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Abstract

In an era marked by unprecedented international trade volatility—driven by geopolitical shifts, global health
crises, and macroeconomic instability—exporters, particularly those in developing economies, face heightened
risks that threaten business continuity and growth. This study investigates the strategic role of Trade Credit
Insurance (TCI) in mitigating these risks and facilitating export expansion. Employing a mixed-methods
approach, the research combines quantitative data from 200 exporters with qualitative insights from 30 key
stakeholders across Africa, Asia, and Europe. Findings reveal that exporters using TCI report significantly
higher export volumes, improved access to bank financing, and markedly reduced incidences of payment
defaults. TCI not only serves as a risk transfer mechanism but also enhances the creditworthiness of firms,
unlocking pre- and post-shipment finance otherwise inaccessible in volatile trade environments.

Grounded in Risk Management Theory, Trade Finance Theory, and Institutional Economics, the study
highlights how institutional support, policy frameworks, and financial infrastructure shape the efficacy of TCI
across regions. While TCI has proven effective in shielding exporters from external shocks—such as those
witnessed during the COVID-19 pandemic and geopolitical disruptions—its adoption in developing countries is
hindered by high premium costs, low awareness, and weak regulatory systems. The research underscores TCI's
dual value as both a protective tool and a catalyst for strategic trade growth, and it advocates for government-
backed insurance schemes, premium subsidies, and public-private partnerships to bridge the accessibility gap.
Ultimately, the study positions TCI as a pivotal instrument in fostering resilient, inclusive, and competitive
export sectors in the face of global uncertainty.
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I. Introduction
Background Of The Study

In the increasingly interconnected global economy, export-driven growth has emerged as a
cornerstone strategy for economic advancement, particularly for developing and mid-sized economies secking
to diversify revenue streams and strengthen their participation in international markets. Export activities not
only generate foreign exchange and stimulate domestic production but also drive innovation and
competitiveness by exposing firms to global standards and consumer preferences. However, the landscape of
international trade is inherently volatile, influenced by a complex web of macroeconomic, political, and
environmental factors. Global disruptions—ranging from geopolitical tensions and protectionist trade
policies to currency fluctuations and global health crises, such as the COVID-19 pandemic—have
underscored the fragility of global supply chains and the systemic risks faced by exporters (World Trade
Organization [WTO], 2022).

Within this context, small and medium-sized enterprises (SMEs) are particularly vulnerable due to
their limited bargaining power, weaker cash flows, and greater dependency on prompt payments to maintain
operations. Key challenges include the risk of buyer default, delayed receivables, and restricted access to
affordable export financing, especially when traditional lenders perceive cross-border transactions as high
risk. In response to these challenges, trade credit insurance (TCI) has emerged as a strategic risk
management tool that provides a financial shield against the non-payment of commercial debts. By insuring
receivables, TCI enables exporters to extend more competitive credit terms to international buyers, thereby
enhancing market access and increasing trade volumes.

Moreover, TCI improves the financial profile of exporting firms, making them more attractive to banks
and financial institutions for working capital loans and pre-shipment or post-shipment financing
(International Trade Centre [ITC], 2021). This dual function—risk mitigation and credit
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enhancement—positions TCI as a catalyst for inclusive and sustained export growth. As such, TCI has gained
increasing attention in both academic research and policy frameworks for its potential to not only de-risk
international transactions but also unlock opportunities in emerging and frontier markets where trade-
related uncertainties are most pronounced (Di Mauro, Fornari, & Ossandon Busch, 2020). The strategic
deployment of TCI is thus central to fostering resilience, expanding global trade participation, and driving
economic transformation in a turbulent global environment.

Statement Of The Problem

Despite its proven utility in stabilizing trade flows and safeguarding receivables, the strategic
deployment of trade credit insurance (TCI) remains significantly underutilized or poorly understood
across many emerging and developing economies. While TCI has been embraced in advanced markets as a
mainstream instrument for managing export risks and facilitating access to credit, its penetration in low- and
middle-income countries is limited by a range of structural, institutional, and informational barriers. There
exists a critical knowledge and policy gap regarding how TCI can serve not only as a risk-mitigation tool but
also as a lever for unlocking export-led financing, especially amid heightened volatility in global trade
environments.

In developed economies, TCI is routinely integrated into export financing frameworks, with support
from mature credit insurance markets, active export credit agencies (ECAs), and well-established risk
assessment mechanisms. These ecosystems enable firms to underwrite cross-border transactions with
confidence, thus expanding their global reach. Conversely, firms in developing contexts often face limited
access to private sector insurers, weak regulatory infrastructure, and low levels of awareness about the
availability and strategic benefits of TCI (UNCTAD, 2023). This situation is further exacerbated by the scarcity
of local underwriters, limited technical capacity, and the absence of robust credit information systems that are
essential for effective insurance underwriting.

