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FOREWORD 

Countertrade, a  ter m whic h embrace s a  variety o f commercia l mechanism s fo r 
reciprocal trade , ha s becom e a  major elemen t i n th e patter n o f internationa l 
trade. Eve n o n a  conservativ e assessment , betwee n 5  and 8  per cen t o f world 
trade i s now taken up i n countertrading, while som e analysts have put its share 
much higher. 

The Commonwealt h «Secretaria t doe s no t adop t an y officia l positio n o n 
countertrade, eithe r o f approva l o r disapproval . I n recognitio n o f th e 
increasing us e of countertrade i n international trade , however, the Secretariat 
organised a  Symposiu m o n th e subjec t i n Kingsto n i n April-Ma y 198 6 i n 
association with th e Jamaica National Export Corporation. Representative s fro m 
14 developin g countr y member s o f th e Commonwealth , togethe r wit h a  number o f 
regional organisations , discusse d man y aspect s o f countertrad e an d recommende d 
in th e closin g session s o f th e symposiu m tha t a  set o f guidelines b e prepare d 
for th e particula r benefi t o f countrie s wit h littl e countertrad e experience . 
The publicatio n o f thes e guideline s represent s th e fulfilmen t o f tha t 
recommendation. 

A numbe r o f reference s ar e mad e i n th e tex t t o th e countertrad e practice s 
and experience s o f individua l countries , particularl y t o thos e o f th e mai n 
countries visite d i n th e fiel d researc h -  India, Malaysia an d Zimbabwe . Suc h 
references ar e onl y made i n an attempt t o clarify general points by th e use of 
practical examples. I t i s important t o emphasise, however, that th e references 
relate t o informatio n availabl e a t th e tim e thi s researc h wa s carrie d ou t 
(March-April 1987 ) an d ma y no t necessaril y reflec t th e curren t policie s o f 
those countries. 

The Commonwealt h Secretaria t woul d lik e t o expres s it s appreciatio n t o al l 
those wh o hav e mad e th e publicatio n o f thes e guideline s possible , t o Produc e 
Studies Ltd. who were responsible for their preparation, and for the contributions 
made by other experts i n the field of countertrade. 
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ABBREVIATIONS 

ASTRO 

CT 

ECGD 

FTO 

GATT 

IMF 

OECD 

PTA 

STA 

UNCTAD 

UNECE 

International Association of State Trading Organisations 
of Developing Countries 

Countertrade 

Export Credits Guarantee Department (U.K. ) 

Foreign Trade Organisation 

General Agreement o n Tariffs and Trade 

International Monetary Fund 

Organisation fo r Economic Cooperation and 
Development 

Preferential Trade Area for Eastern and Southern 
African States 

either State Trading Agreement 
or Special Trade Agreement 

United Nations Conference on Trade and Development 

United Nations Economic Commission fo r Europe 
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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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Chapter 2 GENERA L ISSUES AND CHOICE OF STRATEGY 

2.1. Wh y Countertrade? 

It should neve r b e assumed tha t countertrade necessarily involve s benefits 
for developing countries and the reasons why any country engages in countertrade 
should be examined very closely. 

At a greatly simplified level it is often possible to distinguish developing 
countries which:-

(a) countertrad e in order to export 
(b) countertrad e in order to import. 

Obviously, every countertrade transaction, by its very nature, involves both 
import and export but i t is often possible to distinguish a country's primary 
motivation. 

Case (a) is typified by countries which use the "muscle" of their purchasing 
power to force trading partners to take out some of the country's exports. This 
particularly relates to counterpurchase. 

Case (b ) is typified by countries which are in a severe financial position 
in terms of balance o f payments deficit , debt, foreign exchange shortage and 
non-availability of credit facilities. Suc h countries have enormous difficulties 
in financing imports through conventional channels and turn to countertrade as 
a means of paying for imports. Thi s is why countertrade is sometimes referred 
to as an alternative form of trade finance. 

In fact, the idea of a spectrum could be developed with th e motivation to 
export at one end and the motivation to import at the other. A country such as 
Indonesia, which operate s a  mandatory counterpurchas e policy , would be placed 
well toward s th e "expor t end " wherea s man y countrie s i n sub-Sahara n Afric a 
would be placed more towards the "import end". 

The variou s perceive d objective s o f countertrad e ar e describe d i n th e 
following paragraphs in greater detail and are grouped under three headings. A 
country may pursue one or several of the objectives at any one time. The extent 
to whic h th e perceive d objective s ar e actuall y realisti c i s discusse d i n 
greater detail in later sections. 

(i) Expor t Related Objectives 

(a) T o increase exports by using the country's impor t purchasin g power to 
"twist th e arms " o f foreig n supplier s b y making th e award of import 
contracts conditiona l upo n a n agreemen t t o tak e som e reciproca l 
exports. 

(b) T o increase exports by countertrading with "cash-poor" trading partners 
(perhaps i n other developin g countrie s o r i n the Eastern bloc) which 
would not be in a position to purchase the country's goods for foreign 
exchange. 
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(c) T o increas e export s o f "distresse d commodities " whic h th e countr y i s 
having difficult y i n sellin g becaus e o f depresse d worl d marke t 
conditions. 

(d) T o achiev e incrementa l export s b y insistin g tha t countertrade d export s 
are destine d fo r "new " markets o r fo r "new " customer s i n establishe d 
markets. 

(e) T o encourage increase d exports of "non-traditional" export items. 

(f) T o use countertrad e t o help i n the establishment o f new markets fo r the 
country's export s whic h wil l late r b e replace d b y commercia l expor t 
sales. 

(ii) Impor t Related Objective s 

(a) T o enabl e countrie s experiencin g sever e foreig n exchang e shortage s t o 
import raw materials, spare part s and other good s which i t would not be 
able t o purchas e o n usua l commercia l terms . I n thi s cas e countertrad e 
is viewed, primarily, as a means of financing imports. 

(b) Furthe r t o (a) , t o enabl e loca l industrie s whic h ar e i n dange r o f 
closing dow n becaus e o f shortage s o f ra w material s and/o r spar e part s 
to obtain those import s and thereby stay i n existence. 

(c) Furthe r t o (a), to avoid usin g som e export earnings fo r debt repayment s 
by tying these export earnings t o an equivalent value of imports. 

(d) T o develop a wider range of sources of imports, 

(iii) Othe r Objectives 

(a) T o achiev e a  balanc e o f impor t an d expor t trad e wit h particula r 
countries. 

(b) T o encourag e foreig n investmen t i n th e countr y b y allowin g th e expor t 
revenues fro m th e sale s o f th e outpu t o f th e projec t t o repa y th e 
invested fund s (buy-back) . 

(c) T o encourag e increase d loca l productio n b y requirin g foreig n supplier s 
to sourc e component s o r othe r product s withi n th e purchasin g countr y 
(offset). 

(d) Furthe r t o (c), to secure technology transfe r objectives. 

(e) T o enabl e trad e t o tak e plac e wit h foreig n partner s and/o r countrie s 
which are only prepared t o trade on a reciprocal basis. 

(f) T o contribut e t o deb t repayment s (whe n deb t i s pai d i n expor t 
products). 

(g) T o develo p intra-regiona l trade , either throug h bilatera l arrangement s 
or regional clearing houses. 
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2.2. Strateg y Options 

As alread y noted , th e motivatio n fo r engagin g i n countertrad e i s involve d 
with on e o r mor e o f th e aim s o f increasin g exports , ensurin g a  suppl y o f 
imports o r achievin g broade r developmen t objectives . I t i s importan t fo r 
developing countrie s t o have a  clear ide a o f th e objectives the y are tryin g t o 
pursue an d the n t o consider th e various strateg y options , set out below, in the 
context of the best way of achieving thos e objectives. 

However, i n th e firs t place , i t i s importan t t o question whether o r not th e 
objectives ca n b e achieve d withou t countertrade . I f a n alternativ e cours e 
exists i t i s likel y tha t i t wil l b e preferabl e t o countertrade . A  maxi m 
adopted i n som e countrie s i s "i f ou r export s ca n b e sol d fo r cas h the n the y 
should b e sol d fo r cash" . I n othe r words , i t i s argue d tha t export s shoul d 
only b e allowe d fo r countertrad e i f the y ar e product s tha t th e countr y face s 
some difficulty i n selling. 

On th e assumptio n tha t countertrad e i s see n t o offe r th e possibilit y o f 
certain benefits, there are a number of basic strategic issues which policy-makers 
in developin g countrie s mus t confron t prio r t o makin g th e appropriat e polic y 
decisions. 

(i) Proactiv e or Reactive Policy 

In practice , mos t developin g countrie s adop t a  combinatio n o f th e tw o 
policies, whereb y the y bot h g o ou t i n searc h o f countertrad e opportunitie s a s 
well a s respondin g t o suggestion s fo r deal s fro m othe r countrie s and/o r 
organisations. 

(ii) Mandator y or Non-mandatory Policy 

This particularl y applie s t o countrie s whic h operat e th e counterpurchas e 
form o f countertrad e (refe r t o sectio n 3.3.1) . A n exampl e o f a  mandator y 
policy i s tha t introduce d b y Indonesi a i n 1981 , profiled i n Appendix 5 , which 
stipulates tha t al l non-ai d funde d import s exceedin g a  value o f 50 0 millio n 
Rupiah b y Indonesia n governmen t organisation s mus t includ e a n agreement b y th e 
supplier t o take out an equivalent value of Indonesian goods. 

Most developin g countries , however , hav e opte d fo r a  non-mandator y polic y 
whereby countertrad e i s accepte d a s a  possibilit y bu t i s not obligatory . Tw o 
countries whic h hav e introduce d a  non-mandatory counterpurchas e policy , whereby 
foreign supplier s ma y includ e countertrad e i n thei r tende r bid s bu t ar e no t 
required t o d o so , ar e Malaysi a an d India , bot h o f whic h ar e als o briefl y 
profiled i n Appendix 5. 

(iii) Lon g Term Agreements or Ad Hoc Deals 

Many developin g countrie s becom e involve d i n bot h lon g ter m an d a d ho c 
transactions wherea s other s hav e a  distinc t preferenc e fo r on e o r th e other . 
Zimbabwe, for example, has refused t o become involve d i n long term arrangements, 
arguing tha t i t wishes t o retain tradin g flexibilit y fo r it s exports accordin g 
to changin g marke t conditions . O n th e othe r hand , som e countries , suc h a s 
India, have entered int o several lon g term agreements. 
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Long ter m ma y b e regarde d a s i n exces s o f on e year . Fo r example , man y 
government t o governmen t agreements , suc h a s thos e favoure d b y Easter n blo c 
countries, ru n fo r a  ter m o f fiv e years . A d ho c deals , typically , ar e 
organised o n a  "one-at-a-time " basis . Increasingl y ther e ar e als o a  number o f 
medium terr a arrangements , ofte n base d o n on e yea r agreements , fo r example , 
State Trading Agreements, whic h are described i n section 3.3.3(b) . 

Several argument s ca n b e advance d fo r an d agains t lon g ter m arrangements , 
some of which are outlined i n section 3.3.3(a) . 

(iv) Limite d or Large Scale Involvemen t i n Countertrade 

Policy-makers shoul d confron t th e question o f what leve l o f countertrad e i s 
considered desirabl e an d realistic . Ther e i s som e evidenc e t o sho w tha t 
countries whic h attemp t a  massiv e transfe r fro m conventiona l trad e t o 
countertrade suffer severe problems, not least the inability of the administrative 
system t o cop e wit h th e changes . Som e commentator s bot h insid e an d outsid e 
Nigeria have suggeste d tha t th e transfe r t o a countertrade polic y i n the period 
prior t o August 198 5 was attempte d o n such a  large scal e tha t i t was likel y t o 
cause severe trading disruption. 

Many countries , includin g Zimbabw e fo r example , hav e specifie d tha t the y 
wish countertrad e t o accoun t fo r onl y a  smal l percentag e o f tota l externa l 
trade. 

(v) Othe r Strategic Issue s 

There ar e a number o f other issue s of government polic y t o be resolved, most 
of whic h ar e discusse d i n greate r detai l elsewher e i n th e guideline s an d ar e 
only mentioned here. 

- Whethe r t o establis h specifi c governmen t machiner y fo r countertrad e o r t o 
adopt an entirely case by case approach (refe r t o Chapter 8). 

- Whethe r t o engage i n countertrade purel y a s a public secto r activit y o r also 
to involve the private sector. 

- Whethe r o r not t o specify countertrad e partner s b y geographical o r economi c 
type, for example, Eastern bloc only. 

- Whic h exports t o allow for countertrade (refe r to Chapter 4). 

- Whic h import s to allow for countertrade (refe r t o Chapter 4). 

- Whethe r or not to use the services of countertrade advisers and intermediaries 
(refer t o Chapter 9 ). 

2.3. Ar e all Developing Countries Suited to Countertrading? 

The argument s fo r an d agains t countertrad e shoul d b e viewed i n terms o f th e 
circumstances o f particula r countries . A  countertrad e polic y suitabl e fo r on e 
country ma y b e entirel y unsuitabl e fo r another . Havin g sai d that , i t i s 
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possible t o distinguis h group s o f countries , groupe d o n th e basi s o f thei r 
economic characteristics , which are more suite d to countertrading tha n others. 

(i) Countrie s i n a Favourable Position 

Countries wit h a  diversified production/expor t bas e whic h ca n offe r a  wide 
range of possible export products fo r countertrade. 

- Countrie s with a substantial impor t absorption capacity . 

Countries i n a  stron g financia l positio n s o tha t al l countertrad e option s 
are open . (Counterpurchase , fo r example , i s no t usuall y a  possibility fo r 
"bankrupt" countries; refer t o section 3.3.1.) 

Countries whic h impor t man y good s an d project s o n commercia l term s a s 
opposed t o aid-financed or soft loa n terms. 

(ii) Countrie s i n a Less Favourable or Unfavourable Position 

- Countrie s wit h a  mono-product o r limite d production/expor t bas e whic h hav e 
very fe w products t o offer fo r countertrade. 

Countries with a limited impor t absorptio n capacity . 

Countries i n a very weak financial position. 

Countries whic h hav e accepte d IM F loan s an d condition s whic h ma y b e 
influenced b y tha t organisatio n agains t countertrade . (I n additio n t o a 
general antipath y t o reciproca l form s o f trad e an d a  preferenc e fo r 
multilateral trade , th e IM F i s als o "anti-countertrade " becaus e o f th e 
possibility tha t foreig n exchang e earnings , part o f which migh t b e used fo r 
repaying debts , may b e hel d offshor e an d use d instea d fo r financin g import s 
within countertrad e arrangements . Th e exten t t o whic h th e IM F o r othe r 
international institution s hav e activel y dissuaded developin g countrie s fro m 
countertrading i s not known.) 

- Countrie s whic h receiv e mos t o f thei r importe d project s an d capita l good s 
from ai d fund s o r sof t loan s where countertrad e would , i n nearly al l cases, 
be inappropriate . 

In summary , i t appear s tha t th e developin g countrie s whic h ma y b e i n th e 
best positio n t o benefi t fro m countertrad e ar e thos e wit h fairl y develope d 
economies (perhap s Malaysi a an d Indi a might b e examples) , whereas thos e i n the 
weakest positio n ar e thos e whic h ar e indebted , smal l an d wit h a  very limite d 
production/export base . Th e dilemm a i s tha t th e latte r grou p ma y hav e th e 
greatest nee d t o discove r an d utilis e unconventiona l form s o f tradin g suc h a s 
countertrade but , at th e sam e time , may be i n the weakest positio n to implement 
such policies successfully. Countrie s which tur n to countertrade i n desperation 
rather tha n i n a planned and logica l manner may well derive no real benefits. 
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However, as described i n Chapter 3 , the ter m countertrade cover s a  multitude 
of form s o f reciproca l trading , an d althoug h som e countrie s ma y b e i n a  weak 
position t o benefi t fro m countertrad e i n general , the y ma y stil l b e abl e t o 
select particula r variant s o f th e practic e whic h offe r genuinel y beneficia l 
opportunities. 
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Chapter 3  FORM S OF COUNTERTRADE 

3.1. Definitio n and Scope of Countertrade 

There i s n o genera l agreemen t o n th e definitio n o f countertrade . Som e 
favour a  fairl y narro w definitio n o f th e subjec t includin g onl y suc h practice s 
as barter-styl e deal s an d counterpurchas e wherea s other s includ e a  broade r 
range of trading arrangements includin g bilateral governmental trad e agreements. 

In thes e guideline s w e adop t a  simila r positio n t o tha t presente d i n th e 
report b y Jone s (1984 ) entitle d "North/Sout h Countertrade" , a n extrac t fro m 
which i s reproduced below . 

"... th e ter m "countertrade " i s use d i n thi s repor t i n a generi c sens e t o 
refer t o form s o f trad e involvin g a n element o f reciprocity , i.e . i f I  buy 
from you , yo u mus t bu y somethin g bac k fro m me . Thi s i s a  deliberatel y 
simple an d broa d definition . Countertrad e i s not a  neat, separate, easily 
definable entity . I t i s instea d a n ill-assorte d collectio n o f tradin g 
practices whose only connection i s that the y involv e reciprocal trade. 

A commo n misconception shoul d b e cleared u p at thi s stage . Countertrad e is 
not trad e without money, at least , it i s only tha t i n a few cases of classic 
barter; i n al l othe r case s mone y i s used . Th e importan t poin t abou t 
countertrade i s tha t i t aim s t o equalise , o r partiall y balance , foreig n 
exchange expenditures." 

A furthe r complicatin g facto r i s tha t th e terminolog y o f countertrad e ha s 
become ver y confused , wit h man y differen t definition s bein g offere d fo r th e 
same word. Compensation , fo r example, has severa l different meanings accordin g 
to th e use r o f th e term . A n appendix o n terminolog y i s given (Appendi x 1 ) in 
an attempt t o clear up some of the confusion. 

3.2. Countertrad e by Geographical Region 

From a  developin g countr y poin t o f view , countertrad e partner s ca n b e 
divided int o three broad geographical groups. 

(i) Tradin g partner s i n OECD countries . Occasionall y th e partne r may be a 
government o r parastata l organisatio n bu t mor e usuall y wil l b e a 
private manufacturing compan y or trading house. 

(ii) Trading partner s i n Easter n blo c countries . Fo r man y year s th e 
governments o f mos t Easter n blo c countrie s hav e favoure d a  polic y o f 
signing bilatera l trad e agreement s wit h particula r developin g 
countries. Th e actua l tradin g arrangement s ar e usuall y place d i n th e 
hands o f Foreig n Trad e Organisation s (FTOs) . A s wel l a s lon g ter m 
agreements, most Eastern bloc countrie s becom e involve d i n ad hoc deal s 
with developing countries. 

(iii)Trading partner s i n othe r developin g countries . This i s th e so-calle d 
"South-South Countertrade " an d i s probabl y th e mos t rapidl y expandin g 
area of countertrade a t th e presen t tim e an d has th e greatest potentia l 
for future increase . Agreement s are very often signed betwee n 
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governments, wit h th e tradin g arrangement s bein g organise d throug h 
parastatal organisations , althoug h som e parastata l organisation s als o 
have th e authority t o initiat e an d pursue thei r ow n deals. Th e privat e 
sector i s involve d i n som e developin g countries . A  varian t o f 
South-South trade , whic h i s sometime s considere d t o fal l withi n th e 
"family" o f countertrad e arrangements , i s regiona l clearin g agreement s 
(refer to section 3.3.3(c) . 

Of course , i t shoul d b e pointe d ou t tha t countertrad e i s no t necessaril y 
limited t o tw o partie s an d ther e ar e many case s of triangular o r multi-country 
deals. Referenc e t o a triangular countertrad e (escrow ) deal i s made i n section 
3.4. 

There are very fe w guidelines about which countries t o choose as countertrad e 
partners. I n som e case s th e typ e o f countertrad e syste m operate d wil l 
determine th e partners ; fo r example , a  counterpurchase syste m o f countertrad e 
will probably resul t i n many partner s amongst OECD countries . A  preference fo r 
long-term governmen t t o governmen t agreement s wil l resul t i n partner s amongs t 
some Easter n blo c an d developin g countrie s bu t no t OEC D countrie s which , a s a 
group, do not favou r suc h agreements . Th e barte r styl e o f countertrade offer s 
some additiona l scop e fo r choosin g partners . Ther e ar e som e countrie s whic h 
have adopte d th e positio n o f onl y countertradin g wit h countrie s whic h ar e 
lacking i n foreign exchange. I n other words, countertrade i s allowed with som e 
Eastern blo c an d developin g countrie s bu t no t wit h OEC D an d certai n othe r 
countries which ar e viewed a s purchaser s wh o shoul d onl y be allowe d t o pa y fo r 
export product s i n foreign exchange. 

3.3. Type s of Countertrade 

A larg e number o f books and report s have been produce d i n recent years, most 
of whic h contai n a  classificatio n o f th e variou s type s o f countertrade . I n 
these guidelines i t i s our intentio n t o concentrate attentio n o n thos e type s of 
countertrade whic h ar e o f primar y interes t t o th e targe t grou p o f countries . 
Therefore, littl e attentio n i s pai d t o variants o f countertrad e suc h a s switc h 
trading, with whic h th e targe t grou p ar e relativel y littl e involved , an d much 
more attention i s paid to counterpurchase, escrow deals and so on. 

However, it should b e remembered tha t no categorisation i s complete an d that 
there i s a lot of trut h i n the countertrade conferenc e cliche * which says "ther e 
are a s man y type s o f countertrad e a s ther e ar e deals" . Thi s i s on e o f th e 
reasons wh y thes e guideline s mak e n o attemp t t o provid e blueprint s fo r 
countertrade transaction s becaus e nearl y al l deal s hav e thei r ow n particula r 
characteristics. Having sai d that , ther e ar e broad type s o f countertrad e whic h 
can be distinguished an d which ar e presente d i n the followin g sub-sections , but 
the reade r shoul d b e awar e tha t th e categorie s ar e no t watertigh t an d tha t 
there i s often overlap between types. 

As a n ai d t o understanding fo r th e reader , i t may b e helpfu l t o conside r a 
sub-categorisation o f countertrad e type s int o thos e tha t relat e primaril y t o 
trading o f good s (counterpurchase , barter-styl e countertrade , bilatera l 
agreements) an d thos e tha t als o ofte n involv e investment , manufacture , 
technology transfer , capital movement, etc. (buy-back, offset, goods fo r debt) . 
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3.3.1. Counterpurchas e 

Counterpurchase i s a  ver y commo n for m o f countertrade . I t i s sometime s 
known a s paralle l trade . I t involve s a  developing countr y agreein g t o purchase 
an impor t o n condition tha t th e tradin g partne r will undertake a n obligation to 
take out export product s from the developing countr y over time. 

