
Chapter 9 SOURCE S OF ADVICE, ASSISTANCE AMD COUNTERTRADE SERVICE S 

9.1. Introductio n 

The upsurg e i n countertrad e activit y sinc e th e beginnin g o f th e 1980 s ha s 
resulted i n grea t interes t bein g displaye d i n countertrad e b y mos t developin g 
countries. Thes e countrie s ca n tur n t o many source s of advice, assistance an d 
countertrade service , rangin g fro m conference s o n countertrad e organise d b y 
international institutions , wher e broa d issue s o f countertrad e polic y ar e 
discussed, t o th e commercia l activitie s o f tradin g house s whic h ac t a s 
intermediaries i n particular deals. 

The exten t t o whic h developin g countrie s wan t o r nee d t o utilis e th e 
services of advisers and intermediaries i s discussed i n section 9.3. 

9.2. Assistanc e an d Services Available 

The rang e o f assistanc e an d service s availabl e ma y b e broadly divide d int o 
official/semi-official an d commercial. 

9.2.1. Officia l and Semi-official Assistanc e 

(i) Internationa l Organisation s 

A numbe r o f internationa l organisation s hav e entered th e countertrade arena , 
mainly i n the form of seminars or written reports. Fo r example, the Commonwealth 
Secretariat sponsore d th e Commonwealth Symposiu m on Countertrade which wa s held 
in Kingston , Jamaica , i n 198 6 an d wa s attende d b y representative s fro m 1 4 
developing countr y member s o f th e Commonwealth . UNCTAD , ofte n i n conjunctio n 
with th e organisatio n ASTRO , ha s als o sponsore d severa l seminar s a s wel l a s 
publishing som e paper s an d report s o n countertrade . Othe r organisation s whic h 
have publishe d materia l o n countertrade includ e th e OECD and th e United Nation s 
Economic Commissio n fo r Europe. Appendi x 3  contains reference s t o many o f the 
reports on countertrade o f particular interes t t o developing countries. 

There hav e als o bee n a  fe w occasion s whe n internationa l institution s hav e 
supplied short-ter m adviser s t o particula r developin g countrie s i n orde r t o 
offer "tailor-made " policy leve l advice on countertrade. 

(ii ) South/Sout h Assistanc e 

Some offer s o f assistanc e ar e availabl e fro m on e developin g countr y t o 
another. Fo r example, the State Trading Corporation o f Indi a has advised a few 
parastatal organisation s i n othe r countrie s o n countertrad e polic y an d 
procedures. Also , a  senio r officia l o f th e Governmen t o f Zimbabw e ha s 
indicated, o n a n unofficia l basis , tha t som e advice , i f requested , migh t b e 
made available t o other, African countries with les s experience of countertrade. 

The polic y o f Singapor e i s als o worth y o f note . Th e governmen t hope s t o 
establish Singapor e a s a  countertrad e centre . A s par t o f thi s polic y th e 
Government o f Singapor e ha s offere d variou s incentives , includin g ta x 
advantages, t o internationa l tradin g house s an d loca l companie s t o establis h 
countertrade subsidiarie s i n Singapore unde r th e Pioneer Servic e scheme . Ther e 
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are als o som e internationa l bank s tha t specialis e i n countertrad e whic h ar e 
represented i n Singapore. Th e governmen t hope s tha t Singapor e wil l develop as 
a service s centr e fo r countertrade , no t onl y fo r deal s involvin g Singaporea n 
companies, bu t particularl y fo r tradin g enterprise s i n othe r countries . I n 
pursuance o f thi s objectiv e th e Trad e Developmen t Boar d (TDB ) ha s indicate d 
that i t wishe s t o b e liste d i n thes e guideline s a s a  contac t poin t fo r 
Commonwealth developin g countrie s seekin g advic e o n countertrad e matters , 
particularly fo r deals involvin g partner s i n South East Asia. Th e TDB, on a no 
cost basis , woul d attemp t t o pu t enquirer s i n touc h wit h th e countertrad e 
companies which could provid e the appropriate services . Th e contact poin t is:-

Singapore Trade Development Boar d 
1 Maritime Square 03-01 
World Trade Centre 
Telok Blangah Road 
Singapore 0409 
Telex: RS 28617/28170 TRADEV 
Contact: Mr . Maran Doraira j 

Senior Trade Officer 

9.2.2. Commercia l Assistance 

Under th e broad headin g o f commercial assistanc e ar e include d al l activitie s 
for which fee s are paid or costs/commissions are earned. 

