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'REVIEW. OF INSURANCE, GUARANTEES

Forelgn Credlf Insurunce Assn., Ex:mban programs mee ‘ ncreasmg accepfance

By DALLAS M. COORS

. : lMernahonal Finance’ D:vmon,‘ R
OR"ce of Commercial and Financial, Policy, BIC . -

. Today more ‘than - ever - this queshon
- faces US. exporters: are ‘they finding it
increasingly. diffictilt to sell in_traditional

markets or fo expand salés “into .new
.. markets . because compezing sellers in
“.~foreign :“countries -~ are “offering - 'better

terms? And to manufacturers selling only

in the United States; have'they been con-
,slderjng overseas markets onlyto be de-
~terred. by the. apparent financial and po-
litical risks involved in such trade?

An official of the Export-Import Bank
of “Washington . (Eximbank) has: stated

the ‘problem confronting today’s present‘

and potenual exporter. . “Success. in ' to-

days ‘more’. highly competmve export-

market places -greater emphasns on the
availability of credit’ than has been: the

he: past. Exporters: who préviously
were ‘ablé to se ¢

or of goods 10 tlme
opeit ac’caunt or :instalment paym
- spread- over,a niumber’ of ;

competitive credit: erms and ‘even. carry.
their “own' éxport -paper. - Nevertheless,
. many of the largest corporatiotis are ‘avail-
ing-themselves, and’ profitably,” of :insur-

- ance protection; : Exterided ‘credit terms
< can_gspecially,” however, put’ 4 strain. on
= million in- ‘exporty were declared by’ FCIA

the: ;workmg capltal ‘of the” smaller

-, against . the. -various' commerc:al and

2

' ‘today” comprise
60, ‘of

- It has not. been unusual for arge ‘cor- !
poranons to be: able to: adjust™tothese = allof the political risks and a part of the
-the poligiss isst

E eommerclal
FCIA."

provxdmg protection for. the eXporter =

polmcal risks inherent in overseas trade. -
Export credit insurance-as we know it
today s relatively .new in thé. United

States; although' the Eximbank had been -
[offering a-system: of export guaranteés to
commiercial ‘banks, In Fébruary, 1961, in -
“-a Mmessage to‘the Congress, President Ken-
’nedy‘dir'ected the Eximbank ‘td, devise a

new program that would /place U.S. ex-
porters-on-a-basis of equality with their
foréign: compeutors and to seek a-way

bank It may be: helpful however, to em-

phasize a few of the advantages of each
pohcy

FCIA pollcles

1. SHORT-TERM INSURANCE (up
to 180 days). This pohcy is.issued to the

rexporter. ‘He -may insure only against
~political risks, retaining commercial risks

for his own account, or he may take out
a comprehensxve pollcy protecting “him
both

whereby private " fi ions

al -and pohtlcal'”

could participate,

The: ‘result of “this dlrectlve was the *

establishmerit of a “partnershrp" between
the Exlmbank and private insurance com-

panies to provide protection to American -

exporters ‘against commercial: ¢redit and
political risks..when they are obliged to
sell" on “extended térms. This -

Irisurance Ass

niment: agency ‘that under

Though' Iow to béa epted by..our
exporters, ‘an appreciation of:

country’;
the value “of this program. has ‘becom
evident: In fiscal year 1967 close to $700

policyholders. ‘Some po]icyholders per-

: haps about half_ofthem, had _ngver- ex-

he. chalt on page 6:describes m.de«g

and ‘guarantees - through Extm~

is ‘an .
'example of successtul. comtrucnve co-,
1 offer a reasonable premlum

‘upon appllcatlon, gram a “Speclal

::Addmonal coverage

the variou$ insurance programs which are s
avallable' 4insurance - protéction . through'*
FCIA,

risks,
In obtammg this’ msurance the shipper

takes out what'is,known as a “whole .-

turnover policy” where he agrees, except
for specified exceptions ‘to- insure - all- of
his eligible short-term export credit sales::
lee -any type of insurance, the”insurer;
in this" case-FCIA, expects a reasonable -
spread ‘of risk-'in " order: “to--be -able’ to:

FC IA may permrt exc!usxon of sales--

P
er pohcy" can’ -

be negouated - .
When. the pohcy is lssued FCIA wnIl,

“on request-of the éxporter, assign a dis-

crétionary limit for each of the exporter’s
customers within ‘which the exportet may
extend cr without  prior- approval of

- ECIA, Whénever an _exporter has one.or

more large customers ‘ot occasional - out-

size " shipments -which - excéed -the* estab- -

lished " discretionary " limit, FCIA - will," -

Limit.”

mem‘), ‘or t:overage of merchandlse -on

) dise. (rhc basic e
‘policy applies only from the: time of ships,