The followin g generalisations ca n be made about counterpurchase. 

i. Th e timin g sequenc e fo r counterpurchas e i s tha t th e developing countr y 
usually import s firs t an d exports second . Th e export perio d may extend 
over a number of years. 

ii. Ther e will usually be two (or more) contracts. 

iii. The metho d i s most appropriat e fo r creditworth y countrie s o r countrie s 
with foreig n exchang e reserve s becaus e th e import s ar e normall y 
financed b y conventiona l means , suc h a s credit s wit h appropriat e 
insurance cover . Th e export s fro m th e developin g countr y d o no t 
actually financ e th e imports , the y simpl y hel p t o balanc e th e 
expenditure on the import a t a later date. 

iv. Man y developin g countrie s giv e permissio n fo r counter-purchas e 
obligations t o be assigne d t o thir d parties . Som e countries , such a s 
Indonesia, hav e standar d letter s o f assignment . Often , th e obligatio n 
to tak e ou t expor t product s fro m th e developin g countr y wil l be take n 
over b y a  trading company . Th e actua l products t o be exported will be 
agreed eithe r i n advance o r a t a  late r date with th e government o f the 
developing country . 

v. A  discoun t fo r th e fina l buyer i s usually require d o n th e price of the 
export produc t i n orde r t o provid e a  purchasin g incentive . Th e sam e 
holds true for most countertrad e exports. 

vi. Th e tradin g compan y o r othe r assigne e wil l be pai d b y th e countertrad e 
partner a n amoun t equa l t o th e discoun t (ofte n calle d disagio ) plu s 
other agreed expenses. 

vii. The extr a counterpurchas e cost s incurre d b y th e countertrad e partne r 
are ofte n adde d t o hi s price , i.e . th e developin g countr y pay s th e 
extra costs. 

viii.The counterpurchas e obligatio n may b e equa l t o the value o f the impor t 
contract, in other words a 100 per cen t obligation , but i t may also be 
any agreed percentage below, or even above, 100 per cent. 

ix. A  syste m o f penaltie s fo r non-performanc e o f obligation s ma y exist , 
sometimes value d a t onl y a  fe w percen t o f outstandin g contrac t valu e 
or, possibly, as high as 50 per cent. 
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Counterpurchase system s hav e bee n introduce d b y a  numbe r o f developin g 
countries, particularly i n the Far East. An example of a mandatory counterpurchase 
system i s provide d b y Indonesia , whic h i s profile d i n Appendi x 5 . Shor t 
profiles ar e als o provide d o f tw o othe r countries , Malaysia an d India , which 
have introduce d non-mandator y schemes . Th e essentia l differenc e betwee n thes e 
two an d th e Indonesia n mode l i s tha t the y includ e a  countertrad e claus e i n 
tender document s fo r major governmen t procurement s fro m overseas supplier s bu t 
the offering o f countertrad e i s optional rathe r tha n mandatory. Therefore , in 
Malaysia an d India , a foreig n supplie r ma y offe r countertrad e i n order t o try 
to enhanc e th e chance s o f a  successfu l bid , bu t th e government s retai n th e 
right t o choos e a  bid withou t countertrad e i f th e overal l cos t an d term s ar e 
preferable. 

3.3.2. Barter-Styl e Countertrad e 

Barter i s use d i n a  numbe r o f way s i n countertrad e circles . I n it s most 
limited sens e i t refer s t o wha t i s sometime s calle d "pure " o r "classical " 
barter, i.e . wher e good s ar e exchange d withou t an y us e o f money . Suc h deal s 
are rare i n current internationa l trade , and where the y do exist ar e invariabl y 
organised o n a  governmen t t o governmen t basis . Recen t example s o f barte r 
include th e USA/Jamaic a deal s involvin g bauxit e fo r dair y product s an d a  Ne w 
Zealand lam b fo r Irania n oi l transaction . Th e proble m involve d i n organisin g 
classical barter deals i s the identification of double coincidenc e o f wants. 

In it s widest sense , barter i s sometime s used as a generic ter m i n the sam e 
way tha t countertrad e i s use d i n thes e guidelines . Somewher e i n betwee n th e 
limited an d wides t use s o f th e term , barte r i s used t o refe r t o th e typ e o f 
countertrade wher e a n expor t fro m a  developin g countr y finance s a  subsequen t 
import. Ther e i s n o generall y accepte d o r recognise d term , an d henc e 
"barter-style" countertrad e i s use d i n thes e guidelines . A n alternativ e ter m 
which i s sometimes used i s advance compensation . 

A developin g countr y whic h ha s exhauste d it s foreig n exchang e reserve s an d 
does no t hav e acces s t o credit will not normally b e i n a position t o engage i n 
the counterpurchas e typ e o f countertrad e (unles s th e Wester n exporte r i s 
prepared t o shi p good s withou t guarantee s o r som e for m o f unconventiona l 
finance i s available). A n alternative metho d i s fo r th e developing countr y t o 
export it s product s first , s o tha t th e proceed s o f th e sal e pa y fo r th e 
products imported into the developing country. The products from the industrialised 
country ar e no t shippe d unti l th e money i s available t o pa y fo r them . I t i s 
common fo r a n escrow accoun t t o be opene d wit h a  bank, t o be used exclusivel y 
for the inflows and outflows associated with th e particular transaction . 

A shor t profil e i s give n i n Appendix 5  of th e countertrad e syste m operate d 
by Zimbabw e an d a n explanator y exampl e i s given i n Section 3.4 . of th e stage s 
in the execution of a deal based on using an escrow account. 

There ar e many variant s o f barter-style countertrade , most o f which involv e 
the developing countr y exportin g first , but ther e ar e occasion s whe n a reverse 
order i s possibl e i f th e foreig n partne r i s prepared t o tak e th e countr y risk . 
For example , a  wel l know n Europea n tradin g hous e operate s a  syste m i n a  fe w 
selected Africa n countrie s whic h i t refer s t o a s "short-ter m trad e relate d 
self-balancing credits" . I n this cas e th e tradin g house organise s and finance s 
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the shipment o f an urgently require d impor t an d i s effectively supplyin g credi t 
to th e countr y unti l suc h tim e a s th e "balancing " expor t i s shipped . Th e 
raison d'etr e fo r suc h deal s i s usuall y tha t th e Africa n countr y face s th e 
prospect o f som e for m o f economic/social/politica l turmoi l i f desperatel y 
needed import s d o no t arrive . Sinc e th e receivin g countrie s ar e "off-cover" , 
the operatio n o f thi s typ e o f deal does require tha t th e foreign partner take s 
a substantial risk and such transactions are not particularly common. 

A somewha t simila r syste m i s operated b y another tradin g house, which offer s 
a schem e whereb y th e Africa n countr y enter s a n undertakin g tha t th e revenue s 
earned fro m the future export of a traditional export commodity t o a traditional 
customer ar e "promised " t o th e tradin g hous e i n payment fo r a n earlier suppl y 
of agree d imports . This i s anothe r exampl e o f a n unconventional for m o f trad e 
credit. 

3.3.3. Bilatera l Agreement s Betwee n Governments , Parastatal Organisation s an d 
Private Companie s 

This categor y cover s a very wide rang e o f sub-categories which, for the sake 
of simplicity , ar e divide d int o thre e groups , although th e borderlines ar e not 
clear cut . Al l involv e medium term or long term arrangements. 

(a) Governmen t t o government agreement s 
(b) STA s and framework agreements 
(c) Regiona l clearing agreements. 

(a) Governmen t t o Government Agreement s 

Some governmen t t o governmen t agreement s ma y b e nothin g mor e tha n vagu e 
declarations o f inten t t o increas e trad e betwee n tw o countries . Thes e woul d 
normally b e considere d t o fal l outsid e th e scop e o f countertrade . However , 
there ar e als o more forma l an d structure d arrangement s whic h ma y be considere d 
to fal l withi n th e orbi t o f countertrade , suc h a s thos e involvin g long-ter m 
trade agreement s wit h Easter n blo c countries . As a n example , India has severa l 
long-term trad e an d payment s agreement s wit h variou s Easter n blo c countrie s 
which usuall y ru n fo r a  period o f fiv e years. Thes e agreement s includ e a  list 
of product s t o b e trade d o n bot h side s an d targe t values . Withi n thes e 
long-term agreements , annua l trad e protocol s ar e negotiate d whic h specif y 
actual product s an d quantities , wit h price s bein g finalise d a t interval s 
throughout th e year on th e basis o f prevailing world market prices . Th e agreed 
mechanism fo r controllin g an d monitorin g th e flo w o f reciproca l trad e i s a 
clearing account, which i n the case of som e India n agreements i s denominated i n 
Rupees. Th e actua l tradin g responsibilit y i s passed ove r t o parastatal tradin g 
organisations i n each country. 

A common featur e o f clearing accounts, many o f which fo r other countries are 
denominated i n U S dollars , i s th e introductio n o f swin g limit s t o reduc e th e 
risks of one countr y exportin g a much greate r value o f goods than the other. It 
is sometime s require d tha t imbalances , at specifie d intervals , must b e settle d 
in foreign exchange. 
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These arrangements , in some long-ter m bilateral agreements , give rise t o the 
practice know n a s switc h trading . Switc h transaction s ar e quite possibl y th e 
most complicate d o f th e countertrade famil y of tradin g arrangements. The syste m 
operates within th e context o f bilateral agreements . Suc h agreement s ar e often 
out o f balanc e an d i t i s thes e imbalance s whic h ar e th e switc h specialists ' 
stock i n trade . Th e manipulation s o f clearin g credit s an d debts , an d th e 
trading o f th e associate d goods , often involv e severa l countrie s i n a  we b o f 
complex arrangements . Ver y ofte n a  switc h dea l ma y b e include d a s on e 
component withi n a  broade r countertrad e transaction . Substantia l discounts , 
e.g. i n exces s o f 1 0 pe r cent , may b e involve d i n th e switc h o r conversio n 
process, includin g a  par t a s th e switcher' s remuneration . Thre e majo r 
variations on the theme can be distinguished. 

i. Developing countr y X  has exporte d good s t o Eastern blo c country Y under th e 
terms of a bilateral agreement , but Y  has not supplie d good s to X. A  switch 
trader ma y b e abl e t o obtai n acces s t o Y' s deb t expresse d i n th e clearin g 
currency an d us e th e fund s fo r a  third country' s exports t o X. In this way, 
a developing countr y suc h a s Brazi l which regularl y run s larg e surpluse s i n 
its export s t o Easter n blo c countrie s ma y obtai n import s fro m thir d 
countries, e.g . i n Wester n Europe , instea d o f obtainin g good s supplie d 
directly b y th e Eastern blo c countries . Anothe r wa y of expressing th e sam e 
idea i s tha t switc h tradin g provide s a  means whereb y Wester n exporter s may 
obtain import licence s int o a country such as Brazil. 

ii.A rathe r underhan d for m o f switch , which i s no t officiall y allowe d i n th e 
terms o f mos t bilatera l agreements , occurs whe n on e part y t o th e agreemen t 
resells product s obtaine d fro m th e partne r country . Fo r example , i n th e 
past certai n Eastern bloc countries hav e resold India n cotton and Banglades h 
tea to third countries. 

iii.A purel y financia l switc h may be organised whereby bilatera l clearin g unit s 
are converte d a t a  discoun t int o har d currency , withou t an y movemen t o f 
goods as part of the transaction. 

Switch trading , however , i s unlikel y t o b e a  prominen t featur e i n th e 
countertrade activitie s o f th e targe t grou p o f countrie s fo r thes e guidelines , 
although man y o f the m d o have a  fe w relatively smal l long-ter m agreements with 
either Eastern bloc countries or other developing countries. 

There ar e man y pro s an d con s o f governmen t t o governmen t agreements . Th e 
greatest plu s factor , o f course , i s tha t thes e agreement s allo w trad e t o tak e 
place between countrie s lackin g i n foreign exchange, where suc h trad e might not 
take plac e a t al l withou t reciproca l agreements . I t i s als o argue d tha t 
long-term arrangement s allo w sensibl e plannin g o f export productio n an d impor t 
absorption in a way that ad hoc and short-term deals do not. 

On th e negative side , it has often been argued tha t th e developing countrie s 
which benefi t mos t fro m long-ter m arrangement s wit h Easter n blo c state s ar e 
those, usuall y large , countrie s whic h als o hav e a  politica l dimensio n t o th e 
relationship an d tha t smaller , les s politicall y significan t countrie s receiv e 
fewer advantages . I t i s sometime s argue d tha t long-ter m trad e agreement s 
reduce tradin g flexibility , involv e danger s fo r developin g countrie s o f 
releasing thei r mai n export s i n retur n fo r secon d grad e good s (instea d o f 
foreign exchange ) an d hav e th e adde d dange r tha t export s ma y b e resol d int o 
commercial markets. 
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Certainly ther e would appea r t o be no advantage s fo r developing countrie s in 
releasing thei r mai n expor t product s -  whic h the y coul d sel l fo r foreig n 
exchange -  withi n suc h trad e agreements . Zambia , fo r example , learne d thi s 
lesson i n th e 1970 s an d no w n o longe r allow s coppe r t o be trade d a s par t o f 
bilateral deals . A shor t profil e o f Zambia' s bilatera l agreemen t wit h Romani a 
is presente d i n sectio n 3.4 , whic h show s tha t th e financia l mechanis m i s a 
"barter account " held i n each countr y an d als o highlight s som e recent problem s 
experienced with th e deal. 

It should als o be emphasised tha t governmen t t o government agreement s ar e by 
no mean s restricte d t o countertrad e arrangement s wit h Easter n blo c countrie s 
but ar e als o prevalen t i n South/Sout h countertrade . I n fact , a considerabl e 
proportion o f th e rapidl y growin g numbe r o f South/Sout h deal s may be described 
as governmen t t o government deals , although no t necessaril y involvin g an y for m 
of clearing mechanism. 

(b) STA s and Framework Agreements 

There ar e numerou s type s o f long-ter m o r medium-ter m agreement , with name s 
such a s Stat e Tradin g Agreemen t (STA) , framewor k agreement , baske t agreemen t 
and s o on . I n som e case s the y functio n alon g simila r line s t o government t o 
government agreements , for example, with centra l account s an d swin g limits, but 
there may als o b e significan t differences . Th e partie s t o the agreements may 
be governments , parastata l tradin g organisations , privat e tradin g house s and , 
occasionally, banks or financial institutions . 

Some developin g countrie s hav e embrace d thi s method o f countertradin g o n a 
fairly larg e scale . Pakistan , fo r example , has a  fe w long-standin g STA s with 
organisations suc h a s Suka b o f Swede n an d Kemir a o f Finland , a s well a s fou r 
more STAs , repute d t o b e value d a t $10 0 million each , which wer e signe d wit h 
four organisation s i n 198 6 (M G Services , Mitsubishi , Prudentia l Bach e Trad e 
Finance and Sucre Denrees) . 

An importan t distinctio n shoul d b e mad e betwee n agreement s whic h ar e 
strictly bilateral , fo r example , betwee n tw o parastata l tradin g organisation s 
which onl y sourc e product s fro m within thei r ow n countries, and agreements with 
private organisations , suc h a s thos e name d a s th e ST A partner s o f Pakistan , 
which procur e product s fro m an y permitte d origin . Thes e latte r type s o f 
agreement, whic h ar e sometime s calle d privat e clearin g agreement s an d ar e 
usually organise d b y larg e Wester n tradin g houses , ar e becomin g increasingl y 
prevalent. A n exampl e o f suc h a  contract , organise d b y th e tradin g hous e 
André, is presented i n Appendix 2. W e may see such methods becoming increasingly 
popular i n indebted, off-cover countrie s i n the futur e because, in effect, they 
offer th e facilitie s o f a  lin e of credit . I t i s usual fo r suc h agreement s t o 
be renewable on a yearly basis. 

(c) Regiona l Clearing Agreements 

Regional trad e agreements , wit h payment s organise d throug h a  centra l 
clearing house , ar e no t strictl y a  for m o f countertrad e bu t are , i n broa d 
terms, concerne d wit h reciproca l trade . Variou s attempt s hav e bee n mad e a t 
organising suc h arrangement s i n the Caribbean an d other part s of the world with 
varying degree s o f success . A  fairl y ne w organisation , th e Preferential Trade 
Area (PTA) , i s now operatin g i n a part o f Afric a an d thi s i s briefly profile d 
in section 3.4. 
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3.3.4. Buy-Bac k 

In conceptua l terms , th e "buy-back " for m o f countertrad e i s probabl y th e 
easiest t o visualise, althoug h i t may becom e complicate d t o implemen t becaus e 
of th e long-ter m natur e o f th e transaction . Typically , i t involve s a  foreig n 
company providin g equipment , o r more usuall y a  complet e turnke y project , to a 
developing country , an d th e compan y bein g pai d bac k i n resultant produc t fro m 
the project over a period of years. 

One developin g countr y whic h ha s conclude d mor e buy-bac k deal s tha n an y 
other i s China , particularl y wit h Japan , West German y an d th e USA. Supplier s 
of specialis t equipmen t hav e bee n pai d bac k i n a variety o f Chinese resultan t 
products, including canned asparagus, talcum powder, clothing and coal . 

The advantage s o f th e buy-back for m of countertrade fo r developing countrie s 
relate t o the acquisition o f plant, equipment, technology an d know-how . I t may 
also provide an opportunity fo r developing new export product s and markets. 

The buy-bac k mode l i s attractiv e i n it s simplicity , bu t a  numbe r o f 
practical problem s fo r foreig n partner s hav e t o b e overcom e i n rea l worl d 
situations. Firs t an d foremos t i s th e proble m o f finance . Th e interva l 
between shipmen t o f th e machiner y an d paymen t ma y b e a  numbe r o f year s an d 
conventional form s o f financin g ar e ofte n no t available . Risk s ar e obviousl y 
involved tha t th e projec t wil l no t b e successfull y concluded . Furthe r 
problems, particularl y i n th e manufacturin g sector , involv e th e danger s o f 
establishing operation s whos e resultan t product s will compet e i n world market s 
with th e supplying companies' own exports. 

From previou s experienc e i t i s know n tha t variou s difficultie s ma y aris e 
during th e buy-bac k perio d whic h ma y caus e problem s fo r al l th e partie s 
concerned. I t i s quite possibl e fo r various economic , financia l an d politica l 
factors t o chang e durin g th e lif e o f a  dea l whic h ma y necessitat e specia l 
action t o chang e th e term s o f th e buy-bac k arrangement . Som e o f th e problem s 
are listed below. 

Delays i n th e constructio n o f th e plan t ma y lea d t o re-negotiatio n o f th e 
credit term s because th e repayment schedul e i s delayed. 

Changes i n marke t value s o f th e buy-bac k product s o r change s i n exchang e 
rates affectin g th e pric e o f buy-bac k product s ma y lea d t o a  chang e i n 
export earning s whic h ma y affec t th e term s o f th e loa n agreemen t unles s 
consideration of this has been incorporated int o the original document. 

- Marke t change s withi n domesti c o r expor t market s ma y affec t th e volum e o f 
buy-back produc t sold , agai n alterin g th e repaymen t schedule , particularl y 
if expor t sale s ar e reduce d becaus e o f hig h domesti c demand , a  fal l i n 
output or a weakened export market. 

- Additiona l investmen t ma y b e require d t o improv e o r modif y th e productio n 
process i n order t o maintain competitiveness . Thi s to o can lea d t o changes 
in the agreement terms. 
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It i s tru e t o sa y tha t many complication s ca n arise durin g th e cours e o f a 
buy-back arrangement . The y ofte n tak e a  fe w year s t o negotiat e an d th e 
fulfilment perio d ca n b e ver y long , dependin g o n th e term s o f th e agreement . 
As a  result , carefu l an d continua l negotiatio n an d re-negotiatio n ar e ofte n 
necessary. 

From th e poin t o f vie w o f developin g countries , althoug h buy-bac k migh t 
offer benefit s alon g th e line s o f technolog y transfe r an d assure d expor t 
markets, i t ma y nevertheles s ran k belo w alternativ e method s o f organisin g 
capital investmen t suc h a s ai d financing , th e establishment o f subsidiarie s b y 
overseas companie s o r join t ventures . Nevertheless , buy-bac k i s anothe r 
option t o be considere d an d th e apparen t recen t willingnes s o f th e World Ban k 
and othe r ai d agencie s t o suppor t project s with buy-bac k component s may give a 
boost t o this form of countertrade. 

3.3.5. Offse t 

The wor d "offset " has a  variety o f meanings i n countertrade circles , but i s 
used i n thes e guideline s t o refe r solel y t o countertrad e concerne d wit h ver y 
high valu e exports , usuall y involvin g eithe r civil/militar y aircraf t o r othe r 
military equipment . Th e Wester n companie s whic h fac e demand s fo r offse t ar e 
mostly th e ver y larg e multinationa l corporation s (MNCs ) involve d i n th e 
aerospace an d defenc e industries , particularl y America n corporation s suc h a s 
Lockheed, Boeing , etc . an d Europea n companie s suc h a s Britis h Aerospac e an d 
Aerospatiale. 

The definition o f "offset " can become quite complicated . A  US Department of 
the Treasur y repor t (1983 ) divide s "offset " int o th e followin g categories : 
coproduction, direc t license d production , subcontracto r production , oversea s 
investment, technolog y transfer , an d othe r countertrade . Tw o basi c type s ca n 
be distinguished. 

(i) Direc t Offse t occur s wher e ther e i s a n arrangemen t whereb y component s 
to be use d b y th e Wester n exporte r ar e t o be produce d within th e developin g 
country. I n additio n t o agreein g t o purchas e th e components , th e Wester n 
exporter may als o provide investmen t an d technica l assistanc e a s part o f the 
deal. Th e actua l good s procure d nee d no t b e component s a s such , bu t an y 
products t o be used in-hous e by the exporting company. 

(ii) Indirec t Offse t occur s wher e th e Wester n exporte r agree s t o tak e ou t 
unrelated product s fro m th e developin g country . Fo r example , a n aeroplan e 
manufacturer ma y tak e ou t tropica l product s ove r a  perio d o f years . I n a 
number o f cases , th e Wester n exporter' s obligatio n wil l b e expresse d i n 
terms o f "bes t efforts" . There i s often a close similarit y between indirec t 
offset and counterpurchase. 

The offse t for m o f countertrad e i s mostl y engage d i n b y industrialise d 
countries. Belgium , fo r example , ha s a  substantia l offse t programm e wit h 
various America n supplier s o f militar y equipment . Offset als o feature s i n th e 
countertrade activitie s o f som e Newly Industrialise d Countrie s (NICs) . However, 
it i s no t a n appropriat e for m o f countertrad e fo r man y developin g countrie s 
which either are not substantial purchasers of civil aircraft an d military 
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equipment o r whic h procur e thes e item s throug h variou s aid-finance d avenues . 
Very fe w countrie s i n th e targe t grou p hav e th e potential fo r extensive us e of 
direct offse t method s o f countertrad e and , therefore , thi s receive s littl e 
attention i n these guidelines. To th e extent tha t potentia l exists fo r indirec t 
offset, th e activit y i s closel y relate d t o counterpurchase , whic h i s full y 
described. 

3.3.6. Good s for Debt 

Various form s of reciprocal arrangemen t ar e possible involvin g th e repaymen t 
of commercia l debt . Th e mechanic s o f suc h deal s ma y becom e ver y complicate d 
but th e essential elemen t i s tha t th e indebte d developin g countr y offer s good s 
instead of payment i n foreign exchange. 

Such deal s ar e relativel y uncommon , partly becaus e o f a  lac k of willingness 
to accep t good s o n th e par t o f foreig n supplier s -  particularl y i f th e 
developing countr y i s offerin g a n unsaleabl e produc t o r onl y a  proportio n o f 
the valu e o f th e deb t i n th e for m o f good s -  but als o becaus e o f a  lac k o f 
keenness on the part of many developing countr y governments . Repaymen t o f debt 
may b e give n a  lo w priorit y an d als o good s fo r deb t arrangement s ma y ru n 
counter t o other agreements includin g the IMF negative pledge. 

One countr y whic h ha s discusse d good s fo r deb t arrangement s i s Peru . 
Unconfirmed report s sugges t tha t th e tradin g ar m o f a n America n ban k wil l 
market som e o f Peru' s non-traditiona l exports , an d tha t fo r eac h $ 2 of expor t 
revenue generate d th e paren t ban k will be able t o retire abou t $ 1 of debt. A t 
the tim e o f writing (earl y 1987 ) it remains t o be see n whether o r no t variou s 
proposed Peruvia n deal s wil l b e confirme d and , also, whether o r no t th e good s 
for debt model will be extended t o other countries. 

There i s also much attentio n pai d currentl y t o schemes involvin g debt-equit y 
swaps but these do not fall within the orbit of countertrade. 

3.4. Example s of Types of Countertrade 

Four example s o f countertrad e deal s ar e give n i n thi s sectio n involvin g a n 
escrow accoun t transaction , a  governmen t t o governmen t agreement , a  buy-bac k 
and a regional clearing agreement. 

