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EXECUTIVE SUMMARY 

 

UK Export Finance (UKEF), formerly known as the Export Credits Guarantee Department 

(ECGD) was founded in 1919 and sits within the Department for Business, Innovation and 

Skills. The purpose of this department is to complement the private market by providing 

assistance to UK exporters, principally in the form of insurance and guarantees to banks.   

 

Over the last five years, UKEF has guaranteed between £1.5bn and £3bn in exports each 

year, with a portfolio increasingly dominated by civil aerospace export business to non-

OECD markets, particularly Airbus sales to emerging economies.1  In 2007-08, 57% of 

the portfolio was in defence guarantees, but since then defence guarantees have 

represented less than 5% of the portfolio.2  This concentration in the portfolio has been 

acknowledged by the Coalition Government and in 2010 the range of markets, export 

types and business sectors widened.  Concerns remain, however, amongst both the 

business and NGO community about the diversity of support offered by UKEF and the 

standards it attaches to its existing support. 

 

This Parliamentary inquiry was the first of its kind to consider how UKEF can achieve the 

twin aims of supporting export-led growth and promoting a wider range of businesses, 

including small, medium and green businesses. The inquiry was led by chairs from each 

of the three main parties and heard evidence from a range of witnesses including 

business representatives, private export finance firms, academics, NGOs and UKEF itself.  

 

Firstly, the inquiry was satisfied that UKEF is necessary to address a genuine market 

failure and help British business compete, evidenced not only by its staunch support from 

many of the business witnesses but also by the fact that other countries have developed 

similar organisations.   UKEF’s expertise in medium to long-term business is vital but it is 

also necessary that in times of major financial crisis and disruption, UKEF step in to 

provide support where the private sector withdraws.  For some businesses, UKEF support 

is absolutely essential for them to win export contracts: 

 

For us, it's really key that export finance are right on there alongside us and we can go in 

and say we've got the finance sorted because of the way our three ECAs work together. 

Airbus, oral evidence 

 

However at present, UKEF backs less than 1% of British exports and we heard evidence 

that many small and medium-sized businesses are unaware of its products and services.  

Its growth impact, particularly compared to many of its European counterparts, is 

minimal and could be improved.  The inquiry found that many other export credit 

agencies back a much greater percentage of their countries’ exports, which has a clear 

impact on their exporting capability.  Perhaps most tellingly, one business representative 

described the department as a ‘best kept secret’3 and other business membership bodies 

                                       
1 UKEF Annual Reports, 2007-2012 
2 2011-12 UKEF Annual Report 
3 Greater Manchester Chamber of Commerce, written evidence 
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found that 65% of their membership was unaware of its existence.4  The inquiry 

recommends that UKEF review its products, consider bespoke services for SMEs and 

emerging sectors.  In particular, it must look to improve its efforts at awareness-raising 

and engagement with businesses and banks outside of its traditional customers, that is 

large aerospace and civil defence projects. 

 

In recent years UKEF has come under criticism from several sources for failing to support 

green business and technology and for funding business which has committed human 

rights and environmental abuse abroad.  Its own website states that it takes account of 

factors beyond the purely financial, and of relevant government policies, in respect of 

environmental, social and human rights impacts; debt sustainability and bribery and 

corruption.    However, the inquiry heard that at times the UKEF has operated in a way 

that is at odds with the Government’s wider commitment to climate change and human 

rights. 

 

UKEF clearly operates rigorous credit and financial risk standards to ensure it meets its 

financial objectives’5 but equivalent rigour has not necessarily been applied to 

environmental and social implications of projects.6  Given that the UK was co-sponsor of 

the resolution endorsing the UN Guiding Principles in June 2011, which affirm that: 

 

“States should take additional steps to protect against human rights abuses by 

business enterprises that are owned or controlled by the State, or that receive 

substantial support and services from State agencies such as export credit 

agencies and official investment insurance or guarantee agencies, including, 

where appropriate, by requiring human rights due diligence.” 

 

The inquiry welcomes the fact that in June 2012 members of the OECD Export Credit 

Group agreed upon the text of a revised form of the OECD Council Recommendation on 

Common Approaches on Officially Supported Export Credits and Environmental and Social 

Due Diligence. The revised Common Approaches agreement builds upon the experience 

gained through the implementation of the 2007 Common Approaches and wider 

developments in the field of environmental and social sustainability. It includes 

benchmarking projects to the revised performance standards of the International Finance 

Corporation, a member of the World Bank Group. The re-naming of the agreement 

reflects greater emphasis on including consideration of the social impacts of projects that 

export credit agencies support.  

 

The inquiry also welcomes the disclosures on each deal in the annual report and 

emphasises that UKEF must continue to demonstrate its commitment to upholding 

environmental and human rights standards in order to mitigate risk and protect the 

reputation of UKEF and British business. 

                                       
4 http://www.britishchambers.org.uk/zones/policy/press-releases_1/bcc-international-trade-survey-

shows-moregovernment-support-needed-for-uk-exporters.html 
5 British Bankers Association, written evidence 
6 JCHR, ‘Is it any of our business?’ 2009; Environmental Audit Committee, ‘The ECGD and 

Environmental Sustainability’ 2008 
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SUMMARY of RECOMMENDATIONS 

 

1. Ministers should review UKEF’s mission statement to take a more hands-on 

approach to develop export finance skills and help UK businesses grow, embodying 

best practice from around the world. 

2. Ministers should ensure that UKEF is equipped to strategically target new sectors 

with long term financing needs for example the renewable sector; employ sector 

specialists within a clean energy division; work closer with the sector to 

encourage applicants; and create a clear mandate to support the industries of the 

future, including developing environmental targets that should be included in the 

Government’s Carbon Plan. 

3. UKEF should develop bespoke services for SMEs and emerging sectors in close 

partnership with UKTI, the Green Investment Bank, the Carbon Trust and all 

relevant organisations and Whitehall departments. 

4. UKEF should maintain efforts at awareness-raising and engagement with 

businesses and banks, through better coordination with chambers of commerce, 

local trade and existing banking networks, the Federation of Small Businesses, local 

political representatives such as MPs, chambers of commerce and banks, 

particularly in the training of small business managers.   

5. UKEF should respond more flexibly to changing market conditions; take a ‘bigger 

picture strategy’, by reviewing the market constantly. 

6. UKEF should improve signposting to commercial sources of financing and in-

country infrastructure; consider appointing UKEF advisers at key embassies.  

Upgrade website and search engine links. 

7. UKEF should conduct a thorough review of its products and in particular consider 

the possibility of paying brokerage on more products.  UKEF should engage with 

credit insurance brokers who can play a role in fielding queries, explaining policies, 

and in making sure that the cover is fit for purpose. Brokers could also assist the 

application process in demonstrating any lack of availability of commercial export 

credit insurance solutions in the private market that may be needed to justify 

UKEF’s involvement. 

8. UKEF should regard the OECD Common Approaches as a starting point for ESHR 

standards; expand the standards to all project applications, including 

aerospace and at all values; impose penalties on companies that violate standards; 

appoint a non-executive director to the management board with human rights 

experience and allow EGAC to review current applications on request.  No project 

should be granted cover until its ESHR assessment is completed. More 

transparency is welcomed. 

9. UKEF should establish a grievance mechanism; consult on a prohibitions list for 

arms; and conduct a review of existing best practice on human rights and the 

environment in the private sector to ensure UKEF standards do not cover projects 

that the private sector would not on ethical grounds. 

10. UKEF should publish all impact assessments, subject to reasonable commercial 

confidentiality constraints and audit all debts owed. 
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INTRODUCTION  

 

This inquiry was the first of its kind to examine how UK Export Finance (UKEF) can 

simultaneously promote export-led growth and uphold environmental, social and human 

rights standards.   