The result is a missed opportunity: without adequate access to trade credit insurance, many SMEs and
even large exporters in developing nations are forced to operate on more conservative credit terms or rely on
advance payments, which may hinder their competitiveness in global markets. More critically, the absence of
TCI as a policy-supported instrument undermines national efforts to build resilient export sectors that can
weather external shocks. During periods of global uncertainty—such as economic recessions, pandemics, or
commodity price collapses—these exporters remain disproportionately exposed to default risk, hampering
their ability to scale operations, secure financing, or diversify trade partnerships. Therefore, closing the TCI
adoption gap in emerging markets is not merely a financial issue but a strategic imperative for inclusive and
sustainable trade development.

Research Questions

1.How does trade credit insurance influence exporters' access to external financing during international trade
volatility?

2.In what ways does TCI reduce the risk of payment defaults and enhance creditworthiness?

3. What are the strategic challenges and enablers of TCI implementation in developing economies?

4.How does the use of TCI contribute to the overall growth and resilience of export sectors?

Purpose And Significance Of The Study

The primary purpose of this research is to critically investigate the strategic role of trade credit
insurance (TCI) in facilitating export growth, particularly by improving exporters’ access to finance and
mitigating the risks of buyer non-payment during periods of heightened international trade volatility. In a global
economic climate increasingly defined by unpredictability—marked by geopolitical realignments, supply chain
disruptions, and macroeconomic instability—TCI emerges as a pivotal instrument that can enable firms,
especially those in developing economies, to navigate external shocks with greater confidence and resilience.

This study aims to offer a comprehensive analysis of the operational and strategic mechanisms through
which TCI supports exporters in volatile trade environments. It will explore how insured receivables reduce
lenders’ risk exposure, enhance the creditworthiness of firms, and consequently unlock financing that would
otherwise be inaccessible. Furthermore, the research will examine the extent to which TCI reduces exporters’
dependency on advance payments or government guarantees, allowing for more competitive and flexible
international transactions.

By synthesizing empirical evidence with relevant theoretical frameworks—including risk management
theory, trade finance theory, and institutional economics—the study contributes to both academic scholarship
and practical policy formulation. It seeks to fill existing gaps in literature by focusing not only on the
effectiveness of TCI in developed markets but also on the institutional barriers and adoption challenges in
emerging economies. The research offers targeted recommendations for governments, financial institutions, and
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export credit agencies, emphasizing the need for stronger regulatory support, public-private partnerships, and
capacity-building initiatives.

For developing countries in particular, the study holds critical significance. Strengthening TCI
frameworks can serve as a catalyst for industrial empowerment, enabling domestic firms to expand into regional
and global markets, foster economic diversification, and build resilience against external trade shocks (OECD,
2021; Afreximbank, 2022). As such, this research underscores the potential of trade credit insurance not only as
a financial instrument but also as a strategic development tool that can accelerate inclusive and sustainable
economic growth.

Scope And Limitations

This study primarily focuses on the application and impact of trade credit insurance (TCI) within
developing and middle-income economies, with particular attention to export-oriented small and medium-
sized enterprises (SMEs). These firms often serve as the backbone of economic activity in emerging markets,
yet they face significant barriers in accessing affordable trade finance and managing cross-border payment risks.
By narrowing the scope to SMEs, the study aims to elucidate how TCI can function as a strategic enabler of
export competitiveness, especially for firms lacking strong collateral or credit histories. The research adopts a
comparative cross-regional approach, drawing on both cross-sectional and case-based data from
strategically selected economies in Sub-Saharan Africa, Southeast Asia, and Latin America—regions that
have shown varying degrees of TCI adoption and institutional support mechanisms.

However, the study is subject to certain methodological and contextual limitations. One major
constraint is the availability, accessibility, and consistency of data, particularly concerning the use of private
TCI products and their impact on firm-level performance. In many developing countries, limited reporting
frameworks and weak data infrastructure pose challenges to constructing a robust and standardized dataset.
Additionally, the regulatory and institutional diversity across countries may affect the comparability of
findings, as national export policies, insurance regulations, and financial sector development levels differ
significantly.

Moreover, the dynamic and often unpredictable nature of international trade volatility—shaped
by factors such as pandemics, armed conflicts, financial crises, or shifts in global trade policy—introduces
inherent complexities. These external shocks may influence exporter behavior and insurance uptake in ways
that are context-specific and time-sensitive, potentially limiting the generalizability of the findings beyond
the specific temporal or regional contexts examined. Despite these limitations, the study aims to generate
meaningful insights by triangulating multiple data sources and maintaining analytical rigor, thus offering a
nuanced understanding of the strategic role of TCI in supporting export resilience and financing in uncertain
trade environments.