Details o f th e operation o f th e counterpurchas e system s i n Indonesia , Indi a 
and Malaysia ar e give n i n Appendix 5  and example s o f counterpurchase contract s 
are contained i n Appendix 2 . An example o f an STA contract i s also contained i n 
Appendix 2. 

(i) Exampl e -  Stages i n the Execution of a Deal Using an Escrow Account 

Many variation s ar e possibl e i n th e executio n o f suc h deals . Thi s 
hypothetical an d simplifie d exampl e i s loosel y base d o n on e o f th e type s o f 
deals whic h ar e carrie d ou t b y suc h countrie s a s Zimbabwe . Th e stage s ar e 
listed i n broadly sequentia l orde r bu t ther e are no set rule s and one stage may 
overlap with another. 
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The exampl e i s based o n a transactio n betwee n an African countr y (A ) and an 
Eastern blo c countr y (EB ) involvin g th e shipmen t o f A' s tobacco , organise d 
through a  tobacc o merchant , t o a  Foreign Trade Organisatio n (FTO ) i n EB whic h 
supplies a range of agreed products i n return. 

1. Preparation. A  proposal i s prepared o n the basis o f considerable background 
work. It sets out products, values, destinations and delivery periods. 

2. The proposa l i s considered b y th e government i n Country A and accepted after 
three buyers ar e foun d who wish t o procure th e machine tool s and spare parts 
offered b y Countr y EB . The necessar y authorit y t o procee d i s given , whic h 
includes authority to obtain import licence s and to hold funds offshore. 

3. A contract i s signed between the tobacco merchant and the FTO. 

4. The thre e buyer s o f th e machine tool s an d spar e part s provid e th e tobacc o 
merchant wit h letter s o f guarante e t o purchase . Meanwhile , th e tobacc o 
merchant ha s borrowe d mone y t o purchas e th e tobacc o fro m producers. I t i s 
his responsibilit y t o financ e th e interva l betwee n th e purchas e o f th e 
tobacco an d th e eventua l paymen t fro m th e thre e loca l companie s whe n th e 
machine tool s and other goods are received. 

5. The tobacc o i s shipped. It is valued at the prevailing world market price. 

6. The fund s ar e lodge d i n an escro w account which has been opened i n th e name 
of th e tobacc o merchant (o r hi s bankers ) i n a bank i n Vienna. Interes t o n 
the funds accrues t o the tobacco merchant. 

7. Within th e perio d o f si x month s whic h i s stipulate d i n th e contract , th e 
goods ar e shippe d fro m Country E B an d paymen t t o the suppliers i s made fro m 
the escro w accoun t (th e tobacc o merchan t havin g authorise d hi s banker s t o 
open a  lette r o f credi t t o allo w th e oversea s part y t o withdraw fund s fro m 
the escrow account). 

8. On receip t o f th e good s i n Countr y A , th e thre e buyer s pa y th e tobacc o 
merchant i n local currency plus a  5 per cen t commissio n t o cover transactio n 
and other costs. 

The transactio n is concluded. 

A variatio n o n th e abov e exampl e occur s wit h triangula r (o r multi-country ) 
deals involvin g thre e (o r more) countries. Fo r example , the African Country A 
may no t nee d an y good s fro m Countr y E B bu t i t doe s nee d tractor s fro m a  West 
European countr y (WE) . In thi s example , th e tobacc o i s shippe d t o Country EB, 
Country EB's exports ar e sol d t o other countries , the foreig n exchange earning s 
are lodge d i n a n escro w accoun t an d ar e use d t o pa y th e tracto r manufacture r 
for th e shipmen t o f tractor s t o Countr y A . Suc h deal s ar e highl y complex , 
involve specia l skill s an d contracts , an d invariabl y requir e a n internationa l 
trading hous e (o r simila r organisation ) t o organis e th e transaction . Suc h 
deals ar e also , b y thei r ver y nature , likel y t o involv e high cost s (includin g 
disagios on the sale of Country EB's exports and commission to the internationa l 
trading house ) which wil l usually , a t leas t i n part, be loaded on t o the price 
of the imported product (tractor s i n this example) . 
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(ii) Exampl e of a Bilateral Government t o Government Trade Agreement 

As already noted, there are many form s o f bilateral government t o government 
trade agreement , ranging fro m som e ver y larg e agreement s operate d b y countrie s 
such as India t o quite smal l reciprocal arrangements . Zambia' s agreements with 
several countrie s hav e lapse d bu t a n agreemen t wit h Romani a continue s t o 
operate. The main points are described below . 

A Zambia/Romania long-ter m agreemen t exist s and operates throug h a  system of 
annual (o r periodic ) protocol s a t whic h tim e th e product s an d value s ($2. 5 
million o n eac h sid e i n th e 1985/8 6 protocol ) ar e agreed . Eac h countr y 
establishes it s ow n "barter account" , th e Zambian on e being held at th e Zambia 
National Commercia l Ban k ( a state-owne d bank) , an d th e Romania n accoun t bein g 
held a t th e Romania n Ban k fo r Foreig n Trade . Th e Ministr y o f Commerc e an d 
Industry i n Zambi a i s responsibl e fo r negotiatin g th e protocol s an d fo r 
allocating the appropriate impor t licences. 

When a  Zambian compan y want s t o impor t fro m Romania, i t raises a  lette r o f 
credit i n favou r o f th e Romanian exporter . Th e Romania n export s ar e invoice d 
in US dollar s but th e Zambian importe r pay s an equivalent value i n Kwacha. Th e 
accounts i n each country ar e recorded i n both US dollar s an d local currency but 
only loca l currenc y payment s ar e mad e fro m them . Therefor e eac h sid e open s 
letters o f credi t an d pay s it s ow n exporter s i n local currency. Th e agreemen t 
continues t o ru n unti l th e ful l valu e ha s bee n traded , or , i f a n imbalanc e 
remains, i t mus t b e settle d i n foreig n exchange . Interes t o n imbalance s i s 
charged at 7 per cent. 

Such arrangement s ca n operat e quit e smoothl y bu t problem s ca n aris e -  i n 
Zambia's cas e particularl y sinc e th e perio d o f th e devaluatio n o f th e Kwacha. 
The sequenc e o f event s i s usuall y tha t Zambi a import s firs t an d th e barte r 
account i s credite d wit h funds , but i f th e Kwacha devalue s i n th e intervenin g 
period befor e export s ar e shippe d ther e ar e insufficien t fund s i n th e accoun t 
to pay th e Zambian exporte r i n local currency a t th e new exchange rate. A t one 
stage th e Government o f Zambia had t o subsidis e th e account i n order t o resolve 
the problem. 

(iii) Exampl e of a Buy-back 

Douala Pulp Mill, Cameroon 

Voest-Alpine, th e Austrian engineerin g group , was awarde d a  contract b y th e 
Cameroon Government fo r the design and constructio n o f a pulp mill. Soo n after 
awarding th e contrac t th e governmen t cede d al l it s commercia l right s an d 
obligations t o a company called Cellucam , of which government institution s hel d 
75 percent of the shares. Th e remainder o f the shares were sold to Voest-Alpine 
(3 pe r cent) , Islami c Ban k ( 7 per cent ) and th e Swedish Cellulos e Corp . (SCA ) 
(15 pe r cent) . Th e latte r als o had exclusiv e marketing right s fo r th e mill's 
output. Th e mill was completed i n the early 1980 s at a cost of $300 million. 

Voest-Alpine use d sub-contractor s fro m si x othe r Europea n countries : 
France, th e German Democratic Republic , Poland, Sweden, th e UK an d Yugoslavia . 
These sub-contractor s accounte d fo r 6 7 per cen t o f deliveries an d service s t o 
the project i n value terms. 
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80 pe r cen t o f th e projec t financin g wa s arrange d b y th e contractors , 
including Voest-Alpine . Eac h o f th e 1 5 sub-contractor s ha d t o fin d it s ow n 
financing source s an d arrang e th e necessar y credi t guarantees . Th e balance of 
the projec t cos t wa s provide d b y th e shareholder s o f Celluca m fro m th e 
company's equity. 

Repayment o f th e credit s i s made fro m th e revenue s receive d fro m th e pul p 
exports negotiate d b y SCA , whos e marketin g arrangemen t run s fo r 1 0 years , 
equivalent t o the duration of the loan periods. 

(iv) Exampl e of a Regional Clearing Agreement 

PTA - Preferential Trade Area for Eastern and Southern African Countries 

Regional clearin g agreement s d o no t fal l strictl y withi n th e definitio n o f 
countertrade bu t the y ar e relate d t o reciproca l tradin g arrangements . Ther e 
appears t o b e considerabl e interes t i n suc h practice s i n various part s o f th e 
Third Worl d and , therefore , a short descriptio n o f th e PTA's clearin g facilit y 
is given here. 

The PT A wa s create d i n 198 1 an d it s member s includ e Burundi , Comoros , 
Djibouti, Ethiopia , Kenya , Lesotho , Malawi , Mauritius , Rwanda , Somalia , 
Swaziland, Tanzania, Uganda, Zambia and Zimbabwe. 

One o f th e aims o f the PTA i s that intra-regiona l trad e should be encouraged 
and tha t payment s shoul d b e organise d throug h a  centra l clearin g facilit y 
whereby membe r countrie s ca n us e nationa l currencie s fo r th e settlemen t o f 
day-to-day payment s an d onl y us e convertibl e currencie s fo r settlin g ne t 
balances at the end of the transaction period. 

In accordanc e wit h thes e aim s th e PT A Clearin g Hous e wa s establishe d an d 
became operationa l i n February 1984 . Th e Reserve Ban k of Zimbabwe has acted as 
the Executive Secretaria t o f th e Clearing House. Th e chai n of communication is 
as follows : eac h individua l compan y o r organisatio n deal s wit h a  commercia l 
bank i n it s ow n countr y which , i n turn , deals with it s ow n Centra l Ban k which 
deals wit h th e Clearin g House . A  bookle t entitle d "PT A Multilateral Clearin g 
Facility: Operationa l Procedure s Manual " set s ou t th e detail s o f th e scheme , 
including a requirement tha t al l members maintain a n account i n US dollars with 
the Federal Reserve Ban k in the USA, and also set s out, in PTA units of account 
(equal t o IM F Specia l Drawin g Rights) , th e limi t o f eac h participant' s ne t 
credit o r debit position. 

It i s earl y day s ye t t o mak e an y judgemen t abou t th e PTA' s clearin g 
facility. A  repor t publishe d b y th e PT A H Q i n Lusak a i n Ma y 198 6 entitle d 
"Report o n th e Under-Utilisatio n o f th e Clearin g House " has pointe d ou t tha t 
the clearing facilit y i s only being used fo r about 1 0 per cent of the potential 
intra-PTA trad e whic h coul d b e channelle d throug h it s structure . Also , th e 
considerable bilatera l imbalance s whic h exis t a t th e en d o f eac h transactio n 
period (tw o calenda r months ) mea n tha t mos t settlement s hav e t o b e mad e i n 
foreign exchange, which defeats th e object o f tryin g t o use national currencies 
as much as possible. 
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Part o f the problem has been identifie d a s th e inadequat e leve l of knowledge 
about th e syste m i n member states . À  more seriou s proble m i s tha t particula r 
member countrie s ofte n insis t o n foreig n exchang e payment s fo r thei r mai n 
export item s an d wil l no t allo w the m t o b e trade d throug h th e clearin g 
facility. Furthermore , som e member s continu e t o operat e bilatera l trad e an d 
payments agreements with each other outside th e scope of the PTA. 

On th e mor e positiv e side , a  summi t meetin g i n 198 6 committe d membe r 
countries t o channe l al l intra-PT A trad e throug h th e clearin g house. Ther e i s 
evidence o f expandin g trad e throug h thi s mechanis m an d ther e hav e bee n n o 
defaults up to the time of writing (earl y 1987) . 
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Example o f a  Counterpurchase Transactio n 

23 

Notes: (i) Produc t movements . Mone y movements . 
(11) Th e number s i n circle s indicat e th e sequenc e o f events . 
(iii) I n thi s exampl e th e counterpurchas e obligatio n i s assigne d 

to a  tradin g compan y whic h buy s coffe e an d sell s i t a t a 
discount o f $200,000 . Th e tracto r manufacture r pay s 
$300,000 t o th e tradin g compan y t o cove r th e cos t o f th e 
discount an d othe r expenses . Th e tracto r compan y eithe r 
absorbs som e o f thi s amoun t o r export s $9. 7 millio n wort h 
of tractor s a t a n invoic e valu e o f $1 0 million . 



Example of a  "Pure Barter" Transactio n 

Notes: (i) Produc t m o v e m e n t s . M o n e y movements . 
(ii) Th e number s i n circle s indicat e th e sequenc e o f events . 
(iii) I n thi s exampl e th e discoun t fo r th e fina l buye r i s 

$200,000 an d th e commissio n /costs retaine d b y th e 
intermediary ar e $100,000 . Th e tracto r exporte r eithe r 
absorbs som e o f th e $300,00 0 o r export s $9. 7 millio n 
worth o f tractor s a t a n invoic e valu e o f $1 0 million . 
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Example o f a  Buy-Back Arrangemen t 
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Example o f a  Bilateral Clearing Agreemen t 

Example o f a n STA 
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Flow Char t o f th e Operationa l Procedur e 
for th e PTA Clearing House 

Notes: (i) UAPTA =  Uni t o f Accoun t o f th e PTA . 

( i i) Reproduce d fro m th e PT A Mul t i la te ra l Clear in g Fac i l i t y : 
Operat ional Procedure s Manua l (1984) . 
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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. 
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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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Chapter 5 PRODUCTIO N AM D INVESTMENT RELATED COUNTERTRADE 

5.1. Th e Problem of Insufficien t Availability o f Exports 

A commo n proble m experience d b y man y developin g countries , an d man y 
countries i n sub-Sahara n Afric a i n particular , i s th e lac k of availabilit y o f 
products fo r expor t othe r tha n a  ver y limite d rang e o f traditiona l expor t 
items. Thi s i s a  genera l tradin g proble m an d als o arise s a s a  particula r 
difficulty i n countertrad e matters . Thi s may b e illustrate d b y the example o f 
Nigeria, which ha s bee n involve d i n a number o f larg e oil barter deals and , at 
one time , suggeste d tha t som e non-traditiona l expor t item s migh t als o b e 
sourced b y countertrader s ; but oi l account s fo r well over 90 per cent of total 
exports fro m th e countr y an d relativel y fe w alternativ e product s a t th e 
requisite quality , quantit y an d pric e level s wer e availabl e fo r procurement . 
In man y othe r countrie s th e situatio n i s considerabl y mor e difficult , and , 
therefore, eve n i f th e developin g countr y i n questio n i s prepare d t o embrac e 
the ide a o f countertrade , ther e ma y b e n o suitabl e product s availabl e fo r 
export. Thi s ha s le d a  number o f commentator s o n th e subjec t t o suggest tha t 
countertrade fo r suc h countrie s i s unlikel y t o b e successfu l unles s i t i s 
combined wit h production/investmen t programmes . Whe n i t i s remembere d tha t 
countertrade i s often considere d no t t o be worthwhile a t a transaction value of 
less tha n $ 1 million, i t reinforce s th e poin t tha t sufficien t expor t product s 
must be available before countertrad e even becomes a realistic polic y option. 

5.2. Productio n and Investmen t Opportunitie s 

We hav e alread y note d i n Chapter 3  that buy-back and direc t offse t form s of 
countertrade involv e productio n and , sometimes , technolog y transfe r elements . 
There ar e also , o f course , many non-countertrad e avenue s whic h ca n b e pursue d 
for encouragin g th e productio n an d developmen t o f expor t products , includin g 
aid programmes , direc t investmen t i n oversea s subsidiarie s b y multinationa l 
companies, BO T (build , operate , transfer ) scheme s an d s o on . I n addition t o 
these, an d th e buy-back an d offse t form s o f countertrade , there ar e also other 
countertrade-related opportunities . 

An ide a tha t i s gradually emergin g i s that countertrad e partners , very often 
Western multinationa l companies , wil l assis t a  countr y (eithe r throug h th e 
rehabilitation o f a n existin g projec t o r th e creatio n o f a  ne w project ) t o 
produce exportabl e goods , th e foreig n exchang e revenue s o f whic h wil l b e 
allocated t o the import of the multinational's products . Th e new or rehabilita-
ted projec t ma y hav e n o connectio n a t al l wit h th e usua l busines s o f th e 
multinational company . 

To giv e a  hypothetica l example , a  Wester n vehicl e manufacture r want s t o 
export truck s t o Africa n countr y X  which desperately need s th e truck s bu t ha s 
neither foreig n exchang e no r acces s t o credit t o pay fo r them . Countr y X  does 
not eve n hav e exportabl e good s availabl e whic h i t ca n offe r fo r countertrade . 
The vehicl e manufacturer , therefore , agree s t o provid e investmen t fund s an d 
some technica l assistanc e t o rehabilitate a n oi l pal m processin g projec t whic h 
was lyin g dormant , o n conditio n tha t th e governmen t o f Countr y X  enter s a n 
agreement whereb y som e o f th e foreig n exchang e fund s earne d fro m pal m oi l 
exports ente r a n escrow accoun t hel d i n London and are used t o pay fo r Country 
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X's import s o f trucks . Th e arrangemen t i s beneficial t o all parties concerne d 
because th e vehicl e manufacture r obtain s expor t order s i t woul d no t otherwis e 
have obtaine d an d Countr y X  receive s truck s i t coul d no t otherwis e hav e 
afforded a s wel l a s th e employmen t an d othe r benefit s o f a  rehabilitate d 
project. 

There ar e onl y a  limite d numbe r o f example s o f suc h idea s bein g pu t int o 
practice bu t a  fe w ar e give n below . Th e example s no t onl y includ e case s 
resulting i n th e productio n o f export commoditie s bu t als o expor t service s and 
some instance s o f investmen t i n trading/procuremen t organisations . I n short , 
they includ e an y countertrad e dea l whic h actuall y involve s th e foreig n partne r 
in contributing, throug h investmen t o r othe r means, to th e exporting operatio n 
of the developing country partner. 

(i) I n 1984 , Motor s Trading , th e countertradin g ar m o f Genera l Motors , 
helped t o establish a  data processing facilit y i n Jamaica by installin g 
a compute r an d employin g loca l worker s a t a  considerabl y lowe r wag e 
rate tha n equivalent America n operators . Ra w data were flow n dow n from 
the USA , processe d an d returned . Th e purpos e o f th e exercis e wa s t o 
earn foreig n exchange because Jamaica , at tha t time , faced a problem in 
paying fo r Genera l Motors ' vehicles i n hard currency . Th e arrangemen t 
worked o n th e basi s tha t th e foreig n exchang e earning s fro m th e dat a 
processing compan y wer e recorde d i n a n evidenc e accoun t an d wer e 
allocated t o the import of vehicles. 

(ii) The For d Tracto r Compan y ha s engage d i n imaginativ e countertrad e deal s 
in a  numbe r o f countries . On e particula r dea l involve s a  Sout h 
American countr y whic h ha d n o foreig n exchang e t o pa y fo r tractor s an d 
no expor t product s t o offe r fo r countertrade . For d Tracto r searche d 
for opportunitie s an d foun d tha t orange s an d othe r citru s fruit s wer e 
being grow n i n th e countr y bu t wer e onl y sol d o n th e domesti c market. 
The compan y use d it s contact s i n North Americ a t o fin d export market s 
and als o pu t i n som e technica l assistanc e t o improv e standard s o f 
packaging an d presentation . Afte r som e successfu l tria l shipments, the 
Ford deale r i n th e countr y investe d i n packagin g machinery , recruite d 
staff an d organised suppl y fro m citrus grower s o n a contract basis. The 
foreign exchange revenues are used to fund the impor t of tractors. 

Other know n example s includ e a  majo r internationa l chemica l compan y whic h 
has investe d i n cotto n by-product s i n a n Africa n countr y i n orde r t o suppl y 
agricultural chemical s i n return, and a n internationa l commodit y tradin g hous e 
which investe d i n foo d (frogs ' legs ) exportin g facilitie s i n Banglades h i n 
return for supplying various commodities. 

5.3. Difficultie s 

Although th e idea s .outlined i n thi s chapte r hav e man y point s t o recommen d 
them, ther e ar e als o a  numbe r o f associate d problem s an d pitfalls , both fro m 
the point of view of the foreign partner and the developing country . 
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The developing country will gain nothing from such schemes if the production/ 
investment projec t woul d hav e happene d i n any case . Thi s would onl y result i n 
the foreig n exchang e earning s o f th e projec t bein g unnecessaril y tied . Th e 
only rea l benefi t arise s i f th e production/investmen t projec t woul d no t hav e 
happened without th e countertrade dea l i n question and ca n be shown , therefore, 
to hav e resulte d i n incrementa l exports . Also , i t i s importan t tha t th e 
project chose n shoul d hav e a  lo w foreig n exchang e inpu t component ; ther e i s 
clearly littl e poin t i n developin g countrie s pursuin g suc h scheme s i f th e net 
earnings of foreign exchange are low. 

From th e point o f view of th e foreig n partner , such scheme s are likely t o be 
viewed a s highl y risky . I n th e firs t place , th e tim e perio d fo r making an y 
profit ou t o f th e dea l ma y b e quit e long . (Thi s i s on e reaso n wh y foreig n 
companies ar e mor e likel y t o b e attracte d t o lo w cost/fas t respons e schemes , 
such a s rehabilitatio n project s o r th e establishmen t o f procurement/tradin g 
companies, rathe r tha n embarking o n high cos t productio n projects. ) Secondly , 
it ofte n (bu t no t necessarily ) involve s enterin g a n area o f business i n which 
the compan y ha s n o experience . Thirdly , th e projec t selecte d fo r th e 
production/investment componen t mus t b e highl y profitabl e i n orde r bot h t o 
repay th e investmen t an d t o hav e foreig n exchang e lef t ove r fo r countertrad e 
purposes. Fourthly , the sort o f countries where thes e scheme s are likely to be 
the most necessar y ar e als o th e sor t o f countries fo r which i t i s difficult t o 
obtain loan s and credi t insuranc e cover . I n fact, it has often been suggested, 
and ther e ar e som e sign s tha t progres s i s being made, that ai d agencie s coul d 
be particularl y instrumenta l i n th e suppl y o f loan s an d credi t insuranc e cove r 
if the y wer e prepare d t o tak e a  mor e enlightene d vie w o f scheme s involvin g 
countertrade. 

It i s difficul t fo r developin g countrie s t o develo p a  genera l polic y o n 
production an d investment-relate d countertrad e becaus e eac h cas e need s t o b e 
judged o n it s merits . However , i t i s possibl e fo r developin g countr y 
governments t o at leas t expres s a  willingness t o consider suggestion s fo r such 
schemes so that the onus is put on foreign partners to draw up proposals. 
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Chapter 6 COUNTERTRAD E COSTS 

6.1. Introductio n 

It shoul d b e emphasise d tha t countertrad e i s very ofte n a  high cos t wa y o f 
trading compare d wit h conventiona l trade , an d i t i s importan t tha t th e cost s 
and benefit s o f particula r deal s shoul d b e carefull y weighed . I t is sometime s 
argued tha t countertrad e involve s no incrementa l cost s over an d above th e costs 
involved i n conventional trade . Although thi s may b e tru e i n particular cases , 
it i s importan t t o kno w whic h additiona l cost s ma y b e incurre d throug h 
countertrade s o that checks can be made. 

6.2. Th e Incrementa l Costs of Countertrade 

The incrementa l cost s o f countertrad e whic h ma y b e additiona l t o thos e 
incurred i n conventiona l trad e ca n tak e man y direc t o r indirec t forms . A 
common difficult y i s th e so-calle d lac k o f "transparency " o f countertrad e 
deals, which means that actual prices and costs are often not easily identifiable. 
A lis t i s provide d belo w o f som e o f th e possibl e cost s whic h ma y aris e i n 
particular cases. 

