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Ex-Im Bank to Survive Political Challenge

Caroline Freund says the agency plays a key role in maintaining US competitiveness and ensuring that small
businesses have access to overseas markets.

Unedited transcript of interview recorded October 28, 2015. © Peterson Institute for International Economics.

Pedro da Costa:

Caroline Freund:

Pedro da Costa:

Caroline Freund:

Pedro da Costa:

Caroline Freund:

Pedro da Costa:

Hi. 'm Pedro da Costa, Editorial Fellow here at the Peterson Institute for International
Economics. And I'm joined by Caroline Freund who's here to talk about Export-Import
Bank and how it’s become a political football here in Washington. So, first of all tell us a
liccle bit about the history of the bank and why you think that it’s something that we cant
do without?

Thank you, Pedro. The Ex-Im Bank is important for a number of reasons. So, the first
one is that everyone else is doing it. So, you have China out there who’s done more export
financing in the last two years than our institution has done in its entire history. Why are
they doing it? Because there are huge infrastructure projects and other kind of projects
happening around the world that need to be financed and provided with machinery and
other types of goods to have these projects go forward and other export credit agencies are
supporting their exporters to get these types of contracts.

So, it’s a competitiveness?

Yeah. So, if we want to be out there competing in this really competitive global economy
at this time then the US needs —but, you know, that’s not the only reason. It’s also really
important for small businesses where their local banks might not be equipped to provide
financing to export to different countries around the world. So, it’s really the small
businesses that benefit the most in some sense, their 90% of transactions, but it’s also the
really big exporters who are competing against you know, export powerhouses around the
world.

But, it’s interesting, you mention that because a lot of the criticism that is leveled at the
bank is that it basically is this subsidy for big businesses. But, you're saying that’s not the
case.

No, that’s not the case at all. I mean, first of all it’s a highly profitable institution. So, at this
point in time —first of all, financing is very competitive, but it’s completely additive. These
are transactions that wouldn’t happen without the export credit agency. It’s actually not
allowed to compete with private banks as part of its charter.

So, this is a completely additive type of financing for transactions where you need it well in
advance because of the importer or because private banks aren’t equipped to do that type of
business.

So, how did an institution or an agency that was fairly, non-descript and kind of in the
background in Washington suddenly become a political football and making headlines all
the time?



Caroline Freund: Well, I think it’s mainly grandstanding. So, there are people out there whod like to see
smaller government. So, what do you do? You pick an agency and you go after that agency.
Well, this was a target. So, it was a target in part because it’s an agency not that many
people know about until it became a target. And it must have appeared like an easy target
to some. It’s actually hard for me to understand why you would pick this agency. If you
want to go after crony capitalism go after sugar subsidies or something like that.

Pedro da Costa: ~ Sure. And so, did it turn out to be an easy target? What's likely to happen, what do you
expect to be the developments in the near term?

Caroline Freund: Well, I think it’s looking pretty good now. So, ultimately democracy was delayed, but it
prevailed. So, the house voted with three quarters of the members and the majority of the
Republicans and nearly all of the Democrats to re-authorize the bank. And now, the Senate
had voted in June, but they joined it with the transportation bills. So, now we have to
somehow work that out. That transportation bill’s going back to the house now. I think it
has a November 20th deadline. So, we would hope to see some movement by the end of
November.

Pedro da Costa: ~ Thank you so much for joining.
Caroline Freund: Thank you.

Pedro da Costa: I appreciate it.



