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One year after the US Export-Import Bank (EXIM) was 
reauthorized by Congress, the debate over its future contin-
ues to rage. EXIM, meanwhile, remains hampered by lack 
of a three-member quorum on its Board, preventing it from 
approving transactions over $10 million. Currently the five-
member Board has only two serving directors.  The main 
issue in the debate is whether the Bank, which provides fi-
nancing and insurance for US businesses that want to export, 
substitutes for the private sector or whether—as its advocates 
argue—it helps US companies compete in markets where 
private financing opportunities are scarce. 

In 2014, EXIM authorized $20.5 billion of financing 
in support of $27.5 billion in exports. Over 70 percent of 
authorizations support exports to emerging markets, where 
private financing can be difficult to obtain. This Policy Brief 
analyses the relationship between historical EXIM financing 
and export volumes and shows that EXIM lending stimulates 
US exports. In fact, every dollar authorized by EXIM results 
in $1.35 in greater exports. The multiplicative factor is even 
greater for exports to Sub-Saharan Africa, about $1.80. Thus, 
EXIM is not a substitute for private finance but is additive, 
helping US companies to be competitive in foreign markets. 

The results presented in this Policy Brief imply that 
removing the constraint caused by the lack of a quorum on 
the EXIM Board is important for the competitiveness of US 
exporters, especially in a global economy where foreign firms 
have access to increasingly generous export credit agencies 
in their countries. The Bank expands US exports, reducing 
the trade deficit, and returns the profits from its business to 
the US Treasury. Over the period studied, 2007–14, EXIM 
transferred more than $4 billion to the Treasury. 

BACKGROUND 

EXIM credit and insurance allows US small businesses to 
send their products to countries like Nigeria and Bangladesh. 
It also allows big companies such as Boeing, GE, and John 
Deere to compete with large foreign rivals for mega contracts 
around the world. Roughly 90 percent of EXIM transactions 
are with small businesses, though large businesses account 
for about three-quarters of volumes in a normal year. This 
pattern mirrors trade more broadly, where firms with fewer 
than 500 employees account for about one-fourth of exports. 

In recent years, EXIM financing has been uniquely 
constrained. The Bank’s charter lapsed at the end of June 
2015, and it took Congress five months to reauthorize it. So 
from June 30, 2015 to December 4, 2015, EXIM could not 
authorize new lending, guarantees, or insurance and in fiscal 
year 2016 authorizations fell by more than 50 percent relative 
to previous periods. Even after reauthorization in December 
2015, the Bank reopened without a Board quorum, which 
prohibited medium- and long-term transactions above $10 
million, extending the impact of the lapse on larger exports.

In contrast, other countries are increasingly using fi-
nancing provided by their export credit agencies (ECAs) to 
support their exporters in competitive world markets. Such 
government-backed trade credit is globally beneficial when 
it supports exports in products or markets where private sec-
tor funding is unavailable. For example, private banks may 
be unable or unwilling to work with importers in high-risk 
countries, and ECAs can help domestic firms reach those 
markets. In this case, exporters attract new business and im-
porters gain access to new goods because of ECA financing. 

However, government funding can also be abused and 
effectively serve as an export subsidy, when exports come 
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with extensive or underpriced financing. There is evidence 
that several countries are (ab)using ECAs to support exports 
in a weak world economy. China, Japan, and Korea, for ex-
ample, have expanded export financing in recent years and 
together now account for more than half of global export 
support (Export Import Bank of the United States 2016). 
Other countries have also expanded their export financing 
products and offered new types of untied financing to bolster 
their exports.

Those in favor of restricting the Bank argue that EXIM 
funding diverts business from the private financial sector, 
working as a kind of corporate welfare. Under this view, 
EXIM expands corporate profits at the expense of the finan-
cial sector, without supporting additional exports. The pri-
mary evidence offered in favor of this argument is that large 
firms, with access to private banks, are the main beneficiaries. 

In contrast, EXIM proponents argue that EXIM sup-
ports exports that otherwise would not occur because financ-
ing options for them are unavailable in the private sector. 
Even though trade is highly collateralized, foreign accounts 
receivable are sometimes ineligible as collateral in bank bor-
rowing because they are considered difficult to collect, as 
often happens when the importer is from a developing coun-
try. In addition, because exporters from other countries offer 
generous state financing options, US exporters are unable to 
compete in some foreign markets without EXIM backing. 
In this case, while private sector funding may be available, 
uncertainty or high interest rates when the importer is from 
a developing country may put US exporters at a disadvantage 
compared with foreign rivals with ECA funding, and they 
would lose contracts in the absence of EXIM. 

