
r ea son  the re  are  numerous  approaches  in Latin Amer i ca  

for special  sys tems  of f inancing  exports .  The con- 

s t ruc t ion  of these  i~ v e r y  s imilar  to t ha t  of sys tems 
in use in indus t r ia l  count r ies  whe re  expor te rs  h a v e  

been  gran ted  special  a ss i s t ance  for f inancing  expor ts  

for a lmost  40 years ;  however ,  this  ass i s tance  is al- 

ways  t ied to a sys tem of i n su rance  to cover  the  

poli t ical  and  economic  r isks i nvo lved  in long- te rm 

expor t  credits.  W h a t  is the  posi t ion in Latin Amer i ca  
r ega rd ing  s imi la r  ins t ruments?  

M a n y  cen t ra l  banks  g ran t  i n t e rna t iona l ly  compet i t ive  
expor t  credi ts  to Latin A m e r i c a n  expor te rs  of so- 
ca l led  un t rad i t iona l  or "new" goods,  e i the r  d i rec t  
or mos t ly  t h rough  merchan t  banks .  This is t rue  of 
Brazil, Argen t ina ,  Chi le  and Colombia.  In Mexico,  
whid l  has  the  most  eff icient  system, a l though  the  
cent ra l  bank  unde r t akes  the  pure ly  technical  side 
of the  work,  the  monies  come from a special  fund 
fed from the  income from a special  t ax  ra i sed  on 
impor ts  of luxury  goods. Apar t  from a few technical  
vari,ations, the  cen t ra l  bank,s no rma l ly  r ed i scoun t  
the  bil ls  d e r i v i n g  from expor t  ~lealings qa't r a t e s  
f luc tua t ing  b e t w e e n  5 and 7 % p.a . ,  thus  r ema in ing  
abso lu te ly  wi th in  the  l imits of i n t e rna t iona l  pract ice .  
It is interes.ting tha t  Latin Amer i can  count r ies  are 
v e r y  s tr ict  a b o u t  not  exceed ing  these  in te rna t iona l  
limit, s. 

C o n t r a r y  to the  sys tem of f inancing in force in 
indus t r ia l  countr ies ,  whe re  the  f inancing of produc-  
t ion  is the  excep t ion  because ,  in general ,  th is  funct ion  
is u n d e r t a k e n  by  the  b a n k i n g  system, Latin A m e r i c a n  
cent ra l  b a n k s  ass is t  t he i r  expor te rs  e v e n  dur ing  the  
p roduc t ion  period.  This is t rue  of Mexico,  Chile, 
Colombia  and  Argent ina .  On ly  in Brazil is t he re  still  
no p roduc t ion  f inancing  'at p re fe ren t ia l  condi t ions  for 
the  expor t  of new products .  

The Role of the Inter-American Development Bank 

Ass i s t ance  in f inanc ing  expor ts  is not  l imited to the  
na t iona l  sphere  only;  the re  are a l r eady  in te res t ing  
a r r a n g e m e n t s  for reg iona l  co-operat ion.  Af ter  making  
p ro longed  p re l imina ry  studies,  the  In t e r -Amer i can  
Deve lopmen t  Bank has  been  invo lved  s ince 1964 in 
a special  p rog ramme for f inanc ing  expor ts  of capi ta l  
goods inside the  sub-cont inent .  A fund in i t ia l ly  
endowed  wi th  $ 30 mil l ion is ava i l ab le  to re f inance  
expor t  credi ts  wi th  ind iv idua l  countr ies  on the  basis  
of spec ia l ly  ,agreed credi t  l ines;  such credi ts  were  
granted,  for ins tance,  on the  sale  of a Brazi l ian 
machine  to Colombia.  So far about  two th i rds  of this  
fund h a v e  been  used up for credi t  l ines  wi th  Mexico,  

Argen t ina ,  Brazil, Chile, Peru and  Nicaragua.  The  
In t e r -Amer ican  Deve lopmen t  Bank also keeps  s t r ic t ly  
to normal  internation,al  credi't t e rms and  is ex t r eme ly  

careful  to do nothirLg to encourage  fresh d is tor t ions  
of competi t ion.  No p re l imina ry  f inancing  of produc-  

t ion is a l lowed on principle,  ,although, in face of 
r is ing " 'demand u, this  ques t ion  is cer ta in  to be  
t h o r o u g h l y  re -examined.  