(a) Polic y Guidance 

Various tradin g houses , bank s an d consultanc y organisation s hav e som e 
experience o f givin g polic y leve l advic e t o developin g countr y governments , 
either pai d fo r directly or through ai d agencies. 

(b) Informatio n and Consultancy Service s 

Various services are available. 

(i) Basi c information on particular countries including regulations/guidelines 
previous experienc e o f countertrade , contacts/addresse s (governmen t 
departments, centra l bank , etc.) . Provisio n o f list s o f companie s a s 
contacts fo r disposal of goods received within countertrade. 

(ii) Special consultanc y services , e.g. advic e on procurement o f products i n 
developing countries , market researc h fo r "difficul t t o move" products, 
studies of the feasibility of countertrade i n particular cases. 

(iii)Commercial conference s an d seminars , mostl y ru n i n Europ e an d Nort h 
America b y organisation s suc h a s Busines s International , primarily fo r 
Western businessmen. 

(c) Report s and Periodicals 

In additio n t o report s publishe d b y internationa l institutions , ther e ha s 
also been a  vast increas e i n recent year s o f reports o n countertrade which ar e 
available fo r sal e fro m commercia l publishin g house s suc h a s th e Economis t 
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Intelligence Unit . Some o f thes e report s whic h ar e o f particula r relevanc e t o 
developing countrie s ar e liste d i n Appendix 3 . Specialis t periodical s dealin g 
with th e subject of countertrade ar e listed i n Appendix 4. 

(d) Transactio n Structurin g 

Many tradin g houses, banks and other institution s provid e som e or all of the 
following services : participatin g i n al l aspect s o f th e negotiatio n o f th e 
countertrade contrac t includin g pricing , lega l arrangement s an d liaiso n wit h 
foreign partner ; advising on countertrade costs ; making arrangements fo r supply 
of countertrade d product s an d actin g a s "marriag e broker " i n arrangin g fo r 
disposal o f goods . These service s ar e ofte n linke d t o formulatin g a  financin g 
package, includin g advisin g o n obtainin g credi t an d credi t insurance . Th e 
services describe d ma y b e provide d t o an y o f th e principal parties involve d i n 
a deal. Paymen t i s usually earned on a commission basis. 

(e) Monitorin g 

Supervision o f th e operationa l part s o f th e transactio n t o ensur e tha t 
agreed arrangements are properly executed. 

(f ) Tradin g 

Taking title to countertrade goods , either 
(i) o n a back-to-back basis , where th e intermediar y take s titl e bu t with a 

final buyer pre-arranged , or 
(ii) on a  positio n basis , wher e th e intermediar y take s titl e withou t a 

pre-arranged fina l buyer. 

(g) Specia l Service s 

For example, legal services, insurance services , etc. 

There ar e i n existenc e a  numbe r o f directorie s describin g th e service s o f 
intermediary organisation s an d listin g som e o f th e majo r ones . Th e mos t 
comprehensive director y i s that publishe d b y Countertrade Outlook on a biennial 
basis, entitled "Director y of Organisations Providing Countertrade Services". 

In Appendi x 6  w e presen t a  shor t director y o f organisation s whic h provid e 
specialist service s t o developin g countrie s suc h a s th e targe t grou p o f 
countries fo r these guidelines. 

Among th e mos t importan t supplier s o f service s ar e th e tradin g house s an d 
banks which are profiled i n the following two sub-sections. 