 

Concerns about the impact of UKEF have been well documented, but little attention has 

been given to how it can practically support the highest ethical and environmental 

standards whilst effectively and efficiently supporting UK growth. This inquiry considered 

how best the UK can achieve these twin aims by looking at three areas: 

 

1. How can the UKEF better support UK growth?  

2. How can the UKEF encourage and support responsible business practice?7 

3. Is the UKEF fit for purpose? 

 

The chairs took oral evidence from a wide range of business, NGO, academic and UKEF 

representatives as well as written evidence, details of which are in appendix 1.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                       
7 By ‘responsible’, we mean in accordance with the UN Guiding Principles on Business and Human 

Rights, which counts human rights as the international bill of rights and the basic ILO conventions 

How UKEF works 

 

UKEF offers products that fall into two categories: 

 

Finance: where a bank (normally in the UK) provides a loan to an overseas borrower 

in order to finance the purchase of goods or services from a UK exporter. 

 

Insurance: UKEF insures exporters directly against specified causes of losses. For 

example, buyer insolvency or political risks, including war. 

 

UKEF also has powers to provide reinsurance to domestic private insurers who insure 

exports sold on short terms of credit, ‘reinsurer of last resort’. 

 

A typical case will involve an exporter contacting UKEF to enquire if cover can be 

given for the country they are exporting to. UKEF issues a preliminary indication of 

the support that may be considered and the likely premium charge on a ‘without 

commitment’ basis. If cover is available and the exporter wants to pursue support, it 

submits an application form. 

 

A single large export deal can typically involve the provision of a number of different 

UKEF facilities.  UKEF provides guarantees for the portion of the product or service 

manufactured in the UK. 
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The Export Finance Market 

 

During recessions it is normal for international trade activity to decline. In the slowdown 

which began in 2007, world trade fell more quickly than can be justified by the decline in 

demand alone.  Empirical evidence indicates that the decrease in the availability of export 

finance has worsened the recession.  The World Bank has estimated that restrictions in 

export finance were responsible for 10-15% of the fall in global trade;8 the UK’s 

traditional export markets in Europe and North America have been disproportionately 

affected by the economic downturn.  Over half of the UK’s exports go to half a dozen 

countries that are suffering low growth. 

 

For most exporting businesses, their first port of call when they win a new deal will be 

their bank.  Specialist private export finance firms exist, such as Euler Hermes, Atradius 

and Coface but during the downturn, UK exporters have seen the withdrawal of credit, 

the reduction of credit limits on their buyers and an increase in premiums, severely 

hampering their ability to accept and fulfil export orders. Many exporters have struggled 

to obtain finance from banks that relied on the existence of short-term trade credit 

insurance as a form of collateral for their lending.9  Some companies had cover pulled 

virtually overnight and were left without access to finance to fund overseas trade. The 

insecurity that this created is still felt today.10  

 

The insurance market has been particularly affected by: 

 

1. The cost of export insurance, where available, increased markedly 

2. In many cases the maximum liability was  capped at a level that is below the value 

of the assignment 

3. Export credits are increasingly difficult to obtain, particularly for emerging markets 

in Eastern Europe and South East Asia (deemed high risk, therefore uninsurable by 

private companies)11 

 

When evidence for this report was taken in 2012, it was clear both from the private 

sector providers and business representatives that the private sector was regaining its 

appetite to provide cover:12 

 

we insure far more turnover so we take more risks on board than we have covered in the 

past, that's a long-term trend, there might be some price increase in the UK in 2002, 

2003 maybe, there were some increases in 2008, early 2009 but they disappeared quite 

rapidly.  

Euler Hermes, oral evidence 

 

                                       
8 World Bank quoted in European Commission, 2009, A Multilateral Initiative to protect trade finance. 
9 BIS Select Committee Exporting out of Recession, January 2010 
10 Greater Manchester Chamber of Commerce, written evidence 
11Response to ECGD consultation on Letter of Credit Guarantee Scheme 
12 Euler Hermes, oral evidence; Voith oral evidence 
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But because businesses had been badly scarred by the experience of having their ‘cover 

pulled overnight three years ago by the commercial companies’ and the commercial 

market was not yet at the stage it was pre-recession,13 they did not have the confidence 

to export again without government support.   

 

The Coalition Government has implemented a number of steps in response to these 

issues.  The Plan for Growth published in March 2011 announced that UKEF’s Letter of 

Credit Guarantee Scheme, introduced in 2009 as a temporary response to the economic 

downturn, would be made permanent. It also announced that UKEF’s guarantees could 

continue to be used to raise long-term finance for UK exports. 

 

A number of new products were also announced by UKEF for Small and Medium 

Enterprises (SMEs) and, as part of the Government's 'Britain Open for Business' strategy, 

UK Trade and Industry (UKTI) has forged a partnership with UKEF to promote access to 

trade finance for SMEs and green technologies.  UKEF and UKTI have been undertaking a 

market awareness campaign across the UK with banks, trade associations and 

professional bodies to meet SMEs to inform them of the availability of their new products. 

 

The Foreign Office has also redefined itself as a key proponent of UK trade, launching a 

programme which targets several 'new emerging markets' including: Colombia, 

Indonesia, Vietnam, Egypt, Turkey and South Africa.  But exports to these countries still 

have much further to grow as shown by UKEF’s most recent annual report, which shows 

only one product in each of Colombia, Vietnam, Egypt, and South Africa, two in Turkey 

and none in Indonesia.14 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                       
13

 Greater Manchester Chamber of Commerce, oral evidence 
14 UKEF annual report 2011-12 
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International Best Practice 

Germany 

 

The example of Germany was raised by several witnesses, both in terms of its all-round 

support for German exporters and its strategic focus on the renewable sector. 

 

The management of Germany’s Export Credit Agency is led by Euler Hermes in 

partnership with PricewaterhouseCoopers. Decisions on matters of principle and the 

underwriting of large export transactions are made by an inter-ministerial committee.  In 

2010, it supported almost ten times the volume of exports that were supported by UKEF 

(€32.4bn) and received 37,000 applications for cover, over 70% of which were from 

SMEs.15 

 

Domestically, Germany’s strategic investment bank, Kreditanstalt für Wiederaufbau 

(Reconstruction Credit Institute), makes use of existing government holdings in the 

banking industry and raises large amounts of money on the commercial markets, backed 

by a smaller capital base provided by government.  It offers a wide range of services to 

German exporters including help with business start-ups, expansion plans, loans and 

support for training and professional development.16 A role that will not necessarily be 

performed by the UK’s announced Investment Bank. 

 

The external infrastructure to support German exporters was also held up as exemplary.  

The Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) has more than 

17,000 staff around the world to help German businesses realise their global potential 

and link this with development goals.  The Renewable Energy Association (REA) told the 

inquiry: 

 

You run into GIZ people all around the world.  They facilitate projects, development, 

German business abroad, they really are incredibly powerful. 

Renewable Energy Association, oral evidence 

 

The REA claimed this was in stark contrast with the UK situation, where green exporters 

are frustrated by the lack of support for UK business in bidding for aid budgets, which are 

increasingly focussed on renewables.  Aid budgets represent significant business 

opportunities for green exporters and the REA felt that their members are not given basic 

support such as signposting.  They described the situation as ‘a total asymmetry for 

access to those types of opportunities.’17 

 

                                       
15 BExA, ECGD 2nd Benchmarking Paper 

http://www.bexa.co.uk/docs/BExA%20ECA%20benchmarking%20paper%202011%20-

%20111020%20bexa%20research%20-%20eca%20benchmarking%20v16%20_final%20version.pdf 
16 http://www.kfw.de/kfw/en/Domestic_Promotion/index.jsp 
17 REA, oral evidence 

http://www.bexa.co.uk/docs/BExA%20ECA%20benchmarking%20paper%202011%20-%20111020%20bexa%20research%20-%20eca%20benchmarking%20v16%20_final%20version.pdf
http://www.bexa.co.uk/docs/BExA%20ECA%20benchmarking%20paper%202011%20-%20111020%20bexa%20research%20-%20eca%20benchmarking%20v16%20_final%20version.pdf
http://www.kfw.de/kfw/en/Domestic_Promotion/index.jsp
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Furthermore, Euler Hermes had an exclusion criterion for nuclear power exports from 

2001-2009. 

