
Chapter 1 0 RESEARCH, MONITORING AND EVALUATION 

10.1. Introductio n 

This chapte r i s concerne d wit h th e activitie s whic h ca n b e undertake n b y 
developing countr y government s i n relatio n t o supporting , monitorin g an d 
evaluating countertrad e policies . Th e activitie s mostl y relat e t o studie s 
which ar e designe d t o pu t countertrad e o n th e righ t cours e an d kee p i t there. 
These studie s may b e undertaken b y organisation s withi n th e developing countr y 
concerned o r by external consultants, particularly th e latte r i f aid fundin g or 
other source s of financial support are available. 

10.2. Preliminar y Studie s 

Preliminary studie s are thos e undertaken prio r t o engaging i n a countertrade 
policy or in preparation fo r particular deals. 

(i) Feasibilit y o f Countertrade an d Set-up Studies 

Some developin g countrie s hav e undertake n specia l exercise s t o examin e th e 
feasibility o f embarkin g o n a  countertrad e polic y and/o r th e actua l 
mechanisms fo r establishing a  working system . O n occasions, external advic e 
is sough t fro m specialist s i n countertrad e an d ther e hav e bee n a  fe w 
examples o f developin g countrie s receivin g assistanc e fro m ai d agencie s i n 
financing suc h studies. 

(ii) Countr y Studies 

Governments, organisations o r private companie s may, fro m time t o time, want 
to asses s th e practicabilit y o f countertradin g wit h particula r partne r 
countries. Th e nee d may be greates t when th e proposed partne r countries are 
other developin g countries . I n these case s i t may be necessary t o carry out 
studies t o lear n abou t th e countertrad e policie s i n forc e an d asses s th e 
availability an d marketability o f the export products which are offered. 

Also, a  countr y ma y carr y ou t specia l bilatera l trad e studie s t o identif y 
those countrie s with which i t has an unfavourable trad e balance, with a view 
to exerting a  littl e pressur e t o achieve a  more equitabl e balance o f trade. 
This ma y als o tak e th e for m o f identifyin g produc t need s withi n th e othe r 
countries whic h coul d b e supplie d fro m th e countr y concerned . India , fo r 
example, had a n imbalance o f trade with a  particular Middle Eastern country; 
a stud y reveale d tha t th e othe r countr y require d dum p truck s which could b e 
sourced fro m Indi a an d a  proposa l fo r a  countertrad e dea l linkin g India n 
imports fro m that country with Indian exports was put forward . 

(iii) Impor t Absorption Studies 

(a) Ow n Absorptio n Capacity . Whe n bilatera l trad e negotiation s ar e i n 
progress, i t i s importan t fo r official s t o know thei r ow n country' s impor t 
absorption capacity , i.e . requirement s fo r th e good s propose d b y th e othe r 
country. Ther e i s n o poin t i n enterin g int o commitment s whic h impl y a 
higher level of imports tha n are needed. A s an example of such studies, 
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prior t o negotiation s o n th e continuatio n o f th e USSR/Indi a clearin g 
agreement, th e India n Institut e o f Foreig n Trade carrie d ou t studie s of the 
requirements i n India for Russian goods, 

(b) Othe r Country' s Impor t Absorptio n Capacity . Particularl y i n case s 
where a  country ha s some suspicion s tha t it s goods may be re-exported b y the 
countertrade partner , i t i s necessar y t o chec k o n th e country' s rea l 
requirements. Fo r example, if an East European countr y i s planning to enter 
a countertrade commitmen t t o import more tobacc o tha n it consumes i n a year, 
it ca n b e assume d tha t som e o f tha t tobacc o i s likel y t o be resol d o n th e 
world market. 

( iv ) Impor t Price Research 

As note d i n Chapte r 6 , i t i s commo n practic e fo r countertrad e cost s t o be 
loaded on t o the impor t pric e paid b y developing countries . A t the contract 
negotiation stag e i t i s important t o check, as fa r as i t is possible, on the 
extent t o whic h th e impor t pric e ha s bee n increased . Fo r som e products , 
such a s oi l o r basi c commodities , thi s i s eas y t o d o bu t i t i s fa r mor e 
difficult i n th e cas e o f man y manufacture d goods . However , i t i s possibl e 
to carry ou t som e checks , such a s comparin g price s with thos e of comparabl e 
products entering th e country under usual commercial terms. 

(v) Expor t Research 

When a  governmen t i s decidin g whic h market s ar e acceptabl e a s destination s 
for it s countertrade d exports , i t may nee d t o carr y ou t som e researc h int o 
the impor t statistic s o f potentia l partne r countrie s t o asses s th e usua l 
level o f trad e an d the n decide countertrad e polic y o n th e basis o f avoidin g 
the replacemen t o f commercia l sales . Uni t Kha s Countertrad e o f Malaysia , 
for example, carries ou t suc h exercise s befor e agreein g o n destination s fo r 
its exports under counterpurchase arrangements . 

