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Export Credit Guarantees and Export Performance

Evidence from Austrian Firm-Level Data
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Il. Export Guarantees, Financial Constraints, and Exports: A Brief Survey of the
Literature

1.  des of Trade Finance

Cash payments are rare in international transactions. Various financial instruments have
emerged as substitutes for the lack of face-to-face cash transactions between suppliers and
customers in international trade. Trade finance usually assumes the form of open account
finance, which covered between 38 and 45 percent of global merchandise trade in 2008
(Asmundson et al., 2011). In this case the exporter directly extends credit to the importer and
thus bears the credit risk and the burden to provide liquidity to the counterparty.

Alternatively, exporters may resort to cash-in-advance payment by the foreign customer,
thereby shifting the risk of delivery to the importer who then faces the task of providing the
liquidity for the transaction. According to estimates by the International Monetary Fund, cash-
in-advance arrangements covered around one fifth of global merchandise trade in 2008
(Asmundson et al., 2011).
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