 

The Netherlands 

 

The inquiry heard that Netherlands has incentives and disincentives in place to promote 

the business responsibility to respect human rights.  To access export credits or join 

foreign trade missions, businesses must show that they comply with the OECD Guidelines 

on Multinational Enterprises.  In 2001 the Minister for Foreign Trade introduced corporate 

responsibility requirements for all government departments involved in supporting 

business abroad including its export credit agency and has trained embassy staff who are 

in a position to support Dutch businesses abroad in addressing human rights.   

 

The Netherlands’ UKEF equivalent is an insurance arrangement with the state, which 

reviews all its transactions to establish whether they meet standards on: 

 Combating bribery  

 Sustainable lending policy 

 Supply chain responsibility 

 Fundamental ILO labour standards 

 Environmental impact and social impact. 

 

It also conducts an environmental and social analysis on all sensitive sectors, which they 

consider to include: 

 Oil and gas industry 

 Dredging industry 

 Greenhouses 

 Chemical industry 

 Paper and pulp 

 (large scale) Agriculture and horticulture 

 Textile industry 

 

And sensitive areas to be: areas with a high natural value (e.g., national parks, wetlands, 

biological diversity hotspots); areas with a high population pressure; areas with 

indigenous people; and areas of historical or archaeological significance.18 

 

The agency supports a much more varied selection of businesses than UKEF, of varying 

sectors and sizes19 and the inquiry heard that compliance to corporate social 

responsibility (CSR) standards tends to be easier for SMEs than for large corporations 

involved in large-scale projects with high impacts.  Furthermore, in July 2012 a high-level 

working group on export finance consisting of private sector and government 

representatives presented a report to the Dutch Ministry of Finance, which found that 

CSR regulation is not a bottleneck for access of SMEs (or any other company) to the 

export credit facility.20 

                                       
18 ECA Watch written evidence 
19 ECA Watch oral evidence 
20 ECA Watch written evidence 
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Norway 

 

The inquiry heard of the Norwegian experience in the 1970s when export credits were 

strategically used to support the shipbuilding industry.  The policy was later described as 

‘reckless lending’, given it contributed to building ships of very poor quality and mounted 

debts with a number of developing and under-developed economies. 

 

It supported the Norwegian labour force; it did not support those who got the credits. 

Hans Olav Syversen, oral evidence 

 

The incident resulted in a vote of no-confidence against the Minister of Trade, Halvard 

Bakke, which was only narrowly defeated; the Minister of Development later described 

the campaign as a ‘stain of shame’ on Norwegian aid policy.21 

 

Between 1998 and 2006 the Norwegian government cancelled the debt of all the 

countries involved (with the exception of Sudan and Myanmar), and did not count it as 

Official Development Assistance.  The current Norwegian government has a commitment 

to audit all of the debts still owed to it.  

 

Norway’s export credit agency in its present form strategically targets sectors that have 

been particularly hurt during economic downturns and on which communities are reliant, 

for example fisheries.22  It has recently been forced to take the agency back into state 

ownership because, despite its predecessor being government-backed and in good 

financial shape, it could not attract loans from the private sector during the recession.23 

 

The agency screens all of its applications for environmental and social impacts and its 

sovereign fund acts as a model for awarding export credits; it excludes projects that are 

involved in: the production of weapons that violate fundamental human rights; tobacco; 

contribution to serious human rights violations; serious violation of the rights of 

individuals in situation of war or conflict; severe environmental damage; gross 

corruption; and violation of fundamental ethical norms.   

 

The inquiry heard that there is a large degree of political consensus around the need for 

ethical standards in state-funding of business and that there had been no major impact 

on Norwegian business as a result of these standards: 

 

It’s been more or less acknowledged by the big business community that we have to 

have some standards of our own, we can't just rely on what is the international 

consensus. 

Hans Olav Syversen, oral evidence 

 

 

                                       
21 http://eurodad.org/uploadedfiles/members/norways%20creditor%20responsibility.pdf 
22 Hans Olave Syversen, oral evidence 
23 Hans Olav Syversen, oral evidence 

http://eurodad.org/uploadedfiles/members/norways%20creditor%20responsibility.pdf
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The USA 

 

The inquiry heard that both the US’ export credit agency (OPIC) and its Export-Import 

Bank take a much more hands-on and strategic approach to certain industries than UKEF.  

In 2007, OPIC launched a clean energy division, which has dispensed more than $2 billion 

in financing for a wide variety of renewable energy and efficiency projects, along with the 

insurance needed to allow these projects to progress in risky regulatory environments 

overseas. OPIC financing has supported about 728MW of renewable energy and avoided 

931,000 tonnes of carbon dioxide emissions. 

 

OPIC published a revised sustainability strategy in 2011, which explained how it would 

seek to increase its support for renewables by: reducing the emissions profile of OPIC’s 

portfolio; establishing an annual transactional cap to constrain the addition of large 

carbon emitting projects to the portfolio; supporting energy efficiency, renewable and 

clean technology; and enhancing accounting and transparency.24   

 

It achieves this by encouraging US exporters to finance projects in emerging countries 

that have taken the right policy steps, such as implementing renewable portfolio 

standards or feed-in tariffs.  It now represents more than one third of all funding from 

the US government to meet its ‘fast-start’ climate financing commitments under the UN 

climate process.25  

 

Environmental groups told the inquiry that organisations like these have a clear plan to 

support the renewable sectors and targets to reduce the carbon intensity of their 

portfolio, which is why they do so much more business in the renewable space.  The 

Export-Import bank offers dedicated support to its SMEs with specially designed and 

relevant products such as the Supply Chain Finance Guarantee, sector-focused products 

such as the Medical Equipment Initiative and the Transportation Security Exports 

programme and dedicated support for the green and medical industries and companies 

owned by veterans, women and minorities.  In 2010 Ex-Im issued over 3,500 policies, 

20% of which were issued to US SMEs. 26 

 

Yet both organisations continue to provide active support for long-term business.  For 

example, the inquiry heard from Airbus that UKEF’s US counterparts were much more 

active in lobbying for Boeing to win contracts and that airlines have stated that Ex-Im 

representatives often lobby them more than Boeing themselves do.  Sales campaigns 

with airlines in Japan, Korea, Ethiopia and Panama have been lost to Boeing as a result of 

considerable political pressure by the US government and by the favourable terms offered 

to the airlines by Ex-Im from the US. 

 

                                       
24 www.fedcenter.gov/_kd/Items/actions.cfm?action=Show&item_id=16170&destination=ShowItem 
25 www.exporter.com/compliance-logistics/regulations/opics-clean-energy-export-drive-environmental-

finance/ 
26 BExA, Ibid. 

http://www.fedcenter.gov/_kd/Items/actions.cfm?action=Show&item_id=16170&destination=ShowItem
http://www.exporter.com/compliance-logistics/regulations/opics-clean-energy-export-drive-environmental-finance/
http://www.exporter.com/compliance-logistics/regulations/opics-clean-energy-export-drive-environmental-finance/
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Obama gets on a plane, Hilary Clinton gets on a plane, they go straight in to see the 

Chinese President and they're working on a deal and Boeing are usually on the agenda. 

Airbus, oral evidence 

 

How does the UK compare? 

 

Clearly, there are export credit agencies around the world, some of them the UK’s direct 

competitors, that hold themselves and the business they support to certain higher 

environmental and human rights standards than the UK.  For example, whilst UKEF 

excludes no category of business, exclusion lists exist in: Belgium for endangered forests; 

Austria for nuclear plants and arms; the US for arms and pesticide or chemical exports 

that fall into a specialist list.27 

 

Similarly, a 2010 survey revealed that thirteen members of the OECD assess all projects 

for their environmental impacts and only four (including the UK) have no requirement on 

applicants to make monitoring reports and related information publicly available.28 

UKEF has also provided no discourse in line with, for example the US, on how it is 

tackling sustainability issues. 