Definition Of Terms

e Trade Credit Insurance (TCI): A risk management tool that protects businesses against losses due to non-
payment by domestic or international buyers.

e Export Credit Agency (ECA): Government-backed institutions that offer insurance, guarantees, and
financial products to support exporters.

¢ Trade Volatility: Unpredictable fluctuations in trade patterns and flows caused by macroeconomic, political,
or global systemic factors.

II. Literature Review
Summary And Critique Of Relevant Literature

Trade credit insurance (TCI) has emerged as a critical instrument in the contemporary export financing
landscape, particularly in addressing risks associated with buyer default and liquidity constraints. Recent
scholarship consistently highlights TCI’s role in enhancing exporters’ confidence, reducing payment
uncertainty, and improving access to financing (Garcia-Posada & Marchetti, 2021; International Trade Centre
[ITC], 2021). Studies such as Di Mauro et al. (2020) emphasize that firms utilizing TCI exhibit higher resilience
during periods of macroeconomic and geopolitical turbulence. These firms not only maintain trade volumes
under stress but also demonstrate faster recovery trajectories post-crisis, underscoring the strategic utility of TCI
beyond mere risk mitigation.

Further, multilateral institutions like the OECD (2021) and Afreximbank (2022) have noted the
potential of TCI to act as a buffer against systemic export disruptions, particularly for SMEs that are
traditionally excluded from formal financial mechanisms. By underwriting receivables, TCI can serve as a de
facto credit enhancer, thereby improving firms’ eligibility for trade finance from commercial lenders.

Despite this growing body of literature, several critical limitations remain. A recurring concern is the
developed-country bias that permeates much of the empirical evidence. For example, Garcia-Posada and
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Marchetti’s (2021) influential work, grounded in the European Union, draws on data from mature credit markets
with well-established institutional infrastructures—contexts that are not representative of many developing and
middle-income economies. In such economies, trade finance is often constrained by regulatory inefficiencies,
weak legal enforcement, and low awareness of credit risk instruments (United Nations Conference on Trade and
Development [UNCTAD], 2023). Consequently, findings from high-income regions may not be directly
transferrable to more vulnerable or institutionally fragile settings.

Moreover, existing literature tends to conceptualize TCI as a reactive mechanism—a form of financial
“safety net”—rather than exploring its proactive, strategic dimensions. There is a paucity of research
investigating how TCI can serve as a growth catalyst by enabling market entry into higher-risk territories or
supporting firms’ long-term competitiveness strategies. The literature is also thin on how the availability of TCI
influences financial institutions’ risk assessment models and lending behaviors, particularly in economies where
default data is sparse or unreliable.

Additionally, the dynamic interplay between global trade volatility—induced by events such as the
COVID-19 pandemic, energy crises, or regional conflicts—and the adaptive usage of TCI instruments remains
largely unexamined. While studies note that firms increased their reliance on TCI during crises (Di Mauro et al.,
2020), the literature falls short of analyzing how insurers recalibrated premiums, risk models, or policy
structures in response to evolving uncertainties. This leaves a critical gap in understanding how TCI evolves in
function and form under stress.

In conclusion, while the extant literature affirms the practical relevance of trade credit insurance in
promoting export resilience, it lacks granularity and contextual breadth. There is a compelling need for further
research that examines the strategic deployment of TCI in underdeveloped financial ecosystems, its influence
on credit access pathways, and its potential to foster inclusive participation in global value chains.

Theoretical And Conceptual Framework

This study employs a tripartite theoretical framework that integrates Risk Management Theory, Trade
Finance Theory, and Institutional Economics to provide a multidimensional understanding of the strategic role
of trade credit insurance (TCI) in facilitating export growth during periods of international trade volatility. The
combined framework allows for a comprehensive analysis of TCI’s microeconomic and macroeconomic
impacts, particularly in the context of developing and middle-income economies.

Risk Management Theory serves as the primary lens for examining how firms manage exposure to
credit-related uncertainties inherent in cross-border transactions. According to Power et al. (2020), effective risk
management involves the identification, assessment, and mitigation of potential threats to business continuity
and performance. TCI functions as an external risk-transfer mechanism, shielding exporters from buyer default
and insolvency, which are prominent in volatile markets. By underwriting the risk of non-payment, TCI enables
exporters—especially SMEs—to engage in higher-risk international markets with greater confidence. It thereby
supports informed decision-making regarding customer selection, market entry strategies, and credit terms,
positioning firms to be more agile and responsive in uncertain trade environments.

Trade Finance Theory anchors the financial dimension of the study by elucidating the link between
access to finance and trade performance. It posits that the availability of reliable and affordable financing
significantly determines a firm’s ability to participate in international trade (Chor & Manova, 2021). Within this
framework, TCI acts not merely as insurance but also as a credit-enhancing tool. By reducing the perceived risk
of default, it improves the credit profile of the exporter in the eyes of financial institutions, thereby facilitating
access to pre-shipment and post-shipment financing. In capital-constrained environments, this function of TCI
is crucial in bridging the trade finance gap and unlocking liquidity for productive trade activity.

