
Chapter 4 EXPORT S AMD IMPORTS 

4.1. Whic h Products to Export? 

The extent t o which countrie s contro l th e product s allowe d fo r export within 
countertrade deal s differ s considerably . Ther e ar e ver y fe w countrie s whic h 
allow countertrad e partner s t o tak e ou t an y product s the y please. Clearly , if 
no restriction s ar e imposed , i t can be expected tha t countertrad e partner s will 
adopt th e easies t cours e o f actio n o f takin g ou t a  developing country' s mai n 
established expor t item s an d sellin g the m t o establishe d customers . Thi s 
involves a simple replacemen t o f th e country' s commercia l sale s and involve s no 
benefit t o the country whatsoever. 

Therefore, nearl y al l countrie s whic h engag e i n countertrad e impos e som e 
restrictions on the exports allowed. In the case of counterpurchase transaction s 
and th e variou s form s o f bilatera l agreements , i t i s usual t o have a n expor t 
list o f permitte d product s fro m whic h th e partne r i s allowe d t o mak e a 
selection withi n th e confine s o f an y requirement s tha t ma y b e stipulate d 
related t o quantitie s an d value s o f th e product s i n question. I n th e cas e o f 
barter-style countertrade , th e countr y ma y specif y expor t product s whic h ar e 
allowed o r ma y adop t a  case-by-cas e approac h o f considerin g individua l 
proposals a s they arise. 

The disadvantag e fo r a  developing countr y o f having a  published expor t lis t 
for countertrad e i s tha t i t migh t limi t scop e fo r flexibility , wherea s th e 
advantage i s tha t intereste d parties , both insid e an d outsid e th e country, are 
informed abou t th e expor t possibilitie s an d tim e i s no t waste d o n proposin g 
countertrade deals that stand no chance of being seriously considered . 

An alternative t o producing a n expor t lis t i s t o specify thos e products not 
allowed fo r countertrade . I n Malaysia , fo r example , ther e ar e thre e specifi c 
exclusions: log s an d saw n logs , crud e pal m oi l an d ti n or e an d concentrate . 
Also, good s produce d i n th e Malaysia n Fre e Trad e Zon e an d i n th e License d 
Manufacturing Warehouse s ar e no t allowe d fo r countertrade . Other product s ma y 
be suggeste d fo r countertrad e bu t al l proposal s ar e subjecte d t o ver y clos e 
scrutiny by the Malaysian authorities. 

A furthe r alternative , i f th e developin g countr y want s t o avoi d publishin g 
an expor t list , is t o operate a  consistent polic y whic h come s t o be know n an d 
understood b y th e tradin g community . I n Zimbabwe, fo r example, most deals hav e 
involved tobacco , shor t fibr e asbesto s and , occasionally , lo w carbo n ferr o 
chrome. There have been very fe w cases when other product s have been allowed. 

Whether a n expor t lis t fo r countertrad e i s publishe d o r not , ther e ar e a 
number o f issue s t o b e addressed . These mostl y relat e t o th e questio n o f ho w 
the developin g countr y ca n ensure tha t countertrade d export s ar e additiona l t o 
the existing leve l of commercial sales . Cynic s will sa y tha t the whole ide a of 
additionality i s a  bogu s concept , bu t a t leas t th e attemp t mus t b e mad e t o 
examine th e issues in greater depth. 
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4.1.1. Additionalit y 

Perhaps th e most importan t countertrad e issue , and th e most contentious , is 
whether o r no t countertrad e ca n lea d t o incrementa l export s -  the argumen t o f 
trade creation versus trad e diversion. 

The issu e become s comple x whe n a n effor t i s mad e t o defin e "additiona l 
sales" and, further, when any attempt i s made t o prove additionality . 

