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ABSTRACT
AN ANALYSIS NN TURKISH EXPORT-FINANCING SYSTEM
BY
PIMAR YAPANOGLU
SUPERVISOR:ASSOCIATE PROFFESSOR DR GOKHAN CAPOGLU

JANUARY 1921

ls an ever increasing competition I1n the world econom

There
This makes Lt difficult for developing countries and even fa
Jeveloped countriecs to penetrate into new markets and or

to nerease oresent  market  shares. In consecuence. the needg

omeraes for officral finmancial support to exporters.

Turikev has started to affer export-rfinancing ov
2xterding ciredits.guarantees and ifnsurances for exporers -~ather
thar giving Jirect subsidies. These functions are carried aUt
by “tie Turkish Eximbank.

The 2tficrency Of export—financing svstems ara Ueing
discussed even LN countries where they have been alreadv iy use
FOr many /ears. N “his anaper. short-term efficirerncy oHfF t e

Turkish export—financing svstem 1s evaluatea.Iin order fto evaliuate

sl long-tern 2ffeccs 27T these Zrocedures anore “ime .5 r20ulired.

Key words:Expart--i1nancing.oredibt,guarantee.insurance ,dir=c!

GubDs1IUies.



0ZET

TURK [HRACAT FINANSMAN SISTEMI UZERINE BIR INCELEME
PINAR YAPANOGLU o
N YpK?EK L ISANA TEZI,ISLEIME ENSTITPSU
TEZ YONETICISI :DOGENT DOKTOR GOKHAN GAPOGLU
GunUmGzde dtinya ticaretinin BGyUme potansiyalinde bir
azalma olmustur.Bu yeni pazarlara girmeyi ve mevcut pazar
paylarini blyltmeyi,gelismekte olan ve hatta gelismis Ulkeler
1gin dahi zorlastirmaktadir.Bunlarin sonucu olarak ,ihracatgilara
bazi resmi  1hracat finansmani saglanmasi ihtiyact ortaya
cikmistir.Dogrudan subvansiyoniar yerine ,Turkiye kredi,garanti
ve sigorta Tonksiyonlari ile 1lhracat finansmanini secmistir.
Ihracat finansman aktiviteleri TUr% Eximbank tarafindan yUratil-
mek tedir.
ihracat rfinansman sistemlerinin verimliligi bu sistemlerin
uzun suredir uygulandigi Glkelerde dahi tartisilmaktadir.Fakat
bunlarin kesin olarak degerlendirilepilmeleri icin joaha uzun do0-
nemlere i1htiyac wvardir cunku bu uygulamalarin uzun vadedge
2tkililer1 mevcuttur,

Anattar «elimeler:lbracat Finansmani,srediler,Garanti, 3igorta

dogrudan subvansiyon.

(ii)
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I)INTRODUCTION

The subject of the thesis is an analysis of the Turkish export-
financing system.

In today s competitive markets, to enter new markets and to keep
present market shares 1s a diffucult task for a developing country
like Turkey. Increasing exports, is one of the major elements
of Turkey’ s growth strategy. Expaorts have showed an annual rise of
16.6 7 between 1980 and 1989. Another significant outcome of

this strategy 1s that the share of industrial goods hbave risen

from 6% to  73% during the same period. (Euromoney,July 1991)

In order to Lncrease the competitiveness of Turkish exports,
to develop new markets and to provide support and insurance for
Turkish exporters and overseas contractors, Turkey has established
rhe official credit agency in the form of Turkish Eximbank in
June (987. This bank was financing nearly Z04 of Turtev's total
in 1989 which seems an  important aspect in the

exports

liberaiization process of Turkish economy.{Turkish Eximbank,1989:

The fact that exports are vital iIn strenagthening Turkey s

ecanomy export Tfinancing is a crucial iesue for 1t's future



(I)-1 What Is Export Financing?

Buying and selling across national borders presents special
problems; evolving from differences in geography, languages,
culture and legal systems. Export finance provides support to
cover fthese risks and to minimize them.

Performance Rigk:The exporter may fail to deliver the goods

as specified 1in the sales contract. The goods will fail to
arrive at their destination. which will result in a potential
damage Lo the exporter s business reputation as well as
financial loss.

Pavment Risks: Failure Lo receive payment for shipment, due

to some reasons.These might be:

a,If the buyer does not accept the goods that are shipped. then
the exporter will have to bear the cost of shipment to

other markets.

b)The buyer will be unwilling to or unable to pay as agreed when
payment is due.

¢)Political events such as wars,strikes, revolutions or other
civil disturbances may delay or prevent payment.

dProblems in foreign eXchange of currency may arise, i.e if
payment is due in <foreign currency and the required Cforeign
exchange maynot be avallable, or, allocated in the importers

ell

[\

r

U

country to permit the buver to remit the payment to the
in the agreed currency. (Kingman,Brundage.3chulz, 1986}
In many cases, sSince SO many risks, as mentioned above, are

involved , the commercial banks are unwilling to provide support

Q]



for exporters, as they do not want to take risks on their part.

To promote exports and protect exporters against the risks
exporting , many countries have established Export Credit
Agencies (ECA;, which have as their primary function export-
financing.Export-financing can be applied in the form of
direct credits , or in form of refinancing. eligibility for
interest subsidies. guarantees or insurances.