Thus, the extent to which EXIM stimulates exports or 
expands corporate profits is the main point of disagreement 
between the Bank’s proponents and its opponents. The fun-
damental question about EXIM is whether it boosts exports 
or is crowding out the private sector, with no effect on ex-
ports. 

This Policy Brief explores the additive nature of EXIM 
financing. If EXIM financing supports trade, EXIM financ-

ing and lagged financing should be positively associated 
with exports, after controlling for standard determinants of 
trade. If EXIM financing substitutes for private financing, 
there should be no significant correlation between EXIM 
financing and exports once other determinants are included. 
In addition, rising exports in an country-industry would be 
more likely to lead EXIM financing than lag it, since EXIM 
financing would largely be responding to trade patterns.

LITERATURE

A small literature tries to estimate the importance of ECA 
financing to exports. The main difficulty in identifying 
a causal effect is that state-backed credit may be related to 
trade through other channels. Trade is likely to drive credit 
because when trade grows demand for finance rises. In the 
United States, where trade credit can be used only if private 
funding is unavailable, it may also be inversely related to 
trade because EXIM expands funding when credit markets 
are tight and trade declines, such as during the financial crisis. 

Figure 1 shows EXIM financing and US exports from 
2006Q4 to 2015Q2 to 131 countries where EXIM operates. 
The two series are positively correlated. There are, however, 
also notable periods when they move in opposite directions. 
In 2009, as trade plummeted and credit became constrained, 
EXIM financing rose to support trade. 

The partial correlation between EXIM financing and 
exports is shown in table 1. The coefficient of 0.057 suggests 
that a 10 percent increase in finance is associated with an 
export increase of a little over ½ of 1 percent. Importantly, 
financing may occur the quarter before trade happens and 
lagged finance is more highly correlated with exports. In con-
trast, trade does not predict finance, so it does not appear to 
be the case that trade growth is driving EXIM finance. 

To control for market and product demand shocks, ex-
isting work uses disaggregated data and fixed effects to gauge 
the importance of EXIM financing. The most closely related 
paper is Agarwal and Wang (2016), which examines the ef-
fect of EXIM financing using US export data for 94 indus-
tries and 226 countries over seven years. The authors control 
for endogeneity with lags and fixed effects. They find some 
evidence that EXIM is significant in boosting exports. When 
using the whole sample, the effect of EXIM is not significant 
in boosting exports. However, when they exclude aircraft, 
the effect of EXIM is positive, significant, and economically 
meaningful. (They investigate aircraft separately because it 
accounts for a disproportionate share of EXIM lending.) 
Specifically, EXIM presence in a sector increases trade by 4 
percent. Using lagged EXIM finance, which addresses causal-
ity to some extent, the effect is even higher at 7 percent.

One concern with the Agarwal and Wang paper is that 

The extent to which EXIM 
stimulates exports or expands 

corporate profits is the 
main point of disagreement 

between the Bank’s proponents 
and its opponents.
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they never exploit the full set of fixed effects that one would 
want, including all three types, country-industry, country-
year, and industry-year, simultaneously—what Baldwin and 
Taglioni (2006) have dubbed the “gold standard” method-
ology for exploring changes at the country-industry-time 
dimension. In addition to the customary reasons why the set 
of controls matters, EXIM’s charter means financing is not 

exogenous, which has implications for both financing dy-
namics and the cross-sectional financing patterns that must 
be considered. By law, EXIM financing can be used only 
when alternative financing is unavailable. This means EXIM 
is more important in some periods and for some countries 
and industries.

There is also research on the German export credit agen-
cy, Hermes. Felbermayr, Yalcin, and Heiland (2014) show 
that Hermes promotes exports by mitigating a partial failure 
of the capital market. Sandkamp and Yalcin (2016), using 
a similar methodology to that employed here, find a posi-
tive and significant effect of Hermes’ guarantees on German 
exports. The presence of Hermes credit leads to 17 percent 
higher exports, and on aggregate, Hermes expanded exports 
by ½ of 1 percent. They also evaluate the importance of local 
content rules in a world of global supply chains and find that 
local content restrictions on ECA financing could constrain 
German exports. 