Institutional Economics, as articulated by North (1990), provides a broader macro-institutional context
by emphasizing the role of formal institutions (e.g., regulatory bodies, legal frameworks) and informal norms
(e.g., trust, business culture) in shaping economic outcomes. This perspective is particularly pertinent in
explaining the uneven adoption and impact of TCI across different regions. In many developing economies,
weak regulatory systems, lack of enforceable legal contracts, and underdeveloped insurance markets hinder the
uptake and effectiveness of TCI. Conversely, where institutional support is robust—such as through active
Export Credit Agencies (ECAs), credit bureaus, and public-private partnerships—TCI becomes a scalable tool
for enhancing export competitiveness and systemic resilience to trade shocks.

By synthesizing these three theories, the conceptual framework adopted in this study offers
explanatory power at both the firm and system levels. It conceptualizes TCI as not only a tactical solution to
credit risk but also a strategic enabler of export development shaped by institutional environments. This
integrated approach supports a deeper inquiry into how TCI mechanisms function, why they vary in
effectiveness across countries, and what policy interventions might enhance their role in global trade
facilitation, particularly during periods of heightened volatility.
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Conceptual Framework: Strategic Role of Trade Credit Insurance in Export Growth
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Determinants Of Trade Credit

Trade credit is a critical component in managing cash flows and liquidity among firms, particularly in
developing economies. In Ghana, Afenupor (2021) emphasizes that firm size, leverage, and profitability
significantly influence the availability and utilization of trade credit. Her study identifies that larger firms with
more stable cash flows are more likely to access trade credit than smaller firms, which often struggle due to
perceived credit risk. Furthermore, highly leveraged firms may face constraints in securing trade credit due to
lenders’ apprehension regarding potential defaults (Afenupor, 2021). This insight is pivotal as it aligns with the
broader theoretical framework of risk management, where firms must balance liquidity against potential credit
risks in volatile trade environments.

Trade Credit Practices In The Ghanaian Construction Industry

Within the construction sector, trade credit functions as a strategic tool for maintaining cash flow and
mitigating payment delays. Owusu-Manu, Holt, Edwards, and Badu (2014) underscore that trade credit is often
extended based on pre-existing relationships between suppliers and contractors, rather than purely on financial
metrics. Their study highlights that while trade credit is crucial for liquidity management, the practice is largely
contingent upon trust and perceived repayment capacity, especially when dealing with smaller contractors
(Owusu-Manu et al., 2014). The findings are consistent with the literature on trade credit as a relationship-
driven financial mechanism that can either facilitate or constrain business operations under uncertain economic
conditions.

Vendor Interactions And Trade Credit

Badu, Edwards, and Owusu-Manu (2012) present a detailed examination of vendor interactions and
trade credit dynamics within the construction sector in Ghana. They assert that SMEs often rely on trade credit
as a substitute for formal financing, particularly when access to bank credit is constrained. The study further
reveals that vendors typically extend trade credit based on client reputation and expected future transactions
rather than immediate financial assessments (Badu et al., 2012). This pattern underscores the importance of
relationship-building in credit provision, suggesting that strategic partnerships may mitigate credit risk even in
volatile market conditions.

Empirical evidence from the University of Ghana Business School (UGBS) indicates that trade credit
availability among listed firms in Ghana is influenced by both macroeconomic and firm-level factors. The study
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suggests that firms with more significant asset bases and stable cash flows are more likely to secure trade credit,
as these indicators reduce perceived credit risk (UGBS, 2022). This finding is consistent with global trends
where financial stability serves as a key determinant of creditworthiness, particularly in emerging markets
where trade finance mechanisms are underdeveloped.

Identification Of Research Gaps
Although the importance of trade credit insurance is acknowledged across multiple disciplines, several
critical research gaps persist:

1. Geographical and Contextual Limitations: The majority of existing studies are concentrated in developed
economies. There is a dearth of region-specific research focused on Africa, Southeast Asia, and Latin
America, where trade volatility and financing gaps are most acute (UNCTAD, 2023).

2.Lack of Firm-Level Analysis in Developing Markets: Little empirical work has been conducted to evaluate
the direct impact of TCI on SME-level export performance in developing economies, particularly in relation
to financing access and market diversification strategies.

3. Insufficient Exploration of Policy and Institutional Dynamics: While some studies mention the role of ECAs
and regulatory support, few delve deeply into how institutional frameworks facilitate or hinder the
effectiveness of TCI.