 

In terms of supporting growth, UKEF turnover remains low in comparison with other 

export credit agencies.  Other similar sized countries with an active export credit agency 

have a higher export ranking than their GDP ranking would suggest and the British 

Exporters’ Association (BExA) contends that there is a relationship between an active 

export credit agency and export volumes: 

 

2010 world rankings for the GDP and ECA-backed exports of the 10 largest exporters29 

Exports world 

ranking 

Country Total value of 

exports ($’Bn) 

ECA-backed 

exports 

GDP world 

ranking 

GDP ($’Bn) 

1 China 1,506.0 7.96% 2 9,872 

2 Germany 1,337.0 2.22% 5 2,960 

3 USA 1,270.0 1.93% 1 14,720 

4 Japan 765.2 18.53% 3 4,338 

5 France 508.7 5.24% 9 2,160 

6 South Korea 466.3 31.13% 12 1,467 

7 Italy 458.4 3.21% 10 1,782 

8 Netherlands 451.3 0.70% 21 680 

9 Canada 406.8 20.34% 14 1,335 

10 UK 405.6 0.84% 7 2,189 

 Sub-total 7,575.3   41,503 

 Total world 14,920.0   63,048 

 

                                       
27 ECA Watch, written evidence 
28 

http://search.oecd.org/officialdocuments/displaydocumentpdf/?cote=tad/ecg(2010)10/final&doclangua

ge=en 
29 BExA, Ibid. 

http://search.oecd.org/officialdocuments/displaydocumentpdf/?cote=tad/ecg(2010)10/final&doclanguage=en
http://search.oecd.org/officialdocuments/displaydocumentpdf/?cote=tad/ecg(2010)10/final&doclanguage=en
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Strategic targeting of sectors and industries is a major difference between the UK and 

many of its counterparts.  South Korea, for example, develops strategic industries as 

future growth engines by targeting potential growth sectors that work with Korea’s 

existing strengths in manufacturing and exports.  Sector goals also feed into cluster, 

regional, innovation and education policies.  In 2009, exports grew to 50% of South 

Korean GDP, which can at least be partially explained by such strategic targeting.30 

 

The lack of support and infrastructure for UK exporters in-country was highlighted as a 

major disadvantage, particularly in comparison to Germany.  The example of British 

Sugar was raised, which is a very large employer in many developing countries and had 

sought to use its by-products to develop the local economy through renewables but had 

been unable through lack of government support. 31 

 

Supporting an export-led recovery 

 

Current and past customers of UKEF were generally positive about the support and 

services provided by the department   

 

UKEF plays a vital role in supporting the UK’s export manufacturing and services 

industries and therefore is a pivotal part of the Government’s National Export Challenge 

BExA, written evidence 

 

the UKEF have taken a real leadership role in that they've done an agreement that one of 

[the three ECAs] will front a deal, which is really helpful. . .we're really pleased with the 

way the three agencies have started working together. . . UKEF often front the deals 

frankly because they're more organised, they've got good people, they've got people 

there who know about export, they've got people who know about aircraft financing. 

Airbus, oral evidence 

 

From experience and feedback from members the service offered by UKEF is well 

respected and has at times proved the difference when setting up an export opportunity. 

The problem is that very few members are aware of its existence and few are aware of 

other vital support organisations such as UKTI. 

Greater Manchester Chamber of Commerce, written evidence 

 

There was consensus that over the last three years, UKEF has made a concerted effort to 

reach out to new business and SMEs through measures such as appointing an export 

finance specialist in each of the regional offices of UKTI to promote awareness, provide 

advice and signpost exporters, the introduction of new products and services and through 

efforts to raise awareness of its existence.  However, concerns remain around UKEF’s 

capacity to support growth in four key areas: products, exporter awareness and 

engagement and strategic provision for particular sectors. 

 

 

                                       
30 http://www.cbi.org.uk/media/1545028/cbi_industrial_policy_a5_report.pdf 
31 REAn oral evidence 

http://www.cbi.org.uk/media/1545028/cbi_industrial_policy_a5_report.pdf
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Products 

 

The Fixed Rate Export Finance product was abolished in 2010, which some organisations 

believed put UK exporters at a disadvantage in international markets where their 

competitors can access this type of cover from their respective export credit agency.  In 

some situations, a government-supported fixed interest rate scheme can be necessary to 

be compliant with requests for financing when bidding for export contracts.32 

 

It was also raised by several business groups that other agencies have a provision for 

direct lending.  The British Bankers’ Association pointed to the fact that European 

legislation, which places restrictions on government-supported export credit lending, and 

current stresses in the financial markets have impacted on the availability of export credit 

funding by the banks and the number of banks engaged with export credit financing in 

the UK has contracted.  This may necessitate a change to the UK’s export credit financing 

model which presently relies heavily on the availability of funding from banks.   

 

UKEF has started to explore options with the Treasury on ‘whether the challenges faced 

by banks in providing funding can be mitigated without unacceptable adverse implications 

for public sector net debt’33 but progress has not been as quick as it has been with other 

ECAs.34 

 

The inquiry calls on UKEF to publish the proposals it is exploring and to consult 

on direct lending provision and on the reintroduction of the Fixed Rate Export 

Finance scheme. 

 

Exporter awareness and engagement  

 

Whilst there are no doubt real success stories associated with UKEF, one witness referred 

to the department as a “best kept secret”, citing a general lack of awareness and 

knowledge of its products and services. There was consensus that the profile of UKEF 

should and could be much higher. 

 

For example, it was established in research by the British Chambers of Commerce (BCC) 

that of 8,000 businesses surveyed, some 65% were unaware of the existence of UKEF.  

Similarly, the Greater Manchester Chamber of Commerce found that only 40% of its 

members already exporting had heard of UKEF, over 60% of businesses currently 

exporting had not heard of the new trade products on UKEF’s books and of those 

businesses that were expecting to export in the next 6-12 months this figure was 70%. 

 

We tried the banks, we tried the private insurance market, we tried Lloyds and we 

weren't big enough, we tried our credit insurance, we tried our Head Office Treasury 

company and there was really nowhere left to try and I think ECGD, I mean I don't know 

                                       
32BExA, Ibid. 
33 UKEF, written evidence 
34 BIS Select Committee, Ibid. 
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how they go about it, but if they were better known to us, that they were open for 

business, for our size of company, we would have gone to them a lot earlier in the 

process. 

Voith, oral evidence 

 

There were concerns that the plethora of different schemes available from UKEF can be 

overwhelming and complex to negotiate even for those businesses that are sufficiently 

knowledgeable in this area.  Chambers of Commerce described situations where members 

have approached banks about UKEF products to be told that the bank knows nothing 

about them.  Not only is there a lack of awareness amongst potential UKEF customers but 

also amongst the intermediaries and better engagement with the banks is necessary.  

The UKEF website also fails to come high in any google search and the website itself is 

confusing and hard to navigate. 

 

And concerns were raised about the isolation of UKEF from the rest of Whitehall.  

Although UKEF now cooperates more with the UKTI, several witnesses felt that it was 

distanced from the FCO in particular. 

 

One of the other issues that I feel is quite important is the lack of joined-up thinking 

between sectors; you've got the Foreign Office, you've got all the embassies, if you're 

exporting to a new part of the world you don't know anyone in that part of the world and 

you're in an extremely exposed position.  The people that do know are the people in the 

embassies but there's that disconnect now between embassies and the trade missions. 

Federation of Small Businesses, oral evidence 

 

Confidence can be undermined by a lack of policy coherence and poor alignment of 

objectives between different parts of government 

CBI, ‘Creating confidence: A new approach to industrial policy’35 

 

It was suggested that UKEF’s international counterparts are much more involved in the 

growth of domestic businesses.   A recommendation was made that UKEF should have a 

mission statement closer to that of US Ex-Im bank’s, which aims to enable US companies 

to turn export opportunities into job creation,36 or that of private sector insurers: 

 

From the commercial point of view we're here to help your business to grow, it's not just 

about avoiding bad debt, we're here to help you grow your business and that is our 

primary responsibility. 