DATA AND METHODOLOGY

The US EXIM Bank provides data on authorizations and 
disbursements by country, year, and industry. Census data 
from 2006 to 2015Q2 on exports to 131 countries in 109 

0

1

2

3

4

5

EXIM �nance

200

250

300

350

exports

2007Q1 2009Q1 2011Q1 2013Q1 2015Q1

Exports
EXIM �nance

Figure 1     Quarterly EXIM �nancing and US exports, 2006Q4 
                       to 2015Q2 (billions of US dollars)

Sources: US Export-Import Bank Authorizations, https://data.exim.gov and US 
Census Bureau Country and Product Trade Data, www.census.gov/foreign-trade/
statistics/country/index.html. Data for 131 countries, excludes EXIM lending when 
recipient is multiple countries.  
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Table 1     Partial correlation between exports and EXIM  
 finance
Dependent variable: ln exports

Variable (1) (2) (3)

lnEXIM 0.0572**
(0.0255)...

L.lnEXIM
0.0664***

(0.0217).../

F.lnEXIM
0.0168....

(0.0349)./

Observations 35 34 34

R-squared 0.117 0.167 0.007

Notes: Robust standard errors in parentheses.

*** p<0.01, ** p<0.05, * p<0.1.

Source: Author’s calculations.

www.census.gov/foreign-trade/statistics/country/index.html
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industries at the 4-digit level of the North American Industry 
Classification System (NAICS) are used to examine the effect 
of EXIM disbursements on trade. 

The estimation strategy is a difference-in-differences ap-
proach. Specifically, the following equation is estimated:

lnXijt = aij + ait + ajt + EXIM_financeijt + eijt	 (1)

where lnXijt is the natural logarithm of exports in a coun-
try, industry, and period (where period is half year or full 
year), αij, αit, and αjt are country-industry, country-time, and 
industry-time fixed effects, and εijt is the error term. The vari-
able of interest, EXIM_financeijt, is an indicator variable for 
whether the country-sector-period included EXIM disburse-
ments. An indicator is used instead of the level of financing 
because EXIM presence in a sector can help lock in other 
types of finance and the level may be correlated with the size 
of exports for other reasons.1 The country-industry effects 
control for the strength of exports in a given industry to a 
specific market. For example, auto industry exports to part-
ners in the North American Free Trade Agreement (NAFTA) 
may be especially high because of integrated supply chains. 
The inclusion of these fixed effects means that deviations 
from average exports are being compared between the treated 
(EXIM-supported) and untreated observations—that is the 
“difference-in-differences” approach. The country-year ef-
fects control for country growth and other demand shocks. 
The industry-year effects control for industry growth and 
other shocks to a specific sector. 

Table 2 reports the results of estimating equation 1 at 

1. The share of EXIM financing in exports tends to be larger in 
country-sectors with little trade, because that is where financing 
constraints are the most severe. This would tend to bias the 
coefficient downward. Also, lending is for different periods and 
purposes (e.g., insurance, working capital, short-term credit), so 
levels are not always comparable. 

the half-yearly level. Estimates suggest that EXIM presence 
increases exports by 5.7 percent. To test that this is a causal 
effect, lags (L) and leads (F) are used. If the effect is causal, 
the lags are likely to also be significant at the half-yearly level 
because some of the finance for this period’s trade would 
have been authorized last period, but no effect is expected 
from the leads. If EXIM is a perfect substitute for private 
sector funding, but is not caused by exports, all of the coef-
ficients would be expected to be insignificant.

While the fixed effects should control for demand and 
supply shocks, if such shocks to trade take place at the coun-
try-industry level, exports could still drive EXIM financing, 
leading to a positive contemporaneous correlation but not 
implying causality. If EXIM financing tends to flow to high-
growth country-industries then leads are expected to be sig-
nificant, suggesting that trade growth causes EXIM to grow. 
Finally, if EXIM financing is simply higher in high-growth 
country-sectors, all three—leads, lags, and contemporane-
ous—could be significant. 

The results imply that the presence of EXIM lending 
is causal. When EXIM supports a country-sector-period, 
exports are on average 5.7 percent higher. In addition, lags 
are also positive and significant, offering evidence that the re-
lationship is causal. Equally important, the forwards are not 
significant and the point estimate is close to zero, suggesting 
that export growth does not generate EXIM finance. 

To put the economic magnitude of this finding in con-
text, the value of exports that the regression implies are a 
result of EXIM finance is compared with actual finance by 
EXIM. Specifically, the multiplier is calculated as follows: 
5.7 percent of the total value of country-product lines that 
received EXIM support relative to total EXIM finance in 
the dataset. The multiplier is 1.35, implying that every dol-
lar authorized by EXIM in support of exports creates about 
$1.35 of additional exports. EXIM could support more than 
the actual authorizations because EXIM presence helps lock 
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Table 2     Panel regressions on exports and EXIM finance, half-yearly, bilateral, and sector data
Dependent variable: ln exports

Variable All trade Excluding aircraft Africa

EXIM_finance
0.0571***

(0.0136).../
0.0429***

(0.0132).../
0.317***

(0.111)../.