4.Impact of External Shocks: The evolving nature of global crises—such as pandemics, wars, or financial
disruptions—has not been adequately studied in relation to adaptive TCI mechanisms. There is a need for
longitudinal studies that assess TCI responsiveness to trade shocks.

5. Strategic Potential Beyond Risk Mitigation: Most research emphasizes the protective function of TCI.
However, its potential role as a tool for proactive trade expansion, long-term financial planning, and strategic
positioning in high-risk markets remains largely unexamined.

III. Research Methodology
Research Design

This study adopts a mixed-methods research design, integrating both quantitative and qualitative
approaches to examine the strategic role of trade credit insurance (TCI) in enhancing exporters’ access to
financing and mitigating payment default risks in volatile trade environments. The rationale for this design lies
in its capacity to capture measurable financial outcomes and contextual insights from stakeholders across
export-oriented sectors. The quantitative component employs a descriptive and inferential survey design to
assess the correlation between TCI usage and exporters' financial outcomes such as credit approval rates, export
volumes, and incidences of non-payment. Complementarily, the qualitative component involves semi-
structured interviews with export managers, credit insurers, and financial institutions to explore how TCI
mechanisms are operationalized and perceived under conditions of international trade volatility.

This design enables triangulation, thereby enhancing the reliability and validity of the findings. It is
particularly suited for a study that seeks both empirical generalizability (through surveys) and depth of
understanding (through interviews). The integration of multiple data sources provides a comprehensive lens to
evaluate how TCI supports export growth and financial resilience. Moreover, this design is appropriate for
addressing policy-relevant questions that affect both developed and developing economies, particularly as
global trade becomes increasingly uncertain due to geopolitical tensions, pandemics, and supply chain
disruptions.

Population/Sample And Sampling Technique

The population for this study includes exporters, trade credit insurers, and commercial banks
actively involved in international trade across selected developing and developed countries. To ensure diversity
and representation, the sample is drawn from medium to large enterprises in export-driven industries such as
agriculture, manufacturing, and technology. The focus on these industries reflects their exposure to trade risks
and their reliance on trade credit insurance to secure transactions and unlock financing.

A stratified purposive sampling technique is employed to select participants. For the quantitative
phase, a stratified sample of 200 exporters is drawn from company registries and trade associations to ensure
sectoral representation. The qualitative phase involves 30 key informants, including underwriting officers in
trade credit insurance companies, trade finance officers in banks, and policymakers in export promotion
agencies.

This multi-level sampling approach ensures that the study captures the perspectives of both TCI users
(exporters) and providers (insurers and financiers). Sampling is geographically stratified across Africa (e.g.,
Nigeria, Kenya), Asia (e.g., India, Vietnam), and Europe (e.g., Germany, UK) to capture experiences from
both emerging and established trade environments. This diversity facilitates cross-regional comparison of how
TCI supports export growth amid varying degrees of trade volatility and financial infrastructure.
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Data Collection Methods

The study utilizes primary and secondary data collection methods to ensure robustness. Primary
data is obtained through structured questionnaires and semi-structured interviews. The structured
questionnaires, distributed electronically and in-person to exporters, capture quantitative data on TCI utilization,
credit access, payment defaults, and export growth metrics. The items are designed using a Likert-scale format
for ease of analysis and comparability. Pre-testing is conducted with 15 exporters to refine clarity and reliability.

For qualitative data, semi-structured interviews are conducted with export credit agency
representatives, commercial bank officers, and export managers. These interviews explore how TCI mitigates
credit risk, facilitates access to working capital, and supports business continuity during trade disruptions.
Interview guides are designed based on themes emerging from the literature and the research questions.

Secondary data is sourced from international trade reports, insurer risk reports, export credit
agency databases, and policy briefs published by institutions such as the WTO, OECD, and World Bank. These
sources provide contextual data on trade volumes, TCI claims ratios, and macroeconomic volatility indicators,
thereby complementing primary data.

All interviews are audio-recorded with participant consent and transcribed for analysis. Surveys are
administered over a three-month period, ensuring adequate response rates and data completeness.

Data Analysis Procedures

Quantitative data from the survey is analyzed using SPSS and STATA software. Descriptive statistics
(means, frequencies, standard deviations) provide an overview of TCI uptake and exporter profiles. Inferential
statistics, including Pearson correlation, regression analysis, and ANOVA, are used to assess the
relationships between trade credit insurance, access to finance, and export performance. Hypotheses are tested
at a 95% confidence level to ensure statistical significance.

Qualitative data is analyzed using thematic content analysis. Transcripts from interviews are coded
inductively and categorized into themes such as “risk mitigation,” “credit facilitation,” “insurance challenges,”
and “policy gaps.” NVivo software is employed to assist in organizing and identifying patterns within the data.
Triangulation of the survey and interview findings strengthens the credibility of the interpretations.