In th e firs t plac e a  distinction shoul d b e mad e betwee n shar e o f th e cak e 
and siz e o f th e cake . Policy-makers i n most countrie s ar e primaril y concerne d 
with increasin g thei r ow n country' s shar e o f an y give n market and , therefore , 
view additionalit y i n purely national terms . Additiona l sale s i n this case can 
be achieve d b y takin g marke t shar e awa y fro m a  competitor , while th e siz e o f 
the tota l worl d marke t remain s th e same . A n alternativ e approac h i s t o view 
additionality i n term s o f increasin g th e tota l worl d marke t fo r th e product i n 
question, i.e . increasin g th e siz e o f th e cake . This migh t b e achieved , fo r 
example, particularl y withi n th e contex t o f South/Sout h countertrade , b y 
countries increasin g consumptio n o f commoditie s receive d i n countertrad e whic h 
they would not otherwise be able t o afford t o import under commercia l terms. 

The importanc e o f thi s distinctio n betwee n siz e an d shar e o f th e cak e will 
be returne d to , but fo r th e tim e being th e goal of increasin g market shar e may 
be take n as paramount. 

For an y particula r country , ther e ar e fou r broa d categorie s o f potentia l 
incremental exports throug h countertrade. 

Examples 

(i) 

(ii) 

Traditional export s t o 
new buyer s i n a n 
established marke t 

Traditional export s 
to a  countr y whic h 
was not previousl y 
a marke t fo r th e 
product 

African countr y X  i s a major exporte r o f 
a particula r mineral . I t regularl y 
supplies end-user s i n th e USA . I f a 
countertrade dea l involve d suppl y t o 
other end-use r companie s i n th e USA which 
were no t previousl y customers , i t coul d 
be argued tha t th e sales were additional. 

South America n countr y Y  i s a  majo r 
exporter o f froze n chicken . I f sale s 
could b e commenced t o a new market 
it coul d b e argue d tha t th e sale s 
were additional . Thi s would particularl y 
apply i f th e sale s wer e t o a n Easter n 
bloc countr y o r a  developin g country , 
either o f whic h migh t b e unlikel y t o 
purchase th e ite m i n questio n b y payin g 
in foreign exchange. 
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(iii) Traditiona l exports Caribbea n country Z used to 
to a country which was sel l bananas t o a North African 
previously a  market countr y but shortage s of foreign 
but no longer has exchang e resulted i n the trade 
foreign exchange bein g stopped. I f banana 
available t o make export s were restarted within 
purchases th e context of a countertrade 

deal i t could be argued that the 
exports were additional. 

(iv) Non-traditiona l Asia n country A is a major exporter of 
exports t o almost te a but has only recently installe d 
anywhere facilitie s fo r th e productio n an d expor t 

of te a bags . I f te a bag s coul d b e 
exported withi n a  countertrad e dea l i t 
could b e argue d tha t th e export s wer e 
additional. 

Any countr y ma y selec t on e o r mor e o f thes e categories . Malaysia , fo r 
example, allows exports o f some of it s traditional exports suc h a s palm oil and 
rubber (i n circumstance s specificall y agree d b y th e Ministr y o f Trad e an d 
Industry) an d i s als o encouragin g export s o f non-traditiona l item s suc h a s 
rubber gloves and furniture. 

4.1.2. Bul k Commodities Versus Non-Traditional Export s 

Most o f th e traditiona l export s whic h ar e countertrade d b y developin g 
countries ar e bul k commodities . Ther e ar e man y argument s abou t th e relativ e 
merits o f countertradin g bul k commoditie s a s oppose d t o non-traditiona l 
exports, some of which are examined i n this sub-section. 

The mos t importan t countertrade d export s fro m developin g countrie s hav e 
been bulk commoditie s includin g oil, minerals an d sof t commodities . An argument 
can b e pu t forwar d tha t i t i s no t i n th e long-ter m interest s o f developin g 
countries t o countertrad e suc h commoditie s excep t i n limite d an d specifie d 
circumstances. However , countertrad e partner s nearl y alway s prefe r t o obtai n 
bulk commodities . The y offe r a  means o f assembling a sufficient value fo r the 
countertrade, th e obligations ca n b e easily assigne d t o tradin g companies , the 
products ar e usuall y sol d o n a  standardise d basis , th e opportunit y fo r usin g 
futures markets exist s i n many cases , and th e countertrad e discoun t require d i s 
quite small. 