First Arrangements for Export Credit Insurance 

However ,  these  qui te  s ignif icant  a r r angemen t s  for 
ass is t ing  expor t  f inanc ing  are  p roper ly  supp lemented  

on ly  in a v e r y  few c~ses in the  insurance  sector.  

On ly  Mexico  can  boas t  tha t  it has  had for the  pas t  

few years  a p rac t ica l ly  funct ioning  sys tem of expor t  

credi t  insurance .  From the  resources  of the  above-  

men t ioned  speci'al fund the  Mex ican  expor te r  can  

ob ta in  a policy, a l though  only  to cover  ,the pol i t ical  
r isks affect ing h~s expor t  credit.  A t t empt s  are unde r  
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way to c rea te  a pol icy  to cover  the  economic  r isks  
of expor t  credits.  In A r g e n t i n a  and  Brazil the  ques t ion  
of expor t  c red i t  i n su rance  has  not  ye t  gone  fu r ther  
than  the  compl ica ted  ini t ia l  stage. W h e r e a s  in  Brazil, 
af ter  an  unfortun.ate s tar t  wi th  an  imprac t i cab le  
system, it is possible,  in theory,  to cover  bo th  eco- 
nomic and  pol i t ica l  risks,  in A r g e n t i n a  p lans  are  still  
shelved.  By se t t ing  up a specia l  jo in t  firm, the  p r iva t e  
insurance  sector  has  shown  its wi l l ingness  to cover  
the economic  r isks;  however ,  it is an t i c ipa ted  tha t  
from the  beg inn ing  the  State  will be  p repa red  to 
assume the  pol i t ical  risks. As far as the  pr inc ip le  is 
concerned,  the  r e l e v a n t  nego t ia t ions  h a v e  long been  
concluded in a pos i t ive  way,  but  a deadlock has  
been  reached ove r  technical  detai ls .  In the  r ema in ing  
count r ies  of La.tin Amer ica  no def in i te  s teps h a v e  ye t  
been  t a k e n  to set  up expor t  c red i t  insurances ,  
a l though  the  necess i ty  for these  is genera l ly  recog- 
nised arid is con t inua l ly  re i t e ra ted  in all r e l e v a n t  
programmes .  

Bureaucracy is often a Bottleneck 

In spi te  of m a n y  l acunae  and  def ic iencies  - -  and  
con t r a ry  to w h a t  is of ten a s se r t ed  - -  it must  be  

said tha t  in  the  field of f inanc ing  expor t s  of capi ta l  
goods from Latin Amer i ca  t he re  is no  pe rcep t ib le  
bot t leneck  - -  at  leas t  for  the  vo lume of goods cur- 
r en t ly  be ing  exported.  However ,  ,the v a r i e t y  of 
sys tems  a l r eady  in opera t ion  should  not  be  a l lowed  
to obscure  the  fact  tha t  much remains  to be  done.  
W h e r e  the re  are still  cons ide rab le  gaps, these  need  
to be  filled. The ma in  compla in t  of expor te r s  is t ha t  
the  m a n y  bureaucra t i c  obs tac les  make  it more  difficult  
to t ake  a d v a n t a g e  of such schemes. In m a n y  count r ies  
the  red- tape  is so ex t ens ive  and  tedious  t ha t  export -  
ers  are  more  of ten de t e r r ed  from making  use  of 
the oppor tuni t ies  offered t han  encouraged .  For this  
reason,  cons idera t ion  is be ing  g iven  to the  poss ib i l i ty  
of t i gh ten ing  up and  s impl i fy ing the  ava i l ab le  means  
of ob ta in ing  expor t  f inance  ass i s t ance  by  se t t ing  
up spec ia l  expor t  banks .  In the  p re sen t  s tage the  
indus t r ia l i sed  count r ies  could co l l abora te  - -  unde r  
the i r  deve lopmen t  aid p rogramms  - -  ma in ly  wi th  

technical  ass is tance,  i.e. by  pass ing  on the  know-how 

n e c e s s a r y  to bui ld  up and  improve  the  sys t em of 
f inanc ing  and  insurance .  It does  not  a p p e a r  t ha t  

f inancia l  suppor t  is n e c e s s a r y  at  p r e sen t  in this  
sector.  