(i) Disagio s (discounts ) ofte n hav e t o b e offere d t o th e fina l buyer s o f 
countertraded export s i n orde r t o provid e a  purchasin g incentive . I n 
the cas e o f traditiona l o r long-establishe d expor t item s suc h a s 
coffee, tobacc o o r metals, the discount offere d t o th e fina l buyer may 
be ver y lo w o r ni l (i n othe r words , sol d a t th e prevailin g worl d 
price), bu t i n the case of non-traditional item s or "difficult-to-move " 
exports th e percentag e figur e i s likel y t o be muc h higher . Discount s 
of u p t o 2 0 pe r cen t o r more ma y b e require d i n orde r t o dispos e o f 
some manufactured products , handicrafts o r othe r items . Very ofte n th e 
developing countr y concerned will have no knowledge o f the leve l of the 
disagios becaus e th e tradin g par t o f th e dea l i s i n th e hand s o f 
intermediaries. 

(ii) Lowe r expor t price s may b e offere d b y som e developin g countries . It is 
usual fo r developin g countr y export s t o be invoice d a t th e prevailin g 
world pric e fo r th e produc t i n question . Indeed , th e countertrad e 
contract may well contain som e formul a relating t o the world pric e on a 
particular market , suc h a s th e Londo n commodit y market , o n th e day o f 
shipment. However , there may b e occasion s whe n th e developing countr y 
concerned, i n realisatio n o f difficul t marke t condition s fo r a 
particular product , may be prepare d t o accept a  lower contrac t pric e in 
order t o advance a countertrade deal . 

(iii) Highe r impor t price s ar e th e usua l wa y i n whic h developin g countrie s 
"pay" countertrad e costs . Very ofte n th e disagio s an d othe r cost s ar e 
loaded o n t o the pric e o f th e import . I t i s common , fo r example, for 
the exports fro m the developing countr y t o be price d a t th e world pric e 
level, bu t a  highe r pric e i s pai d fo r th e countertrade d import s i n 
order t o cove r al l th e incrementa l countertrad e costs . A  possibl e 
alternative i s fo r th e foreig n partne r t o absor b som e o r al l o f th e 
costs. 
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(iv) Miscellaneou s cost s ar e usuall y incurre d a t variou s point s i n a 
countertrade deal . These ma y b e incurre d b y various partie s within th e 
deal but , a s note d i n (iii) , i t i s common practic e fo r thes e cost s t o 
be passe d o n i n th e for m o f highe r impor t price s fo r th e developin g 
country. Th e incrementa l cost s whic h ma y b e incurre d b y th e foreig n 
partner o r b y intermediarie s includ e bankin g charge s fo r specia l 
services, lega l fees , consultanc y fee s an d commission s pai d t o tradin g 
houses o r othe r intermediaries . Withi n th e developin g countr y ther e 
may be similar expenses. 

(v) Financin g cost s ma y ofte n b e incurre d b y developin g countries , 
particularly fo r barter-styl e deals . Thes e involv e financin g th e 
interval betwee n th e expor t an d th e import . Thi s ca n be a n extremel y 
important cos t item ; we kno w o f on e parastata l tradin g organisatio n i n 
an Africa n country , whic h i s involve d i n man y barte r deals , whic h 
regularly ha s 5 0 per cen t o f it s current asset s tie d up in countertrade 
arrangements an d whic h pay s substantia l interes t charge s t o cove r th e 
interval between it s own export an d th e eventual receipt o f fund s after 
the impor t product s hav e bee n receive d i n th e country . Thi s i s 
illustrated i n the example o f a deal using an escrow accoun t i n section 
3.4. 

In addition t o th e cost s we hav e described , ther e ar e also many indirec t o r 
hidden cost s o f countertrad e whic h shoul d no t b e forgotten . Ther e ar e cost s 
involved i n establishin g an d maintainin g specia l unit s o r committees . O n th e 
export side , a number o f possibl e hidde n cost s relatin g t o the displacement o f 
commercial sale s hav e alread y bee n note d i n sectio n 4.1 . O n th e impor t side , 
there ma y b e hidde n cost s involve d i n th e los s o f purchasin g flexibilit y tha t 
results fro m engagin g i n reciproca l tradin g arrangements . Fo r example , a 
country tha t enter s a  medium o r long-ter m agreemen t t o import oi l as part of a 
countertrade dea l ma y pa y "th e worl d price " fo r oi l a t tha t tim e bu t th e 
flexibility t o make cheape r purchases , perhaps o n the Rotterdam spot market, is 
effectively remove d i f al l th e country' s requirement s ar e bein g supplie d 
through th e barte r deal . Also , o n occasions , ther e ar e th e hidde n cost s o f 
importing secon d leve l technology . Finally , ther e ar e al l th e cost s involve d 
in th e tim e an d effor t o f dealin g wit h th e larg e numbe r o f countertrad e 
proposals which do not progres s beyond th e discussion and negotiation stages. 

6.3. Way s of Limiting Countertrade Costs 

Looked a t fro m the poin t o f view of developing countries , there are a number 
of way s o f attemptin g t o limi t o r eliminat e incrementa l countertrad e costs . 
There i s considerable overla p between the points mentioned below . 

(i) I t i s sometime s possibl e t o negotiat e deal s wher e incrementa l 
countertrade cost s are absorbed b y th e foreig n partner , particularly i f 
that foreig n partne r i s fairl y desperat e t o obtai n th e contrac t i n 
question. A n occasio n i s known , fo r example , where a  Western tracto r 
manufacturer face d th e possibl e closur e o f on e o f it s plant s i f a 
particular orde r wa s no t wo n and , therefore , wa s prepare d t o sel l 
tractors a t th e usua l "conventiona l trade " pric e an d absorbe d th e 
countertrade cost s involved i n the deal by reducing margins. 
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(ii) Some countries , suc h a s Malaysi a an d India , hav e introduce d a 
non-mandatory counterpurchas e syste m base d o n tenderin g fo r contracts , 
the argument being that the authorities can choose th e most advantageou s 
bid, wit h o r withou t countertrade , thereb y makin g i t unlikel y tha t 
those which includ e countertrad e i n their bid s will heavil y loa d thei r 
prices with incrementa l countertrade costs . However , since th e foreig n 
suppliers wh o d o offe r countertrad e ar e likel y t o incu r som e extr a 
costs, i t i s also likel y tha t the y will tr y t o includ e at least some of 
those costs in their bid. 

(iii)Careful attentio n shoul d alway s b e pai d t o th e pricin g o f bot h th e 
export and , particularly , th e impor t unde r countertrad e deals . Thi s 
point i s repeated i n section 10.2. 

( iv ) The leve l o f disagio s ca n b e kep t quit e lo w b y concentratin g o n th e 
export o f traditiona l expor t items . I t i s ofte n claime d tha t basi c 
commodities ca n be include d i n countertrade deals a t no discount t o the 
final purchaser , wherea s quit e larg e discount s ma y b e require d fo r 
selling non-traditiona l exports . (The counter-arguments relatin g t o the 
advantages of countertrading non-traditional item s and the disadvantages 
of countertrading basic commodities were presented i n section 4.1. ) 

(v) Som e opportunitie s fo r raisin g mone y withi n countertrad e deal s ma y 
arise whic h ca n b e use d t o offse t incrementa l countertrad e costs . For 
example, interes t i s pai d o n th e fund s hel d i n escro w account s an d 
partners i n developing countrie s shoul d b e sur e tha t the y receive thei r 
full entitlement i n such cases. 

(vi) Countertrade cost s ar e generall y lowe r fo r deal s i n developin g 
countries whic h ar e wel l organise d fo r countertrad e (a s describe d i n 
Chapter 8 ) an d muc h highe r i n thos e countrie s whic h ar e badl y 
organised. I f th e syste m work s smoothl y i t i s likel y tha t th e 
countertrade cost s for all parties will be reduced. 

6.4. Cost s and Benefits 

In nearly al l cases , countertrad e involve s incrementa l cost s whic h mus t b e 
borne b y somebod y withi n th e transaction , an d i n mos t case s th e developin g 
country bear s a t leas t som e o f th e cost . Therefore , i t i s necessary t o check 
whether th e benefit s o f th e dea l outweig h th e costs . Non-countertrad e 
alternatives shoul d alway s b e assessed . Fo r example , i t ma y b e economicall y 
more efficien t t o sel l export s a t a  discoun t throug h conventiona l trade , and 
retain th e freedo m t o purchas e import s fro m whicheve r sourc e i s th e mos t 
advantageous, rather tha n engage i n countertrade. 

On th e othe r hand , ther e wil l almos t certainl y b e occasion s whe n th e 
incremental countertrade cost s are considered t o be worthwhile. Th e attraction s 
of selling an export an d receiving a n impor t with no net expenditure of foreig n 
exchange may be considerable. 
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Chapter 7 CONTRACTS, CONTRACTUAL ISSUES AMD FINANCIAL MECHANISMS 

7.1. Introductio n 

As a  par t o f an y conventiona l trad e agreemen t i t i s usuall y necessar y t o 
produce a  contract , outlinin g volume s o f products , price , delivery perio d an d 
so on. Normally suc h contract s ar e limite d t o one document, such a s a sale an d 
purchase contract. 

In th e cas e o f reciproca l trad e arrangement s th e numbe r o f contract s ca n 
vary tremendously , fro m one , up t o an y number , dependin g o n th e typ e o f dea l 
and th e numbe r o f partie s involve d i n th e tota l transaction . Th e potentia l 
problems an d tim e involve d i n negotiating an d drawin g up thes e contract s can be 
quite considerabl e an d ca n add t o th e cos t o f th e transactio n a s a  result. It 
is in the interes t o f all parties t o ensure tha t th e terms of the deal are laid 
down i n th e variou s contract s i n orde r t o facilitat e th e efficien t operatio n 
and completio n o f th e deal . Therefor e i t i s o f grea t importanc e t o produc e 
contracts tha t ar e clea r an d concise . Exper t advic e an d assistanc e fro m 
external sources may be required, (refer t o Chapter 9). 

7.2. Form s of Contract fo r Different Types of Deal 

The contrac t requirement s depen d largel y o n the nature of th e propose d deal . 
The wide rang e o f countertrade transaction s tha t exist (se e Chapter 3 ) create a 
need fo r varyin g form s o f contracts . I n thi s sectio n w e dea l wit h variou s 
basic models o f countertrade suc h a s barter, counterpurchase an d buy-back, each 
of whic h necessitate s ver y differen t contractua l forms . There ar e als o a  vast 
number o f othe r deal s tha t d o not fi t neatl y int o an y o f thes e categorie s bu t 
may includ e som e commo n elements . Thi s i s true , fo r example , of som e o f th e 
state trading agreements. In the following sub-sections we make som e generalisa-
tions (ther e are no rules) about forms of contract for barter and counterpurchase 
and simila r deals . A  separat e sectio n o n buy-bac k contract s i s provide d i n 
section 7.5. 

The form s o f contrac t fo r barte r rang e fro m fairl y broa d agreement s a t 
government leve l t o concisel y worde d document s outlinin g th e exac t term s o f a 
transaction. I n many case s ther e ma y b e a  broad agreemen t a t governmen t leve l 
which lay s open opportunities fo r partie s within each countr y t o trade with one 
another. Unde r suc h circumstances , the only documentation fo r th e trading part 
of th e barte r may consis t o f a  series o f telexes between th e trading partners, 
often usin g a n escrow account . A s a  result, no simpl e mode l o r forma t exist s 
for barter contracts . However, where ther e i s a formal contractual arrangement , 
it can often be contained i n a single contract. 

State Tradin g Arrangement s betwee n governments , parastata l organisation s 
and/or foreig n tradin g houses are als o based o n a single contractua l agreement , 
normally draw n u p b y th e developin g countr y government . An example o f suc h a n 
agreement ca n be found in Appendix 2. 
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Buy-back arrangement s an d counterpurchas e deal s ofte n requir e th e us e o f 
more tha n on e contrac t betwee n th e principa l parties , either becaus e ther e are 
more tha n tw o principals, or t o provide specification s fo r separate contractua l 
elements. 

7.3. Singl e and Multiple Contracts 

There ar e advantage s an d disadvantage s i n usin g eithe r singl e o r multipl e 
contracts, depending on the type of deal and the parties involved . Ther e i s no 
value i n complicating» proceedings b y using multiple contract s when a single one 
will do. 

Many foreig n partners , particularl y thos e inexperience d i n countertrade, or 
those wishin g t o assig n obligation s t o thir d parties , may insis t upo n a  more 
formalised approac h whic h wil l reduc e th e ris k o f failure , non-performance o r 
non-payment. I n suc h case s i t i s usual fo r tw o sal e an d purchas e contract s t o 
be conclude d b y th e principals . Thes e determin e th e condition s o f th e trad e 
flows. Normall y a  thir d countertrad e contrac t form s th e basi s o f a  linkag e 
between the two sale and purchase contracts. 

There ar e a  number o f reason s wh y foreig n partners may wish t o use multiple 
contracts. 

Export credi t guarante e facilitie s fro m organisation s suc h a s ECG D i n 
the UK may only be available i f contracts are separated. 
Failure t o fulfi l on e elemen t o f th e transactio n doe s no t necessaril y 
nullify the original export contract. 
Alterations in contractual terms can be more easily incorporated . 

Multiple contracts may consist of:-

i) a  sale and purchase contract fo r the imported good s 
ii) a  linkage or framework contrac t 
iii) sale and purchase contract/s fo r the exported goods. 

i) Sale and Purchase Contract fo r the Imported Goods 
This contrac t contain s th e detail s o f th e specifi c performanc e o f th e 
foreign supplier , includin g th e natur e an d valu e o f good s and/o r services , 
delivery, etc. and the corresponding paymen t term s by th e recipient, usually 
quoted in foreign exchange. 

ii)Linkage Contract 
This contrac t i s betwee n th e tw o signatorie s t o th e sale s contrac t an d 
concerns balancing, in whole or i n part, the trade flows. 

The documen t ma y b e ver y specifi c i n it s term s an d commitment s o r i t may 
take th e for m o f a  non-bindin g "lette r o f intent" , where th e firs t part y 
offers it s "bes t efforts " t o purchas e good s o n a  countertrad e basis . 
Generally th e specifi c approac h i s adopted , a s thi s provide s a  more rigi d 
framework whic h determine s th e actua l percentag e o f th e origina l sale s 
contract tha t should be reciprocal. 
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iii)Other Sale and Purchase Contracts fo r the Exported Good s 
These ar e th e on e o r more sal e an d purchas e contract s whic h ar e concerne d 
with th e discharge of the counterpurchase obligation . 

7.4. Th e Content of Contracts 

This sub-sectio n deal s wit h majo r contractua l issues , som e o f whic h ar e 
common t o al l form s o f countertrade , whil e other s ar e specifi c t o particula r 
types. Emphasi s i s place d o n thos e part s o f contract s whic h dea l wit h th e 
reciprocal trad e aspects ; i n othe r words , in th e cas e o f counterpurchase, with 
the linkag e contrac t rathe r tha n th e sal e an d purchase contracts . Fo r the sake 
of clarit y w e hav e describe d man y o f th e issue s i n terms o f a  counterpurchas e 
transaction, bu t man y o f thes e issue s ar e equall y applicabl e t o barter-styl e 
and variou s othe r form s o f countertrade . Point s (i ) - (xiii ) below describ e 
many o f th e elements t o be include d i n a countertrade contrac t but th e lis t i s 
by no means exhaustiv e an d simpl y provide s a  set of indicators . Som e example s 
of contracts are provided i n Appendix 2 . 

(i) Commitmen t t o countertrade by tw o principals. 
(ii) Assignmen t t o third parties. 
(iii) Proportio n of countertrade. 
(iv) Product s available fo r countertrade. 
(v) Verificatio n of allowable exports. 
(vi) Produc t specifications . 
(vii) Pric e of countertrade products. 
(viii) Resal e of countertraded exports. 
(ix) Paymen t term s and conditions. 
(x) Timing . 
(xi) Monitorin g trade flows. 
(xii) Penalties . 
(xiii) Arbitratio n and force majeure. 

N.B. Th e term s "import " an d "export " ar e use d fro m th e perspectiv e o f th e 
developing country. 

(i) Commitmen t t o Countertrade 

Once countertrad e ha s bee n accepte d i n principl e b y bot h partie s an d ha s 
approval t o proceed , th e countertrad e contrac t shoul d contain , i n it s earl y 
stages, a  clea r commitmen t b y th e foreig n partne r t o purchas e th e product s 
specified i n the contract. 

(ii) Assignmen t t o Third Parties 

Under certai n circumstances , fo r example , i f th e foreig n partne r i s eithe r 
unable t o absorb th e good s in-hous e o r doe s not have th e relevant expertis e t o 
sell them , an d wit h th e agreemen t o f th e tw o principa l parties , i t i s commo n 
practice t o assig n th e counterpurchas e responsibilit y t o a  thir d party , 
normally a  trading house. 
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If al l o r par t o f th e countertrad e product s ar e t o be handle d b y a  thir d 
party, there shoul d b e a clause within the contract t o this effect. If , on the 
other hand, no third party involvemen t i s allowed, this should be stipulated . 

If assignmen t i s agreed , ther e shoul d als o b e som e indicatio n o f th e 
obligations of the foreign partner with respect t o fulfilment of the counter-
purchase. Fo r example , i t may b e tha t al l obligations ar e transferre d t o th e 
assignee; conversely , the y ma y remai n th e tota l responsibilit y o f th e foreig n 
partner. Sometime s bot h partie s ar e oblige d t o shar e responsibilit y fo r 
fulfilment o f countertrad e obligations . Th e contrac t shoul d mak e i t clea r 
whether th e developing countr y partne r ha s recourse t o the foreign partner, the 
assignee, or both. 

It i s importan t tha t th e counterpurchas e contrac t shoul d includ e a  claus e 
committing th e assigne e t o b e boun d b y it s provision s wit h regar d t o th e 
assigned portio n o f th e counterpurchases . Failur e t o obtain suc h a commitment 
could lea d t o non-fulfilmen t o f th e contract , o r t o th e sal e o f countertrad e 
products to markets specificall y excluded i n the contract. 

(iii) Proportio n of Countertrade 

The countertrad e contrac t mus t contai n som e definitio n o f th e value o f th e 
countertrade commitment . There ar e tw o ways i n which thi s may be achieved. The 
first i s t o specify th e actua l countertrad e valu e i n monetary terms . Thi s may 
be les s than , equivalent to , or more tha n th e value o f the original purchases. 
The alternativ e i s t o specif y th e leve l o f counterpurchase s a s a percentage of 
the valu e o f th e good s sol d throug h th e origina l sale s contract . Th e latte r 
may be used when the final price of the imported goods has not been settled. 

In either case , the form of payment shoul d als o be stipulated . If the values 
specified ar e i n loca l currencies , agreemen t o n a n exchang e rat e shoul d b e 
written into the contract. 

When th e countertrad e obligatio n i s expresse d a s a  percentag e o f th e 
original purchas e value , ther e shoul d b e n o ambiguit y regardin g th e origina l 
price of the imported product/s. 

(iv) Product s Available fo r Countertrade 

Á countertrad e contrac t shoul d indicat e th e product s availabl e fo r expor t 
from th e developin g country . Thi s ma y b e expresse d i n th e for m o f particula r 
product/s (wit h quantitie s and/o r value s specified ) or a s a  range o f product s 
from whic h a  particula r selectio n ma y b e made . A s a  variant o n th e latter , 
ceiling values may be attached t o each of the products liste d (thi s approach i s 
adopted i n the STA presented i n Appendix 2). 

An alternativ e metho d i s t o specif y th e sourc e o f th e products , a s i n th e 
following cases: 
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any product s produce d b y th e importin g agenc y (whethe r privat e sector , 
parastatal or otherwise) 
any products produced b y the importin g agency or its subsidiaries 
any product s tha t com e withi n th e auspice s o f a  specifi c ministr y 
(ministries) or other authority (authorities ) 
products fro m mixed source s as specified, e.g. percentag e fro m importe r 
and percentage fro m other specifi c sources. 

A furthe r alternativ e approac h i s to specify product s which ar e not allowed . 
For example , i t may b e possibl e t o export al l product s excep t thos e quoted o n 
commodity exchanges. 

It i s ofte n wis e t o includ e a  disclaimer suc h as : "subject t o the approva l 
of th e competen t exporte r an d relevan t ministry" . This the n put s th e onu s o f 
product procuremen t o n to the foreig n partne r o r assignee an d reduces arguments 
regarding non-delivery of products between the principal parties. 

The foreig n partne r ma y insis t upo n a  greate r commitmen t b y it s developin g 
country partne r t o procur e product s fo r countertrade , particularl y whe n ther e 
are likel y t o b e produc t shortages . Unde r suc h circumstances , th e contrac t 
should specif y th e degre e o f involvemen t o f th e developin g countr y party. Th e 
level o f suc h a  commitmen t wil l probabl y fal l betwee n th e followin g tw o 
extremes : 

the developing countr y partne r guaranteein g tha t th e products specifie d wil l 
be available a t the time of performanc e 
the developin g countr y partne r offerin g assistanc e o n a  best effort s basi s 
to help with produc t procurement . 

Depending o n th e regulation s withi n eac h country , specifi c authorisatio n 
from relevan t governmen t bodie s ma y b e require d fo r specifi c product s t o b e 
used i n countertrade . I n suc h case s a  claus e describin g thes e condition s 
and/or restrictions , an d whic h part y shal l b e responsibl e fo r seekin g 
authorisation, should b e included i n the countertrade contract. 

(v) Verificatio n of Allowable Exports 

It shoul d b e made clea r whic h product s exporte d b y th e foreig n partne r ar e 
regarded a s contributing t o his countertrad e obligations . Thi s i s particularl y 
true o f partner s tha t hav e traditionall y trade d wit h th e developing countr y i n 
question. A s a  mean s o f verifyin g thei r countertrad e obligations , mos t 
partners wil l insis t tha t eac h purchas e contrac t entere d int o withi n th e 
framework o f th e countertrad e contrac t i s recognised . Consequently , the y ma y 
insist tha t th e countertrad e contrac t stipulate s tha t eac h purchas e contrac t 
must explicitl y refe r t o the countertrade contract . I n this way, purchases can 
be easily monitored and accounted agains t th e countertrade obligation . 

(vi) Produc t Specificatio n 

It i s i n th e interes t o f al l partie s tha t th e product s trade d ar e o f th e 
specifications lai d dow n i n th e purchas e an d sale s contract s i n term s o f 
quality an d quantity . I t i s ofte n advisabl e t o includ e a  claus e i n th e 
countertrade contrac t reinforcin g thi s issu e b y statin g tha t th e product s mus t 
conform t o th e standard s specifie d i n th e individua l purchas e an d sal e 
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contracts. Thi s ca n b e particularl y advantageou s fo r th e foreig n partne r wh o 
assigns his obligation to a third party. 

(vii) Th e Price of the Products 

It i s usual fo r prices i n countertrade contract s t o be expressed i n terms of 
prices prevailin g at th e tim e th e contrac t i s activated rathe r tha n in absolute 
terms. Fo r example , th e pric e o f ra w material s o r commoditie s ma y b e fixe d 
according t o the price at the tim e o f shipment o n a specified commodit y market, 
or referenc e ma y b e mad e t o price s fo r simila r product s i n th e expor t marke t 
destination. 

Where onl y th e tw o principal s ar e involved , i.e . n o thir d part y assignee s 
are t o be employed , th e price s may b e stipulate d i n the countertrade contract . 
Where a  third part y assignee i s concerned i t i s unlikely tha t the assignee will 
agree t o such terms , and will insis t o n some involvemen t i n price negotiations. 