Euler Hermes, oral evidence 

 

UKEF has taken steps to respond to these criticisms and undertaken a series of measures 

including: over 200 events with over 12,500 attendees in conjunction with Chambers of 

Commerce, banks and trade associations; working with UKTI to promote its new products 

to a wide range of audiences; begun paying brokerage on its Export Insurance Policy so 

brokers can introduce exporters to the cover, and ensure that it fits their demands and 

                                       
35 CBI, Ibid. 
36 BEXA, Ibid 
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needs.  It has also encouraged its customers to promote its services down their own 

supply chains37 and to inform UKEF when they are approaching their bank so they can 

work closely with the bank to ensure that the needs of the exporter are well served.38 

 

Diversity of UKEF Business 

 

‘The average size transaction for ECGD is still high at £15m and we need this figure to 

come down dramatically if we are to feel SMEs are being looked after.’ 

BExA, ECGD benchmarking paper39 

 

UKEF has traditionally supported a few, very large projects and despite efforts to reach 

out to SMEs, the number of smaller projects on their books has remained low.  At 

present, less than 1% of UKEF’s business volume (£10.6m) is for SMEs. 

 

Supported business volume that is SME related40 

 
Similarly, in comparison to many of its counterparts, the proportion of business on UKEF’s 

books from the renewable space is relatively small.  This remains the case despite the 

Coalition’s commitment to ensure that UKEF ‘become champions for British companies 

that develop and export innovative green technologies around the world, instead of 

supporting investment in dirty fossil-fuel energy production.’41 

 

UKEF currently has 31 liabilities on its book that are officially defined as fossil fuel 

projects and in July Vince Cable announced to Parliament that the voluntary 

environmental standards on UKEF projects would remain, meaning that the government 

has taken no action to halt support of ‘dirty fossil fuel’ projects.42  UKEF does have 

projects on its books, which have for example a beneficial carbon effect but its Chief 

Executive admitted that despite efforts to liaise with trade associations in the renewable 

space, they have been unable to support any major renewable products: 

 

                                       
37 Airbus oral evidence 
38 UKEF, oral evidence 
39 BExA, Ibid 
40 Ibid. 
41 Coalition Programme for Government 
42 Written Ministerial Statement, UKTI and ECGD Support for Green Technologies (17 July 2012): 
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It is a source of frustration to colleagues who liaise with the sector that we haven’t yet 

been able to point to a windmill, wind turbine or equivalent renewable project that we’ve 

been able to support. 

UKEF, oral evidence 

 

UKEF argues that successive governments have required them to operate within a policy 

framework which requires it to complement and not compete with the private market.43  

It therefore operates under the assumption that it can only respond to demand and not 

seek to create it by targeting particular sectors or businesses.  The aerospace industry 

creates significant demand for UKEF’s traditional products and as a result, UKEF is clearly 

extraordinarily well-equipped to provide Airbus and its suppliers with support.   

 

However, this has led some to claim that ‘UKEF is not ready to do the job articulated by 

the Coalition Government of switching from supporting dirty fossil fuel to green 

technologies.’44  The inquiry does not hold that there is a ‘zero-sum game’ between 

supporting fossil fuel and green technologies but that UKEF is inherently geared towards 

supporting aerospace and could contribute more resources towards strategically targeting 

renewables. 

 

ECGD’s traditional expertise facilitates exports for larger manufacturers and their supply 

chains.  The UK exporting community has been calling for ECGD to provide cover where 

commercial insurers have no appetite. 

BExA, ECGD benchmarking paper45 

 

Clearly this is not solely the job of UKEF and it was claimed that many renewable UK 

businesses do not necessarily export to outside the EU for longer than a year and 

therefore do not require UKEF support.  The Export Guarantees Advisory Council (the 

body which provides advice to the Secretary of State on UKEF) found that ‘because it’s a 

young, fledgling industry and the UK's demand for renewables is so high itself … they're 

concentrating their efforts on the UK and European market and not exporting to the 

countries that UKEF would cover.’46  UKEF similarly believed that demand for support has 

been low because the industry is focussing on the domestic market, is still in early stages 

of development, or is exporting to ‘safe’ markets and is therefore not focused on entering 

new markets or on growing its export capability.47 

 

The inquiry did not receive enough evidence on this issue to ascertain levels of demand 

for export support from domestic renewable business.  However, it did find that UKEF is 

seeking to finance large-scale renewable energy projects and not the more innovative 

services and products that exist in the renewable space.  It therefore recommends 

that UKEF explore the development of bespoke export finance for businesses in 

the low-carbon economy, work more closely with the Green Investment Bank, 

                                       
43 UKEF, written evidence 
44 WWF, oral evidence 
45 BExA, Ibid 
46 EGAC, oral evidence 
47 UKEF, written evidence 



19 
 

the Carbon Trust and other organisations, employ sector specialists and liaise 

better with the sector to understand its needs. 

 

Furthermore, the inquiry recommends improvements in awareness-raising 

amongst SMEs through better coordination with the Federation of Small 

Businesses and local representatives such as MPs, chambers of commerce and 

banks, particularly in the training of small business managers. 

 

Flexibility 

 

Perhaps one of the most concerning issues that the inquiry heard was the failure of UKEF 

to respond with sufficient speed and flexibility to the economic downturn and drop in 

availability of export credit from the private sector.  Steps taken by the previous 

government  to provide a ‘top-up function’ for short-term cover were insufficient given 

the fact that in many cases insurance companies were pulling full cover.48 

 

A number of business representatives criticised UKEF for failing to lobby for relief from 

the EU Short-Term Communication, which usually prohibits export credit agencies from 

providing short-term cover to other EU states; several other European states managed to 

negotiate a time-limited waiver.49 

 

From a North West perspective, the top ten countries that are exported to, and that's a 

£24bn market, seven are European counties, and that's £11bn . . . if you're going to go 

into a new market or try exporting, you're going to go to where there's already strong 

trade patterns. I'm yet to meet a business whose first export is on the other side of the 

world, it does happen but surely it's closer to home, so straight away if you're excluding 

those businesses accessing support and finance for the European markets, where do you 

go to because the private market isn't there to provide it? 

Greater Manchester Chamber of Commerce, oral evidence 

 

Similarly, the Dutch Government has launched a scheme to provide export insurance 

coverage to businesses unable to obtain cover, or partial cover, from the private market 

as a result of the financial crisis; the UK failed to do this.50 

 

They won’t cover short-term contracts even in really desperate times. . . We had a 

contract with the US, which we couldn’t get cover for anywhere else but because it was 

less than two years they wouldn’t insure. 

Voith, oral evidence 

 

UKEF have responded to criticisms by introducing new, short-term products in the course 

of 2011 including credit insurance for all types of goods and services and new finance 

products to address issues in the delivery of bank support to smaller companies.  

However, the inquiry believes that UKEF must have the power and responsibility 

                                       
48 GMCC, oral evidence 
49 BExA, Ibid. 
50 BIS Select Committee, Ibid 
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to make these changes with sufficient speed and respond as quickly as possible 

to market fluctuations.  Furthermore, the Minister should have a more hands-on 

approach to allow strategic overview and should meet with the management 

board quarterly. 
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Standards 

 

OECD Common Approaches 

 

Whilst the inquiry was ongoing the rules set by the OECD, which govern all member 

states’ export credit agencies, were strengthened in terms of their environmental and 

social standards.  These rules, known as the ‘Common Approaches’ now make explicit 

reference to human rights and UKEF will now adhere to them. 

 

Concerns were expressed by several stakeholders that UKEF operates at the lowest 

possible level and that several European and non-OECD countries apply higher 

environmental and social standards to the projects they back.  ECA Watch told the inquiry 

that the ‘Common Approaches have failed to prevent export credit agencies from backing 

a range of egregious projects’ and that the Approaches go ‘no further than what the most 

laggardly member state is willing to agree to.’51 

 

The Common Approaches are designed to ensure a level playing field amongst OECD 

member states and encourage the prevention and mitigation of adverse environmental 

and social impacts.  They state that members should identify potential positive and 

negative impacts of export credit-backed projects, which may include generation of 

significant air emissions, significant use of natural resources, impacts on endangered 

species, labour and working conditions, land acquisition and involuntary resettlement. 