L.EXIM_finance
0.0282**

(0.014).....
0.0309**

(0.0134)./

F.EXIM_finance
0.000201
(0.013)..../

–0.0022
(0.013).

Observations 178,632 160,390 160,391 176,862 158,861 158,862 23,698

R-squared 0.927 0.93 0.929 0.927 0.93 0.929 0.823

Notes: Robust standard errors in parentheses.

*** p<0.01, ** p<0.05, * p<0.1.

Source: Author’s calculations.
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Table 3     Panel regressions on exports and EXIM finance, yearly, bilateral, and sector data
Dependent variable: ln exports

Variable All trade Excluding aircraft Africa

EXIM_finance
0.0347**

(0.015).....
0.0262*
(0.0148)

0.273**
(0.123)./

L.EXIM_finance
0.0233/

(0.0153)
0.0311**

(0.0152)...

F.EXIM_finance
0.0011.

(0.0153)
0.0068

(0.014).

Observations 93,057 78,634 78,634 92,099 77,827 77,827 13,206

R-squared 0.942 0.947../ 0.946../ 0.943.... 0.948 0.946./ 0.859../

Notes: Robust standard errors in parentheses.

*** p<0.01, ** p<0.05, * p<0.1.

Source: Author’s calculations.
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in other forms of finance and in some cases, spare parts and 
maintenance that may not be financed by EXIM. This ef-
fect also represents only the contemporaneous effect. To the 
extent that future trade relationships are developed, the effect 
will be larger.

The next three columns repeat the exercise excluding 
aircraft and results remain similar. The final column shows 
the results including only exports to Sub-Saharan African 
countries, where the effect is expected to be greater because 
importers from these countries are likely to have more dif-
ficulty accessing private financing and the EXIM Bank is 
instructed to support exports to the region. The coefficient 
estimate is significantly higher, suggesting that EXIM pres-
ence boosts trade to Africa by 30 percent. The multiplier is 
also greater for Africa: A dollar of EXIM finance boosts trade 
by $1.78. This could be because EXIM finance for a com-
pany helps to crowd-in private lending. 

Table 3 reports results using annual data. The effect is 
positive but slightly smaller, which is to be expected because 
the unit of observation is more aggregate. In addition, the lags 
are less significant, which is also expected as most financing 
available in any given year is used in the same year, though 
the coefficient remains positive and the magnitude is only 
slightly smaller than in the half-yearly data. The forwards are 
not significant and the point estimate is close to zero.

ROBUSTNESS

An important concern is the presence of zero trade flows in 
certain products, years, and countries. The previous regres-
sions were run on all positive trade flows. However, for some 
countries in some products and years exports are zero. Since 
the zeros offer information about when trade is too costly 
to happen, excluding them may bias the results. Control-
ling for zeros, by rectangularizing the data, is likely to lead 
to stronger effects, assuming EXIM also helps trade happen 

when it would otherwise not occur. To control for zeros, two 
approaches are taken. First, one is added to all zero bilateral 
flows and then the log is taken. Second, a Poisson maximum 
likelihood estimator, which allows for nonlinearities, is used 
on the data on export levels (as opposed to logs). Because the 
estimator does not converge when all fixed effects are incor-
porated, results are shown with country-year and country-
industry fixed effects only.  

The results are reported in table 4, using annual data. As 
reference, the first column reports results from yearly regres-
sions excluding zeros. As expected, results including zeros, 
shown in columns 2 and 3, are slightly stronger, suggesting 
that the presence of EXIM lending increases exports by 5 to 
6 percent. 

The magnitude of the effect of EXIM lending found 
in this Policy Brief is similar to that found in Agarwal and 
Wang (2016) when aircraft was excluded. It is unclear why 
the results presented here are different from theirs when all 
data are included. In columns 4 and 5 of table 4, the estima-
tion technique from Agarwal and Wang is tried: They focus 
on a specification with country-year and country-industry ef-
fects and a sample from 2007 to 2013, and they include the 
zeros in trade and add one. Using the data compiled here, the 
results remain robust. The only other potential difference is 
the sample. Their sample includes more countries but fewer 
industries. 