The firs t proble m fo r developin g countrie s i s tha t countertrad e nearl y 
always involve s extra cost s which th e developing countr y itsel f usually end s up 
paying. Therefore , i f a  developin g countr y ha s surplu s stockpile s o f 
commodities suc h a s cocoa , rice , tobacco , mineral s an d s o on , eve n i f th e 
stocks ar e difficul t t o sell , i t ma y wel l b e i n th e developin g country' s 
interests t o incu r th e expense o f continue d storage , or t o sell conventionall y 
at a discount rathe r tha n engage i n countertrade whic h involve s extr a costs and 
may disrupt th e world market fo r the product i n question. 
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In recognitio n o f thes e dangers , many developin g countrie s tr y t o insis t 
on additionalit y bu t ther e ar e man y problem s i n achievin g thi s fo r bul k 
commodities. Firstly , the world market positio n fo r most commoditie s i s either 
static or declining. I n a post-recession era some growth may be re-established , 
but i n th e curren t situatio n ther e i s n o rea l growt h and , excep t i n unusua l 
circumstances, general over-supply . Occasionally i t may b e possibl e t o open up 
a genuinely "new " market throug h countertrad e i n an Eastern bloc country o r i n 
another developin g country , bu t suc h circumstance s ar e unusual . Secondly , i t 
is virtuall y impossibl e i n many case s fo r th e developin g countr y t o chec k o n 
the destinatio n o f th e countertrade d product . A commodit y suc h a s rubbe r may 
change hand s many time s befor e i t reaches it s fina l user. Thirdly, an apparent 
new marke t ma y b e n o suc h thing . Fo r example , a n occasio n i s know n whe n a 
Western machiner y exporte r seekin g "new " market s fo r a n expor t fro m a  Sout h 
American countr y manage d t o identif y a n exporte r wh o wa s abou t t o begi n 
supplying a  ne w custome r i n Europe . Th e transactio n wa s redresse d a s a 
countertrade, the government o f the South America n countr y though t a  new market 
had bee n opene d up , bu t i n fac t a  conventiona l metho d o f trad e ha d bee n 
replaced b y a higher cos t method. 

In practice , th e countertradin g o f bul k commoditie s usuall y eithe r mean s 
that th e developin g countr y displace s it s ow n commercia l export s or that i t is 
trying t o "steal " market shar e awa y fro m competitor s withi n a  finit e market . 
The latte r situatio n ma y resul t i n short-ter m benefit , but i n th e longe r ter m 
it i s likel y tha t th e competin g countr y o r countrie s wil l b e force d t o follo w 
the sam e countertrad e line , a s i s happenin g no w wit h a  number o f Indonesia' s 
competitors, thu s resultin g i n a  genera l free-for-al l withi n th e market. Th e 
consequence o f countertradin g a  bul k commodit y wil l ver y ofte n b e tha t th e 
world marke t pric e o f th e produc t i s depressed . Additiona l suppl y t o a n 
already over-supplie d marke t lead s t o a  reductio n i n price . Furthermore , the 
practice o f sellin g countertrade d good s t o th e fina l buye r a t a  discount als o 
exerts downward pressur e on the price i n the market a s a whole. 