 

However, the Approaches remain a non-binding recommendation and consequently, some 

observers have concluded that they ‘are too discretionary to be meaningful’52  and that in 

only covering projects over two years and £10m (in comparison, for example, to China 

which assesses all export credits), the scope is judged to be too narrow.  The Approaches 

also contain a derogation clause and restrict human rights to International Finance 

Corporation (the private sector lending arm of the World Bank) performance standards - 

whereas the requirement on agencies under Article 21 of the Lisbon Treaty extends to the 

Universal Declaration on Human Rights.53  

 

UKEF’s standards  

 

UKEF employ four people in an environmental assessment unit to assess the social 

impacts of business that they are asked to support and to provide advice to the 

Management Committee.54  All projects are initially screened to determine whether the 

project falls under the Guidelines of the Common Approaches and to categorise them as 

A (sensitive), B (potential environmental and/or social impact) or C (minimal or no 

potentially adverse environmental and/or social impacts).  Their assessment of each 

project will be determined by its categorisation – an Environmental Impact Assessment 

                                       
51 ECA Watch, written evidence 
52 The CORE Coalition, Universities of Essex and Melbourne, written evidence 
53 Cornerhouse, written evidence 
54 UKEF, written evidence 
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should be undertaken for Category A projects and a project’s potential negative and 

positive environmental impacts should be examined for Category B projects.   Aerospace 

and arms projects are excluded from any type of assessment because they are screened 

by departments elsewhere in government.  

 

We have two separate tests.  The first is that does a project have a credit risk profile that 

is acceptable to us?  And the second test is: do the ESHR implications meet the standards 

that we say as our policy we apply?  And those standards are, as I’ve said, either the IFC 

Performance Standards or in certain situations the World Bank Safeguard Policies.  So 

there are two separate tests.  And then the question of judgment on the ESHR impacts 

is: are the adverse impacts material and, if they are, can they be remedied or not? And, 

if we’re faced by material impacts that cannot be remedied, then we cannot support the 

project, in accordance with the policies that we apply. 

UKEF, oral evidence 

 

Business representatives were overall complementary about the environmental and social 

standards that UKEF applies and the rigour of its assessments. 

 

UKEF is widely recognised as a leader amongst OECD ECAs in assessing the ESHR 

impacts of prospective projects. 

BExA, written evidence 

 

I'm suddenly very proud to be British when I see how the UKEF works.  They're 

considered to be one of the top performers in terms of the rigour they go to when they 

assess applications from our customers. 

Airbus, oral evidence 

 

There were quite a lot of sections on human rights in there and making sure you're not 

open to corruption and making sure you follow the relevant environmental regulations.  

There were some quite detailed sections in there on that. 

Voith, oral evidence 

 

And concerns were raised by some parties, including UKEF, that if standards were 

unilaterally raised by the UK, the UK’s competitiveness would be harmed. 

 

BBA does not recognise the premise that UKEF provides cover without proper due 

diligence procedures in place; it also contests that any standards unilaterally imposed by 

UKEF would hurt the UK’s competitive environment. 

British Bankers’ Association 

 

 

The concern is that, if we’re seen to be rigorous even if the project goes ahead and the 

UK exporting interest continues, there may be future projects with that sponsor who says 

that: working with UKEF and the standards that it uses and the way in which it works to 

enforce those standards are more onerous than other countries. It may favour not using 
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us. And that might cause a risk of the UK export interest being smaller than it might 

otherwise have been.  

UKEF, oral evidence 

 

There is a kind of looming challenge to all the OECD ECAs, emanating from non-OECD 

export credit members who are increasingly competing with official support on large 

projects, of which the pre-eminent one is the People’s Republic of China.  The medium-

term side of the respective Chinese institutions (and there are three, there’s Sinosure, 

there’s China Ex-Im Bank and there’s China Development Bank) was estimated by our US 

counterparts at between $40 and $50 billion in 2010.  And that compares with a total 

volume of the OECD G7 ECAs of about $66 billion. So by far the biggest ECA system 

globally now is that represented by China.  And they’re not members of the OECD. 

They’re not signed up to the standards to which the rest of us are collectively signed up. 

And I think there is a genuine challenge in the years to come of trying to persuade China 

to participate in the OECD agreements, or adopt environmental, social and human rights 

impacts standards that are associated with the OECD . . . there may be adverse industrial 

trade consequences in the longer-term from countries that don’t apply these standards 

unless and if we can collectively persuade them to adhere to them. 

UKEF, oral evidence 

 

Despite this, the inquiry was concerned by a number of projects that UKEF has backed in 

the past and gaps in their environmental and social governance.  For example, the 

inquiry heard evidence regarding the Baku-Tblisi-Ceyhan oil pipeline, details of which 

have been well documented.  In 2003, UKEF backed loans for $150 million to help finance 

its construction. In advance of the loan being agreed, local and international NGOs 

highlighted more than 170 breaches of World Bank and European standards on human 

rights and the environment.  One of the features of the pipeline was the creation of new 

laws over territory covered by the pipeline which took precedence over all local laws. 

Amnesty International argued that this created a “Rights free corridor” for the pipeline.55   

The UK National Contact Point ruled against BP, the project sponsor, in March 2011, 

upholding allegations regarding human rights violations; yet UKEF in its 2010-11 Annual 

Report still listed the project as being ‘compliant’ with relevant international standards.56 

 

Cases of this nature have led campaigners to conclude that UKEF’s standards are simply 

not high enough.  Concerns were also raised that even in cases where existing standards 

are violated no penalties are imposed; companies are not debarred from applying for 

further support even if found guilty of corruption or if another arm of government (such 

as the National Contact Point) has issued a statement against them and victims of such 

projects have no right for redress to hold the department to account.57  

 

It was therefore recommended that all projects should be screened for their 

environmental, social and human rights impacts, as: 

 

                                       
55 Amnesty International UK written evidence 
56 Jubilee Debt Campaign, written evidence 
57 Jubilee Debt Campaign, oral evidence 
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Any project, any transaction, through user chains, supply chains, Foreign Direct 

Investment, can contribute to human rights abuses.  And the only way you can prevent 

that is to have due diligence processes yourself.  

Amnesty International, oral evidence 

 

There is not only a moral case for mitigating against adverse business impacts on local 

communities and upholding human rights, but also a financial and legal one.  The 

Institute for Human Rights and Business contends that the benefits of environmental, 

social and human rights due diligence are no less tangible and significant than 

traditionally calculated costs: such as delays and disruptions of operations; problematic 

relations in local labour markets; insurance and security; reduced output; diverted staff 

time; reputational damage; and possible project cancellation.58 

 

Secondly, EU regulation on export credit that entered into force in 2011 clarifies that 

Member States should comply with the Union's general provisions on External Action, as 

laid down in the Lisbon Treaty, such as consolidating democracy, respect for human 

rights, policy coherence for development, and the fight against climate change.  Some 

observers believe UKEF will not be able to meet this obligation without a specific human 

rights policy, human rights due diligence and without improving on the standards laid 

down by the Common Approaches.59 

 

The inquiry found that UKEF did not compare favourably with many of its international 

counterparts in upholding environmental and social standards and that mere compliance 

with OECD standards risks the involvement of small or short-term taxpayer-backed 

projects in child or forced labour.  

 

UKEF has even refused to send its policy on child and forced labour to potential clients. In 

contrast, the majority of other OECD governments do screen all projects. 

Jubilee Debt Campaign, written evidence 

 

It also found the decision not to include aerospace projects in its screening procedures 

unwarranted, particularly as Airbus appeared willing to be included.60  At present, 

aerospace must comply merely with international noise and environment requirements 

for aviation; there are no further environmental objectives or targets and the inquiry 

recommends that all aerospace should be brought under the same standards as other 

projects and should comply with environmental targets, for example, projects should 

include more fuel-efficient aeroplanes.   

