
C h a p t e r 1  INTRODUCTIO N 

1.1. Backgroun d 

There are almost as many definitions of countertrade as there are commentators 
on th e subject , bu t i n broa d term s i t ma y b e define d a s reciproca l trad e 
involving tw o o r mor e countries . A  mor e in-dept h approac h t o definin g th e 
subject i s presented i n Section 3.1. 

There ar e just a s many argument s abou t th e proportion of world trad e that is 
now carried on through countertrade arrangements . Quit e apart fro m definitional 
problems whic h impac t upo n th e questio n o f relativ e importance , i t i s also a n 
unanswerable questio n becaus e o f th e lac k o f an y comprehensiv e statistica l 
base. However , mos t trad e analyst s no w see m t o agre e that , accordin g t o th e 
definition o f countertrad e whic h i s adopted , somewher e betwee n 5  an d 2 0 pe r 
cent of world trad e i s conducted on this basis. 

1.2. Th e Purpose of the Guidelines 

The purpos e o f thes e guideline s i s t o provid e informatio n an d advic e o n 
countertrade fo r Commonwealt h developin g countries , recognisin g tha t th e nee d 
for assistanc e i s greates t fo r thos e wit h limite d countertrad e experience . 
Some countries , suc h a s Malaysia , ar e ver y experience d indee d bu t ther e ar e 
other Commonwealt h members , man y o f the m i n Afric a an d th e Caribbean , whic h 
have seldo m engage d i n reciproca l tradin g practices . Suc h countrie s ar e 
referred t o as the target group of countries i n this manual. 

The genera l approac h adopte d i s t o vie w countertrad e fro m a  developin g 
country perspective , whic h contrast s thes e guideline s wit h mos t o f th e 
published work s o n countertrade , whic h adop t th e standpoin t o f exporter s o r 
governments i n industrialised countries . 

It i s not th e purpos e o f thes e guideline s t o cover al l the philosophical o r 
macroeconomic argument s regardin g th e relativ e merit s o f multilatera l an d 
bilateral trade . Thes e arguments , both pr o an d con , have bee n elaborate d i n 
numerous books , reports , articles an d papers , som e o f whic h ar e liste d i n th e 
Annotated Bibliograph y (Appendi x 3). 

On th e basi s o f thes e arguments , som e countrie s ma y hav e decide d t o avoi d 
countertrade altogether . Mos t countries , however , ar e a t leas t willin g t o 
consider th e possibilit y o f engagin g i n th e practice . Thi s i s th e startin g 
point fo r th e guidelines , which the n procee d t o tak e a  very practica l view o f 
the subject , examining advantage s an d disadvantage s fo r countrie s i n differin g 
economic circumstances . They ar e not "pro-countertrade" , but attemp t t o explain 
how to obtain the best results fro m an imperfect tradin g system. 

It i s also not th e purpos e o f thes e guideline s t o provide blueprints o f how 
to d o countertrad e deals . Any suc h attemp t woul d b e doomed t o failur e becaus e 
there ar e a n almos t endles s numbe r o f possibl e variation s an d th e recip e fo r 
success i n on e countr y ma y b e altogethe r differen t i n another. However, ther e 
are a  number o f issue s which ar e commo n t o most countrie s whic h engag e i n the 
practice, and a full discussion of these issues is provided so that policy-makers 
in developing countrie s ca n interpret the m i n the ligh t o f their own particular 
circums tances. 
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The mai n intende d audienc e i s policy-maker s i n developin g countries . They 
need t o consider countertrad e a t two levels: 

(i) Devisin g a national policy. 
(ii) Originating, o r respondin g to , particula r proposal s fo r countertrad e 

deals. 

There i s considerabl e overla p i n th e issue s t o be considere d a t eac h leve l 
and they are therefore discussed without separation . 

The guideline s ar e als o intende d fo r us e b y organisation s i n developin g 
countries which are actively involve d i n the conduct o f countertrade deals. 

1.3. Th e Content o f the Guidelines 

The guideline s ar e organise d o n th e basi s o f chapter s eac h dealin g wit h a 
set o f majo r countertrad e issues . Chapte r 2  i s concerne d wit h a  numbe r o f 
general issue s an d strateg y choice s fo r developin g countries . Chapte r 3 
describes th e variou s form s o f countertrad e an d give s som e example s o f 
different types . Chapte r 4  look s a t th e fundamentall y importan t issu e o f th e 
trading impac t o f countertrade. Chapte r 5  discusses th e production , a s opposed 
to purel y trading , aspect s o f countertrade . Chapte r 6  i s concerne d wit h th e 
question o f th e incrementa l cost s which aris e throug h countertrad e an d ways o f 
limiting them . Chapte r 7  is a major chapte r dealing with contracts, contractual 
issues an d th e financia l aspect s o f countertrade . Chapte r 8  examine s th e 
question of how developing countries should organise themselve s fo r countertrade. 
Chapter 9  give s informatio n o n th e source s o f countertrad e advic e an d 
assistance. Chapte r 1 0 provide s comment s o n th e ofte n ignore d subjec t o f th e 
research requirement s fo r countertrade , plu s monitorin g an d evaluatio n 
procedures. Chapte r 1 1 contains checklists . Supportin g document s an d furthe r 
background informatio n are given i n the Appendices. 
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