Countertrading bul k commoditie s ca n probabl y onl y b e justifie d i n a 
limited numbe r o f circumstances , fo r example , i f th e produc t i s actually sol d 
at th e worl d pric e an d th e foreig n partne r i s force d t o absor b an y extr a 
countertrade costs . Anothe r occasio n migh t b e i f ther e i s a  desir e t o 
circumvent nationa l o r internationa l rules , but thi s practic e involve s it s own 
dangers an d ma y als o resul t i n depressin g th e worl d price . Anothe r i s i f a 
really genuin e ne w market ca n be found , possibly i n another developin g country , 
which woul d definitel y no t hav e purchase d th e produc t excep t withi n a 
countertrade transaction ; perhaps , also, if th e countertrad e i s organised o n a 
long-term basi s whereb y th e developin g countr y gain s th e securit y o f a 
guaranteed outlet . An d lastly , perhap s i n a  distres s situatio n wher e a 
developing countr y ha s warehouse s ful l of , fo r example , tobacco , which i t i s 
having grea t difficult y sellin g an d desperatel y need s fertiliser s fo r fiel d 
application i n a fe w weeks' time. I n such a  situation a trading company may be 
in a positio n t o tak e th e tobacc o t o pa y fo r th e fertilise r i n a way tha t th e 
developing countr y coul d definitel y no t organis e fo r itsel f i n th e tim e 
available. However , ver y man y countertrad e transaction s involvin g bul k 
commodities d o not fal l within the circumstances outline d above. 
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The occasion s whe n developin g countrie s stan d t o deriv e muc h greate r 
benefit occu r when the y ar e able t o trade 'non-traditional ' exports which would 
otherwise b e difficul t t o sel l o n th e worl d market . Non-traditiona l i n thi s 
context mean s export s fro m a  particula r countr y whic h ar e eithe r ne w o r 
recently established . Suc h product s ma y b e industria l good s o r agricultura l 
products (th e latte r grou p includin g unprocesse d item s suc h a s fruit s an d 
vegetables a s wel l a s value-adde d product s suc h a s canne d goods , dried fruit , 
cocoa products , frui t juice s an d numerou s othe r products) . I f th e developin g 
country i n question ca n sel l th e product s fo r cas h ther e will almos t certainl y 
be no benefit in countertrading, but if the developing country faces difficulties, 
perhaps becaus e o f lac k o f marketin g expertise , the n countertrad e ma y offe r a 
beneficial fro m o f trade , particularl y i f ne w market s ca n b e opene d up . If , 
however, the products are difficult t o sell simply because the y are of inferio r 
quality o r to o highly priced , the n the y wil l b e useless fo r conventional trad e 
or countertrade. 

There ar e man y difficultie s involve d i n countertradin g "non-traditional " 
products, whic h th e countertrad e intermediarie s suc h a s tradin g house s an d 
banks woul d b e th e firs t t o poin t out . Indeed , man y developin g countrie s 
already pa y li p servic e t o th e ide a o f countertradin g non-traditiona l exports , 
but th e practica l difficultie s involve d hav e resulte d i n relativel y fe w 
transactions bein g completed . Fro m th e foreig n tradin g partner' s poin t o f view 
the countertradin g o f non-traditiona l exports , compare d wit h countertradin g 
bulk commodities , require s eve n mor e imagination , ingenuity , effor t an d risk . 
In brief, the difficulties includ e th e proble m of amassin g sufficien t value fo r 
a countertrad e transactio n fro m non-traditiona l exports , th e proble m o f 
identifying availabilit y o f supply , th e proble m o f pric e competitiveness , th e 
problem of entering more protecte d markets, and th e proble m of higher discounts 
(disagios) being required fo r such products. 

From the developing country's point of view, countertrading of non-traditional 
exports offer s muc h greate r opportunitie s fo r enterin g genuinel y ne w market s 
with les s ris k o f depressin g price s fo r th e marke t a s a  whole . B y usin g 
outside marketin g expertis e withi n a  countertrad e transaction , a  developin g 
country migh t b e enable d t o open u p a market whic h coul d prov e t o be lucrativ e 
for year s t o come . On e danger , however , fo r th e developin g countr y i s th e 
possibility o f unwittingl y encouragin g marketin g dependence . Thi s migh t b e 
avoided b y includin g a  marketin g trainin g componen t withi n th e overal l 
countertrade deal . I t i s als o importan t tha t th e developin g countr y closel y 
examines th e ne t benefit s o f countertradin g non-traditiona l exports . If , fo r 
example, th e expor t ite m ha s a  very hig h impor t content , the n th e benefits o f 
countertrade migh t b e ver y limited . Som e countries , includin g Jamaica , hav e 
operated a  syste m whereb y th e countertrad e valu e i s separate d accordin g t o the 
local content an d foreign exchange conten t o f the exported product . 