 

Prohibitions lists have been proposed by certain campaigners and are in effect in other 

countries. 61  At present, UKEF provides very little support for arms sales and on this 

basis.  The inquiry recommends that now would be a good time to consult on a 

                                       
58 IHRB written evidence 
59 ECA Watch written evidence and AIUK, Cornerhouse, oral evidence 
60 Airbus oral evidence 
61 Jubilee Debt Campaign and Campaign Against Arms Trade, written evidence 
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prohibitions list on arms, particularly given such sales are typically to 

developing countries and engender debt. 

 

Transparency 

 

Two competing sets of views were put forward to the inquiry regarding transparency.  

The first, largely by business recipients of UKEF support who believed that UKEF excelled 

in its commitment to transparency and the other by NGOs and Parliament, which held 

that UKEF’s disclosure in certain areas was not satisfactory:  

 

BExA’s ability to compile the information included in its benchmarking paper is a 

testament to UKEF’s transparency.  UKEF is the best in class among its peers when 

publishing information about its activities, processes and financial results. 

BExA, written evidence 

 

We are surprised by accusations that UKEF lacks transparency. In our experience of 

working with many ECAs, UKEF readily engages with trade associations including the BBA 

about its operations. It has a comprehensive website and publishes an Annual Report and 

Accounts (comprising 196 pages). 

BBA, written evidence 

 

The lack of transparency and disclosure by UK Export Finance has been raised by civil 

society organisations and Parliamentarians for many years, but successive governments 

and UK Export Finance appear to have ignored these concerns. As a result mistrust and 

suspicion has been created around UK Export Finance’s policies and practices. Obtaining 

information from UKEF is a monumental task. 

Amnesty International, written evidence 

 

The Environmental Audit Committee enquiry in 2008/9 concluded that UKEF does not 

strike the right balance between commercial confidentiality and the public interest. The 

Committee believed that this lack of transparency resulted in a lack of faith in its 

environmental and social assessment procedures.62 

 

Clearly there is evidence to support both arguments but the inquiry did identify a number 

of areas in which UKEF could be more transparent. The 2011/12 Annual Report does have 

a higher level of transparency than in the past. This inquiry holds that impact 

assessments for all projects should be in the public domain, subject to 

reasonable commercial confidentiality constraints, including any conditions that 

are imposed for the social and environmental conditions on the project, any 

derogations from international standards in approved projects and justification, 

which guarantees and credits have sovereign counter-guarantees, the outcome 

of monitoring of projects post approval and any events of default on contracts, 

including breaches of environmental and social covenants. 

 

                                       
62 http://www.publications.parliament.uk/pa/cm200203/cmselect/cmenvaud/689/689.pdf 

http://www.publications.parliament.uk/pa/cm200203/cmselect/cmenvaud/689/689.pdf
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Debt 

 

UKEF is currently owed £2.35 billion by sovereign governments in default   Due to its 

mission to support exports to risky countries it is the biggest holder of developing country 

debt owed to the British Government yet information on which projects created these 

debts is not always in the public domain, nor are they routinely available through 

Freedom of Information requests. 63 

 

According to its annual report, UKEF implements debt rescheduling and write-offs in 

respect of its exposure to the world’s poorest countries under the auspices of the Paris 

Club.  In 2011/12 agreements were concluded which reduces the amount of debt under 

Paris Club arrangements from £2.0bn to £1.9bn, with Cote d’Ivoire, Antigua, Barbuda, 

Democratic Republic of Congo, Liberia, the Seychelles and Togo. 

 

In 2012, UKEF is expecting to receive £104 million in principal and interest payments. 

The largest debtors are Sudan (£682 million), Indonesia (£412 million), Iraq (£283 

million), Zimbabwe (£197 million), Cuba (£191 million), Serbia (£187 million) and Egypt 

(£95 million). The countries making the highest payments each year are Indonesia (£52 

million), Iraq (£22 million) and Egypt (£14 million).64  This is despite the commitment 

contained in the Coalition’s programme for government to ‘work to accelerate the process 

of relieving Heavily Indebted Poor Countries of their debt.’ 

 

Other regimes owing debt to UKEF include Iran, North Korea and Burma. The debt owed 

by North Korea comes from loans in 1972.65  UKEF continued backing short term loans to 

North Korea until at least 1984; no other insurer was on cover for backing loans to North 

Korea at this time.66  Observers argue that the lack of transparency around which 

projects a country’s debt relates to renders UKEF unaccountable to the UK public as well 

as the affected populations in project countries.67   

 

The inquiry recommends an audit of the debts owed to UKEF so that modern 

standards can be applied to whether the government should pursue them. 

 

Right to Redress 

 

UKEF’s current standards do not allow affected individuals a right to redress, in contrast 

to several multi-lateral development institutions and other export credit agencies: 

 

The IFC has a compliance officer and an ombudsman who report directly to the President 

of the World Bank but are independent of the IFC whose role is to have oversight of 

whether the IFC complies with its own policies and also to receive complaints on any 

adverse impacts that IFC-supported projects have.  There's no equivalent with regards to 

                                       
63 UN Expert on Foreign Debt and Jubilee Debt Campaign, written evidence 
64 Jubilee Debt Campaign, written evidence 
65 UK Export Finance. (2012). Response to Freedom of Information request from Jubilee Debt Campaign. 16/03/12 
66 Export Guarantees Advisory Council. (1984). North Korea. March 1984. Document from UK National Archives 

available from Jubilee Debt Campaign. 
67 UN Expert on Foreign Debt, Ibid. 
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UKEF, there's no compliance officer other than the team within UKEF so therefore there 

isn’t that element of accountability and there is no grievance procedure. 

Amnesty International, oral evidence 

 

While the IFC is not an export credit agency, its compliance officer sets the standard in 

terms of redress mechanisms for financing bodies. It has a threefold function: performing 

compliance checks; acting as an ombudsman; and providing advice to the IFC drawing on 

lessons learned from its caseload.  The IFC’s system is designed to solve problems, not 

simply highlight them and helps to improve the credibility of the system – especially for 

those who may be affected by projects.  The process provides a measure of remediation 

to affected individuals and communities who do not have local alternatives for dispute 

resolution or remedies when violations have occurred.68 

 

The Danish government is in the process of setting up a mediation and grievance 

mechanism for responsible business conduct that will include complaints on human rights 

violations69 and Canada’s agency has a Compliance Officer, which ‘operates independently 

from management, receiving and reviewing complaints from stakeholders. The Officer 

also fields inquiries about the export credit agency’s fulfilment of its CSR policies and 

initiatives’ and has an independent audit process.70 

 

Australia’s agency also has a grievance mechanism that allows any customer, client or 

individual, group, community, entity or other party concerned about or affected by its 

activities, to submit a complaint. It is also possible to refer a complaint that has not been 

resolved to the Commonwealth Ombudsman. 71 

 

The US agency assesses and reviews complaints from all stakeholders, including 

specifically ‘local communities, which may be materially, directly and adversely affected 

by a supported project’ and engages in problem solving with or without a formal 

complaint being raised. This can involve independent fact-finding, dialogue facilitation or 

mediation.72  It also publishes a list on its website of cases of problem solving and 

compliance reviews and their milestones, as well as complaints and reports relating to 

cases.73  

 

The inquiry recommends that UKEF establish a grievance mechanism, drawing 

on the substantial existing best practice in the area. 

 

Human rights expertise 

 

The inquiry was concerned by the lack of human rights expertise at all levels within UKEF.  

Although environmental specialists are employed, only one member of staff is employed 

with any human rights experience and the management board contains no human rights 
                                       
68 CORE, Ibid 
69 The Danish Government Action Plan for Corporate Social Responsibility 2012-2015, www.evm.dk 
70 CORE Ibid. 
71 http://www.efic.gov.au/about/Pages/Complaints-mechanism.aspx 
72 http://www.opic.gov/doing-business/accountability 
73 http://www.opic.gov/doing-business/accountability/cases-reports 

http://www.efic.gov.au/about/Pages/Complaints-mechanism.aspx
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expertise.74  The Exports Guarantees Advisory Council is made up of a number of eminent 

environmental and human rights experts and is the only council of its kind to an ECA 

other than Canada but exists to review cases only after the event.  It does not perform 

executive functions or take decisions on UKEF’s activities and only meets quarterly and 

with the Secretary of State once a year. 