The partie s shoul d agre e i n th e countertrad e contrac t o n th e currenc y i n 
which th e countertraded product s should b e quoted and paid. 

In cases where th e prices of countertrade product s ar e volatile or , perhaps, 
where th e dea l i s operativ e ove r a  lon g period , a n agreemen t t o employ pric e 
arbitration may be included i n the contract. 

Price-cutting i n order t o make countertrad e product s more attractiv e ca n be 
dangerous. No t onl y doe s thi s practic e mak e th e product s importe d throug h 
countertrade appea r expensive , bu t ther e hav e bee n accusation s o f dumpin g i n 
some cases , where products which wer e traditionall y difficul t t o sell have been 
exported vi a countertrad e a t a  discount , causin g disruptio n i n th e targe t 
markets. 

(viii) Resal e of Countertraded Export s 

If th e developin g countr y wishe s t o prohibi t th e resal e o f it s export s t o 
third countries , thi s mus t b e explicitl y state d i n th e contract . I n othe r 
cases, resal e ma y b e permitte d i n certai n circumstance s whic h shoul d b e 
specified, or , alternatively , an y particula r restriction s o n resal e ma y b e 
included. 

(ix) Paymen t Terms and Conditions 

The types of payment term s and conditions which may be appropriate include: -

how and against what documents paymen t will be effected, 
whether letter s of credit o r other documentatio n will have t o be arranged by 
the buyers, 

- whic h partie s wil l b e responsibl e fo r th e cost s involve d i n th e paymen t 
arrangements, 
agreement on an escrow or trust accoun t arrangement . 
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(x) Timin g 

Establishment o f a time fram e within which th e foreig n partner shoul d fulfi l 
his obligation s wil l b e base d upo n factor s suc h a s th e siz e o f th e deal ; th e 
time require d t o procure th e product(s); the tim e required t o obtain government 
approval and documentation; and th e time required fo r arranging financing . 

The star t dat e fo r fulfilmen t o f th e countertrad e may b e stipulate d i n th e 
contract. I n th e cas e o f larg e deal s i t ma y b e appropriat e t o execut e 
obligations i n stages . Fo r example , a  specific percentag e o f th e tota l value 
of th e countertrad e dea l may be complete d ove r a  twelve month period , with th e 
remainder t o be conclude d i n stage s within a  specified period . I n such cases, 
"completion" ma y hav e t o b e define d specificall y withi n th e countertrad e 
contract. I t coul d mea n tha t good s t o th e valu e o f th e countertrad e elemen t 
have bee n ordere d o r eve n procured , o r i t coul d mea n tha t the y hav e bee n 
procured an d pai d for . Partner s ma y b e unwillin g t o accep t a  claus e o f 
fulfilment tha t stipulate s tha t paymen t ha s t o be made within a specified tim e 
period, a s factor s outsid e thei r contro l coul d caus e delay s i n the procuremen t 
processes. 

(xi) Monitorin g Trade Flows 

Methods o f monitorin g trad e flow s withi n countertrad e deal s ca n var y 
tremendously, fro m simpl e boo k entrie s t o mor e formalise d approaches . A n 
evidence accoun t (a s describe d i n sectio n 7.6.4 ) i s a  simpl e techniqu e fo r 
recording eac h side's performance under th e terms of the contract. 

Another possibl e method i s to establish a  committee made up of equal numbers 
of representative s fro m each side , whose rol e i s t o supervise th e execution of 
the contract and alterations, if any, t o the contract terms. 

(xii) Penaltie s 

Penalty clause s ar e quit e a  commo n featur e o f counterpurchas e contract s 
(except i n thos e case s where th e countertrad e obligatio n i s described i n terms 
of a "best efforts" basis). 

Penalties shoul d b e set out i n the contrac t an d are usually expressed i n the 
form o f a  percentage, fo r example , 2 5 per cent , of the unfulfilled par t o f the 
counterpurchase commitment . Rate s o f penalt y ma y vary fro m a  fe w per cen t t o 
100 per cent or more. 

Should non-complianc e o f th e contractua l term s b e a  result o f a  failur e by 
the penalty-imposin g part y t o fulfi l it s obligations , the n i t has no basis fo r 
a clai m unde r norma l contrac t la w procedures . Eventualitie s tha t ma y releas e 
the foreig n partne r fro m hi s commitment s include , fo r example , failur e by th e 
developing countr y agent to procure products as agreed in the contract. 

In some cases , a bank, guarantee i s requested b y th e developing countr y party 
to assur e th e paymen t o f a  penalty . I n thi s cas e th e countertrad e contrac t 
should specif y th e amoun t an d typ e o f th e ban k guarante e an d th e ban k fro m 
which i t should be obtained. 
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In mos t cases , paymen t o f a  penalt y woul d b e regarde d a s releasin g th e 
foreign partne r fro m his contractua l obligation s an d most countertrad e partner s 
are likel y t o insis t tha t th e contrac t specifie s this . However, this might no t 
be the intention of the developing country . 

(xiii) Arbitratio n and Force Majeure 

In th e even t o f a  dispute betwee n th e principa l partie s ove r an y aspec t o f 
contract fulfilment , i t may b e necessar y t o resort t o arbitration. Thi s i s a 
common practic e i n internationa l trad e i n case s wher e a  disput e canno t 
reasonably be settled by the contract signatories. 

The arbitratio n boar d ma y b e mad e u p o f a  committee e approve d b y bot h 
parties, althoug h reachin g agreemen t o n committe e compositio n an d o n whic h 
national law s to use may cause problems . The alternativ e i s to use a recognised 
arbitrator suc h a s th e Internationa l Chambe r o f Commerc e or , i f on e o f th e 
parties i s a  government department , th e Internationa l Boar d o f Arbitration . A 
standard claus e to this effect shoul d b e included i n the contract. 

e.g. "Al l controversie s arisin g fro m th e presen t contrac t shal l b e 
irrevocably settle d i n accordanc e wit h th e regulation s o f th e Boar d o f 
Conciliation an d Arbitration o f the Internationa l Chambe r o f Commerce b y one 
or more arbitrators nominated i n accordance with th e said regulations." 

Whichever for m o f arbitratio n i s agreed , i t ma y b e necessar y t o stipulat e 
the plac e o f arbitration , th e compositio n o f th e committe e and/o r numbe r o f 
arbitrators, and the commercial law s that are to be applied b y the committee. 

As i n al l internationa l trade , th e us e o f a  claus e o f forc e majeur e i s 
likely t o b e insiste d upo n b y th e foreig n partne r t o provid e som e protectio n 
against a  range o f potentia l difficulties . The actua l wordin g o f such a  clause 
will depen d upo n th e law s o f th e partne r countrie s an d shoul d b e negotiate d 
prior t o signing the contract. 

7.5. Buy-bac k Contracts 

The buy-back for m of countertrade a s defined i n Chapter 3  is a special case. 
In man y respect s th e procedure s fo r a  counterpurchas e transactio n ar e als o 
relevant t o buy-back . However , ther e ar e othe r complications , most o f whic h 
relate t o financin g suc h deals . Thi s ca n involv e a  number o f partie s suc h a s 
commercial banks , expor t credi t guarante e agencies , th e Worl d Ban k an d othe r 
suppliers of loan funds. 

There are usually tw o principal trade contracts and one financing contract. 

(i) Th e Suppl y Contrac t -  coverin g suppl y o f equipment , know-ho w an d 
licences where necessary, 

(ii) Credit Agreemen t -  definin g financin g arrangement s betwee n importer' s 
bank and supply consortia's bank. 

(iii)The Buy-back Contract. 
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(i) Th e Supply Contract 

The initia l suppl y contrac t consist s o f details regardin g technica l aspect s 
of th e plan t an d processing machinery t o be supplied , as well as outlining some 
of th e commercial an d financia l aspect s o f th e suppl y transaction . Signatorie s 
to this contract include : 

supplier of the plant 
other suppliers of equipment fo r the plant 
the licensor, if different fro m above 
the importer of the plant and equipment 
the importer of the licence, if different. 

In general , th e condition s applyin g t o a  suppl y contrac t withi n a  buy-back 
deal are the same as those applying to a normal trade transaction . 

(ii) Credi t Agreemen t 

The credi t agreemen t wil l usuall y b e o f a  conventional type . O n occasions, 
aid fund s ma y b e involved . I n practice , th e Worl d Ban k an d othe r simila r 
organisations ma y b e more reluctan t t o assis t i n financin g countertrad e linke d 
projects. However , i t ma y b e emphasise d b y th e recipien t countr y tha t th e 
project wil l no t onl y lea d t o industria l developmen t bu t i s als o backe d b y a 
guaranteed expor t market. 

(iii) Th e Buy-bac k Contract 

The buy-bac k contrac t i s signe d b y th e buyer o f th e resultan t product s an d 
the organisation o r agent exporting thos e products . Thes e organisation s may or 
may not be th e original vendor an d recipient o f th e plan t and other inputs , but 
assignees acting on their behalf. 

The ke y issue s tha t an y purchase r o f buy-bac k product s i s likel y t o rais e 
during negotiations and late r stipulate within th e contract ar e set out below. 

- Th e qualit y o f th e resultan t produc t an d verificatio n tha t th e plan t 
supplier's specification s and recommendations have been complied with. 

- Th e restrictions, if any, on the final destination of the buy-back products. 

- Arrangement s fo r decidin g price s an d quantitie s exporte d ( a partne r ma y 
agree t o purchase product s up t o a fixed value fo r th e year, or a percentage 
of the total supply contract cost) . 

- Agreemen t o n who pays shipping costs. 

- Penaltie s t o be impose d b y th e buye r i f there ar e delays i n the delivery of 
buy-back products. 

- Othe r issue s concernin g qualit y contro l mechanism s fo r th e buy-bac k 
products, clause s governin g arbitration , forc e majeur e an d th e commercia l 
laws to be used i n the contracts. 
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Within th e buy-bac k contrac t th e followin g detail s mus t b e clearl y 
stipulated : 

- valu e of buy-back to be sold 
period over which transactio n should be completed 
definition of where products can be marketed 

- mechanis m fo r pricin g product s an d circumstance s unde r whic h thes e ma y 
change 
penalties fo r poo r qualit y products , delay s o r non-fulfilmen t o f th e 
obligation t o supply. 

7.6. Financia l Aspects of Countertrade 

In som e instances , th e financia l aspect s o f countertrad e deal s ar e n o 
different fro m orthodo x export/impor t transactions . However , i n many cases , 
due, fo r example , t o th e reciproca l natur e o f th e trade , foreig n exchang e 
shortages, th e reluctanc e o f financia l institution s t o offe r credi t an d 
insurance cover , or for other reasons, special arrangements are required. 

Most financia l arrangement s hav e t o b e "tailor-made " fo r particula r deals . 
When dealin g wit h th e mor e complicate d transactions , i t i s o f particula r 
importance tha t specialist expert advic e should be sought. 

It i s impossibl e t o giv e guideline s tha t shoul d b e followe d i n al l 
circumstances bu t th e followin g sub-section s outlin e th e mos t importan t 
financial mechanisms which are available fo r countertrade deals. 

7.6.1. Ban k Guarantee 

Bank guarantee s ma y b e use d a s a n assuranc e t o countertrad e partner s tha t 
payment wil l b e forthcoming . Fo r example , a  developin g countr y exporte r ma y 
obtain a  lette r o f guarante e fro m hi s ban k i n favou r o f a  supplie r company . 
The lette r o f guarantee ensure s tha t th e supplier will be pai d i n cash fo r any 
outstanding imbalanc e a t th e end o f th e contractua l tim e period . I n this way, 
the supplie r i s pai d i n cas h i f the ful l value o f th e transactio n has not been 
supplied i n good s fro m th e developin g country . Initially , th e lette r o f 
guarantee would b e fo r th e ful l value o f th e importe d good s but i t decreases as 
exports ar e shippe d an d documentar y evidenc e o f despatc h i s receive d b y th e 
bank. Thi s techniqu e ca n onl y b e use d whe n foreig n exchang e i s availabl e t o 
back the letter of guarantee. 

7.6.2. Escro w Account 

Escrow account s ar e used fo r th e fund s flo w management o f many countertrad e 
deals an d the y offe r specifi c guarantee s t o th e partie s t o th e escro w 
agreement. I n orde r t o provid e th e maximu m securit y an d protectio n agains t 
diversion o f fund s o r other problem s i t i s usual fo r th e accoun t t o be held i n 
a commercia l ban k i n a  har d currenc y country . Th e rol e o f th e ban k i s t o 
administer th e accoun t an d t o ensur e tha t i t contain s adequat e fund s t o cover 
the trad e transaction s a s the y occur . I t must be remembered tha t monies i n an 
escrow account canno t be pai d out fo r purposes othe r tha n thos e provided fo r in 
the escrow agreement. 
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There ar e n o har d an d fas t rules , or even a  comprehensive base , from which 
to star t negotiation s o n establishing escrows . Eac h dea l usin g thes e account s 
is different, therefore eac h require s t o be discusse d an d formulate d accordin g 
to the terms and nature of the countertrade deal. 

When considerin g th e us e o f escrow s fo r countertrad e ther e ar e generall y 
three main considerations. 

i) Th e Need fo r the Escrow 

Are alternative financia l mechanisms available ? 
Is it feasible t o hold currenc y i n off-shore accounts ? 
Who will manage th e account? 

ii) Wh o Will be Party to the Agreement? 

Parties t o th e agreemen t wil l includ e th e commercia l ban k holdin g th e 
account, th e supplie r compan y an d th e importe r i n th e developin g 
country. 

Others involve d i n the negotiations of the agreement may include: 
The Centra l Bank , particularl y i f exchange contro l regulation s ar e i n 
force limitin g or prohibiting th e holding of export revenues off-shore. 
The developing countr y exporter, if different fro m the importer . 
Any intermediar y o r third party traders. 

In practice, th e smalle r th e numbe r o f partie s involved , the more likel y i s 
a successful outcome t o negotiations. 

iii) Negotiation s and Agreement Terms 

An escro w accoun t i s usuall y i n th e nam e o f th e developin g countr y bank . 
The agreemen t shoul d cove r th e rights an d obligations o f th e various parties to 
the deal . Th e wordin g o f suc h agreement s i s subjec t t o negotiatio n an d th e 
facts relevan t t o each case . Initia l negotation s may b e followe d b y discussion 
of draf t o r workin g paper s whic h wil l late r for m th e framewor k o f th e escro w 
agreement. Th e major issue s covered normall y include : 

Description of transaction. 
Description and mechanics of the financial flows. 
Mechanism fo r initia l funding , i.e . fro m foreig n exchang e reserve s o r 
from revenue raised throug h exports. 
Percentage o f th e tota l transactio n valu e tha t wil l b e initiall y pai d 
into th e account, which wil l depend o n th e siz e of th e deal, the manner 
in which import s ar e delivere d (i.e . in stages or all at once) and the 
type of products tha t are to be exported. 
The amoun t o f freedo m th e developin g countr y ha s i n controllin g th e 
account, an d th e mechanism fo r alterin g agreemen t term s shoul d thi s b e 
deemed necessary . 
Agreement o n timin g an d mechanis m fo r eithe r payin g int o th e account , 
or havin g fund s release d fro m th e accoun t an d th e documentatio n 
required fo r drawing from the account. 
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Whether or not part-drawings are allowed. 
The rol e o f th e commercia l bank , whic h ma y var y fro m simpl e accoun t 
management t o coverin g imbalance s i f th e accoun t fall s int o short-ter m 
deficit. 
Disposal of any residual balance. 
How and to whom interest i n the account shoul d b e made payable. 
Time limi t for execution of transaction. 
Laws governing the agreement an d procedures fo r communication. 
Clauses covering arbitration, force majeure, etc. 
The provision s require d b y th e bank i n order t o remove th e bank's ris k 
if one party fails t o fulfil it s payment obligations t o the account. 

In practice , escro w contract s ca n tak e considerabl e tim e t o negotiat e an d 
may produce very length y documents as a result. 

An exampl e o f th e operatio n o f a n escrow accoun t i n a barter styl e dea l i s 
given in section 3.4. 

7.6.3. Trus t Account 

The mechanis m o f th e trus t accoun t i s simila r t o tha t o f th e escrow . Th e 
principal differenc e i s tha t th e trus t accoun t i s defined accordin g t o British 
law, under th e Trust Act , and therefore a  full agreement, as i n the case of an 
escrow agreement , nee d no t b e draw n u p fo r eac h ne w transaction . An y ban k 
acting throug h it s Britis h subsidiary , o r an y countr y wit h a  syste m base d o n 
British law , can use this technique. 

According to the Trust Act: 

The trus t dee d canno t b e cancelle d withou t th e prio r approva l o f th e 
beneficiary (foreig n partner) . 
The funds in the account are protected against arrest . 
The fund s ca n generat e interes t i n favou r o f th e settlo r (developin g 
country). 

The trus t deed is signed with th e settlor and defines: 

Receipt an d payment of funds out of the trust account. 
The rate and payment of interest. 
Termination of the agreement. 

From th e above , th e beneficiar y i s assure d tha t fund s ar e availabl e 
exclusively fo r himself. 

The escro w account , o n th e othe r hand , i s no t rule d b y a  specifi c law , 
therefore th e contractua l document s relatin g t o i t nee d t o b e exhaustiv e an d 
include a  formal pledging of th e fund s i n favour o f th e beneficiary i n order to 
protect the m against arrest. 
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7.6.4. Evidenc e Account 

An evidenc e accoun t i s a  mechanis m enablin g eac h sid e i n a  countertrad e 
transaction t o recor d produc t movement s an d payments . The accoun t i s normall y 
held i n a Central Bank or other bank as agreed by the partners. 

Evidence account s ar e not clearin g mechanisms where sale s i n both direction s 
offset on e another . Eac h purchas e transactio n ha s t o b e accompanie d b y 
payment. Th e functio n o f th e accoun t i s t o allo w centra l co-ordinatio n o f 
payments an d t o ac t a s a  mean s o f monitorin g th e trad e flows . Evidenc e 
accounts ar e no t require d t o balance i n th e shor t term , although limit s may be 
set o n th e leve l o f imbalances . I n th e longe r term , toward s th e en d o f th e 
transaction period , ther e may b e a  requiremen t fo r th e accoun t t o balance, or 
provision for settling imbalances i n foreign exchange may be made. 

The us e o f evidenc e account s i s normall y agree d betwee n partie s wit h wel l 
established trad e link s an d a  desir e t o maintain o r increas e mutua l trad e i n 
the long-term . Th e evidenc e accoun t reduce s th e administrativ e problems , 
through centra l co-ordination , o f payment s t o an d fro m man y importer s an d 
exporters. 

7.6.5. Interban k Agreement 

Within th e framewor k o f man y countertrad e transactions , each tradin g part y 
will normall y b e represente d b y a  bank . I n th e cas e o f man y developin g 
countries thi s coul d b e th e Centra l Bank . Th e rol e o f th e bank s i s t o 
co-ordinate payment s agains t documentar y evidenc e o f actua l produc t flows . 
Depending o n th e for m o f countertrad e an d th e principa l partie s involved , th e 
banks may liais e t o produce an Interbank Agreement. 

These agreement s describ e th e provision s fo r th e releas e o f funds , the time 
frame fo r paymen t an d identif y th e document s agains t whic h paymen t wil l b e 
made. Suc h agreement s accompan y long-ter m trad e agreements , often establishe d 
at governmen t level , suc h a s Stat e Tradin g Agreements , an example o f which i s 
given in Appendix 2. 
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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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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 

59 



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 

60 



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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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. 

68 



Chapter 11 CHECKLIST S 

The followin g checklist s ar e provide d a s a guide t o the major consideration s 
to b e take n int o accoun t i n th e formulatio n an d applicatio n o f a  countertrad e 
policy. 
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(i) REASON S FOR COUNTERTRADE 

Additional exports through : 
new products 
new destinations 

Conserve foreig n exchange 
Protect exports 
Secure import s 
Develop domestic industry/economy . 

(ii) POLIC Y OUTLINE 

IS COUNTERTRADE THE ONLY MECHANISM FOR FULFILLING OBJECTIVES? 

What are the alternatives ? 
Are the extra costs of countertrade outweighed b y the 
benefits? 

PROACTIVE OR REACTIVE POLICY? 

Depends on objectives set 
How would each fulfi l objectives? 

WHAT FORM SHOULD COUNTERTRADE TAKE? 

Mandatory or non-mandatory 
Government t o government o r at other level s 
Type of countertrade best suite d t o meet objectives; 
clearing agreements, special trading agreements, barter, 
counterpurchase, buy-back, etc. 

WHAT LEVEL OF COUNTERTRADE I S REALISTIC? 

WHAT GOVERNMENT MACHINERY I S NECESSARY? 

Should ther e b e a  centra l organisation ? I f so , mad e u p fro m whic h 
sectors and/or departments ? 
Is legislatio n neede d t o contro l us e o f countertrade ? Includin g 
considerations suc h as: 

foreign exchange contro l 
import contro l 
export contro l -  products available. 



WHAT ROLE SHOULD VARIOUS DOMESTIC ORGANISATIONS PLAY? 

Role of private secto r 
Role of parastatals 
Role of government 
Co-ordination between various bodies. 

WHERE WILL RESPONSIBILITY LIE FOR CONSIDERATION AND APPROVAL OF PROPOSALS? 

Ministry of Trade 
Central Bank . 
Special Committee/Department . 

WHERE WILL RESPONSIBILITY LIE FOR IMPLEMENTATIO N OF DEALS? 

Parastatal organisation s 
Private sector. 

(iii) PRODUCT S 

WHICH INDIVIDUA L PRODUCT ITEM S ARE SUITABLE FOR IMPOR T AND EXPORT? 

EXPORTS 

"Acid test" - could product s have been exported without th e use of countertrade? 
Avoid us e of traditional exports (unles s "distressed" ) 
Avoid disruption of cash markets 
Are preferred export product s available i n sufficient quantities? 
Are export quality standards acceptable? 
What pric e structure t o be used fo r non-traditional products ? 
Should product list s be published ? 
When do products cease t o be non-traditional ? 

IMPORTS 

"Acid test " - how essential ar e the import items ? 
Ensure impor t product s are of acceptable standard s 
Ensure spare and replacement part s are available. 

(iv) PARTNER S 

GEOGRAPHICAL/POLITICAL LOCATION OF PARTNERS 

Eastern bloc 
OECD 
Other developing countries. 

ECONOMIC POSITION OF PARTNERS 

Any specia l targetin g o f partners ? e.g . countrie s wit h shortage s o f 
foreign exchange, countries on adverse balanc e of trade list. 
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TYPE OF PARTNERS 

Governments 
Parastatals 
Private trading houses 
Private companies. 

WILL USE OF THIRD PARTIES BE ACCEPTABLE? 

Under what terms ? 

CHOOSE THIRD PARTIES DEPENDING ON OBJECTIVES 

Specifically fo r marketing non-traditiona l 
products or for improving domestic industria l 
base or for provision of advantageous financia l terms. 

(v) INFORMATIO N REQUIREMENTS AND MONITORING PROCEDURE S 

ARE COUNTERTRADE OBJECTIVES BEING ACHIEVED? 

Final destination of export product s 
Assess whether additionality i s being achieved 
Are impor t price s offered unde r countertrad e realistic/competitive ? 

IS RELEVANT INFORMATIO N BEING COLLECTED ? 

Monitor world price s fo r products exported throug h countertrad e 
Monitor impor t price s unde r countertrad e an d non-countertrad e 
transactions 
Information on export capacit y 
Information on import absorptio n capacity . 

(vi) TRANSACTIO N CHECKLIST FOR COUNTERTRADING ORGANISATION S 

PARTNERS AND PROPOSAL 

NEGOTIATION, PLANNING AND PREPARATION 

Import values and product s 
Export values and product s 
Procedures. 
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GOVERNMENT LIAISON/APPROVAL/DIRECTIO N 

ESTIMATE INCREMENTA L COSTS AND INVESTIGATE COST 
LIMITATION POSSIBILITIE S 

Disagios (discounts ) 
Lower export price s 
Higher impor t price s 
Miscellaneous cost s 
Financing costs. 