Lastly, developin g countrie s mus t b e prepare d t o giv e som e promotiona l 
support (fund s fo r advertisin g etc. ) i n appropriat e case s t o develo p market s 
for non-traditional exports, particularly consume r products. 

4.1.3. Weightin g of Countertrade Export Values 

One approac h t o th e questio n o f bul k commoditie s versu s non-traditiona l 
exports i n countertrad e deals , whic h ha s bee n adopte d b y a  fe w countries , i s 
that extra "weight" is given to certain non-traditional products and a lower 
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"weight" i s give n t o bul k commoditie s o r establishe d expor t items . Th e 
rationale fo r thi s i s that findin g markets fo r bulk commoditie s and established 
export item s wil l usuall y b e quit e eas y fo r countertrad e partner s whereas th e 
much mor e valuabl e exercise , fro m th e developin g country' s poin t o f view, o f 
selling value-adde d an d non-traditiona l export s i s likel y t o b e muc h mor e 
difficult. I n recognitio n o f this , an d t o giv e a n incentiv e t o tak e ou t th e 
more "difficult" products, a weighting system may be introduced . 

For example , i f a  foreig n supplie r ha s a  countertrad e obligatio n t o take 
out $1 0 million fro m developing countr y X , th e Government o f X might allo w the 
obligation t o be fulfilled i n the following way: 

Invoice Value Countertrad e Value 
$ million 

5.0 

5.0 
2.0 
1.0 
0.25 
13.25 

We ight 
0.5 

0.7 
1.0 
1.5 
2.0 

$ million 
2.5 

3.5 
2.0 
1.5 
0.5 
10.00 

Product 
Palm oil 
Cocoa product s 
(not beans) 
Frozen chicke n 
Furniture 
Machine tool s 

This syste m i s reall y onl y applicabl e t o th e counterpurchas e o r simila r 
types of countertrade. 

As note d i n Appendi x 5 , Indi a ha s adopte d a  variant o f thi s practic e a s 
part of its own counterpurchase scheme . 

4.1.4. Destinatio n of Exports 

As wel l a s controllin g th e actua l product s allowe d fo r countertrade , 
developing countrie s ca n als o attemp t t o contro l th e destination s o f thos e 
exports. A common approach i s to allow a particular produc t t o be countertrade d 
on condition tha t i t is destined fo r a particular market. 

Different approache s ar e eviden t o n polic y matter s relate d t o expor t 
destinations. Som e developin g countrie s insis t tha t thei r export s mus t b e 
absorbed withi n th e partne r countr y an d will no t allo w the products t o be sol d 
in thir d countries . Thi s i s th e genera l approac h adopte d i n many case s b y 
Malaysia, althoug h i t sometime s allow s a  proportio n o f th e export quantit y t o 
be shipped elsewhere. 

A somewhat differen t approac h i s adopted b y Zimbabwe which wil l allow some 
commodities t o b e countertrade d wit h Easter n blo c countrie s an d developin g 
countries bu t wil l usuall y onl y countertrad e wit h OEC D countrie s o n th e basi s 
that Zimbabwea n export s ar e no t destine d fo r th e partne r countries , th e 
argument bein g tha t i f OECD countrie s wan t Zimbabwea n export s the y can pa y for 
them in cash. 
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The grea t difficult y i n implementin g an y policie s relate d t o expor t 
destinations i s that th e danger exist s tha t export shipment s will be redirected 
or re-exported . Man y instance s ar e know n wher e thi s ha s happened , involvin g 
products exporte d unde r bilatera l clearin g agreement s an d othe r type s o f 
countertrade. Som e developin g countrie s hav e complaine d tha t thei r export s 
have been resold fo r foreig n exchange o n world markets, thus causing disruption 
to that developing country' s own commercial sales and general disruption t o the 
market. 