(I)-2-Application Of Export Credits

Export credits are generally divided into short-term, ¢usually
below +two vears), medlum-ferm, (usually two to five years;. and
long term, {(usually over five years: periods Export oredit

42

agencies may give support in the following forms:

1l Suppliier 2redits, {(extended by the =xporter:,
Z3Buyer eredits, iexporter s bank lends to the buyer),
Thais LTRE ol support may be limited to insurance ainc

guarantees or m@may 1lnclude direct credits and all forms orf
subsidies.

Iin order to prevent anfair competition., some Fuidelines
have been drawn by the Organization Of Economic Cooperation and
Development(OECD:.These 3Zuidelines shape 2 gentlemen 5 agreement

(el
”-

snsensus’” which 15 revised vperiodicalily, 2stablisning

n

e

financial nerms Jor 2xport credits that are officially SUPDGrLEd

rears. Arrangement marvrill

)

with a repayment Lerm aor JvVer  LWo

chirongli years(1376-1890; is JZiven in Taple o

[
—
b
3
i
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-
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(IT) THE TURKISH EXPORT FINANCING SYSTEM IN A COMPARATIVE
PERSPECTIVE

(II)~1 Export Financing Activities Carried OQut By The
Turkish Eximbank

The main objective of Turkish Eximbank ( Turkey’ s export
credit agency) 1is the promotion of Turkish exports through
the diversification of exported goods and services. This is to be
accomplished by, finding and creating new markets for traditional
and non-traditional export goods, and providing exporters and
nverseas vcontractors with support and to increase the competiti-
veness and security in international markets. The bank offers
credits, insurances and also bank guarantee financing functions.
(II)-1-1 Insurance and Guarantee Programmes

The aim of insurance runctions ig:
1)To minimize the risks of exporting aue to product and service
reiated aroblems.
29Te minimize vhe riskes for the exporter by gathering data about

the lmporter.

with the importing

g
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5:To  forecast politiesl
countries.(bDogan, 1991
Turkich Eximbank offers ifwo types of export insuarance
programes , a shortterm whole turnover insurance programe and 3
sperific shipwent insurance programe. (Turkish Eximbank, 1980
short-term 4Yholeturnover jnsurance Programme
This programe provides cover for nonpayment of the goods

shipped overseas under 2  oontract of sale made wilth a buyer

outside Turkeyv due to certain commercial and political events.



The commercial risks in the policy are:
a; Nonpayment due to the insolvency of the buver
b) Buyer s failure to pay for the goods that he has accepted
c Refusal or the failure of buyer to take delivery of goods
Political risks are mainly cancellation of import permits and
licenses, losses that may arise as a result of war, revolution ,
civil war and transfer diffuculties.
The shortterm wholeturnover policy is a continous insurance
programe wWwith a simple annual renewal procedure.The aim of Tur-
kish Eximbank is providing insurance on a continous basis for

sales made on credit terms up %to 3i1ix months.Ift is a postshipment

liability of Turkish Eximbank arises if the loss occurs

policy,

on, or after the date of shipment. The Zoods covered under
this programe are durable and nondurable <consumer goods, raw
materials , agricultural products, and other gZoods exported on

3 shortterm basis.

Specific Shipment lpnsurance Programme

s that may arise

Q@

0SS

[

This programe protects =xporters rrom

ks.it is designed to

[
&}

as a result of commercial and political ri

provide insurance coverage Por shipments of ecspital goods and

o

semi-capital goods. including construction machines.transportnatl

hicles, mining and agricultural equipment and motor vehicles to

v

a

a4 single buyer with a credit period or up to five years.

The +two policies <together provide insurance £for goods

exported on 3 repetitive basis to a number of buvers in different



countries as well as 2 1individual contracts carried out with
only a single buyer.

Guarantees For Banks

In the long run ,1it is considered very healthy for commercial

banks to provide credits for exporters .(Dogan,l1981:For this
reason, Turkish Eximbank provides guarantees fto encourage
commercial banks to finance exporters. Both political and
commercial risks are 2overed under the bank guarantee

programe for an individual exporter on a single buyer on a

pasis.(Turkish Eximbank, 1330 ;

constructicn works insurance policy, 2overs

&)

The oversea

~ivil econstruction jobs as well as turnkey proijects, and provides

~

cover agalnst non-payment for both the suppllers and for the

contracfor.
Turkisn construction companies bidding for overseas Jobs

may untilize this programe. The risks covered are political and

commercial.

The overseas 1lnVeSLment insurance programes COvVers overseas

investments Lo e made D5y Turkish investors agsinst losses that ma

arise from political risks.The =ligible investment inciundes tLhe

] in casnh or kind o a new in-

T
{
oy
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K
W
1,
Ax4
a;‘_‘:
o
+
T
I
}..

3iiocation 3gains
sesment nverseas.The Sblsctive of this programe 1s 0 2ncourage

iong *term and permanent invesments.( Eximbank, 1290

Preghipment '.redli marantee

Phis programe covers the risk of a loss to a commercial



bank after having &granted credit to exporter.(Eximbank, 1890)
Postshipment Credit Guarantee
Enables commercial banks to extend post-shipment credits

Lo exporters through discounting of export bills.( Turkish

Eximbank, 1990).

It covers loss a commercial bank after having granted

postshipment <redit Lo the =xporter.

verseas Contracting Servicing Credit Guarantee

fnables domestic and foreign financial institutions to

2xtend ~redits to Turkish contractors in connection with their

nverseas business.It covers logs fto a financial institution

arter naving 3Zranted credit to the contractor.(OECD.13980;.