USE OF INTERMEDIARIE S 

Trading houses 
International banks and loca l banks 
Providers of specialist services. 

LIAISON WITH PARTNERS, GOVERNMENT, CENTRAL BANK, 
LOCAL ORGANISATIONS, INTERMEDIARIES, OTHERS. 

CONTRACT TERMS 

Commitment t o countertrade by two principals 
Assignment t o third partie s 
Proportion of countertrade 
Products available fo r countertrad e 
Verification of allowable export s 
Product specification s 
Price of countertrade product s 
Resale of countertraded export s 
Payment term s and condition s 
Timing 
Monitoring trade flows 
Penalties 
Arbitration and force majeure. 

TRADING 

MONITORING 
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Appendix 1 COUNTERTRAD E TERMINOLOGY 

Countertrade terminolog y i s no t standardise d betwee n countrie s o r eve n withi n 
countries. Fo r many term s there are a number of definitions. 

Barter 

"Classical" o r "pure " barte r mean s th e direc t exchang e o f good s withou t an y 
money changin g hands . Barte r i s usuall y a  once-onl y transactio n boun d b y a 
single contract . Th e ter m i s sometimes used i n a wider contex t t o indicate all 
forms o f reciproca l trade . Barter-styl e countertrad e i s used t o describe th e 
type o f countertrad e wher e a n expor t fro m a  developin g countr y finance s a 
subsequent import . Thi s is also sometimes known as advance compensation. 

Bilateral Trade and Payments Agreements 

Government t o governmen t agreements , usuall y lon g term , operate d throug h a 
clearing account. 

B.Q.T. (Build - Operate -  Transfer) 

Occasionally include d withi n th e genera l scop e o f countertrade , B.O.T. i s more 
strictly speakin g a  for m of projec t finance . Th e scheme , originally develope d 
by Turkey, works a s follows : Th e successfu l bidde r fo r th e designated projec t 
provides financin g fo r th e project , operates th e facilit y onc e complete d fo r a 
specified tim e perio d an d the n transfer s ownershi p t o a  publi c authority . I n 
its rol e a s investor , th e contractin g compan y repatriate s earning s fro m it s 
equity investmen t a t a  guarantee d rat e o f exchange, equivalent t o th e cos t o f 
the project inputs. 

Buy-back 

Transactions involvin g th e suppl y o f capita l equipmen t whic h i s pai d fo r with 
the resultan t produc t o f th e factory/enterprise . Sometimes calle d compensation , 
cooperation or industrial cooperation. 

Clearing Agreement 

See Bilateral Trade and Payments Agreements. 

Compensation 

The ter m wit h th e widest sprea d o f variety o f meaning. Variousl y use d a s th e 
generic ter m fo r al l countertrade , a s a n alternativ e fo r buy-back , a s a n 
alternative fo r barter-styl e countertrad e an d partia l compensatio n t o indicat e 
deals partl y settled i n cash and partly throug h countertrade. 

Counterpurchase 

Transactions where a n exporter, in order t o win a contract, agrees t o accept an 
obligation t o tak e ou t product s fro m th e countr y concerne d ove r time . Usually 
involves two or more separat e but linke d contracts. 
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Countertrade 

Generic ter m for reciprocal form s of trading. 

Disagio 

The discoun t require d b y final buyers of countertrade good s i n order to provide 
a purchasing incentive. 

Escrow 

Longman's Business Dictionary: 

"a written agreement suc h a s a contract, deed or bond tha t has been formally 
delivered b y one of the partie s t o an independent perso n t o be held i n trust 
and t o b e delivere d t o th e othe r part y onl y whe n h e ha s performe d som e 
stated duty , suc h a s th e paymen t o f a  sum of money. Whil e th e document i s 
held i n trust by the independent perso n it i s said to be i n escrow." 

An escro w accoun t i s a  ban k accoun t ofte n use d i n countertrad e transaction s 
which offer s specific guarantees t o the parties t o the escrow agreement. 

Evidence Account s 

A monitoring mechanis m b y which eac h part y t o a reciprocal transactio n record s 
the inflow s an d outflow s o f a  particular dea l unti l th e term s o f th e contrac t 
are fulfilled . Ma y b e maintained i n th e for m of "mirro r accounts " at banks i n 
each country . 

Linked Deal s (Junktim ) 

Terms mostl y use d i n th e contex t o f East/Wes t countertrad e involvin g a n 
undertaking tha t futur e Wester n export s ma y b e allowe d t o th e valu e o f good s 
already purchased . Sometime s called pre-compensation . 

Linkage 

Commonly use d i n various contexts , includin g th e lin k betwee n tw o separate but 
related contract s and , mor e specifically , th e contractua l righ t t o procur e 
goods fro m governmen t departments/organisation s othe r tha n th e on e concerne d 
with th e sal e agreement . Can als o be use d t o describe th e purchas e o f product s 
from a country before th e execution of the export sale s contract. 

Offset 

Occasionally use d i n a  generi c sens e fo r an y arrangemen t involvin g th e 
reciprocal suppl y of . goods, bu t usuall y reserve d fo r transaction s wher e 
aerospace o r military equipmen t supplier s agre e t o procure relate d o r unrelated 
goods fro m th e purchasin g country , o r t o assis t i n relate d productio n 
activities. 
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Parallel Trading 

Used i n a generic sens e and also as an alternative t o counterpurchase. 

State Trading Agreement (STA ) 

Also sometime s know n as special trad e agreement s o r specia l trad e arrangements, 
these ar e trad e agreement s betwee n eithe r tw o parastata l corporation s o r on e 
parastatal an d one private internationa l tradin g company . The y normally defin e 
a leve l o f reciproca l trad e ove r a  specifie d perio d an d ca n includ e ver y 
diverse produc t range s i n on e contractua l agreement . Th e perio d o f th e 
agreement i s often one year with provisio n made fo r extensions. 

Swap 

Usually reserve d fo r th e simpl e exchang e o f bul k commodities , e.g. oil , where 
the sam e o r simila r commodit y i s use d o n bot h sides , perhap s t o sav e o n 
transport costs . Usuall y considere d t o fal l outsid e th e definitio n o f 
countertrade. 

Switch Trading 

Various operation s concerne d wit h resolvin g imbalance s i n bilatera l payment s 
agreements, particularl y wher e a  thir d countr y supplie s good s t o th e credito r 
nation within the bilateral agreement. 

Trust Account 

Similar t o escrow , bu t th e trus t accoun t i s hel d separatel y fro m th e genera l 
assets o f th e parties . The y ca n accru e interes t whic h i s returne d t o th e 
settlor o n completio n o f th e contractua l obligation s o f th e countertrad e 
transaction. Th e trus t concep t i s define d accordin g t o Britis h la w i n th e 
Trust Act of 1925. 
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Appendix 2 EXAMPLE S OF COUNTERTRADE CONTRACTS 

This appendi x contain s a  number o f example s o f countertrad e contracts . Thes e 
are give n purel y fo r illustrativ e purpose s an d shoul d NO T b e regarde d a s 
blueprints. 

1. Sample Countertrad e Contrac t (fro m ASTRO , Manual o f Comprehensive Referenc e 
Service on Countertrade). 

2. Model Counterpurchas e Contrac t (fro m EC E Guid e o n Drawin g u p Internationa l 
Contracts fo r Compensation Based Transactions). 

3. State Tradin g Agreement between Private Trader an d Stat e Trading Corporatio n 
(from private source) . 

4. Example o f Interbank Agreement (fro m private source) . 
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1. Sample Countertrade Contract (fro m ASTRO Complementary Manual of Comprehensive 
Reference Servic e on Countertrade). 
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Countertrade commitmen t No. 
concluded betwee n (the supplier) 
and (th e importer ) 

Article I 

1 (Th e importer ) and (th e supplier ) have conclude d contrac t No... . o n (date ) 
for th e purchas e of... . b y (th e importer) . Th e valu e o f th e purchas e i s 
US$... 

2 (Th e supplier ) commits himself t o buy, or t o have bought by third parties of 
his fre e choice , good s suitabl e t o (th e CT-committe d and/o r CT-fulfillin g 
partners) at competitiv e price s an d term s o f deliver y a s herein define d b y 
(the end-user of the CT goods, or the third party ) 

3 Th e valu e o f (th e supplier's ) counterpurchase s wil l b e US$.. . Fro m thi s 
amount, good s fo r US$.. . ca n b e take n fro m (th e importer ) and/or good s fo r 
US$... fro m (othe r specifie d o r unspecifie d companie s and/o r organisation s 
in the CT-demanding country ) 

4 Price s fo r good s accepte d i n C T unde r thi s commitmen t wil l b e establishe d 
according t o the following method: 

5 (Th e supplier ) commit s himsel f t o order , o r hav e ordered , good s qualifyin g 
for C T accordin g t o I.3  b y (exac t date) , an d t o provide , or have provided , 
cover i n payment of these goods 

Article I I 

1 I n case (th e supplier ) fails t o fulfi l hi s commitment , either completel y o r 
partly, by th e date stipulate d i n 1.5 , a penalty o f ... % of th e unfulfilled 
value o f th e commitment i s to be pai d b y (th e supplier ) to (the CT-demanding 
importer) in (currency ) 

2 T o secur e th e transfe r o f thi s penalty , (th e supplier ) will issue , or cause 
to be issue d b y a  third party , a bank guarante e fo r th e penalty i n question 
by (exac t date : 3- 6 month s befor e th e poin t o f tim e fixe d i n 1.5) . Th e 
penalty wil l b e payabl e t o (th e importer ) throug h th e (importin g country's ) 
foreign trade bank (agains t presentatio n of the following documents... ) 

3 Non-deliver y o f goods offered fo r CT fulfilmen t an d eventually contracte d b y 
(the supplier ) o r a  thir d part y i n ful l o r partia l fulfilmen t o f thi s 
commitment wil l releas e (th e supplier ) from his commitmen t fo r th e amount of 
the respectiv e non-execute d order s withou t penalty , recours e o r an y othe r 
claim a t an y tim e b y (th e importer ) o r (th e would-b e exporter s o f th e C T 
goods) or authorities i n the CT-demanding countr y 
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Article II I 

1 (Th e supplier ) an d (th e importer ) agre e tha t onl y thos e contract s bearin g 
the clause , "Thi s contrac t i s considere d an d agree d b y bot h partie s t o be 
associated wit h contrac t No.. . wit h (th e importer)" , wil l b e counte d i n 
fulfilment of the commitment made i n 1. 3 

2 (Th e supplier ) an d (th e importer ) will carr y separat e book s o f accoun t o n 
any an d al l contract s conclude d i n fulfilmen t o f thi s commitment . Th e 
accounts of both parties will be mutually reconciled quarterl y 

Article IV 

1 Th e tw o signatorie s o f th e C T commitmen t agre e tha t th e CT commitmen t wil l 
be nul l an d void i f (th e supplier's ) sales contrac t No o f (date ) with 
(the importer ) does not come int o force, irrespective by whose faul t 

Article V 

1 Shoul d disputes or disagreements arise concerning the wording or interpretation 
of thi s contrac t o r it s implementation , bot h partie s will make every effor t 
to resolve suc h disagreements i n an amicable manner. In the event of failure 
to resolv e suc h disagreement s o r dispute s withi n a  reasonabl e perio d o f 
time, th e partie s agre e t o plac e th e issue(s ) befor e th e Arbitratio n 
Commission a t th e Internationa l Chambe r o f Commerce , Paris, on th e basis of 
the Commercia l La w o f ,  an d it s Deed s o f Arrangemen t an d arbitratio n 
rules, and t o be bound singl y an d collectivel y b y it s decision. Th e seat of 
any Arbitration Court will be i n Paris 
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2. Model Counterpurchas e Contrac t (fro m EC E Guid e o n Drawin g U p Internationa l 
Contracts fo r Compensation Base d Transactions). 
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3. State Tradin g Agreemen t Betwee n Privat e Tradin g Compan y an d Governmen t 
Trading Corporation (fro m private source) . 

This STA agreement ha s been reproduced exactl y fro m the origina l excep t tha t 
references t o th e particula r partne r countr y an d th e privat e tradin g 
company concerned have been removed. 
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STA AN D PROTOCO L BETWEE N PARASTATA L TRADIN G CORPORATIO N O F COUNTR Y A  AN D 
MESSRS. ABCD 

WHEREAS TH E PARASTATA L TRADIN G CORPORATIO N (hereinafte r referre d t o as PTC) 
and MESSRS . ....(hereinafte r referre d t o a s "ABCD" ) bein g desirou s o f 
continuing t o promote th e export o f Country A good s and commoditie s throug h (a ) 
finding ne w markets fo r both traditiona l an d non-traditiona l good s (b ) findin g 
increased acces s o f Country A  good s i n existing markets (c ) development o f new 
export products , agains t impor t o f som e essentia l cas h savin g items , hav e 
mutually agree d t o ente r int o Specia l Tradin g Arrangemen t o n self-balancin g 
basis vali d fo r on e yea r bu t renewabl e fo r furthe r consecutiv e term s o f on e 
year eac h fo r a  perio d o f thre e year s subjec t t o th e successfu l executio n o f 
each previous term. 

AND WHEREA S PRIVAT E TRADIN G CO . B . o f Countr y A  shal l ac t a s th e loca l 
representative of ABCD. 

Now i n pursuance therefor e th e parties hereto agre e t o conclude th e protocol 
as follows:-

ARTICLE I 

That ABC D shal l mak e purchas e fro m PTC/Othe r Govt . Corporation/Privat e 
Sector o f goods an d commoditie s indicate d i n Schedule "A " annexed herewith an d 
the PTC/Other Govt. Corporation/Private Secto r shal l make purchase fro m ABCD of 
goods indicate d i n Schedule "B " annexed herewith . These schedule s o f goods may 
be modified, i f necessary, durin g th e validity o f the STA by mutual consent o f 
the two parties expressed i n writing. 

ARTICLE II 

That eithe r sid e shal l mak e purchas e o f good s an d commoditie s fo r a  tota l 
value o f US$ 10.0 0 (ten) million and th e ceilings fo r individua l ite m have been 
indicated i n th e Schedule "A " and "B" . Thes e ceiling s may be increase d o n the 
basis o f performanc e followin g a  revie w t o b e mad e si x month s afte r th e 
conclusion of the Arrangement. 

Unless otherwis e provide d i n individua l contracts , th e value o f goods t o be 
purchased fro m Countr y A  shal l be mentioned o n FOB basi s an d th e value o f th e 
goods to be imported int o Country A shall be mentioned on C & F basis. 

ARTICLE II I 

That th e trad e an d exchang e o f good s betwee n th e tw o contractin g partie s 
shall b e conducte d i n accordanc e wit h th e impor t an d expor t laws , rule s an d 
procedures an d th e foreig n exchang e regulation s i n forc e fro m tim e t o tim e i n 
Country A. 
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ARTICLE IV 

That contract s unde r thi s Arrangemen t shal l b e negotiate d an d finalise d 
between PTC/Othe r Govt . Corporation/Privat e Secto r i n on e par t an d ABC D i n 
other part. 

All contract s unde r thi s Arrangemen t shal l b e mad e o n norma l commercia l 
terms an d a t internationall y competitiv e prices . Quality an d specification s o f 
the goods to be imported/exported under this Arrangement shall be of international 
standards and/or as will be specified i n contracts and mutually acceptable. 

ARTICLE V 

That export s unde r thi s Arrangement wil l be eligibl e t o all the benefits o f 
normal export incentiv e wherever applicable. 

ARTICLE VI 

That ABCD' s loca l representative/nomine e wil l b e allowe d t o directl y 
purchase commoditie s fro m th e nationa l auction s an d expor t th e sam e wit h th e 
approval o f th e competen t authority . Wit h regar d t o othe r item s covere d b y 
Schedule "A " the y wil l be fre e t o buy th e goods/commodities fro m the concerne d 
Government Corporation/PTC/Private Sector. 

M/s. ABC D shal l register al l export contract s with th e PTC before conclusio n 
with the Govt. Corporation/Private Sector. 

ARTICLE VII 

That th e pre-shipment inspectio n o f goods t o be importe d int o Country A will 
be carrie d ou t i f desired b y buyers by Inspecting Agents t o be nominated by the 
concerned importin g organisatio n a t sellers ' (M/s . A B C D ' S ) cost . I n cas e o f 
export goods , the pre-shipment inspectio n may be carrie d ou t i f desired b y the 
buyers a t M/s . ABCD's expens e b y Inspectio n Agent(s ) t o be nominate d b y th e 
buyer or PTC or concerned Govt. Corporation. 

ARTICLE VIII 

That thi s protoco l shal l b e effectiv e fro m th e dat e o f it s executio n an d 
remain valid fo r one year renewable o n mutual agreemen t fo r furthe r consecutiv e 
terms o f on e yea r eac h fo r a  perio d o f thre e year s subjec t t o th e successfu l 
execution o f eac h previou s term . Al l contract s unde r thi s Protoco l shal l b e 
concluded a s soon as possible an d shipmen t whethe r o f impor t o r export shal l be 
completed withi n th e sai d period . Thi s Protoco l may, however, b e extended b y 
grace period/periods by mutual agreements. 
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ARTICLE IX 

For th e purpos e o f settlin g transaction s unde r thi s Arrangemen t a n 
internationally repute d bank , nominated an d authorise d b y ABCD shal l ope n with 
a Scheduled Bank in Country A to be designated by Central Bank of A (hereinafter 
referred t o a s "designate d bank" ) a  Special non-convertibl e U S DOLLA R Accoun t 
which will be self-balancing throug h exchange of goods. 

ABCD's nominate d ban k an d th e designate d ban k shal l mutuall y agre e o n th e 
mode of settlement of transactions. 

ARTICLE X 

All contracts , invoic e an d othe r document s relatin g t o th e transaction s t o 
be effected under this Protocol shall be expressed i n US DOLLAR. 

ARTICLE XI 

All transaction s unde r thi s Arrangemen t bot h fo r import s an d export s shal l 
be routed throug h th e said account an d all Licences, permits, letters of credit 
and authorisations , etc . issue d t o cove r th e transaction s shal l b e booke d 
through the aforesaid Bank and shall bear clear reference t o that Account. 

ARTICLE XII 

ABCD's nominate d ban k ma y operat e thei r Dolla r Accoun t wit h a n overdraf t 
limit o f US$1,000,00 0 i f fro m tim e t o tim e export s fro m Countr y A  ar e i n 
advance o f import s t o Country A. But th e amount o f overdraft will bear interes t 
at the rate of pe r annum. 

ARTICLE XIII 

If ABCD shoul d b e ahea d i n thei r export s t o Country A the respective credi t 
balance realise d fro m letters of credit establishe d i n their favou r will remain 
in th e aforesai d Dolla r Account , unti l th e amoun t ha s bee n full y utilise d 
according t o Article XIV(d ) an d wil l bea r interes t a t th e rat e o f pe r 
annum. 

ARTICLE XIV 

The mod e o f paymen t fo r impor t int o an d expor t fro m Countr y A  shal l be a s 
under :-
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IMPORT INT O COUNTRY A 

a) The PTC/Govt . Corporation/Privat e Secto r authorise d fo r th e purpos e o f 
importing th e goods/commoditie s specifie d i n schedul e "B " shal l pa y int o 
such Account a s i n Article I X the ful l C & F value by means of irrevocable , 
transferable, divisibl e an d confirme d sigh t letter/letter s o f credit . Suc h 
letter/letters o f credi t shal l be opene d i n US Dolla r i n ABCD's favou r with 
the designated ban k in Country A. 

Such letter/letter s o f credi t shal l b e negotiabl e agains t th e followin g 
documents:-

i) Full se t o f clea n o n boar d bil l o f ladin g mad e ou t t o orde r o r blan k 
endorsed coverin g shipment/shipment s o f goods o r commodities marked "Freigh t 
pre-paid" and showing destination ports. 

ii) ABCD s origina l invoic e an d seve n copie s thereo f dul y signe d coverin g 
the shipment/shipment s showin g quantit y o f goods/commoditie s shipped , uni t 
price and total C & F invoice value i n US Dollar. 

iii) An y othe r document s require d b y th e buyer s a s pe r term s o f th e 
contract/contracts. 

b) Such letter/letter s o f credi t shal l b e opene d i n accordanc e wit h th e term s 
and conditions of the contract/contracts. 

c) The resultin g Dolla r amoun t o f negotiation(s ) o f th e abov e mentione d 
letter/letters o f credit shal l be credite d t o ABCD's nominated bank' s Dollar 
account i n Country A as mentioned i n Article IX. 

EXPORT FROM COUNTRY A 

d) Payments fo r export s fro m Countr y A  shal l b e effecte d b y debitin g ABCD' s 
nominated bank' s Dolla r accoun t i n Countr y A  a s mentioned i n Article I X as 
follows:-

i) The valu e o f commoditie s t o b e exporte d fro m Countr y A  agains t confirmed , 
irrevocable, divisibl e an d transferabl e sigh t lette r o f credi t t o b e 
established b y ABCD . Al l suc h expor t L/ C shal l b e opene d i n favou r o f PTC 
through the designated ban k in Country A. 

ii) Loadin g and Inspection charge relating to the exports. 

iii) Norma l banking charges. 

iv) Maritim e freight , if any. 

ARTICLE XV 

The designate d ban k shal l be require d t o furnis h i n the firs t week of every 
month a  repor t (a s pe r proform a t o b e prescribed ) o n th e transaction s o n 
account o f both impor t an d expor t item s durin g th e preceding month, to the two 
parties t o this Arrangement. 
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ARTICLE XVI 

That whil e charge s fo r establishmen t o f th e lette r o f credi t wil l b e o n 
account o f th e buyer, charge s fo r negotiatio n an d confirmatio n i f required o f 
the L/C shall be on account of the beneficiaries. Charge s for extension/amendment 
of L/C shal l be on account of the party responsible fo r such extension/amendment. 

ARTICLE XVII 

That normall y n o Dolla r balanc e i n th e aforesai d accoun t maintaine d wit h 
designated ban k shal l be converte d int o an y othe r foreig n currenc y o r remitted 
outside Countr y A  an d imbalance , i f any , a t th e en d o f th e tenur e o f th e STA 
shall b e adjuste d throug h suppl y o f goods a s much a s possible. However, i f the 
Account i s no t full y balance d eve n after th e extensio n o f th e validity o f th e 
STA fo r certai n period , the n th e balanc e amoun t i s t o b e remitte d i n fre e 
foreign exchange. 

ARTICLE XVIII 

That ABC D shal l pa y t o th e PTC a  non-refundable commissio n o f th e value o f 
the goods exported from Country A whether those are purchased from PTC/Government 
Corporation o r fro m an y othe r agenc y o r partie s i n Country A . Suc h payment s 
are t o be made i n excess o f th e value o f eac h protoco l an d remitte d t o PTC o n 
quarterly basis. 

ARTICLE XIX 

That th e PT C unde r n o circumstance s shal l hav e an y liabilit y whatsoeve r i n 
connection wit h an d relatin g t o expor t o f th e good s indicate d i n Schedule "A " 
and regardin g price , quality , quantity , packages , grades , shipmen t schedule , 
etc. and/o r fo r completin g an d effectin g th e contract/contract s fo r expor t o f 
goods indicate d i n schedul e "A " excep t fo r thos e which ar e purchase d throug h 
and exported by the PTC. 

ARTICLE XX 

That ABC D shal l kee p th e PT C continuousl y informe d a s t o th e progres s o f 
shipment, prices , etc. o f good s an d commoditie s indicate d i n schedul e "A " and 
"B" o f this STA. 