Various measure s ca n b e take n b y developin g countrie s t o tr y t o protec t 
themselves agains t thes e practice s bu t th e proble m remain s fairl y intractable . 
If the countertraded export s are manufactured goods , they are likel y t o be more 
difficult t o re-export . Also, som e degre e o f protectio n i s offered i f export s 
are shippe d directl y t o end-users . Bu t i n man y case s th e expor t item s ar e 
standardised bul k commodities , such a s rubbe r o r pal m oil, which ar e difficult 
to chec k an d monitor . However , som e measure s ca n b e take n b y developin g 
countries and these are outlined i n section 10.3. 

4.1.5. Concludin g Remarks about Exports 

Considerable difficultie s exis t i n selectin g an d implementin g a  polic y 
concerning th e exports allowe d fo r countertrade . The overridin g ai m must be t o 
achieve incrementa l export s bu t th e grea t proble m i n attemptin g t o calculat e 
"additional sales " i s tha t i t i s impossibl e t o kno w wit h certaint y wha t 
products would have been sold in other circumstances and, therefore, additionality 
can only be estimated and never measured. 

The broa d guideline s suggeste d her e ar e a s follows . The cleares t benefit s 
from countertrade ar e likel y t o be gained fro m sales of non-traditional exports 
but i t mus t b e recognise d tha t th e countertrad e cost s ar e highe r an d th e 
problems o f organisin g deal s ar e greater . Th e countertradin g o f bul k 
commodities an d othe r traditiona l export s shoul d b e limite d t o thos e case s 
where particula r benefit s exist. Also , the benefits o f short-term increase s in 
market shar e should be measured against th e possibilities of market destabilis-
ation, particularl y if , eventually , al l supplier s o f a  give n commodit y adop t 
the sam e practices . Th e greates t benefits , i n term s o f achievin g additiona l 
sales, ar e likel y t o b e achieve d b y countertradin g wit h othe r developin g 
countries whic h woul d no t otherwis e hav e bee n abl e t o affor d t o bu y th e 
products wit h cash ; thi s i s on e o f th e major reason s wh y th e fastes t rat e o f 
growth i n futur e countertrad e wil l probabl y b e i n South/Sout h deals . Thi s 
provides a means of increasing th e size, as opposed t o the share, of the cake. 

A sensibl e compromis e i n th e debate abou t traditiona l an d non-traditiona l 
exports may be t o include both i n the same deal. If , for example, a $5 million 
deal i s bein g structured , i t may mak e sens e t o allow th e countertrad e partne r 
to tak e ou t $ 4 million i n a  bulk commodit y suc h a s rubbe r an d $ 1 million i n 
non-traditional export s suc h a s rubbe r good s (gloves , etc.) . Thi s compromis e 
offers th e opportunity o f making up a sufficient value fo r th e deal with a bulk 
commodity whil e a t th e sam e tim e encouragin g th e market developmen t o f a "new" 
added valu e export . Also , a s note d i n sectio n 4.1.3 , thi s approac h ma y b e 
reinforced b y adopting a differential weightin g syste m according t o the exports 
selected. 
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4.2. Which Products t o Import? 

4.2.1. Choic e of Import s 

According t o the typ e of deal or agreement, the products t o be importe d by 
developing countrie s may b e specifie d i n th e contrac t o r may be outlined i n an 
indicative listin g fro m which actua l selections ar e made prio r t o trading. Th e 
latter i s particularl y th e cas e wit h medium-ter m an d longer-ter m agreements , 
and als o som e barter-styl e deals , which ar e base d o n th e tradin g of a "basket" 
of products. 

Whether o r no t i t i s i n th e interest s o f developing countrie s t o import a 
basket o f products i s open t o some question. Ther e i s an argument which state s 
that developin g countrie s ar e muc h bette r advise d t o accep t on e o r a  fe w 
products, o r a  projec t (turnke y factory , road , etc.) , a s th e impor t componen t 
because th e organisation and execution o f such deals ca n be more easily carried 
out. Th e argument s whic h ar e sometime s advance d agains t baske t deal s ar e 
outlined i n the following points. 

(i) I n th e cas e o f hig h valu e baske t deal s th e administrativ e burde n o n th e 
developing countr y importin g th e product s i s great . Al l th e usual syste m 
of impor t licence s and s o on will operat e an d the problems of coordinating 
a great rang e of goods within th e contex t o f one deal may be more tha n the 
government departments ca n efficiently deal with. 