E A S T - W E S T  T R A D E  

Licences for East-bloc Countries 
By Werner Siech, Berlin 

T he gran t ing  of l icences  to East-bloc count r ies  is 
still  a d isputed problem,  a l t hough  m a n y  ent re-  

p reneu r s  h a v e  changed the i r  minds  in a c e r t a i n - -  
p o s i t i v e - - w a y  as regards  this  group of quest ions .  In 
the  Federa l  Republ ic  official and  semi-official  quar te r s  
are  p romot ing  this  change of mind.  For, i ndependen t  
of all pol i t ical  de l ibe ra t ions  numerous  manufac tu re r s  
are bea r ing  in mind  tha t  t ime does not  stop and  
tha t  m a n y  o ther  g iv ing  na t ions  are quickly p repa red  
to take  a d v a n t a g e  of oppor tuni t ies ,  t ha t  G e r m a n  
en t r ep reneu r s  poss ib ly  do not  observe .  

It s tands  to r ea son  t ha t  the  t rad i t iona l  expor t  bus iness  
- - i .e .  de l iver ies  of g o o d s - - n o w  as eve r  comes first  
and  will  a lways  be  predominant .  However ,  it should  
be  as much a ma t t e r  of course  tha t  e n t r e p r e n e u r s  
deal  wi th  o the r  forms of bus iness  in the  East, if for 
va r ious  reasons  the  expor t  of goods canno t  t ake  
place.  Due to the  p reva i l ing  condi t ions  or  the  l imited 
de l ive ry  powers ,  respect ive ly ,  of the Eas te rn  coun- 
tr ies and  due  to the i r  b i la te ra l  t h ink ing  the  ac tua l  
t rade  vo lume  will  a lways  be  l imited.  

Preparation of Llcence Transacflons 

Among  o thers  i t  should  be  a symptom of these  new 
tendenc ies  tha t  the  G e r m a n  Federa l  Bank in its qui te  
in fo rmat ive  mon th l y  repor t  of April ,  1966, pe r t a in ing  
to the  "Deve lopmen t  of Pa t en t  and  Licence Trans-  
act ions  wi th  Fore ign  Count r ies  in 1964/1965" has  

cove red  also the Sovie t  Union and  Poland wi th  regard  
to data  and  branches,  whi le  in  the  p reced ing  Pa ten t  
and  Licence Repor t  of April ,  1964, (in 1965 no  such 
repor t  had  been  publ ished)  this  had  not  b e e n  the  
case. A l though  in this  contex t  i t  is no t  poss ib le  to 
en t e r  in to  par t i cu la rs  of these  stat is t ics ,  it should  be  
ment ioned ,  however ,  t ha t  the  G e r m a n  b a l a n c e  of li- 
cences  vis-a-vis  these  two East-bloc count r ies  has  b e e n  
favourab le  for the  Federa l  Republ ic  in 1964 .and 1965. 

Of course  the  Agfa -Gevae r t  case  in  Moscow 
caused  some uneas iness  in the  minds  of 
W e s t e r n  l icencers .  This d iscomfor t  can, how- 
ever ,  be  ove rcome  th rough  a n u m b e r  of pos i t ive  
de l ibera t ions :  Accord ing  to exper i ences  h i the r to  
made  ,as regards  the  i ssuing of l icences  to East-bloc 
c o u n t r i e s - - a n d  in this  connec t ion  not  on ly  pa t en t s  
are  m e a n t  bu t  also brands ,  t rade  names  and  know-  
h o w - - o n e  should  not  j udge  too hast i ly .  I n d e p e n d e n t  
of the  one  or o the r  ind iv idua l  case,  t ha t  " somehow" 
migh t  be  different ,  t he re  are  t h o u s a n d s  of firms in 
the  Wes t  which need  not  a p p r e h e n d  a n y  confl icts  in 
l icence  t r ansac t ions  wi th  the  East. Let us not  forget  
tha t  also in the  pu re ly  W e s t e r n  l icence  bus iness  
s imilar  marg ina l  cases occur  occas ional ly .  

On  the  assumpt ion  of most  p rec i se  con t r ac t  terms, 
tha t  usua l ly  are  the  resu l t  not  on ly  of nego t i a t ions  
b e t w e e n  the  two pa r tne r s  but  also of v e r y  de ta i led  
ana lyses  of l icences,  the  so-cal led p r e - i nves tmen t  
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