Developing countrie s ma y als o sponsor , o r encourag e othe r partie s t o 
undertake, marke t researc h o n countertrade d exports . Thi s i s particularl y 
appropriate whe n ne w market s ar e bein g sough t fo r traditiona l export s o r 
when non-traditional export item s are offered fo r countertrade. 

10.3. Monitorin g 

During th e cours e o f a  countertrad e transactio n i t i s importan t tha t 
monitoring procedure s ar e i n place s o that contract term s ca n be checked. Som e 
monitoring involve s th e continuatio n o f exercise s begu n i n th e preliminar y 
stages, for example, checking on costs and prices. 

One o f th e mos t importan t subject s requirin g monitorin g i s th e fina l 
destination o f countertrade d exports . I n orde r t o protec t agains t disruptio n 
of commercial sale s i t i s necessary t o try t o ensure tha t th e goods arrived and 
remained i n th e intende d receivin g country . Thi s i s notoriously difficul t t o 
achieve, particularly i n the case of bulk commodities of standard specification s 
which ca n b e easil y diverte d t o othe r markets , bu t th e attemp t t o chec k o n 
arrival and usage should b e made. Variou s means are available. 
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(i) I t i s possibl e t o requir e tha t copie s o f shippin g document s an d a n 
import declaration ar e despatched afte r arriva l of th e goods. I t might also 
be possibl e t o insis t o n inspectio n o f th e goods on arrival i n the country . 
(The fac t tha t good s hav e arrive d i n a given country does not guar d agains t 
re-export bu t i t a t leas t ensure s tha t th e good s hav e no t bee n diverte d t o 
another marke t prio r t o arrival . Also , re-exporting, becaus e o f th e cost s 
involved, might not be economically feasible. ) 

(ii) At a  late r date , the partne r country' s expor t an d re-expor t statistic s 
can be examined t o se e i f any good s o f tha t typ e lef t th e countr y durin g a 
given period. 

(iii) Informa l checkin g ca n b e undertake n b y th e embassy o f th e countr y i n 
question, o r b y othe r sources , t o verify tha t th e good s remaine d an d wer e 
used i n the intende d country . Suc h checkin g i s much easie r i f the goods are 
shipped directly t o an end-user rather tha n to a trader or other intermediary . 

It may be impractica l t o imagine tha t th e checking procedure s outline d above 
could b e carrie d ou t i n ever y case , bu t i t migh t b e possibl e t o check , fo r 
example, one in every fou r or five shipments on a sample basis. 

A furthe r alternative , o f course , i s tha t th e service s o f inspectio n 
agencies coul d b e employed t o check on th e arrival an d distribution of goods in 
particular countries , but thi s would involv e extra costs which would have to be 
borne by the developing country . 

10.4. Evaluatio n 

Fairly fe w attempt s hav e bee n mad e t o evaluat e countertrad e policie s i n a 
rigorous manner, partl y becaus e th e experience o f many countrie s ha s only been 
short term . I t i s important tha t som e attempts a t evaluation shoul d b e carried 
out s o tha t backgroun d informatio n i s availabl e t o assis t policy-maker s i n 
their deliberations concernin g th e future of countertrade i n their countries. 

Various attempts at evaluation could be imagined . 

(i) "Additionalit y Studies" . A  fe w countries , includin g Malaysia , carr y 
out researc h base d o n studyin g th e impor t dat a o f foreig n countertrad e 
partners ove r a  number o f years t o check whether o r not the level of exports 
of particula r product s t o thos e countrie s ha s increase d t o beyond th e leve l 
that existe d befor e countertrad e sale s began. (Th e drawbac k o f thi s method 
is tha t i t i s ver y difficul t t o kno w whethe r trad e increase d o r decrease d 
for reasons attributable t o countertrade or to other factors. ) 

(ii) Cost/Benefit Analysis . A s fa r a s w e ar e aware , n o seriou s attempt s 
have been made t o carry ou t a  thorough analysi s o f th e costs and benefits of 
countertrade fo r particula r countries . Suc h exercise s woul d presen t som e 
difficulties and would have t o be tailored t o the particular circumstance s 
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of particula r countrie s bu t i t might b e possibl e t o develop a  methodology, 
or a t leas t som e guidelines , fo r countertrad e evaluatio n studies . Thi s 
could b e a  subject tha t a n aid agenc y might addres s on behalf o f intereste d 
developing countries. 

10.5. Developmen t of Skills and Capabilities fo r Research 
and Evaluation 

We hav e outline d a  numbe r o f preliminar y studie s a s wel l a s makin g 
suggestions abou t carryin g ou t monitorin g an d evaluatio n exercises . I t i s 
implicit withi n thes e recommendation s tha t a  nee d exist s withi n developin g 
countries t o develo p th e necessar y skill s an d capabilitie s require d t o 
undertake suc h studie s an d exercises . Littl e attentio n ha s bee n pai d t o thi s 
topic s o fa r bu t i t might b e a n are a o f activit y i n which ai d agencie s coul d 
help with th e development o f systems, methods and training. 
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