Overseas .avesment redit ‘igsrantee

2xtension of credits by commercial banks Lo

Facili

)

e
6]

ot

at

reneurs in connection with their viable overseas

T

Turkish entre

This Juarantee covers loss of a financial institution

from the Zranting of -redit to the ceontractor.(iximbank.

arising
LAl s
(11)-1-2-Comparison Of Turkish Insurance and Guarantee Functions

Wwith Other Countries

Looking 3t the insurance and guarantee functions carried  out
by other Export ’radit Agencies. «their names and worganizatione
are gZiven in Table <11

The programes applied in developed countries show

similarities but developed countries like Belgium ,Denmark,

~!



Netherlands and 5Sweden do not provide loan programes Logether

with insurance programes.(See Table (III) ).

TABLE (III)

THE FUNCTIONS OF ECA'S IN DIFFERENT COUNTRIES

COUNTRY INSURANCE LOANS
AR K K K KKK KK KKK K AR KKK K
AUSTRALIA 1 1
AUSTRIA 1 1
BELGIUM 1 0
CANADA 1 1
DENMARK i 0
FINLAND 1 1
FRANCE L 1
ERMANY 1 1
[TALY 1 1
JAPAN 1 1
NETHERLANDS 1 1
SWEDEN 1 0
JK 1 1
s 1 1

£1:Indicating availability of the function.
#1): Indicating that the Yunction 1s not available.
Source:0ECD( 13980 ,4th =dition.



TABLE (IV)

A COMPARISON OF INSURANCE AND GUARANTEE FUNCTIONS

COUNTRIES
Aok koKok KoK
TURKEY

COVER FOR EXPORTERS
SRS R OHCK KK IR KKK
.shortterm,repetitive
.political,commercial
risks

.postshipment risks.

.overseas

GUARANTEES
HOK KKK KKK KK

.foreign buyers

debt obligations
construc-
tion work.

.preshipment

.postshipment
.overseas
.overseas

investment
servicing

FERKMANY

.single,shortterm
medium-longterm
.political,commercial
risks

.post & preshipment
risks

.banks

.foreign exchange

risk insurance
giving loans
to foreign banks.

.cover for leasing
.construction work

insurance

.bond insurance

JNITED
KINGDOM

.shortterm,for single
contracts
.political&commercial

risks

.investment
.Foreign exchangze

.supplier credit

.buyer credit
.lines of credit
.bond risk cover

insurance

rate fluctuations

.preshipment cover

.medium-long term against
political risks

.insurance for direct
investment
.insurance of market
3Urveys.

.payment default
manufacturing risks
destruction o1 payment

.medium, longterm

buyer credits

.shortterm(direct;
.foreign

a2xchange
risk

.bond insurance
.cover

for public

work contracts

SPALL

SOURCE:QECD, 1990

.political,commercisl

manufacturing and oredit

rishks.

.imdemnification for the

loss-contract cancellation
{prechipment

.partial payment of
deferred value(credit risk?
.comprehensive policies

.nonpayment

o1 credit
of prerinancing or
defaults on credlts
buyer credit policy
unfair calling of
bonds
2ivil works
foreign invesment
exchange risk

.trade fairs



The risks arising because of the failure of the exporter to
f11fill the terms of the export contract or any negligence on his
part,default or insolvency of any agent of the exporter or of the
rollecting bank.deterioriation in the quality of the goods and
fluctuations in the exchange rate of the currency of the 1invoice
are not covered in Turkey. These mentioned above are covered in
Belgium,Denmark, France , Germany and Italy.(0OECD, 1890

On the other hand., Turkey’'s bank guarantee functions do not
include bond insurance cover ,foreign =xchange rate fluctuation
cover, trade fair covers and market survey costs.In Germany,United
'y, Spain. France .Denmark and Belgium commercial

Kingdom, Ital

nank guarantees are provided by Export “redit Agencies in form or

are supplier credits, buyer =c2redits, foreign =2Xchange rate
;k programes, bond 1insurances. investments. manuracturing, gua-
rantees and contract Service risks. (0OECD,1380:.

In developed countries such as Denmark., Belgium, France and
Ttaly, in addition Lo transportation risks, manufacturing risks

are also covered. However in Turkey only post shipment

ks are covered under the guarantee functions.(See Table IV}

6]

ri
(II)-2-Direct Credits
(II)-2-1-Direct Credits Extended By Turkish Eximbank

Turkish Eximbank proviages:

to  meet both e

ra-
[

The shjective 2L “he arograme

sreshipment and oostshilpment tinanciazl requirements of =Xporters



entering new markets with their products.
b)Export Preparation Credit

The objective of the programe is providing financial
facilities to exporters for the export preparation period which
must exceed one year.
¢ supplier “redit

The objective 1s to encourage exporters to sell non-
traditional products to potential markets with medium and long

term credits and to enable Turkish exporters to compete in inter-

national markets.
dilLiges Qf “redit To Qvergeag Borrowers(Country Credits:

Mainly these credits are =xtended to help Turkish exporters

)]

to possess a competlitive advantage ,penetrate new markets and

0

to ochange the present structure of exported Zoods.The objective

to promots the export of <apital goods +to industrial

} =l
"

deferred basis with no payment risk

.
3
fr

and developing countries
Lo exporters.

e Buver s wredit

These types of oredit are 3iven with the following purpose:

T

«3To make it =asier [or 2xporfzrs %o olffer deferred payment oOF

~apital goods and orther industrial goods in foreign fenders and

ro enacle individual buyers oo ilmport from Turkev on a der=zrred

srame .S Lo support tne

C,

1

syment pasis. Another wim 2T the  pros

sxport of large walues supply contracts and sor turnkey aroijecihs

to developing countrieg on dererred 2redit Lerms.