ARTICLE XXI 

That al l letter s o f credit , invoice s an d othe r shippin g document s relatin g 
to expor t o f good s unde r th e ST A shal l bea r referenc e o f "PTC-ABCD " STA , 
dated 
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ARTICLE XXII 

That impor t an d expor t carg o generall y b e transporte d i n Countr y A  Fla g 
vessels. I n cas e o f non-availabilit y o f an y vesse l o f Countr y A  Fla g othe r 
vessels ca n be used by notifying PTC. 

ARTICLE XXIII 

That th e good s an d commoditie s specifie d i n Schedul e "A " an d "B " and th e 
value show n agains t eac h ite m or grou p of item s shal l not be amended excep t by 
mutual agreemen t between the contracting parties. 

ARTICLE XXIV 

That notwithstandin g anythin g contained i n any contract and/o r th e contract s 
to be executed betwee n th e parties pursuan t t o this Specia l Trading Arrangement 
for th e du e fulfilmen t o f thi s Arrangemen t revie w meetin g wil l b e hel d i n 
Country A  betwee n th e tw o partie s onc e i n ever y si x month s fro m th e dat e o f 
execution o f thi s Arrangemen t an d an y imbalanc e i n th e export fro m the import s 
into Countr y A  pursuan t t o th e contract s an d othe r unforeseen problem s i f any, 
under thi s Arrangement, shall be resolved or settled b y mutual negotiation. 

ARTICLE XXV 

That al l questions , disputes an d difference s relatin g t o and arising out of 
this Arrangemen t and/o r th e contract s t o b e execute d pursuan t t o thi s 
Arrangement o r i n any wa y coverin g i t shal l be amicabl y settle d b y th e partie s 
by mutua l negotiations . Shoul d suc h negotiation s fail , th e matte r shal l b e 
referred t o tw o arbitrators , each part y nominatin g on e o f them . I n cas e th e 
two arbitrators fai l t o agree amon g themselves , the matter shal l be referred t o 
a common umpire whose decisions shal l be fina l and bindin g upon the parties and 
in case th e tw o arbitrators fai l to agree on a common umpire, the Internationa l 
Chamber o f Commerc e Londo n ma y b e requeste d b y eithe r part y t o designat e a n 
umpire and such designation shal l be final. 

Such arbitratio n shal l tak e plac e i n Countr y A  i n accordanc e wit h th e 
Municipal Law s o f Countr y A  an d th e partie s shal l bea r thei r ow n cost s 
themselves. Th e contract s t o b e execute d pursuan t t o thi s ST A an d Protoco l 
shall be interprete d an d construed with specia l reference t o this Arrangement. 

This Arrangemen t (Protoco l an d STA ) i s signe d o n th e da y o f 
19 i n tw o origina l copie s i n Englis h language , bot h o f whic h ar e equall y 
authentic. 
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SIGNED 

(FOR ABCD) 
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WITNESSES 

FOR PARASTATAL 
TRADING CORPORATION OF COUNTRY A 

1. 

2. 



EXPORTS FROM COUNTRY A SCHEDULE "A " 

S1. 
No. Nam e of the Commodity 
1. Fibre s and related product s 
2. Shrimps/Frozen/Marin e foo d 
3. Te a (loose ) 
4. Te a (packet ) 
5. Hide s and Skins 
6. Fruit s and Vegetables 
7. Whea t and Rice Bran (anima l 

food) 
8. Rap e Seed Extracts 
9. Spice s 
10. Hardboar d 
11. Cellophan e 
12. Soa p and Detergent s 
13. Stainles s Steel Cutlery 
14. Electri c Switc h & Appliances 
15. Carpet s 
16. Readymad e Garment s 
17. Specialise d Textile s 
18. Hosier y Product s 
19. Electri c Wires and Cables 
20. Handicraft s 
21. P.V.C . Pipes 
22. Potat o 
23. Cerami c Product s 
24. Crushe d Bone s 
25. Leathe r Goods includin g 

Footwear an d Handbags 
Total 

Value ceilin g in 
Million US Dollar 

2.20 
0.50 
0.45 
0.55 
0.50 
1.00 

0.30 
0.50 
0.20 
0.20 
0.10 
0.10 
0.10 
0.10 
0.60 
1.00 
0.10 
0.10 
0.20 
0.30 
0.10 
0.10 
0.10 
0.20 

0.40 
10.00 milliot 

IMPORT INT O COUNTRY A: SCHEDULE "B" 
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S1. 
No. 

1. 
2. 
3. 
4. 
5. 

6. 
7. 

Name of the Commodity Valu e Ceiling in 
Million US Dollar 

Dyes and Chemicals 
Drugs and Medicines 
Pharmaceutical Raw Materials 
X-Ray Fil m 
Electromedical Hospita l 
Equipment includin g X-Ray Machin e 
Milk Food Ful l Cream 5 lbs. tin 
Pesticides 
Total 

1.50 
4.00 
3.00 
0.25 

0.25 
0.70 
0.30 
10.00 Million 



4. Exampl e of Interban k Agreement (fro m private source) . 
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INTERBANK AGREEMENT 

THIS INTERBAN K AGREEMEN T ha s bee n made o n th e da y o f 1 9 
between 

1) The National Ban k of country X 
(hereinafter calle d "NBX") ; and 

2) Bank of Y 
(hereinafter calle d "BY" ) 

Pursuant t o Articl e 5  and othe r relevan t article s o f th e "Trad e Agreement " 
dated betwee n Messrs . th e Trading Corporatio n o f X  (hereinafter calle d 
"TCX") an d Messrs . The Ban k o f Y  (hereinafte r calle d "BY" ) NBX an d B Y hav e 
agreed upon the following: -

Article 1 
1.1. Fo r recordin g an d settlemen t o f th e payment s relate d t o th e mutua l 
deliveries o f good s t o b e mad e unde r th e Trad e Agreemen t and , subjec t t o th e 
provision se t fort h hereunder , NB X an d B Y wil l eac h establis h a  specia l 
settlement accoun t (th e "Trad e Account" ) i n U.S. Dollar s which wil l work on a 
yearly basis . Th e Trad e Accoun t wil l recor d credi t an d debi t entries , as th e 
case ma y be , comin g fro m th e receip t an d paymen t o f delivered good s accordin g 
to the provisions of this Interban k Agreement. 

1.2. Al l payment s ar e t o be made without actua l transfe r o f fund s subject to 
the provisions se t forth i n Article 5 . 

1.3. Th e balanc e recorde d o n th e Trad e Accoun t ma y no t a t an y tim e excee d 
the maximum leve l of US$ 1 0 million either t o the credit or to the debit. Whe n 
outstanding balanc e o n th e Trad e Accoun t tend s t o reac h th e maximu m leve l 
referred t o i n thi s Article , th e ban k recordin g th e impor t surplu s shal l 
temporarily suspen d openin g o f fres h impor t letter s o f credi t unde r thi s 
Agreement, unles s otherwis e mutuall y agree d t o a s a  specia l case , while th e 
concerned contractin g partie s tak e step s t o expedit e transaction s s o tha t th e 
imbalance i s reduced t o the minimum. 

Article 2 

2.1. Th e balanc e recorde d o n th e Trad e Accoun t wil l bea r interes t a t th e 
London Interban k Offere d Rat e quote d fo r on e month U.S . Dollar deposit s i n the 
London Eurodolla r Marke t a t 11.0 0 a.m. Londo n tim e on th e firs t working day of 
each calenda r month , a s reporte d i n th e Reuters' ticke r (Reute r Money Report) . 
Such rat e shal l b e applie d t o th e abov e state d dail y balanc e unti l th e nex t 
revision o f th e rate , whic h wil l occu r o n th e firs t workin g da y o f th e 
immediately followin g calenda r month. 

2.2. Th e computatio n o f interes t will be made o n th e basis o f a 360 day year 
and th e actua l numbe r o f days elapse d an d shal l commence o n such value date as 
referred t o in Article 3.4 . 
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2.3. Th e interes t wil l b e calculate d b y NB X an d recorde d o n a  quarterl y 
basis without deductio n fo r any present o r futur e taxes , levies or withholdings 
of an y natur e no w o r hereafte r impose d b y an y taxin g authorit y i n a  separat e 
account t o be designated a t th e "Interest Trade Account", which NB X and BY will 
each establis h i n U.S. Dollars, within thirt y (30 ) days fro m the end of 
and ever y quarte r thereafter . Withi n twent y (20 ) day s fro m th e en d o f eac h 
quarter, NBX will furnis h a  statement o f interes t due , which wil l be confirme d 
by BY within te n (10 ) days fro m their receip t o f such statement by NBX, and the 
balance o f th e "Interes t Trad e Account " wil l b e transferre d t o th e "Trad e 
Account" at th e end of one year or at th e expiry of this Interban k Agreement i n 
order t o b e settle d pursuan t t o Articl e 5  o f thi s Interban k Agreement . 
However, i n th e event thi s Interban k Agreemen t expire s o n a day other tha n the 
day a t th e end o f a  quarter, the interes t accrue d thereo n but no t ye t recorde d 
pursuant heret o wil l b e recorde d a s o f th e expiry o f thi s Interban k Agreemen t 
directly i n th e Trade Accoun t withi n thirt y (30 ) days fro m th e expir y o f thi s 
Interbank Agreement , suc h accrue d interes t t o b e calculate d b y NB X withi n 
twenty (20 ) days fro m th e expir y o f thi s Interban k Agreemen t an d confirme d b y 
BY withi n te n (10 ) day s fro m thei r receip t o f th e statemen t whic h wil l b e 
furnished b y NB X withi n twent y (20 ) day s fro m th e expir y o f thi s Interban k 
Agreement. 

Article 3 

3.1. Accordin g t o the provision s o f thi s Interban k Agreement, the settlemen t 
of paymen t o f delivere d good s wil l b e effecte d i n conformit y wit h th e 
commercial contract s separatel y conclude d withi n a  scope of th e Trade Agreemen t 
by mean s o f th e irrevocabl e documentar y letter s o f credi t (th e "Letter(s ) of 
Credit" or the "L/C(s)", as the case may be). 

3.2. Th e valu e o f th e good s exporte d fro m countr y X  shal l b e o n FO B basi s 
and of those importe d int o country X on FOB/C&F basis, as the case may be. 

3.3. Th e Lette r o f Credi t opene d b y NB X o r B Y i n order o f TCX and/o r othe r 
Public/Private enterprise s o r (and/o r it s nominees ) respectivel y wil l 
restrict th e negotiation o f th e draft, which i s to be drawn on TCX and/or 
(and/or it s nominees ) respectivel y unde r th e Lette r o f Credi t an d payabl e a t 
sight fo r negotiation, to the counters of BY or NBX as the case may be, against 
documents i n ful l complianc e wit h th e term s an d condition s o f th e Lette r o f 
Credit. 

3.4. Th e negotiatin g ban k wil l recor d a  debi t entr y i n th e Trad e Accoun t 
maintained b y them , unde r advic e b y tele x t o th e L/ C issuin g ban k o f (i ) the 
L/C referenc e number , (ii ) th e amoun t o f th e draft draw n an d negotiate d unde r 
the Letter o f Credi t an d (iii ) the value dat e being th e date o f negotiation of 
the draf t presente d unde r th e Lette r o f Credi t an d th e L/ C issuin g ban k wil l 
record wit h th e sam e valu e dat e a  credit entry i n the Trade Account maintaine d 
by the m i n a corresponding amount ; provided tha t th e credit o r debit entries to 
the Trade Accoun t durin g th e currenc y o f thi s Interban k Agreement shal l not be 
recorded afte r th e dat e whic h i s fiftee n (15 ) days befor e th e expir y o f thi s 
Interbank Agreement. 
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3.5. Al l ban k charge s an d commission s incurre d b y NB X an d B Y i n connectio n 
with thi s Interban k Agreemen t an d th e Letter s o f Credi t wil l b e born e b y TC X 
and/or (and/o r it s nominees) respectively an d shall not be recorded 
in the Trade Account nor th e Interest Trade Account. 

3.6. Th e responsibilit y o f NB X an d B Y unde r thi s Interban k Agreemen t wit h 
respect t o receiving , handlin g an d controllin g document s unde r an d i n 
connection wit h eac h Lette r o f Credi t a s well a s any other handling operation s 
related theret o shal l b e governe d b y th e provision s o f th e Uniform Customs and 
Practice fo r Documentary Credit s (Revisio n 198 3 IC C Publication No . 400) or its 
subsequent revisions. 

3.7. I n the case of exports fro m country X  the National Shippin g Corporatio n 
may hav e th e firs t righ t o f refusa l subjec t t o competitiv e freigh t rate s an d 
availability of vessel. 

Article 4 

4.1. Al l invoice s a s wel l a s al l bankin g correspondenc e o n an y document s 
regarding th e transaction s unde r thi s Interban k Agreemen t wil l b e expresse d i n 
U.S. Dollars and will be marked "TC X Agreemen t o f 19... " 

Article 5 

5.1. I n th e even t tha t ther e remain s an y balanc e o n th e "Trad e Account " as 
of th e expiry o f thi s Interban k Agreement, which include s all interest s accrued 
up t o tha t expiry , b y mutua l writte n consen t o f NB X an d B Y thi s Interban k 
Agreement shal l be extended fo r 90 days t o facilitate reductio n o f such balance 
through deliver y o f good s an d b y adjustment , i f necessary i n individua l ite m 
ceilings, by mutual co-operation. 

5.2. Th e balanc e recorde d o n th e Trad e Accoun t a s o f th e en d o f suc h 
extended period , whic h include s al l interes t accrue d u p t o th e en d o f tha t 
period, will b e settle d betwee n NB X an d B Y through actua l transfe r o f fund s in 
U.S. dollar s t o suc h accoun t a s designated b y th e relevant bank, such transfe r 
to be made within a  period o f fort y (40 ) days o f the end of that period or such 
other perio d a s mutually agree d betwee n NB X an d B Y provide d tha t suc h balanc e 
recorded i n the Trade Accoun t shal l bear interes t a t th e same rate set forth in 
Article 2  hereo f unti l th e settlemen t o f th e Trad e Accoun t ha s bee n mad e 
pursuant hereto ; suc h accrue d interes t shal l b e pai d b y actua l transfe r o f 
funds i n U.S . Dollar s t o th e sam e designate d accoun t a s above , simultaneousl y 
with th e settlement o f the Trade Account. 

5.3. Notwithstandin g anythin g containe d i n thi s Agreement , th e fina l cas h 
settlement i n U.S. Dollars unde r Articl e 5.2 . abov e shal l not exceed th e limi t 
of 5 million U.S. Dollars (US$5,000,000) . 
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Article 6 

6.1. NB X an d B Y will furnis h t o each othe r a  monthly statemen t o f th e Trade 
Account an d th e Interes t Trad e Accoun t withi n te n (10 ) days afte r th e en d o f 
each calenda r month , provide d tha t i n th e event thi s Interban k Agreement shal l 
expire o n a  da y othe r tha n th e da y a t th e en d o f an y calenda r mont h suc h 
statement shal l b e furnishe d withi n te n (10 ) day s afte r th e expir y o f thi s 
Interbank Agreement. 

6.2. Unless , withi n twent y (20 ) day s afte r th e receip t o f th e respectiv e 
statement, eithe r ban k notifie s th e othe r ban k b y tele x o f thei r comment s o n 
the abov e statemen t t o th e contrary , suc h statemen t wil l b e considere d 
accepted. 

Article 7 

7.1. Eac h o f NBX and B Y hereby covenants tha t i t has th e power t o enter int o 
this Interban k Agreemen t an d has take n all necessary corporat e o r other actio n 
in connectio n herewith , an d ha s obtaine d al l necessar y governmenta l approval s 
necessary t o authoris e th e executio n an d performanc e o f thi s Interban k 
Agreement. 

Article 8 

8.1. I f a t an y tim e an y provisio n hereo f shoul d b e o r becom e illegal , 
invalid o r unenforceable , neither th e legalit y no r validit y no r enforceabilit y 
of th e remainin g provision s hereunde r shal l i n any wa y be affected o r impaire d 
unless suc h provision s ar e considere d essentia l wit h regar d t o th e validity o r 
performance o f thi s Interban k Agreement . Shoul d unforesee n difficultie s aris e 
in connectio n wit h an y bankin g operation s relate d hereto , th e affecte d part y 
may propos e th e appropriate solutio n thereof , and by mutual written consen t any 
necessary change s shal l b e incorporate d i n thi s Interban k Agreemen t an d shal l 
thereafter constitut e an integral part of this Interban k Agreement. 

Article 9 

9.1. I n th e even t tha t an y paymen t t o b e mad e hereunde r shal l b e mad e 
subject t o an y taxes , levie s o r charge s (hereinafte r collectivel y calle d th e 
"Charges") such Charges shal l be absorbed b y th e paying bank i n order t o ensure 
that th e othe r ban k receive s a  ne t amoun t i n U.S . Dollars equa l t o th e ful l 
amount which i t would have receive d ha d paymen t no t been made subjec t t o any of 
such Charges. 

Article 1 0 

10.1. An y amendment , i n whole o r i n part, of thi s Interban k Agreement may be 
made only by mutual written consent of NBX and BY. 
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Article 1 1 

11.1. An y notice , request, instructio n o r statemen t mad e o r give n i n respec t 
of thi s Interban k Agreemen t b y eithe r o f NB X an d B Y shal l b e i n writing an d 
duly signe d b y it s authorised office r o r by authenticate d telex , provided tha t 
in cas e suc h notice , request o r instructio n i s made or given by telex it s mail 
confirmation must be always followed. Al l such notices, requests, instructions, 
statements o r othe r communication s t o o r upo n th e respectiv e partie s heret o 
shall be deemed t o have been duly given and made. 

(a) at the time of delivery, if delivered b y hand, 
(b) on despatch, if given or made by telex (wit h confirmed answerback), or 
(c) seve n (7 ) day s afte r bein g mailed , i f sen t b y airmail , t o th e part y t o 
which suc h notice , request , instruction , statemen t o r othe r communicatio n i s 
required o r permitte d t o b e give n o r mad e unde r thi s Interban k Agreemen t 
addressed a s follows:-

(i) If to NBX 
Mailing Address 

Attention 

Telex No. 

Telegram 

(ii) If to BY 
Mailing Address 

Attention 

Telex No. 

(iii) With respec t t o th e Letter s o f Credit, all communications shal l be made 
to such addresses as specified i n each Letter of Credit 

or t o suc h othe r addres s a s either o f th e partie s hereto may hereafter specif y 
in writing t o th e othe r party . NB X an d B Y may designat e additiona l addresse s 
for particula r communication s a s required fro m time t o time, and may change any 
address, by notice given ten (10) days i n advance of such additions or changes. 

Article 1 2 

12.1. Al l correspondenc e relatin g t o thi s Interban k Agreemen t shal l be made i n 
English. 

Article 1 3 

13.1. Neithe r NB X no r B Y may assig n an y o f thei r right s o r benefit s o r thei r 
obligations unde r thi s Interban k Agreemen t t o an y thir d part y withou t prio r 
written consent of the other party . 
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Article 1 4 

14.1. NB X an d B Y agree tha t thi s INTERBAN K AGREEMENT i s entered int o fo r the 
implementation o f th e transactio n contemplate d unde r th e Trade Agreemen t whil e 
the INTERBAN K AGREEMEN T i s i n it s natur e an d effec t separat e fro m th e Trad e 
Agreement, and tha t an y reference t o the Trade Agreement shal l be considered t o 
be mad e onl y fo r th e purpos e o f clarification . Bot h bank s furthe r agre e tha t 
this Interban k Agreemen t constitute s th e entir e agreemen t betwee n the m i n 
connection with th e implementatio n o f th e Trade Accoun t an d th e Interes t Trad e 
Account, an d tha t thei r right s an d obligation s arisin g therefro m shal l b e 
determined only on the basis of the terms and conditions contained herein. 

Article 1 5 

15.1. Thi s Interban k Agreemen t shal l b e governe d b y an d construe d i n 
accordance with th e laws of England. 

Article 1 6 

16.1. I n th e cas e o f an y disput e arisin g fro m th e implementatio n o f thi s 
Agreement th e matte r shal l firs t b e brough t t o th e attentio n o f th e highes t 
management o f th e tw o participatin g bank s fo r settlemen t and , i f not resolved , 
shall be finall y settle d unde r th e rule s of Conciliation an d Arbitration of the 
International Chambe r o f Commerc e b y on e o r mor e arbitrator s appointe d i n 
accordance with th e said Rules, and such arbitration shal l take place i n Paris. 

Article 1 7 

17.1. Thi s Interban k Agreemen t shal l b e effectiv e fro m th e dat e o f it s 
signing an d wil l remai n i n forc e unti l on e yea r afte r th e dat e o f it s signin g 
or unti l th e Trad e Agreemen t expire s o r i s terminate d o r cancelle d fo r an y 
reason, unless otherwise mutually agree d i n writing between NBX and BY. 

17.2. Thi s Interban k Agreemen t ha s bee n mad e an d signe d i n Englis h i n 2 
copies, both being equally authentic. 

In WITNES S WHEREO F eac h o f th e partie s heret o ha s cause d thi s Interban k 
Agreement t o be duly executed b y it s duly authorise d office r a s of the da y 
of 1 9 

For and on behalf of Fo r and on behalf of 
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Appendix 3 ANNOTATE D BIBLIOGRAPH Y 

A vas t literatur e o n countertrad e ha s arise n i n the last fe w years but much 
of i t i s repetitive , expensiv e an d almos t exclusivel y concerne d wit h th e 
subject fro m the point of view of industrialised countries . 

This bibliograph y doe s no t se t ou t t o b e comprehensiv e but , instead , i s 
selective i n term s o f conten t likel y t o be valuabl e t o intereste d partie s i n 
developing countries. 

ACECO -  ASSOCIATIO N POU R L A COMPENSATIO N DE S ECHANGE S COMMERCIAU X (1983) . 
Practical Guide t o Countertrade. Paris. 149pp. 

Describes th e variou s form s o f countertrad e an d th e reason s fo r it s recen t 
growth an d development. Th e main emphasi s i s on contractual considerations and 
methods o f avoidin g som e o f th e pitfall s inheren t i n thi s for m o f trading . 
Also include d ar e brief synopse s of various countr y policies. 

AGARWALA P.N . (1985 ) Countertrad e Policie s an d Practice s o f Selecte d Asia n 
Countries and Their State Trading Organisations. 92pp. Geneva. UNCTAD. 

Report base d o n discussion s wit h th e Ministries , Directorate s an d othe r 
organisations i n India , Indonesia , Malaysia, Thailand, Philippines, Singapore, 
Hong Kong , Banglades h an d Nepal . Include d i n th e repor t ar e assessment s o f 
performance o f countertrade i n meeting objective s an d th e effects o n prices and 
trade with a conclusion evaluating the success of countertrade and recommendations 
for the future. 

ASTRO -  INTERNATIONA L ASSOCIATIO N O F STAT E TRADIN G ORGANISATION S O F DEVELOPIN G 
COUNTRIES (1986 ) Complementar y Manua l o f Comprehensiv e Referenc e Servic e o n 
Countertrade. Lljubljana . 408pp. 

The manual wa s produce d t o accompan y th e ASTRO publicatio n (i n tw o volumes) of 
countertrade countr y profiles . I t discusse s i n som e detai l th e followin g 
procedures whe n enterin g int o countertrade : negotiation s an d contractua l 
considerations, financin g o f countertrade , insuranc e an d discounting . Als o 
included ar e discussion s o n variou s specialis t area s o f countertrade , 
particularly buy-back arrangements and switch trading. 

BUSINESS INTERNATIONAL . Exploring Countertrade Opportunities. 56pp. 