Additionally, comparative analysis is applied to distinguish the effects of TCI in volatile versus stable
trade environments. Export performance data is compared across firms with and without TCI coverage, and
across countries with different institutional frameworks for trade support. This approach allows the study to not
only confirm statistical relationships but also explore contextual mechanisms.

Data validation is achieved through member-checking with interviewees and peer debriefing with
trade finance experts. Reliability tests such as Cronbach’s alpha are applied to measure internal consistency of
survey items.

Ethical Considerations

This research adheres to established ethical standards in line with university policies and international
research protocols. Ethical approval is obtained from the university’s Institutional Review Board (IRB) prior to
data collection. Participants are provided with informed consent forms, which explain the purpose of the study,
their rights as participants, the voluntary nature of participation, and confidentiality measures.

Data anonymity is strictly maintained. All survey responses are coded to remove personally
identifiable information. Interview recordings and transcripts are securely stored on encrypted devices and
accessible only to the research team. Participants are informed of their right to withdraw at any point without
penalty.

In consideration of the commercial sensitivity of trade and finance data, participants are assured that no
company-specific information will be disclosed in the findings. For multinational firms and agencies, official
permissions are sought in writing before interviews or data usage. Additionally, ethical considerations extend to
the use of secondary data, ensuring proper citation and compliance with data usage licenses.

This study also takes into account cultural sensitivity, particularly when conducting interviews in
developing economies, by employing local research assistants and translators where necessary to facilitate open
communication and accurate interpretation.
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IV. Results/Findings
Presentation Of Data

The results are presented in two parts: quantitative survey data from 200 exporters and qualitative

insights from 30 key informant interviews. Data is displayed using tables, charts, and graphs to highlight major
patterns.

Table 1: TCI Usage And Export Performance

INDICATOR WITH TCI(n=120) WITHOUT TCI(n=80)
Average annual export volume (USD) $4.8m $2.6m
Credit approval rate 78% 48%
Payment default incidence 5% 22%
o Figure 1: Reasons for Using TCl (Exporters' Perspective)
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Figure 1: Reasons for Using TCI (Exporters’ Perspective)
62% - Access to finance
21% - Risk mitigation
11% - Required by banks
6% - Other
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Table 2: Trade Credit Insurance Claim Activity During Volatility
YEAR NAME OF CLAIMS AVERAGE CLAIM PRIMARY CAUSE
VALUE(USD)$
2018 94 71,200 Delayed payment s
2020 187 95,300 COVID-19 trade disruption
2022 133 80,500 Geopolitical Instability

Figure 2: Exporters Reporting Easier Bank Financing Due to TCl| Coverage
No change

Not applicable

Yes

Figure 2: Exporters Reporting Easier Bank Financing Due to TCI Coverage

69% - Yes
24% - No change
7% - Not applicable

Table 3: Qualitative Themes From Key Informant Interviews

THEME FREQUENCY KEY QUOTES / ILLUSTRATION
Risk absorption 22 TCI acts like a buffer for unforeseen
foreign shock
Enhanced Bankability 17 Banks are more confident in lending with
TCI policy
Cost / Access Barriers 12 Small firms struggle with premium
affordability
Institutional Support 15 Government guarantees attract
underwriters to our market

Figure 3: TCI Claims and Average Claim Value During Trade Volatilitg
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V. Summary Of Key Findings
1. Positive Correlation Between TCI and Export Growth:
Exporters using trade credit insurance recorded significantly higher export volumes and lower
incidences of payment defaults than those operating without TCI. Average export volumes were almost double
for TCI users, and payment defaults were reduced by over 75%.

2. Improved Access to Finance:

Approximately 69% of surveyed exporters indicated that the presence of a TCI policy improved their
chances of securing credit from commercial banks. Banks interviewed confirmed that TCI policies reduce
lending risk, especially in uncertain markets.

3. TCI as a Buffer Against Trade Volatility:

During periods of global trade disruption (e.g., COVID-19, regional conflicts), insurers saw a spike in
claims, yet exporters who held TCI policies continued operating with limited exposure to catastrophic losses.
This reinforced the role of TCI as a stabilizing mechanism during volatile periods.

4. Policy-Driven Gaps in Developing Economies:

While larger firms accessed TCI more easily, smaller exporters—particularly in Sub-Saharan Africa
and Southeast Asia—faced barriers such as high premiums, limited insurer presence, and lack of awareness.
Interviewees suggested stronger government involvement and subsidies to promote TCI uptake in these regions.

5. Multi-Stakeholder Synergy Enhances Impact:
Export growth was most prominent where exporters, insurers, and governments collaborated through
export promotion programs, subsidized insurance schemes, and trade facilitation platforms.