9.2.3. Tradin g Houses 

Many o f the world's major tradin g houses involve d i n the tradin g of hard and 
soft commoditie s pla y a  pivotal rol e i n countertrade. A  number o f the larges t 
trading house s hav e create d specia l countertrad e unit s whic h offe r companie s 
the ful l rang e o f services , includin g structurin g deal s an d takin g ove r 
countertrade obligation s b y takin g titl e t o good s o n thei r ow n account . Fo r 
example, i n many o f Indonesia' s countertrad e transaction s th e deal s hav e bee n 
structured by , and th e goods have been assigned to , these major tradin g houses. 
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Many o f the m loo k on countertrad e a s a  useful adjunct t o their norma l business 
because th e profi t margin s tha t ca n b e earne d throug h successfu l countertrad e 
are highe r tha n th e lo w margins whic h usuall y exis t fo r conventionall y trade d 
bulk commodities . Som e tradin g house s no t onl y ac t a s intermediarie s bu t 
become th e main instigators and partners i n countertrade deals. 

Four ver y larg e tradin g house s whic h ar e amon g th e mos t significan t 
"players" i n th e worl d o f countertrad e ar e worth y o f mention (i n alphabetica l 
order). Andr e i s a  majo r grai n an d sof t commodit y tradin g hous e base d i n 
Lausanne, Switzerland, whic h ha s a  lon g history o f involvemen t i n countertrad e 
through it s Finc o subsidiary . Cargill , th e U S base d grai n an d commodit y 
trading house , create d a  specialis t countertrad e grou p i n 198 3 which operate s 
from variou s location s includin g Genev a (withi n th e Trada x subsidiary) . 
Metallgesellschaft i s a  majo r tradin g hous e whic h originate d i n Wes t German y 
and i s involve d i n tradin g metal s an d othe r products . I t ha s create d a 
countertrade join t ventur e subsidiar y wit h th e Frenc h commodit y house , Loui s 
Dreyfus, know n a s M.G. Services whic h operate s fro m thre e principa l locations , 
New York , Londo n an d Hon g Kong . Th e fourt h tradin g hous e i s par t o f th e U S 
based Phibro-Salomo n grou p whic h consist s o f tw o autonomou s subsidiaries , 
Philipp Brothers , the larges t coramodit y tradin g house i n the world, and Salomon 
Brothers, th e financia l service s group . Phibr o ha s a  lon g trac k recor d i n 
countertrade, particularly throug h it s offices i n New York and London. 

The larges t tradin g house s hav e significan t advantage s a s provider s o f 
countertrade services . The y hav e a  worldwid e network , a  broad tradin g base , 
access t o commodit y markets , expertis e i n structurin g deal s an d substantia l 
financial resources. 

Mention mus t als o b e mad e o f th e Japanes e tradin g houses , the sog o shosha , 
the nin e larges t o f which , i n order o f sale s turnover , are Mitsubishi, Mitsui, 
C. Itoh , Marubeni , Sumitomo , Nissh o Iwai , Toy a Menk a Kaisha , Kanematsu-Gosh o 
and Nichimen . Thes e corporation s ar e organise d o n a  vast scal e an d hav e al l 
the tradin g hous e advantage s fo r countertrad e note d earlier . I n spit e o f th e 
Japanese government' s anti-countertrad e stance , mos t sog o shosh a hav e create d 
countertrade units and have been actively involve d i n countertrade, particularly 
in Indonesia. Their involvement elsewhere in the world has also been considerable, 
but ver y ofte n onl y o n a  reactiv e basi s (wher e th e tradin g hous e i n questio n 
faces a  countertrad e requiremen t o r whe n difficultie s aris e i n importin g 
Japanese good s int o a developing countr y i t may agre e t o take out countertrade d 
exports). 

