
Chapter 8  ORGANISATIONA L AM ) OPERATIONA L POLIC Y OPTION S FOR  DEVELOPIN G 
COUNTRIES 

8.1. Introductio n 

The topi c fo r thi s sectio n concern s th e questio n -  ho w shoul d developin g 
countries organise themselve s fo r countertrade? 

Some government s tak e virtuall y n o actio n o n polic y an d organisationa l 
questions an d thi s create s confusio n bot h i n thei r ow n countrie s an d amongs t 
potential foreig n countertrad e partners . Man y developin g countrie s hav e 
expressed a  genera l willingnes s t o conside r countertrade , withou t creatin g a 
structure throug h whic h potentia l deal s ma y b e negotiated , agree d an d 
implemented. 

A particula r proble m concern s th e locatio n o f decision-makin g powe r withi n 
the government secto r i n a particular countr y on countertrade matters. In other 
words -  wh o make s th e decisions : th e Ministr y o f Trade , th e Ministr y o f 
Finance, th e Centra l Bank , som e othe r Ministry , o r a  combinatio n o f al l o f 
them? 

Without clear policy guidelines on such questions, and without a n organisat-
ional system fo r countertrad e bein g created , i t i s often necessary t o "reinvent 
the wheel " fo r ever y potentia l deal , resultin g i n confusio n an d dela y fo r al l 
concerned. Ver y ofte n potentia l foreig n countertrad e partner s wil l no t eve n 
contemplate initiatin g countertrad e discussion s unles s th e polic y guideline s 
and the mechanism for implementing countertrade ar e known. 

8.2. Countertrad e Policy an d Implementatio n Procedures 

Presumably, th e firs t ste p fo r any government i n relation t o countertrade i s 
to consider th e macroeconomic arguments . Having done that , and i f th e result is 
that countertrad e i s t o be encouraged, o r a t leas t allowed , i t i s necessary t o 
start buildin g a  polic y framewor k withi n whic h countertrad e ca n effectivel y 
function. Variou s matters , includin g th e politica l orientatio n o f th e 
government, pla y a  par t i n polic y development , bu t thes e ar e question s 
affecting individua l government s wherea s th e issue s raise d belo w ar e commo n t o 
all situations. 

The commo n component s o f countertrad e polic y an d implementatio n procedure s 
are discussed unde r th e following points. 

(i) A  governmen t shoul d establis h polic y guideline s fo r countertrade , a t 
least givin g som e broa d outlin e o f policy . Som e developin g countrie s hav e 
published guidelines. 

Example 
The Ministr y o f Trade an d Industr y o f Malaysia ha s publishe d tw o shor t 
booklets entitle d "Countertrad e Anyone? " an d "Countertrad e i n 
Government Procurement " whic h se t ou t th e Malaysia n positio n o n 
countertrade. 
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(ii) A  governmen t ma y announce , publis h o r mak e know n a  rang e o f othe r 
information o n countertrad e whic h supplement s th e broa d outlin e o f polic y 
already mentioned . Suc h additiona l informatio n may b e change d a t interval s 
according to economic or other circumstances. 

Example 
Various countrie s hav e list s o f products , eithe r fo r expor t o r fo r 
import, which may be allowed fo r countertrade . Furthe r informatio n may 
be provide d i n particula r cases ; fo r example , th e Governmen t o f 
Zimbabwe sometime s make s announcement s t o th e Zimbabwea n industria l 
sector of import opportunities that may be available through countertrade 
deals. 

(iii) A  governmen t shoul d mak e arrangement s t o establis h th e require d 
government machiner y fo r th e consideratio n o f propose d deals . Withou t a 
focal poin t withi n th e governmen t secto r whic h i s charge d wit h th e 
responsibility o f receivin g an d considerin g countertrad e proposals , i t i s 
very difficult fo r interna l o r external parties, particularly i n the case of 
proposals fo r ad hoc deals, to make any progress. 

Example 
Sometimes a  particula r uni t withi n a  Ministr y ma y b e give n thi s 
responsibility, suc h as Unit Khas Countertrade i n the Ministry o f Trade 
and Industry of Malaysia, or a special committee composed of representa-
tives o f various Ministries may be created , suc h as the Special Trading 
Arrangements Committee (STAC ) of Zimbabwe (refer t o Appendix 5). 

(iv) A  government should clearly locate decision-making power for countertrade. 
Very ofte n th e unit o r committe e whic h ha s th e responsibilit y fo r receivin g 
and considering proposal s does not have the power t o make decisions. 

Example 
The STA C o f Zimbabw e make s recommendation s t o th e Permanen t Secretar y 
and th e Minister o f Trade an d Commerc e wh o make th e final decisions o n 
whether o r not to proceed with particular deals. 

(v) Prio r t o embarkin g o n a  polic y o f encouragin g countertrade , a 
government shoul d tak e actio n t o overcome know n problem s which wil l hinder, 
or sometime s mak e impossible , th e successfu l negotiatio n an d completio n o f 
deals. 

Example 
A commo n proble m i n many developin g countrie s i s tha t exchang e contro l 
regulations requir e ful l remittanc e o f expor t earning s i n foreig n 
exchange t o th e Centra l Bank . Thi s prohibits , fo r example , holdin g 
funds offshor e i n an escrow account , and, i f this facilit y i s required, 
government actio n i s neede d t o mak e provisio n fo r allowin g suc h 
operations i n particular cases. 
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(vi) A  governmen t shoul d mak e know n whic h organisation s ar e approve d fo r 
countertrade implementation . Thi s ma y involv e identifyin g particula r 
parastatal organisation s or , instead , ma y b e base d o n givin g authorit y t o 
the privat e sector , within th e polic y establishe d b y government, t o procee d 
with countertrade . I t i s usua l t o make a  clea r separatio n betwee n polic y 
and implementation . Polic y i s see n t o be th e responsibilit y o f government, 
or a  particula r governmen t department , wherea s responsibilit y fo r th e 
implementation o f deals, particularly th e tradin g aspects, is usually place d 
in the hands of particular parastata l organisations or the private sector . 

Example 
The implementatio n o f countertrad e deal s i n Indi a i s usually place d i n 
the hand s o f a  parastata l organisation , eithe r th e Stat e Tradin g 
Corporation o f Indi a (STC ) o r th e Mineral s an d Metal s Tradin g 
Corporation of India (MMTC) . 

Those developin g countrie s whic h lac k eithe r a  suitabl e parastata l 
organisation o r privat e secto r companie s wit h th e appropriat e countertrad e 
experience ar e likel y t o hav e t o rel y mor e heavil y o n th e service s o f 
international tradin g companies. 

Some countrie s hav e activel y trie d t o encourag e th e participatio n o f thei r 
own national companies i n countertrade deal s by creating preferentia l term s fo r 
local companies. Malaysia , for example, as noted i n Appendix 5, has taken some 
steps t o favou r Malaysia n registere d companie s a s assignee s i n countertrad e 
deals. 
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