11



(II)-2-2-Comparison Of Direct Credit Functions Between
ECA’'s

Belgium, Japan , Germany, France and Spain have similar
applications of direct credits 1like Turkey . The mixed credits
are extensively used by Japan and France to secure market penet-
ration for their capital goods . In addition to these programes
France has an =xtensive programe against inflation insurance

where as Canada nas an extensive foreign contract support.( 3ee

Table (v)).
TABLE (V)
o A COMPARISON OF ECA'S FUNCTIONS IN SEVERAL COUNTRIES
KA I RSSO IOR K HCRORCAICICRHHCHCI KO RKCHCHHK KK HCHCCHOK HOKCHORCKRICK KKK
INFLATION EXCHANGE MIXED FOQREIGN
INSURANCE RISK INSURANCE CREDITS CONTRACT sP
SRR AR KKK ACK A HCACKAROKCKK K KR K ACkokokokek ek AR KKK K AOK K
FRANCE 3 3 3 o
JAPAN - 2 3 3
JK 1 1 2 2
SJERMANY - 2 2 2
ys - - 1 -
CANADA - - 2 3
ITALY - 2 2 2

( 33Extensively used programme
(2)Available and used moderately
i 1:Used only to match compefitors
( - Not available

SOURCE:Columbia Journal Of Horld Business.Fall 1888 p:32

A1l other Kkinds of ~credits (medium, long-term and 3
eredits extended py EZCA' s showed all over the world 1 decline

during the period. 1881-1989 .(See Table (VI)).

12



(II1) A REVIEW OF THE LITERATURE ON THE EFFICIENCY OF THE

THE EXPORT FINANCING SYSTEM.

There are several studies conducted about the topic of export
financing and the effectiveness and =2fficiency of these systems.
However mnone of them are numerical,they are descriptive studies.
(III)-1-Studies Done By Analyzing Macro-Economic Variables
Fitzgerald and Monson(1887) reviewed the justifications for

axport credit programes (pre or post-shipment c¢redit, export

credit guarantee programes:; and the experiences of several
developed aricd developing countries. examined to determine
underwhich circumstances, these programes are erficient and

23

affective

In thelr report several points are discussed; the following

are polnted out:
%;The programes initiated fo eliminate anti-export biases :the

where

post zhipment programes 2reate capiftal market distortions

stic market fallures.

T

as preshipment credlit programes create «Jdom

Jince it 1s never ®Nnown how much to compensate and how frequently

change the rate.Jun the sther hand rfor =xport subsidies,additfio-

Lo

nal goverment cupenditures apd hLax cevenuss  ire  required.They
cone Lode by ststing  that capital marxet Jdistortions ind
oroduct  mariet nterventions  should  or appliled o coarrec:

Y The effect of 2ApoOrt 2redits and export 1insurince  on
balance of payments 2qulibrium value. the rate of emplovment,

13



industrial policy tools and the notion of matching other
countries are discussed.lNo significant of these is stated.

= 3The experiences of developing countries are reviewed with
developing countries and it is stated that the export financing
methods are often overemphasized as tools of stimulating exports.
Demirguc and Erzan(1980) conducted research to answer the
question of how important officially supported export credits
(OSECz ., are in 5Sub-35aharan African Countries.

It is stated that:

1yInternational rtrade 1s basically financed by export credits.

i redit periods change depending on the properties of the exporred
products and the reclpient countries.

23The insurances provided by Export “redif Agencies are implicit
subsidies, to the 2xtend that the premium charged 1s delow what
it will cost at the market place for assuming the same risk.Also

tes are lower than the

\Y

explicit subsidy through credits,since r

market interest rates.

“yThe subsidies may <ause major distortions and their overall

)
~osts might be high.

4 ;Exporters who have 3access np the =2xiension of guarantees have

little incentives L0 wenave in A wmanner ©o  @minimicze the

sassibility of nonpayvment . Thev have all che lnecentives no Sewhk

T

hat:
"o increase =ffieciency orf rhese programmes the secrunity of

these by guardian authorities and natural legislatives should

be increased.

14



The 1increasing cooperation between Export Credit Agencies
and multilateral develaopment agencies (like the World Bank) is
a positive move towards achieving efficiency of Officially
Supported Export Credit ARgencies’'s functions.

Byatt(1982) examined the economic aspects of export subsidies
and export credits on British economy and especially analyzed the
arguments that the export credits and subsidies support

industrial policy and create employment.Several conclusions can be

drawn fTrom his study:

1)There are no clear Jjustifications to discriminate in favour of

capLtal goods sector by providing a general subsidy on it's

exports.

2) Applying export promoticon programes <so as to match other

L

~ountries prnogrames 13 Not an 2conomic argument.3ince subsidizing

exports and extending export credits always have costs and these

will be compensated bYy higher taxation.
I)There 1is little evidence that the capital goods oOfF export

business won with the help »f subsidies generate significant

follow—-on orders or other marketing advantages.

A3[t 15 always very diffucult to determine to which industries

and firms, the promotlion programes shoula be applied.
SyEport —promotion programes (export credit and subsidies) are

very 2xpensive  ways 0f reducing the ~ate of unemployment 1n 3

country.

15



(I1I11)-2-Analyses Done By Considering The International Trade
Holden(19892) analyzed the role of US Eximbank in exploiting

pverseas oppurtunities and stated that:

a) US Eximbank is far behind the competition existing 1In

international markets 1in terms of export-finmamcing.

b)US Eximbank should offer a variety of export-promotion programes

and should become self sufficient.