VI. Discussion
Interpretation Of Results

The findings from this research reveal that Trade Credit Insurance (TCI) plays a pivotal and
strategic role in not only mitigating financial risk but also actively facilitating export growth, particularly in the
context of global trade volatility. TCI acts as a dual-function instrument: on one hand, it provides financial
security by covering non-payment risks; on the other, it boosts the confidence of both exporters and lenders,
creating a more favorable environment for international trade engagement.

Quantitative data from the study confirms that 69% of exporters who utilized TCI reported improved
access to financing through their financial institutions. This improvement is primarily driven by the perception
of reduced risk by banks and credit providers, who treat insured receivables as more secure collateral. With
reduced lender hesitation, exporters are able to secure working capital loans and pre-shipment finance more
readily, thereby supporting business expansion into volatile or emerging markets.

The study also found that the incidence of payment defaults among TCI-covered exporters was
dramatically lower—only 5% —compared to 22% among uninsured exporters. This reinforces the
effectiveness of TCI in shielding exporters from the consequences of buyer insolvency or protracted default,
which are common during economic downturns or in politically unstable regions. The ability to transfer credit
risk to insurers ensures that even in the event of default, the exporter’s cash flow remains protected, thereby
enabling them to meet payroll, fulfill other contracts, and stay in operation.

Furthermore, analysis of insurance claim trends revealed a significant spike in claim submissions
during periods of heightened volatility, particularly in the years surrounding the COVID-19 pandemic and
the 2022-2023 global supply chain disruptions. While the rise in claims signals the fragility of international
markets during such periods, it also reflects TCI’s role as a reliable safety net that absorbs shocks which might
otherwise lead to insolvency or market exit. Importantly, despite the increase in claims, TCI providers were able
to process and disburse payouts promptly, ensuring business continuity.

The qualitative data collected through in-depth interviews further enriched these findings. Exporters

emphasized three key benefits of TCI:

1. Risk Absorption — TCI was described as a “shock absorber” during financial crises, providing the assurance
needed to continue trading even when buyers were perceived as risky.

2.Enhanced Bankability — Several respondents shared that their banks increased credit lines or reduced
interest rates upon confirmation that their receivables were insured.

3.Structural Barriers in Developing Economies — Many exporters from developing regions cited challenges
such as high premium costs, lack of awareness, and limited product availability, which prevent broader uptake
of TCI despite its obvious benefits.
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These findings confirm the thesis that TCI is not merely a protective mechanism, but a strategic
instrument that underpins sustainable export growth, fosters resilience, and empowers businesses to confidently
engage in international markets—even amidst economic instability and uncertainty.

Comparison With Previous Studies

The results of this study align with and extend the findings of several established works in the field of
international trade finance. Prior research—such as Moser, Nestmann & Wedow (2008), and the International
Trade Centre's SME Competitiveness Outlook—have shown that trade credit insurance enhances export
performance by improving exporters’ credibility and reducing transaction risks. These studies established that
when exporters are backed by a guarantee of payment, they are more likely to offer competitive credit terms,
enter high-risk markets, and grow sales volumes.

This research builds upon such insights by incorporating more recent data reflecting post-pandemic
market behavior and geopolitical instability. For instance, while earlier studies emphasized the risk-transfer
and liquidity enhancement functions of TCI, this study provides updated evidence that these benefits remain
critical in today’s turbulent trade environment. The surge in claims between 2020 and 2022—documented both
quantitatively and through exporter testimonies—reaffirms the central role of TCI during systemic crises.

Moreover, while many past studies focused on large, multinational corporations, this study draws
attention to SMEs in developing economies, offering a new perspective on the inclusion gaps that persist in
the global insurance ecosystem. Previous literature has only briefly acknowledged the accessibility issues tied to
cost, awareness, and administrative burdens, while this study provides direct evidence from local exporters
struggling to access TCI services despite their exposure to high trade risk.

In contrast to optimistic assumptions in some earlier studies, this research highlights that the
effectiveness of TCI is conditioned by local infrastructure, regulatory support, and market awareness. For
example, countries with strong public-private credit insurance schemes—Iike those in Western Europe—have
much higher utilization rates compared to countries where credit insurance is either privatized or poorly
developed. Thus, the findings present a more nuanced and updated understanding of TCI's real-world
performance and scalability.

Implications Of Findings
The findings from this research carry several critical implications for policy, practice, and future
academic inquiry:

1. For Exporters

The evidence strongly suggests that exporters, particularly SMEs, should integrate TCI into their
international trade strategies. By securing protection against non-payment, they can negotiate better terms
with buyers, improve their creditworthiness in the eyes of banks, and manage cash flow disruptions more
effectively. Exporters operating in unstable regions or engaging with unfamiliar clients stand to benefit the most
from TCI, using it not just as a defensive mechanism but as a strategic tool for market penetration.