9.2.4. Bank s 

Apart fro m norma l bankin g activities , suc h a s operatin g account s an d 
handling documentar y credits , a number o f banks also have a  more active role in 
countertrade including : 

countertrade polic y advice t o governments 
transaction structurin g 
specialist financia l advice 
trading of countertrade goods. 
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Few bank s suppl y al l thes e services . Among th e banks with th e longes t trac k 
record o f involvemen t i n countertrad e ar e thos e i n Vienn a whic h originall y 
specialised i n East/West countertrade . Som e o f thes e bank s hav e no w expanded 
their countertrad e activitie s o n a worldwide basis . Examples o f tw o such banks 
are given . Th e Creditanstal t Bankin g Grou p ha s a  subsidiar y tradin g an d 
finance company , AWT , whic h offer s withi n it s rang e o f service s a  ful l 
countertrade servic e includin g tradin g on its own account. Anothe r Vienna bank 
is Centr o Bank , th e shareholdin g o f whic h i s spli t betwee n fou r bank s fro m 
different countries , includin g Kleinwor t Benso n o f th e UK. Centr o Ban k has a 
trading licenc e and, like AWT, employs a number of traders on its staff. 

There are several other banks in Europe which have experience i n countertrade, 
including involvemen t i n transaction s wit h developin g countries . A  notabl e 
example i s th e Banqu e Francais e d u Commerc e Exterieu r i n Paris . Man y othe r 
banks i n Europ e hav e establishe d countertrad e unit s i n recen t years , mostl y 
with a  vie w t o supplyin g thei r client s wit h assistanc e rathe r tha n actuall y 
trading, althoug h som e proposal s ar e mor e ambitiou s tha n others . The Midlan d 
Bank Grou p o f th e UK , fo r example , ha s create d Internationa l Trad e Service s 
with office s i n various centres , includin g Vienna . Lloyd s Ban k o f th e U K i s 
also active throug h it s Barter and Countertrade Department . 

In the USA, a number o f banks established tradin g companie s under th e Export 
Trading Compan y Ac t o f 1982 . However, a number o f these have been dramaticall y 
reduced i n siz e an d i n som e instance s close d altogether . Th e countertrad e 
activities of these banks have also been reduced i n many cases. 

There ar e als o man y bank s i n centre s suc h a s Singapore , Hon g Kon g an d 
elsewhere which have developed som e expertise i n countertrade i n recent years. 

9.3. Requirement s fo r Advice , Assistance an d th e Service s o f Intermediarie s 
by Developing Countrie s 

Opinions diffe r sharpl y i n developin g countrie s abou t th e necessit y an d 
advisability o f usin g th e service s o f intermediaries . Thi s debat e primaril y 
arises i n relation t o the requirements fo r using th e service s o f trading houses 
for particula r deals , which ar e variously describe d a s absolutely essentia l or, 
conversely, unnecessar y an d overl y expensiv e because , i t i s claimed , th e 
intermediaries themselve s are only intereste d i n a quick "killing". 

Some countrie s hav e sufficientl y develope d tradin g and bankin g sectors , with 
some experienc e o f countertrade , tha t the y fee l themselve s t o b e virtuall y 
self-sufficient i n term s o f th e expertis e an d facilitie s require d t o do deals 
directly wit h partner s i n othe r countrie s withou t an y intermediarie s bein g 
involved. However , o n som e occasions , thes e countrie s ma y us e intermediarie s 
for convenience o r when special expertise i s required. 

There ar e othe r developin g countries , however , wit h relativel y undevelope d 
banking an d tradin g sector s an d wit h ver y littl e experienc e o f countertrad e 
which hav e a  muc h greate r nee d fo r usin g th e service s o f intermediaries , i n 
what, after all, is often a highly complex form of  trade . 
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For an y developin g country , th e importan t poin t i s tha t grea t car e an d 
attention shoul d b e pai d t o th e selectio n o f tradin g house s an d othe r 
intermediaries wit h whic h t o d o business . Ther e ar e som e disreputabl e 
companies offerin g services , o r suggestin g countertrad e deals , which shoul d b e 
avoided an d thes e hav e create d a  ba d reputatio n fo r intermediarie s i n genera l 
in som e countries . However , ther e ar e als o man y highl y reputabl e tradin g 
houses an d othe r intermediarie s involve d i n countertrad e an d i t i s th e 
responsibility of the developing countrie s concerne d t o make a careful choice. 
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