Holdern reached to these conclusions through an  analysis of

international markets and other Export Credit Agencies 's perfor-

mances ang resiewed the surveys done about American exporters.

Letovsky(1990) studied the role of Export Credit Agencies

in todays «competitive international markets and evaluated the

pertormance af =CA’ S functions oOfF caovering political and

commerciai riskS, ex tending credlts in the form of mixed or whole

( t1ed—ard). The implications that can be drawn ftrom tLhe paper;:

» are efficient tools of ©bpuilding competitive advantage for

e
S

iTi

domestic exporters but they cause increasing 2cCoOnomic <0sts  and

an exporiter from & country which 1s not providing export

flmancing orogrames faces disadvantages in international markets.

17



( IVYMETHODOL.OGY

(IV)-1-Objective Of The Study

The objective of the study is to measure the short-term
efficiency and effectiveness of buyer credits (direct credite
extended by Turkish Eximbank) and preshipment credits extended
as direct credits.

(IV)-2-Modelling
Two regression models are constructed
MODEL [:

The objective 1S to measure the short term effects of
country credits on the change in the value of exports.The country
credits have been given to several countries by Turkish Eximbank.
(See Table VII}, to Cbserve the agreement , application and
deadline for usage dates 5f these credits.:

The percentage of change in the amount of export value that
¢ mnade fram Tur ey to various countries is ‘taken as the

dependent variable .the percentage of change in the growth rates

i3 f these countries ar=2 taken as L[ndependent variable and

another independent variable ( dummy variable ) 1s wused o
1ndicate that for so0me countriee credits are gl /@n; L.e( dummv:l;
for some countries credits are not given., {dummy:O).

The regression equation s
( ¢T=v¥1) = & v+ BX(XZ-X1) +« Cx(¢7:
(Y2-v1l) : The percentage of cnange in the value of @xports.

: C1 In the output of Minitab( software pactkage useq:



: X2-X1): The percentage of change in growth rates of the importer
countries.
C2 in the output of Hinitab.
« Z) : Dummy variable; 0 or 1.
:C3 in the onutput of Minitab.
MODEL II:

The objective 1is to measure the short term effects of
preshipment credits that are given to different type of commodity
groups.(3ee Table (VIII; ;.

The percentage of change in the value of exports of
different commodity Zgroups , is taken as the dependent variable

and dummy variable 1s nused as the independent variable to

indicate that fo some commodity #roups , preshipment ocredits are
extended, and %o some commodity groups preshipment credits are

not extended.( Ll ,if preshipment credits are given, 0 ,if not.)

The regression zquation is:
(Y2-Y1,= & + Bx(X;
{YZ2-71;: The percentage of change in the wvalue of exports
according o different commodity groups.
21 in the output of Minitab.

1

£ ) Dummy variable (0 or i

22 in the output  orf Minitab.

R

MODEL III:

-
w

To mode l one  another independent variable

added . (3ee table (AI)}.

The regression equation is:
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TABLE (VII)

COUNTRIES
KKK XK KKK X

USSR (1)
USSR 1)
USSRLII)
ROMAN [ A
SYRIA
ARlgeria
Bulgaria
Albania

Tunusia

AGRM DT
KKK K OK KK K

18-4-1989
28-7-1989
Z0=12-1290
19=5-1990
3=-8-1990
25-10-1990
D01 L1990
1= LI-1991

1d-8-1991

APPL. DT
KKK K X K K K X

26-5-1989
L1-6-198%9
I=b—-1991
26H=7-1990
15=-9-1990
F=Ll2-i90
I9-1-1991
I-3-1eey

18-1t1-129;

DLN USG
KKK KK K XK

1-2-1990
16=-3-1990
25-4-1992
LO=-9~1991
L5=5=1990
J1-12-1991
T1-12-1991
5-1-199%

15-1-1993

QUANTITY
KKK KKK X XK

130

1350

300

30

Million

Million

Million

MiliLron

Miilion

Mi1llion

Million

ity 110N

Million

KABRM DT

XARPPI. DT

DL 1ISG:

SQURCE

s furkrsh

ngreement date

deadline for

Eximbank

:Beginning of application date.

20
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TABLE ( VIII )

FRESHIPMENT

CREDITS ACCORDING 198% 1990 1991
6 SECTORS (Miilion TL) (Million TL ) (Million L)}
ACKOHCHOK SKOKOK 3KOK K KK XOK K K K HKCHOKOKCKOKOK K K X X KKK KK K K K KK KK MK KK K
TEXTILES & LEATHER 534.023 469 .289 331.328
STEEL % IFON 150.7209 h22.0352 424 .864
00D 2.169 t68.688 LU . 209
MCH & ELECTR 44459 239.349 185.033
CHEMICALS 155.653 523.713 129 .46%2
JTHER 185.808 573.413 287 .144

SQUIRCE: Turkisn Eximbant,
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iy b BE(AS-X1)Y ACK(Z)eDR K2~k 1)

1The percentage of change in the value of TL  with

respect Lo cuwrrencles o7 the countries involved in the data.
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(IV)=-4—-EMPRICAL RESULTS

fhe results of the regresslon equation  are displaved in the
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MODEL. I:

Ci 1is the dependent variable and C2.C3,.C4 are 1i1ndependent
variables.C2Z seems to be the most significant independent
varliable effecting the equation.C2 is the amount of percentage
of the c¢hange in the growth rates of countries that are

importing from Turkey.C3, (the dummy variables put to indicate
that to some countries , there has been country credits given)
does not have anv  significant effect aon the dependent variable.
Only the i1ndependent variable C2, has a significance level of
2.7 A the export credit variable is not significant at all.The
s51gn of t-ratio 1s negative.