 

We're not an NGO in the sense that…I don't see our role as one of saying to the 

Government “you have to do this”.  We do say “you can do this, there are other 

standards you can look at and this can be a more effective way” but when you have very 

clear Government policy it's our role to advise. 

Exports Guarantees Advisory Council, oral evidence 

 

The inquiry was concerned that EGAC had never advised that support should be 

withdrawn from any project that it had reviewed, that it only looked at cases which the 

Secretary of State had asked advice on and that after the Business Principles were 

abolished, it did not believe that a review of the change of policy was warranted but 

asked to be ‘consulted again in 2012-13.’75 

 

The inquiry believes that there is an insufficient focus on human rights within UKEF. 

‘the modus operandi of UKEF reflects a failure on the part of the Government to give 

effect to the UK’s international human rights obligations.’ 

Amnesty International, written evidence 

 

UKEF’s policy on human rights is unclear and its impact questionnaire is very thin on 

human rights, in comparison to its own environmental assessment and to other ECAs’.  

The inquiry heard that lessons could be learned from the development banks, which not 

only provide finance but also services and knowledge to clients to help them perform 

their project in the most responsible, low-risk and value-added way in terms of 

environmental impacts and social impacts.  Specialised staff provide assistance to 

improve the long-term sustainability of operations, recognising that doing so creates 

value for society, the client and the financial institution.76 

 

The inquiry believes that in order for UKEF to effectively and proactively uphold human 

rights standards, it is vital to create a culture that is supportive of the notion of human 

rights, which is not currently present due to the insufficient focus within the department.  

It recommends that at the least there should be a non-executive director on the 

management board with human rights experience and that UKEF should gear its 

culture towards full human rights assessment of applicant projects, in order to 

build safeguards into their operating requirements.  Furthermore, EGAC should 

be given the power to review current applications on request. 

 

 

 

                                       
74 Patrick Crawford, oral evidence 
75 EGAC 2011-12 Annual Report 
76 IHRB oral evidence 
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Private sector standards 

 

A final area that the inquiry was surprised by was the contention that some private sector 

standards on ESHR issues are higher than those of UKEF and the wider government.  The 

inquiry holds that the state should be setting standards for the private sector in this area 

and not vice versa. 

 

ECGD is a public institution and the public has an entitlement to have stronger safeguards 

and stronger probing than might be the case with a private sector insurer. 

Cornerhouse, oral evidence 

 

Firstly, in taking evidence from private sector insurers, the inquiry found that certain 

countries are off-cover, as they are for UKEF, but that for private sector organisations: 

 

The last thing we would want as an organisation is to be associated with anything that is 

remotely dubious. 

Euler Hermes, oral evidence 

 

Private insurers refuse to cover goods that UKEF may cover and confirmed that a 

government position on a country, sector or good would directly influence their 

willingness to do business in that area: 

 

There’ll be a clear overlap absolutely between what the government says is ethical.  If the 

government says something is unethical, there's no way we're going to start supporting 

British exporters.  That wouldn't happen.  If you take Iran in particular, Allianz is very 

strict about what we're doing or not doing in Iran and that's entirely to do with ethical 

reasons. 

Euler Hermes, oral evidence 

 

Similarly, Airbus go well beyond the standards required of them by government and 

regulate down their supply chains – something which UKEF claims is to onerous to 

require. 

 

There’s a very big supply chain under that going down 2, 3, 4 and it's that that we have 

to help influence, going down, getting the best business practice, certainly from a UK 

perspective. 

Airbus, oral evidence 

The Institute for Human Rights and Business holds that the best evidence for both the 

purpose and feasibility of UKEF applying more comprehensive responsible lending 

practices is that major private sector financial institutions are already applying the same 

standards and have done so since 2003.  The “Equator Banks” are 77 banks from around 

the world, including Barclays, Lloyds and HSBC, as well as several export credit agencies 

(Australia, Canada, Denmark and the US), which commit to implementing the ‘Equator 

Principles’, a set of human rights standards agreed between the banks and the IFC.   
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The banks adopted the Equator Principles because they determined there was a need for 

an appropriate framework for managing environmental and social risks in their business - 

risks that have a real impact on the bottom line.  The IHRB believe that this 

demonstrates this major group of private sector banks are already doing what is at the 

heart of the inquiry: lending money (and making a profit) by applying responsible lending 

practices, including attention to human rights.  A public sector institution can and should 

be meeting at least the same standards.77 

 

Finally, HSBC and other commercial banks have emissions intensity or efficiency 

standards for coal-fired power plants, which UKEF does not.  There is genuine concern 

that with UKEF standards lower than the private sector, the taxpayer may end up backing 

projects that the private sector deem too risky or immoral.   

 

The inquiry recommends UKEF conduct a review of the substantial existing best 

practice on human rights and the environment in the private sector and review 

their own standards to ensure they do not cover projects that the private sector 

would not on ethical grounds. 

 

 

 

 

  

                                       
77 IHRB written evidence 
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Conclusion 

 

UKEF is in a strong position to help UK businesses deliver export growth at a time that 

the UK economy desperately needs it.  It is also well positioned to promote positive 

development activities through trade but it needs to be learning continuously  from best 

practice in the US, Australia, Canada and all over Europe. 

 

The inquiry holds that delivering export-led growth and upholding ethical and 

environmental business standards are not mutually exclusive; that examples exist of 

export credit agencies from all over the developed world that are at once more active in 

supporting their countries’ exports and demand more rigorous standards in their human 

rights and environmental due diligence.  If UKEF is to genuinely fill a gap that the private 

sector cannot provide, demanding reasonable standards of their clients in this space 

should not impede British competitiveness and with public money, certain standards 

should be expected to protect the reputation of British business. 
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List of witnesses  

 

 Katherine Bennett, Vice President, Head of Political Affairs, Airbus SAS 

 Patrick Crawford, Chief Executive, UKEF 

 Clive Davenport, Trade and Industry Chairman, FSB 

 Nick Dearden, Director, Jubilee Debt Campaign 

 Steve Dodgson, Director of the Business Group, UKEF  

 Chris Fletcher, Director of Policy, Research & External Affairs, Greater Manchester 

Chambers of Commerce 

 Peter Frankental, Head of Business and Human Rights, Amnesty International UK 

 Leonie Greene, Head of External Affairs, Renewable Energy Association 

 Nick Hildyard, Director, The Cornerhouse 

 Gerard van Kaathoven, CEO, Euler Hermes 

 Deborah Lambert Perez, ECA Watch  

 James Leaton, WWF 

 Hans Olav Syversen, Christian Democrat Member of the Norwegian Parliament 

 Margaret Wachenfeld, Senior Legal Advisor, Institute for Human Rights and 

Business 

 Wiert Wiertsema, ECA Watch 

 Andrew Wiseman, Chair, Export Guarantee Advisory Council 

 Mark Wyatt, Risk Director, Euler Hermes 

 Simon Yates, Financial Controller, Voith Paper Ltd 

 

 

Written Evidence 

 Amnesty International UK 

 British Exporters’ Association  

 British Bankers Association 

 Campaign Against Arms Trade 

 Cornerhouse 

 The CORE Coalition, University of Essex and University of Melbourne 

 Export Guarantees Advisory Council 

 Greater Manchester Chamber of Commerce 

 Institute for Human Rights and Business 

 Jubilee Debt Campaign 

 Cephas Lumina, United Nations Independent Expert on the effects of foreign debt 

and other related international financial obligations of States on the full enjoyment 

of all human rights, particularly economic, social and cultural rights 

 UK Export Finance 

 WWF 
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