(ii) In bilateral deal s al l th e impor t good s will hav e t o be source d fro m the 
partner country , eve n thoug h som e o f th e product s ma y b e unsuitabl e o r 
higher cos t tha n th e good s previousl y importe d fro m elsewhere . I n th e 
case o f ver y hig h valu e deals , grea t pressur e ma y b e place d o n th e 
business/industrial communit y t o accep t product s fro m th e bilatera l 
partner which the y would much prefe r t o source fro m other countries. 

(iii)Dangers exis t tha t th e import s withi n baske t deal s may be spli t int o to o 
small "parcels" , wit h th e resul t tha t problem s aris e ove r lac k o f 
discounts, poo r qualit y contro l an d lac k o f spar e part s an d servicin g 
arrangements. 

The proponent s o f baske t deals , o n th e othe r hand , poin t ou t tha t the y 
offer developin g countrie s a  way o f coordinating import s while a t th e same time 
developing exports . I t i s als o importan t t o distinguis h betwee n thos e whic h 
are organise d b y tradin g house s o r simila r organisation s an d governmenta l 
bilateral agreements . I n the forme r case , the tradin g house i s not limite d t o 
one countr y o f origi n an d ma y sourc e th e good s fro m whereve r th e developin g 
country wishes , thu s overcomin g a t leas t on e o f th e disadvantage s outline d 
above. 

4.2.2. Qualit y Control of Import s 

Many o f th e horror storie s o f countertrade relat e t o tales of shipments of 
left-handed gloves , bicycles with a  two week lif e spa n and s o on. Clearl y such 
dangers ar e apparen t i n al l form s o f trad e bu t i t i s sometime s suggeste d tha t 
the problems are worse i n countertrade. 

35 



The accusatio n i s sometime s mad e agains t Easter n blo c countries , i n 
particular, tha t thei r highe r qualit y good s ar e sol d fo r foreig n exchang e an d 
the lowe r qualit y item s ar e channelle d throug h reciproca l tradin g agreements . 
Similar complaint s are levelled at some suppliers in OECD countries. 

One o f th e problem s i n countertrad e i s tha t intermediarie s i n governmen t 
departments ten d t o pla y a  much greate r rol e tha n i n conventiona l trade . A s 
well a s additiona l paperwor k an d administrativ e delay s ther e i s als o th e 
problem o f interferenc e i n commercia l activities . Fo r example , a  tradin g 
organisation i n a developing countr y ma y b e accustome d t o sourcin g it s import s 
of ra w materials solel y o n th e basis o f quality an d pric e competitiveness , but 
then find s tha t i t i s directe d toward s procurin g th e material s fro m on e 
particular country , withi n th e contex t o f a  countertrad e deal , wher e i t ha s 
very littl e opportunit y t o chec k qualit y standard s an d relate d matter s t o it s 
full satisfaction . However , i f th e developin g countr y i n question ha s ru n out 
of foreig n exchange an d coul d no t sourc e th e raw materials throug h conventiona l 
channels, the "something is better tha n nothing" argument may be put forward . 

Some developin g countrie s hav e mad e a  determine d effor t t o avoi d thes e 
pitfalls i n thei r bilatera l agreement s b y sponsorin g impor t mission s t o th e 
partner countr y s o tha t representative s o f thei r ow n commercia l secto r ca n 
visit supplier s in order to view production facilities and discuss requirements. 
As a  secon d best , importer s mus t mak e d o wit h receivin g specification s an d 
samples prio r t o placin g orders . Inspectio n agencie s migh t b e use d t o chec k 
imports prio r t o shipmen t bu t thi s involve s extr a costs . I t i s also possible , 
if intermediar y organisation s -  suc h a s tradin g house s -  ar e involved , tha t 
they wil l assis t i n thes e matters . Lastly , produc t specification s shoul d b e 
set out i n the countertrade contrac t documents. 
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