As a reeult of the above argument , the percentags of change
1n exports 1s not etfected by the country credits that ars being
given to some of the countries involved 1n 3 lrade relation witn
Turkev.

The R—=qa oaf the output, indicates *that onlv 5 % of the data
can be explained by Tthe help of the equation that 1s constructed.
This shows the fact that the export credits donot have anvy etfect
on  the change 1N exports of Turkey. ( The Minitab output is in
Ssopendix A ).

MODEL II:

Ci is the dependent variable and it is the nercentage of change
in the value of exports that are classified according to the com-
modity qroups ., CZ2 is the dummy variable that is used to indicate

that to some commodity groups preshipment credits are gilven and

24



to some preshipment credits are notft given.It is observed that C2

has no significant effect on c¢l, the dependent variable. This

shows that the preshipment credits that are being given to several

commodity groups donot have any effect on the change of exports.

The significance level for the variable T2 is 11.8% , and it’'s

sign is negative.
R-sq value is 19.1% , indicating that only 19.1 % of the data

can be explained by the regression =quation.( Output of Minitab

programe 1s IZiven in Appendix B.
MODEL 1III:
To model I .24 1is added as independent wvariable. 74 is the

percentage of change in the value of TL with respect Lo other

surrencies of the country s inveolved in the data.

C4, has a very insignificant t-ratio value ,together with

-~

[
ct

iT.4 % ,indicating that

a nhigh probability of error.(p:

doesnot have an important effect on the dependent variabie,in our

case the percentage of change in the value of exports made to

foreign countries.

Most significantly 2ffecting variable is, C2{(t-

rativ:1.88,p:8.88%, the change in the growth rate of countries.

a significant =2ffect again, (L-

\

The dummy variable doecnot have

).5ee Appendix <, Por the output of the

ot

ratioc:-0.686,p:51.1

Minitab programe used.
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(V) CONCLUSIONS

The objective of the study is to analyze the Turkish export
~-financing system. The export-financing systems of other countries
have been briefly described , the related 1literature about the
subject is reviewed and regressions are run to measure the
short-term effects of credits, (country and preshipment credits).

The emprical results indicate that;neither the country credits,
nor the preshipment credits have significant short-term effects
on the exports In addition , their signs are negative rather
than pozitive , contradicting the nbjective of the export -credit
system.

The important 1aspect of the issue 1s that ,the export

credits are often used as tools for political objectives.Credits

may be based on economic reasons. The strongest argument for
justifving the application of export-credits might be ; the
necessity of export-credits , Lo penetrate new markets and to
provide national exporters with a competitive advantage in

international markets. Looking at the issue from this perspective,

[0}

the first credit extended to 533CB has been successfull in thi
sense, the export value of Turkey to S3SCB showed an increase
of 160 % , «Hazine ve Dis Ticaret,July 1991} during 1985-1989,
however showed a decline of 247% in the following period of
1989-~1990 (Hazine ve Dis Ticaret ,July 1981

Longer term studies are needed to reach tc definite

conclusions about the efficiency of our export credits.The shorterm

26



2ffects of the export-credits are insignificant, indicating tha-
they are not efficient tools to improve exports 1In a short-—term
period.

However, the export credits of Turkey, are costly for the
Turkish goverment since the country credits are long—term credits

and they are given with iInterest rates below the market rates.
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APPENDIX A

MODEL I
MTB » REGRESS C1 2 C2 CC
The regression eguation 1s
Cl = 6.3 + 4,16 C2 - 10.2 C3
Predictor Coef Stdev t—-ratio P
Constant 6.350 12.32 .51 0.612
2 4,165 2.462 1.69 0.097
23 -10.35 23.41 -0.32 0.747
S = H4.03 R-sg = &.0% R-sqg(ad)) = 2.0%

Anatysis of Variance

S0OURCE DF ER)
Regression 2 12359
Ervor 47 192713
Total 49 203072
SOURCE DF SEQ SS
P 1 11926
23 L 433

31
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APPENDIX B

MODELIT

HTB » regress cl 1 c2
The regression equation is
21 - 868.3 - 95.2 C2
Predictor Coef Stdev t-ratio p
Constant 86.32 39.85 2.186 0.052
22 -95.22 56.50 -1.69 0.118
5 = 1US5.7 R-sg = 19.17% R-sq{adj; = 12.4%
Analysis of Yariance
SOURCE DF 35 MS F
Regression 1 31733 31733 2.84
Error 12 134058 11171
Toral 13 185791
Jnusual Ubservations
Obs | 2 o1 Fit Stdev.Fit Residusl

11 .00 3686.0 36.3 39.49 279.86

K ddenotes an obg. with 1 large st. resid.
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APPENDIX C
MODEL IIX

The regression eguation isg .
Cl = 1.2 + 4.80 C2 - 22.6 C3 - 0.275 C4

Predictor Coef 3tdev t-ratio D
Constant 1.18 12.75 0.09 0.827
L2 4,804 2.459 1.87 0.068
C3 -22.863 34.18 -(.66 0.511
C4 -0.2749 .1990 ~-1.38 0.174
s = 583.41 R-sq = 9.8% R-sqcadj) = 3.9%