As a final robustness test, the likelihood of getting 
positive results by chance is considered. Bertrand, Duflo, 
and Mullainathan (2004) show that serially correlated er-
rors could underestimate the actual errors in difference-in-
differences estimates. The concern should be diminished in 
these data because the treatments are sprinkled throughout 
the data—and are not a single-period policy change. Still, 
it might be the case that an indicator variable has a high 
likelihood of being positive because the zeros are serially cor-
related and EXIM finance requires the presence of trade. To 
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Table 3     Panel regressions on exports and EXIM finance, yearly, bilateral, and sector data
Dependent variable: ln exports

Variable All trade Excluding aircraft Africa

EXIM_finance
0.0347**

(0.015).....
0.0262*
(0.0148)

0.273**
(0.123)./

L.EXIM_finance
0.0233/

(0.0153)
0.0311**

(0.0152)...

F.EXIM_finance
0.0011.

(0.0153)
0.0068

(0.014).

Observations 93,057 78,634 78,634 92,099 77,827 77,827 13,206

R-squared 0.942 0.947../ 0.946../ 0.943.... 0.948 0.946./ 0.859../

Notes: Robust standard errors in parentheses.

*** p<0.01, ** p<0.05, * p<0.1.

Source: Author’s calculations.
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test whether the results are driven by other properties of the 
data, a placebo test is performed. 

EXIM financing is present in 1.5 percent of observations 
on average each year. The placebo test is run by randomly 
assigning observations a value of one in 1.5 percent of the 
positive export observations of each year. Figure 2 displays 
the coefficients. Out of 100 runs, only 6 coefficients are sig-
nificant at the 10 percent level or higher and only one is posi-

tive and significant. The average coefficient is close to zero. 
These results show that the likelihood of getting positive and 
significant coefficients randomly would be only about 1 per-
cent of the time.

Overall, the results show that EXIM financing leads to a 
3 to 6 percent increase in trade. The result that only lags, and 
not leads, are significant suggests this is a causal effect. The 
results are robust to a number of robustness tests. 
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Table 4     Robustness of panel regressions on exports and EXIM finance, yearly
Dependent variable: ln exports

Variable
Positive trade

(1)
Zeros

(2)
MLE
(3)

Agarwal-Wang sample

(4) (5)

EXIM_finance

0.0347** 0.0470** 0.0636** 0.0730*** 0.0722***

(0.015).../ (0.0209)./ (0.0296)./ (0.0217).../ (0.0228).../

Observations 93,057 102,216 102,192 102,216 89,439

R-squared 0.942........... 0.86..........    0.828.......... 0.835......../

Notes: Column (1) is for reference and includes only positive trade flows. Column (2) includes zeros and  
adds one before taking logs. Column (3) includes zeros and estimates in levels using Poisson maximum  
likelihood estimator (MLE) and country-industry and country-year fixed effects. Column (4) repeats the  
estimation from Agarwal and Wang (2016), using country-year and country-industry fixed effects, and in  
Column (5) also uses the same period (2007–13). 

Notes: Bars in red indicate all coe�cients are signi�cant, bars in yellow indicate some coe�cients are signi�cant, 
and bars in blue indicate that none of the coe�cients in that range are signi�cant.
Source: Author’s calculations.

coe�cient range

distribution of coe�cients

Figure 2     Distribution of coe�cients from 100 placebo trials 
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CONCLUSION AND POLICY IMPLICATIONS

EXIM financing has a positive and significant effect on 
exports. It is additive—not a substitute for private sector 
financing. Specifically, financing increases exports by 3 to 
6 percent in a country-sector that receives it. On average, 
every dollar authorized by EXIM is associated with about 
$1.35 in additional exports. The results are significantly 
stronger for EXIM financing of US exports to Sub-Saharan 

Africa, where every dollar authorized increases exports by 
about $1.80. The estimates are, if anything, likely to be 
lower bounds, as US EXIM financing is constrained to be 
available only when other sources of financing are unavail-
able, and hence financing is more widespread when exports 
are low or falling because of unavailability of financing. In 
addition, these estimates include only contemporaneous ex-
ports; to the extent future trade relationships are developed 
the effect will be that much larger. 

Historically, a strength of EXIM was reliability, that 
exporters could turn to EXIM when credit conditions tight-
ened and private banks were constrained. In recent years, 
however, exporters have been at a disadvantage compared 
with their foreign competitors because of heightened uncer-

tainty around EXIM. The Bank remains constrained because 
the Board lacks a quorum and therefore cannot authorize 
transactions above $10 million. This limitation implies that 
exporters are unable to compete in some markets to their full 
potential. Removing this constraint is likely to significantly 
boost US exports. The change would not cost taxpayers; 
rather it would benefit them, as EXIM returns its profits to 
the Treasury. If EXIM’s lending capacity remains weakened 
or at risk, the United States will continue to lose export op-
portunities and the jobs associated with producing those 
exports. 
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EXIM financing has a positive 
and significant effect on exports. 

It is additive—not a substitute 
for private sector financing.