2. For Policymakers

Governments, especially in developing economies, need to recognize the role of TCI as a catalyst for
export diversification and economic resilience. Public-backed export credit agencies (ECAs) should receive
funding and mandate extensions to offer accessible and affordable TCI products for underserved markets.
Policies that subsidize premiums, simplify insurance processes, and educate SMEs about credit insurance
are essential to ensuring widespread adoption and leveling the playing field for smaller firms.

3. For Financial Institutions

Banks and trade finance providers can leverage TCI as a risk-reducing collateral mechanism. The
research confirms that banks are more willing to extend credit lines when exporters’ receivables are insured,
thus allowing financial institutions to expand lending portfolios without increasing their credit exposure. This is
particularly relevant in high-risk environments where banks are traditionally conservative in trade finance
disbursement.

4. For Insurers and Underwriters

The data suggests a need for credit insurers to develop innovative, affordable, and flexible insurance
products tailored to the realities of exporters in volatile or underdeveloped markets. There is a demand for
simplified policy structures, faster claims processing, and localized risk assessments that reflect the unique
challenges faced by small businesses. Expanding digital platforms and partnerships with development finance
institutions (DFIs) could significantly increase TCI penetration.
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5. For Researchers and Development Agencies

Finally, this research opens up new avenues for longitudinal and impact-based studies on the
relationship between TCI and export sustainability. Development agencies interested in supporting trade growth
and poverty reduction should see TCI not just as an insurance product, but as part of a broader framework for
financial inclusion and trade enablement.

VIL Conclusion And Recommendations

Summary Of Major Findings

This study set out to investigate the strategic role of Trade Credit Insurance (TCI) in enhancing export
growth during periods of international trade volatility. The findings have confirmed that TCI significantly
improves exporters’ access to finance, mitigates non-payment risks, and bolsters business continuity in
unpredictable global markets. Quantitative data revealed that 69% of exporters using TCI experienced better
financing opportunities, and payment defaults were reduced from 22% among uninsured exporters to just 5%
among those insured. These effects were most prominent during periods of heightened risk—such as the
COVID-19 pandemic and supply chain disruptions—where TCI served as a critical buffer for businesses.

Qualitative insights further illuminated the lived experiences of exporters, who emphasized the
advantages of TCI in absorbing financial shocks, increasing bankability, and enabling trade in high-risk regions.
However, the research also exposed systemic barriers in developing economies, such as limited awareness, high
premium costs, and weak institutional frameworks, which hinder broader adoption of TCI among SMEs.

Conclusions

Based on the findings, it can be concluded that Trade Credit Insurance is not merely a financial
safeguard, but a strategic enabler of sustainable export growth. It empowers exporters to engage in international
trade with greater confidence, enhances their credibility with financial institutions, and stabilizes revenue flows
in times of economic instability. TCI’s importance is magnified in volatile trade environments, where
uncertainty and buyer insolvency pose serious threats to exporters—particularly small and medium-sized
enterprises.

The study also concludes that while the benefits of TCI are well-documented, its availability and
effectiveness are not equally distributed. Exporters in developing economies face more pronounced challenges
in accessing TCI due to structural inefficiencies, lack of policy support, and underdeveloped insurance markets.
Without targeted interventions, many of these exporters remain exposed to trade risks, limiting their
competitiveness and global participation.

Recommendations

Policy Recommendations

1. Government-Supported TCI Programs: National governments, especially in developing countries, should
establish or expand Export Credit Agencies (ECAs) to provide affordable, publicly-backed trade credit
insurance to local exporters.

2.Premium Subsidization and Tax Incentives: Subsidies on TCI premiums and tax relief on insured exports can
incentivize adoption among SME:s.

3.Regulatory Frameworks: Clear, transparent, and exporter-friendly regulations should be established to
promote the uptake of TCI and protect policyholders in the event of claim disputes.

Recommendations For Practice

1.Capacity Building and Awareness Campaigns: Stakeholders such as trade associations, chambers of
commerce, and export councils should actively educate businesses—especially SMEs—on the benefits and
usage of TCIL.

2.Bank—Insurer Partnerships: Financial institutions should form strategic alliances with insurers to offer
bundled trade finance and insurance packages, making TCI more accessible at the point of credit
disbursement.

3. Product Innovation: Insurers should develop simpler, lower-cost TCI products with flexible policy terms
suited to the cash flow realities of small exporters.

Recommendations For Further Research

1. Longitudinal Studies: Future research should track the long-term impact of TCI on business performance, job
creation, and market diversification over multiple trade cycles.

2.Comparative Cross-Country Analyses: Examining how different countries implement and support TCI can
offer valuable policy lessons and best practices.
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3. Digital Credit Insurance Platforms: Research should explore how fintech innovations and blockchain can
streamline the administration of TCI and reduce operating costs, particularly in emerging markets.
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