Analysis of Variance

SOURCE DF 38 MS F
Regression 3 20017 6672 1.66
Error 46 184931 4020

Total 49 204947

SOURCE DF SEQ S5

cZ 1 11912

23 1 432

4 1 7673

33
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TABLE] I}
RRANGENENT MATRIX OF INTEREST RATE MINIMA 1976-L990
! 1 11 JII
REDITS FOR 2-5 YERRS ~ ~—--—-—-——--oomooommmmmmmes ————
LY 1976 7.75 7.25 7.25
JLY 1980 .3 8 7.3
Hv 19841 11 1i0.5 10
LY 1982 12.15 10.85 10
1.TB 1983 13.35 11.353 10.7
foLy 1984 12 10.7 2.85
ANUAL P8S 10.98 9.65 8.3
LY 1986 9.55 8.25 7.4
faNUAR 1 288 10.1S 8.8% 8
JLY1988 - 9.4 Be 3
REDITS ~OR S-8.35 7ERRS
JL! 1976 8 7.75 7.8
JL.Y 1980 8.75 8.3 7.75
VB 1981 11.285 11 10
LY 1982 12.4 11.3 10
1983 12.4 10.7 2.5
v 1984 13.6 {1.9 10.7
NUAR198S 12.28 11.2 9 .85
ANUAR 1986 11.2 10..18 8.3
1986 9.8 8.75 7.4
ANUAR 1988 10.4 @.z85 8
1988 - ?.9 2.3
Tg FOR 3.5-10 fEARS
1976 - - 7.9
1980 - - 7.78
VEMB1981 - - 10
1982 - 11.35 10
CT .98Z2 - 10.7 ?.5
L 7 1984 - 11.9 0.7
ANUAR198S - 11.2 ?.85
'ANUAR 1986 - 10.18 8.8
UL s 1986 - 8.75 7.4
RNUAR 1988 - .35 8
uLriees - @.63 3.3
i
EI:Reiatfvely rich countr:es
iTI: lotermediate zountries

}III:Re!attvely poor countries

i

SOURCE : OECD, (1990) , 4th edition.
|
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TABLE (11)

CQQUNTRY
XXX X XXX
PUSTRHLIR
AUSTRIA
CANADA
bENHAHK
FRANCE

CERMANY

ITaLy
JAPAN
NE THERLANDS

Wwe peEN
)

WURCT:0ECD, (19877,

NAME

KRR KR KKK K XK KX

EXPORT FINANCE AND
INSURANCE (EFICY
QESTERREICHISCHE
KONTROLLBANK AG(0KB)
EXPORT DEVELOPMENT

COOPERRT | ON

EKSPORTKREDI TRATET

COFACE

KFw

SACE
€ID
NCM

KN
EXIMBANK

third edizion.

NAME AND ORGANIZATIONS OF EXPORT CREDIT AGENCIES

ORGANIZATIONS
XEXXEAAXKEKLLL XX XXLX XXKXA
DIVISION OF STATUORY
AUTHORITY

REPORTINGTO HINIST

QF FINANCE

QWNED BY CANADIAN GOVHM

GOVERMENT RAND
COUNCIL RESPONSIELE
SENI PUBLIC JQINT
STOCK COMPANY
CONSORTIUM
COOPERATLION MAJORITY
OWNED BY GOUM

PUBLIC FINANCIAL
INSTITUTION

DIVISION OF GOVERMENT
MINISTRY

PRIVATELY QWNED
CONSORT 1M

AGENCY OF SWEDISH SOVERMENMNT
INDEPENDENT AGENCY

OF THE GOVERMENT
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TABLE (V1)

N—

WUM-LONG TERM EXPORT CREDITS
KK Sk XK K3 KKK K K KK KX KK XX KK KKK XK KK KKK KKK KKKK KKK KK LEKKKKERAX KK X K KKK XKL XK

PEDIUN AND LONG TERM CREDITS(US BILL IONS)

19681
1982
1983
1984
1985
1986
19687
1968
. 1989
long TERM CREDI 7S
1981
1982
1983
1984
1985
1986
1987
1588
1989

82.8
as5.6
67.5
58. 2
47.8
46.1
47 .2
44. 6
53.1

*

P+ o N

OnND oL H
POttt b0

o

(1981-1990)

IRCE -wor \dbank IDP,Demirguc Asli,Kunt (1990)
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TABLE (I%) FOR THE PERIOD 1989-19%0

COUNTRIES DEL. EXPORTS (%) DEL GROWTH(%) DUMMY
3K 2K KK K KK K X XK KKK K K K KK K K KKK KK K K K KK Kk OOk K Kk K X
W.GERMANY 40.87 4.5 0
BEL-LUX 19.54 4 0
DENMARK 17.57 1.3 O
FRANCE 23.37 2.8 0
NETHERL ANDS 65.88 4,3 0
. K 20.94 0.7 o)
IRELAND 31.58 5.7 0
SPAIN 51.91 3.7 0
LTALY 13.09 2 o)
PORTUGAL 74 4.3 0
GREECE 11.72 2.3 -
AUSTRALIA -47.3 1.2 o
AUSTRIFA 35.88 3.6 o
U.5.A -Q.31 i 0
F INLAND -26.47 5.2 O
SWEDEM -4.76 7.9 0
SWITZERLAND 5F .36 Z.06 )
[CELAND ) D.L N
JBPAM 2.58 5.7 "
CANADA 8] 0.7 0
NMORWEY 48.15 1.8 N
NEW ZEALAND -28.37 1.3 )
BULBAR LA -52.96 -0, 4 S
CZECHOSLAVAKIA S4. 1 1.3 9]
HUMGARY =4 4.5 D)
FOLAND 45,907 0.3 )
ROMENTE 536.6 ~-3.2 1
Jzar -z4 .58 z.4 i
a0 —-31.71 -2.2 3
PRGN -1L.76 -4.3 )
SYRIA ?.5 110 1
5.ARABIA L.l .2 )
SORDAN °8.37 -3.5 )
MORCCZCO 100 2.2 o
AL SERTA -153.1°% Z.3 ;
LiBY#A -2.908 .7 )
=EYRT 17,37 3.3 ¥
TUNISIA —-LL.L1 7.7 )
INDONESTA bh.a7 7.4 S
THD A -4 .52 3 <
SOUTH KOREF IS4, LT e )
ALY 5 IA =7.14 3.5 ?
NIGEFTA 110 3.0 0
Pan L5 TAN L7007 3,2 Q
SANGLADESH -3Y .29 Z.5 0
DDA -31i.1a c 3 Q
HBU DHABL 20 N )
DUBA L -%7.14 R ‘)
i@l ~d44 .91 b/ )
i_EBARON -23.77 2.9 )

SOURCE :Hazine ve Dis Ticaret.Haziran 1991, International Financial
Statistics ,1990 vearbook ,Turkish Eximbank ,.World Bank PBL(1990)
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COMMODITIES CHANGE IN EXPORT(%) DINNY

3 KKK K K K Kk sk R K ORI K R KK kK AR R R K K K
LIVE ANIMALS 142.5 0
MEATS -2.11 i
FRUTITE 16.34 1

CEREALS -94.35

p—s

SUGAR+TEC 3.3

OQRES MAHN. 00DS 59,16 f

2

O]

P
b=

CRUDE HAT BOR
LEATHED VEARING B6.4Z 1
ARTICLES TEXTILES 29 57

CRUDE PETROL -60.38 3

=

A= )
DN
oo
(S
an
(-

EMENT

Iy
b

T

OLIVE 721

o

-

b

TOBACCO 3

OTHEEE 24 .36

SOURCE:TUFKISH EXIMBAHNE.
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TABLE NI ,DELTA EXCHANGE RATE OF TL ADDED TO TABLE IX

COUNTRIES
KKK HOK K KKK KK
W.GERMANY
BEL-LUX
DENMARK
FRANCE
NETHERLANDS
J.K

IRELAND
SPAIN

ITALY
PORTUGAL
GREECE
AUSTRALIA
AUSTRIA
U.S.A
FINLAND
SWEDEN
SWITZERLAND
ICELAND
JAPAN

CANADA
NORWAY
N.ZEALAND
BULGARIA
CZECHOSLAVAKIA
HUNGARY
POLAND
ROMANIA
USSR
ITRAQ
IRAN
SYRIA
S5.ARABIA
JORDAN
MOROCCO
ALGERIA
LIBYA
EGYPT
TUNISIA
INDONESIA
INDIA
3.KOREA
MALAYSIA
NIGERIA
PAKISTAN
BANGLADESH
SUDAN
ABU DHABI
DUBAI
KUWAIT
LEBANON

SbURCE:IFS 1990,HAZINE

PERIOD 1988-1980

DEL EXPORTS DEL GROWTH DUMMY DEL EXCH
K 3K KKK OK KK K 2K K K K K K ACK KKK KKK KOKKKKAKAKK  AKAKNKKK KK
40 .87 4.5 7] -5.34
19.54 4 0 -2.44
17.57 1.3 7 -3.657%
23.87 2.8 %] -4 .94
6.88 4.3 %] -3.9¢
20 .34 @.7 @ -1.1
31.58 5.9 % -1.7
51.91 3.7 2 -1.82
13.09 2 % -5.7
76 4.3 0 -6.6
11.2 2.8 @ -16.15
-43.9 1.2 2 -22.1¢
35.88 4.8 @ -3.8
-9.31 1 ? -1¢
-26.47 5.2 @ -4.1
-4.76 3.5 0 -7.82
59.36 2.6 ] 1.42
% @.1 7] -6.4

2.58 5.7 %) -10.1%

2 2.9 ? -19.3¢
48.15 1.8 7] -5.8¢
-28.57 1.3 @ -21.¢
-62.96 -@.4 0 -9¢
B4.1 1.3 5] B.2¢
24 4.6 @ -5¢
45.87 3.3 2 -18.9¢
56 .6 -5.3 1 -79.2¢
-24.868 2.4 1 -100 . ¢
-51.91 -2.2 0 -19.3¢
-11.78 -4.8 7] -12.%
9.6 11.3 1 -10."
1.1 @.2 @ -19.3%
28.57 -5.8 @ -6.1¢
100 2.2 @ -58.¢
-15.19 2.3 1 -37.8¢
-3.08 @.7 ? -19.32
13.57 5.3 0 3z
-11.11 7.3 % -9.4¢
66.87 7.4 @ =58
-4.82 5 5 -28.2¢
354.17 9 2 -30.¢
57.1 5.5 % -61.c
100 5.3 ? ~47
17.27 5.3 3 ~55.¢
-39.29 2.6 3 -27.51
-51.18 7.4 3 255.54
90 10.5 2 -56.3%
-57.14 19.8 % -19.32
-44.91 3 4] -19.32
-33.77 2.5 0 -54.62

Ve DIS TICARET(l??l),T.EXIHBANK.
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