Concise descriptiv e repor t o n th e reason s behin d th e curren t upsurg e i n 
countertrade, th e variou s response s adopte d b y developin g countrie s an d 
multinational corporation s an d th e mechanism s behin d variou s form s o f 
countertrade. Throughou t th e report ther e ar e references t o the advantages and 
disadvantages o f using countertrad e t o fulfi l economi c objectives . Th e repor t 
is aimed principally a t the private business sector. 
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BUSINESS INTERNATIONA L (1984 ) Exploring Countertrad e Opportunitie s i n Africa . 
166pp. Geneva. Business Internationa l 

From th e poin t o f vie w o f companie s base d i n industrialise d countries , thi s 
report describe s th e climat e fo r countertrad e i n Africa . I t review s th e 
policies of the major countrie s and provides contacts and addresses. 

ECE (1986 ) Guide o n Drawin g U p Internationa l Contract s fo r Compensatio n Base d 
Transactions. Geneva. U.N. Economic Commission for Europe. 27pp. 

A step-by-ste p guid e t o th e majo r consideration s involve d i n producin g a 
contract fo r a  counterpurchas e dea l wit h explanation s a s t o wh y specifi c 
clauses need t o be included . A  ten page annex provides a model counterpurchas e 
contract between the principal parties. 

HODARA, I . (1985 ) Countertrade -  Experiences o f som e Lati n American Countries. 
49pp. Geneva. UNCTAD. 

Brief introductio n o n th e forms , th e motivation s for , an d th e cost s o f 
countertrade followe d b y a  mor e in-dept h descriptio n o f th e experience s o f 
Argentina, Brazil and Hungary. 

JONES S.F . (1984 ) North/Sout h Countertrade : Barte r an d Reciproca l Trad e wit h 
Developing Countries . The Economis t Intelligenc e Unit , Special Report No . 174. 
London. The Economist Publications. 97pp. 

This repor t describe s th e growt h o f countertrad e wit h developin g countrie s i n 
the contex t o f worl d trade . I t als o examine s attitude s an d policies , an d 
identifies the beneficiaries of countertrade transactions. A  fairly comprehensive 
discussion of th e developing countrie s involve d i n the practice , as well as the 
products tha t have been countertraded, is included. 

KOPINSKI T.C . &  NEUBAUE R K . Eds . (1984) . Threat s an d Opportunitie s o f Globa l 
Countertrade Marketing , Financin g an d Organisationa l Implications . Geneva . 
Business International . 

A summar y o f th e reason s behin d countertrad e fro m th e viewpoin t o f al l th e 
major player s i s followe d b y a  discussio n o f th e variou s technique s employe d 
from a  practical viewpoint. Include d i s a section o n developin g a  countertrad e 
strategy. Th e fina l sectio n o f th e repor t review s ho w countertrad e i s 
developing i n Thir d Worl d countries . Th e mai n beneficiarie s o f thi s repor t 
would b e privat e companie s i n develope d countrie s a s th e emphasi s i s o n 
overcoming likely difficulties suc h organisations are likely to face. 

KOPINKSI T.C . (1987 ) Countertrad e Policie s an d Practice s b y Selecte d Africa n 
and Latin American Countries. Geneva. UNCTAD. 51pp. 

Following a  shor t discussio n o f th e rational e behin d curren t countertrad e 
policies adopte d b y developin g countrie s an d th e impac t o f th e practic e o n 
trade flow s an d pricing , th e pape r goe s o n t o discus s curren t practice s i n 
selected Africa n and Latin American countries . The fina l section discusse s som e 
of th e implication s o f countertrad e an d make s som e recommendation s fo r th e 
future. 
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MANUFACTURERS HANOVER TRUST CO. (1983) Countertrade: Latin America. 78pp. 

Overview o f th e countertrad e environmen t i n 1 2 Lati n America n countries . 
Included i s a short summar y and history of countertrade, prevailing countertrad e 
requirements an d practices , eac h country' s primar y tradin g partner s an d th e 
products available fo r countertrade. 

MANUFACTURERS HANOVER TRUST CO. (1984) Countertrade Asia/Pacific. 

Follows a similar forma t to that described above for 11 of the major Asia/Pacific 
countries excluding Japan. 

MIKTON J.R . (1987) . A n Overvie w o f Industria l Compensatio n Arrangement s i n 
East-West an d North-Sout h Trade : A  Cas e Histor y Approach . A  pape r fro m th e 
Asian Regiona l Worksho p o n Industria l Co-operatio n an d Trade Expansio n throug h 
Buy-back Arrangements. Bangkok. 39pp. 

A brie f introductio n t o th e histor y an d structur e o f East-Wes t buy-bac k 
arrangements an d a  discussio n regardin g th e financin g an d administratio n 
involved i n establishin g suc h arrangements , base d o n specifi c examples . 
Throughout th e pape r som e reference s ar e mad e t o developing countrie s an d ho w 
procedures ma y diffe r i n thos e countries . A fe w brie f example s o f North-Sout h 
buy-back deals are described. 

ORGANISATION FO R ECONOMI C CO-OPERATIO N AN D DEVELOPMEN T (1985 ) Countertrade : 
Developing Country Practices. Paris. OECD. 40pp. 

A shor t revie w o f th e reason s behin d th e risin g volum e o f countertrad e bein g 
undertaken by developing countries . The book examine s th e motivation an d extent 
of countertrade practice s with som e comment s a s t o its viability a s a mechanism 
for solvin g som e o f th e economi c difficultie s encountere d b y developin g 
countries. Ther e i s also a short listin g of countertrade transactions . 

OUTERS-JAEGER I . (1979 ) Th e Developmen t Impac t o f Barte r i n Developin g 
Countries. Paris. OECD. 12 9 pp. 

This boo k i s base d o n a  numbe r o f cas e studie s o n th e impac t o f barte r an d 
barter trad e o n th e economie s o f Egypt , India , Ghana , Sr i Lank a an d Nepal , 
undertaken i n 1977 . Apar t fro m thi s comparativ e analysi s i t provide s a 
theoretical discussion an d genera l overview of th e role of barter-like trad e in 
developing countries ' foreig n trade . It was aimed at providin g polic y maker s in 
developing countrie s with practica l insight s int o th e prospects an d problem s o f 
this for m of trading. 

RUBIN S.M.(1986) The Business Manager's Guide to Barter, Offset and Countertrade. 
The Economis t Intelligenc e Uni t Specia l Repor t No . 243 . London. The Economis t 
Publications. 137 pp. 

Mainly aime d a s a  guid e t o Wester n businessme n face d wit h countertrad e 
proposals fro m prospectiv e trad e partners , th e repor t describe s th e variou s 
forms o f countertrad e an d provide s guidanc e o n ho w t o dea l wit h it . Als o 
included ar e outline s o f th e countertrad e policies , objective s an d mechanism s 
for 1 6 selected countrie s includin g 1 0 developing countries. 
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UNCTAD (1986 ) Consideration o f th e Presen t Situatio n an d Curren t Problem s i n 
the Fiel d o f Trad e Financing . Trad e Financin g fo r Developin g Countries : Som e 
Aspects of Current Difficultie s and Policy Responses. Geneva. UNCTAD. 71 pp. 

Discussion o f financin g an d payment s a s a  resul t o f th e internationa l deb t 
crisis includin g a short sectio n on the pressures t o engage i n countertrade. 
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Appendix 4 SPECIALIS T PERIODICAL S 

1. Countertrade an d Offset Intelligenc e 
P.O. Box 2, Chipping Norton, Oxford 0X7 5QX, U.K. 

- Monthl y Newslette r 
- Principall y a  newslette r containin g brie f article s o n recen t event s an d 

deals world-wide . Eac h issu e contain s a  featur e describin g i n greate r 
detail a specific aspect of countertrade. 
Annual Subscriptio n US$295 (£20 5 U.K. ) 

2. Corporate Barte r &  Countertrade 
Box 3034 , Mission Viejo, CA 92690, U.S.A. 

- Monthl y Newslette r 
Newsletter outlinin g recen t deal s an d polic y changes . The emphasi s o f th e 
publication i s ver y muc h o n U.S . companies , U.S . polic y an d ho w changin g 
economic pattern s are likel y t o affect these. 

3. Countertrade &  Barter , publishe d b y Meta l Bulleti n Journal s Ltd . Meta l 
Bulletin P l c , Par k House , Park Terrace , Worcester Park , Surrey, KT4 7HY , 
U.K. 

Bi-monthly publicatio n 
- Successo r t o Countertrad e an d Barte r Quarterly . Thi s magazin e contain s 

specific countertrad e relate d article s produce d b y both th e editorial staf f 
and thos e involve d i n th e practica l organisatio n an d implementatio n o f 
countertrade deals . Articles providin g specifi c countr y an d compan y profile s 
or analyse s o f specifi c technique s ar e ofte n included . Regula r feature s 
include book reviews and conference dates and venues. 

Subscription rate s £40:$65 ; U.K . an d Oversea s Searaail ; £51:$8 3 Airmai l 
Europe; £52:$84.5 0 Airmai l Nort h Afric a an d th e Middl e East . £56:$9 1 
Airmail Nort h an d Sout h America , Sub-Sahara n Africa , Indi a an d Pakistan . 
£58:$94 Airmail Australasia an d Far East. 

4. Countertrade Outloo k 
D.P. Publications Co . P.O . Box 3141 Alexandria, VA 2230 3 U.S.A. 

- Weekl y Newslette r 
Describes latest developments in worldwide countertrade activity, concentrating 
on deal s an d policies . Emphasis i s place d upo n th e various partie s activel y 
involved i n each transaction . 
Annual subscription, US$384 and air mail charges. 
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Other publication s regularl y containing articles on countertrade include : 

Financial Times 
Euromoney Trade Finance Report 
South Magazine 
The Economist 
Middle East Economic Diges t 
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Appendix 5 SHOR T PROFILES OF THE COUNTERTRADE SYSTE M IN SELECTED COUNTRIES 

Short profile s are presente d i n this appendix of th e countertrade system s in 
four countries: 

(i) Indi a 
(ii) Indonesia 
(iii)Malaysia 
(iv) Zimbabwe 

In th e cas e o f Indonesia , th e profil e include s copie s o f a  numbe r o f 
documents which relat e t o that country's countertrade system . 

The informatio n concern s th e policies and practice s which were applicable i n 
each countr y i n th e earl y par t o f 198 7 and , clearly , thes e ma y chang e ove r 
time. 

No attemp t i s made i n thes e profile s t o present a  critical appraisa l o f the 
policies i n th e countrie s concerned , whic h woul d b e inappropriat e fo r thes e 
guidelines, but simply t o give a guide t o the countertrade approache s adopted. 
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1. INDIA 

In many respects , Indi a ma y b e considere d well-suite d t o countertradin g o n 
the basis of th e criteria which wer e suggeste d i n Section 2.3 . Th e country has 
a substantia l an d diversified production/expor t base , a large impor t absorptio n 
capacity, a  relatively stron g financia l positio n an d i t import s a  larg e numbe r 
of good s an d project s o n commercia l terms , thereb y offerin g opportunitie s fo r 
making countertrad e demand s t o suppliers . Indi a als o ha s establishe d 
organisations i n th e tradin g an d bankin g sectors . Indi a i s involved i n a wide 
range o f type s o f countertrad e includin g bilatera l trad e an d payment s 
agreements, militar y offset , counterpurchas e an d barter-typ e deals . Indi a wa s 
also involve d i n a number o f STAs i n the 1960 s and 1970s ; this policy was later 
abandoned bu t som e negotiation s o n startin g ne w STA s wit h majo r internationa l 
trading houses began again in 1987. 

The governmen t departmen t wit h responsibilit y fo r countertrad e matter s i s 
the Ministr y o f Commerce . Th e tradin g responsibilitie s withi n countertrad e 
deals ar e mostl y handle d b y tw o larg e parastata l organisations , th e Stat e 
Trading Corporatio n (STC ) an d th e Mineral s an d Metal s Tradin g Corporatio n 
(MMTC). 

India has quite a  lon g history o f involvemen t i n bilateral trad e agreements, 
particularly wit h Easter n blo c countries . Th e lon g ter m trad e an d payment s 
agreements ofte n ru n fo r a  perio d o f fiv e year s an d includ e reference s t o a 
general lis t o f product s an d indicativ e values . Additionally , ther e ar e 
usually annua l trad e protocol s whic h specif y actua l product s an d quantitie s t o 
be traded . Actua l price s pai d are usually fixe d at th e time of contract. Som e 
of the agreements operate throug h Rupee accounts. 

India ha s operate d a  counterpurchas e syste m fo r som e tim e fo r product s 
imported by STC and MMTC. However , a considerable expansion of the counterpurchase 
system appears likely following the announcement in January 1987 of counterpurchase 
being include d a s a n optio n fo r al l publi c secto r (non-ai d funded ) imports by 
all organisations , rathe r tha n solel y ST C an d MMTC. I n other words , Indi a i s 
planning t o use it s purchasing powe r t o make foreig n suppliers tak e more India n 
goods. However , th e syste m i s no t mandator y bu t i s base d o n a  tende r optio n 
system, whereby foreig n supplier s tenderin g fo r India n contract s ca n includ e a 
willingness t o counterpurchase a s part of their overall bid. The counterpurchas e 
commitment, a s a  percentag e o f contrac t value , i s variabl e accordin g t o th e 
offer mad e b y th e supplie r an d th e India n Government' s requirement s i n 
particular cases . I n earl y 198 7 th e syste m wa s onl y jus t beginnin g t o operat e 
and ther e was stil l a  little uncertainty abou t which India n product s were t o be 
allowed fo r export . Destination s fo r th e India n export s ar e ofte n no t 
specified. Penalt y clause s fo r non-performanc e b y foreig n supplier s ar e mostly 
in the range of 3-5 per cent. 

A "weightage " syste m i s operate d whereb y th e exten t o f th e counterpurchas e 
obligation me t depend s o n th e typ e o f product s exported ; fo r example , a  $ 5 
million dolla r counterpurchas e obligatio n ma y b e satisfie d b y takin g ou t $1 0 
million of primary products or $2.5 million of engineering goods. 
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In additio n t o th e type s o f countertrad e alread y mentioned , ther e ar e als o 
many a d hoc transactions , often of th e barter type , involvin g th e use of escrow 
accounts. I n a  numbe r o f case s th e partner s fo r suc h deal s hav e bee n othe r 
developing countries . India' s ai m i n suc h deal s i s to achieve som e additiona l 
exports, includin g constructio n contracts , an d th e destinatio n o f th e India n 
exports i s usually specified . 
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2. INDONESI A 

In 198 2 th e Governmen t o f Indonesi a decide d t o issu e counterpurchas e 
regulations fo r linkin g government procurement s exceeding 50 0 million Rupiah i n 
value wit h exports , excludin g petroleu m an d natura l gas . Import s finance d 
through sof t loan s an d loan s an d credit s throug h th e Worl d Bank , th e Asia n 
Development Bank , etc . wer e als o exempted . A  cop y o f th e guideline s i s 
attached. 

When a n exporte r tender s fo r governmen t contract s h e i s als o oblige d t o 
submit a  Letter o f Undertaking . Thi s declare s tha t th e applican t i s willing, 
either directly or through a third party, to accept a 100 per cent counterpurchase 
based o n th e valu e o f hi s export s t o Indonesia . ( A cop y o f thi s Lette r o f 
Undertaking i s attached.) Thi s document determine s th e way countertrade ha s to 
be effected . Th e product s fo r expor t fro m Indonesi a throug h countertrad e ar e 
specified i n a  numbe r o f list s produce d b y th e Departmen t o f Trade, entitle d 
Books A.l, A.2, B.l, B.2. 

On acceptanc e o f th e tender , th e Departmen t o f Trade accept s th e Letter o f 
Undertaking wit h a  Lette r o f Approval . Onc e th e exporte r ha s receive d suc h 
approval, th e Departmen t o f Trad e require s th e partne r country/compan y t o 
submit a  draf t o f Anne x A  (cop y attached ) specifyin g th e condition s o f 
counterpurchase, togethe r wit h th e Assignmen t Agreemen t (cop y attached ) i f a 
third part y i s bein g used . Th e thir d part y agen t mus t b e approve d b y th e 
Department o f Trade . A t th e sam e time , th e Indonesia n custome r inform s th e 
Department of Trade of the final counterpurchase amoun t and time of fulfilment. 

The Departmen t o f Trade will the n confirm th e Assignment Agreemen t an d issue 
Annex A and infor m th e Indonesia n partne r t o go ahead an d sign the contract and 
finalise th e financing agreement. 

Once th e transactio n i s unde r way , th e foreig n partne r ha s t o provid e 
evidence o f th e counterpurchas e b y submittin g PE B form s (Anne x B ) t o th e 
Department of Trade. 

There i s a  penalt y claus e withi n th e Lette r o f Undertakin g obligatin g th e 
foreign part y t o pay a penalty of 5 0 per cen t of the non-fulfilled valu e of the 
countertrade i n cases of non-fulfilment. I n situations where the counterpurchase 
products selecte d becom e unavailable , the n th e countertrad e requiremen t o r 
period of fulfilment may be renegotiated. 

Copies of five documents are attached: 

1. Guidelines fo r th e Implementatio n o f Linkin g Governmen t Procuremen t fro m 
Imports with Indonesia n Export Products Excluding Petroleum and Natural Gas. 

2. Letter of Undertaking. 
3. Annex A. 
4. Assignment Agreement. 
5. Annex B. 
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1. ISSUED BY THE INDONESIA N DEPARTMENT OF TRADE 
GUIDELINES FOR THE IMPLEMENTATIO N OF LINKING 
GOVERNMENT PROCUREMENT FRO M IMPORTS WITH 
INDONESIAN EXPORT PRODUCTS EXCLUDING 
PETROLEUM AND NATURAL GAS 

Based o n th e decisio n o f th e Specia l Cabine t Sessio n o n Economic, Finance an d 
Industry hel d Decembe r 2 , 1982, the followin g guideline s ar e herewith announce d 
concerning th e linkin g o f importe d governmen t procurement s wit h Indonesia n 
export product s excluding petroleu m and natural gas: 

I GOVERNMEN T PROCUREMENTS WHICH ARE LINKED 

1 Importe d governmen t procurement s whic h wil l b e linke d t o Indonesia n expor t 
products outside o f petroleum and natura l gas are thos e importe d product s whose 
procurement ar e finance d fro m th e stat e budge t (APEN ) and fro m export credits . 
The obligatio n t o lin k governmen t procurement s wit h export s applie s t o 
procurements b y Departments , Non-Departmenta l Governmen t Institution s an d 
State-Owned Enterprise s which ar e coordinate d unde r Presidential Decre e No: 10, 
1980 (KEPPRES No: 10 - 1980). 

2 Exclude d fro m this linking are: 

a thos e procurements whose sources of financing originate from concessional 
loans an d credit s fro m th e Worl d Bank , Asia n Developmen t Ban k an d Islami c 
Development Bank . 

b thos e domesti c component s whic h constitut e a  par t o f th e contract s 
signed by foreign contractors, which amon g others include servic e components, 
goods and taxes and levies. 

c thos e service s whic h ar e use d b y governmen t institution s requirin g 
specialized knowledg e suc h a s foreig n accountants , lega l specialists , 
surveyors, consultin g services , purchase s o f technolog y (patent ) and othe r 
similar services . 

d thos e impor t procurement s involvin g join t venture s betwee n stat e 
enterprises and foreign investors. 

II SPECIFIC MEASURES FOR LINKING 

1 Expor t products which are subject to these linking procedures are agricultural 
products, manufacture d product s an d othe r product s outsid e petroleu m an d 
natural gas . Th e Departmen t o f Trade an d Cooperative s wil l periodicall y issu e 
a lis t o f expor t product s whic h ar e eligibl e t o b e linke d t o import s fro m 
specific countrie s o r grou p o f countrie s togethe r wit h a  list of exporters an d 
commodity associations. 
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2 Foreig n supplier s shal l undertake or arrange purchase s o f Indonesia n export s 
by on e o r severa l enterprise s affiliate d o r otherwis e relate d t o them . Th e 
third part y enterpris e fro m othe r countrie s whic h i s acceptabl e t o th e 
Indonesian side could become the party implementin g th e actual report. 

3 Foreig n supplier s intendin g t o impor t Indonesia n good s i n connectio n wit h 
government procurement s shal l choos e on e o r severa l good s which the y inten d t o 
import. 

4 Th e value of Indonesia n exports which ar e linke d t o a government procuremen t 
must b e equa l t o th e valu e o f th e governmen t procuremen t bein g importe d an d 
considerations mus t b e take n wit h respec t t o deliver y period . Th e value s 
applied t o both are on FOB basis. 

5 I n th e suppl y contract s o f Indonesia n expor t product s th e tota l valu e o f 
exports i n th e schem e mus t b e specifie d a s bein g equa l i n valu e t o th e 
government procuremen t contracts . Th e price s o f th e expor t product s use d i n 
the contracts must be th e prices of export product s i n effect a t the moment th e 
contracts are signed. 

6 Foreig n importer s an d Indonesia n exporter s must undertak e thei r negotiatio n 
directly an d sig n th e contract s accordin g t o prevailin g commercia l practice s 
but wit h on e additiona l claus e attached , merel y a  claus e concernin g linkag e 
with th e government procurement . 

7 Purchase s b y foreig n importer s connecte d wit h governmen t procuremen t must be 
additional t o th e valu e o f th e norma l trad e transaction s wit h th e countrie s 
concerned. Th e Departmen t o f Trad e an d Cooperatives , togethe r wit h th e 
commodity associations, will monitor thes e developments. 

8 Governmen t procurement s fro m import s wil l b e conclude d accordin g t o 
international price s an d th e implementatio n o f Indonesia n export s linke d t o 
government procurement s mus t b e implemente d wit h internationa l price s 
prevailing at the time of the delivery of the goods. 

9 Export s o f Indonesia n good s linke d t o governmen t procurement s ar e directl y 
channelled t o th e countr y o f origi n o f th e procurements . I n case s wher e 
government procurement s fo r oversea s ar e supplie d fro m mor e tha n on e country , 
the linkin g rul e woul d b e applie d t o th e countr y o f origi n o f th e principa l 
winner of the contract. 

10 Export t o a  thir d countr y i s permitte d onl y i f th e thir d countr y concerne d 
is a new area for Indonesian exports fo r the specific produc t i n question. 

11 Transactions o f Indonesia n expor t product s woul d b e implemente d usin g U S 
Dollars a s th e referenc e currenc y o r usin g othe r convertibl e currencies , s o 
long a s thos e currencie s ar e use d b y th e supplier s o f good s purchase d b y th e 
Indonesian government. 

12 Contracts betwee n Indonesia n exporter s an d foreig n importer s i n thi s 
connection may no t constitut e "futur e buying " i n th e sens e of hedging i n order 
to protect th e positio n of importer s o r exporters agains t fluctuatio n o f prices 
in a future period . 
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III PROCEDUR E FOR IMPLEMENTIN G TENDERS 

1 Departments , Non-Departmental Institutions , and State-Owne d Bodie s intendin g 
to mak e governmen t procurement s throug h import s shal l provid e t o tende r a n 
attached lis t o f exports whic h wil l b e linke d t o th e procuremen t a s well a s a 
list o f th e name s o f exporters. I n the tende r document , the conditions o f the 
linkage requirement shal l already be attached. 

2 Representative s o f th e Department o f Trade an d Cooperative s shal l assist th e 
tender committee s t o giv e explanation s an d clarification s t o prospectiv e 
tenderers fo r the projects and goods which will be opened fo r bidding. 

3 Participant s t o th e bidding , i n submittin g thei r letter s o f offer , shal l 
already have stated their readiness to buy Indonesian exports if the participants 
in question are awarded a contract. 

4 Th e biddin g committe e shal l evaluat e tender s o n th e basi s o f lette r o f 
intent i n accordance with procedure s currently prevailing . 

5 Th e biddin g committe e wil l determin e a  "shor t list " o f 3  candidate s a s 
potential winners of the tender whose identit y shall be consequently transmitte d 
to th e Tea m fo r Guidin g th e Supplie s o f Governmen t an d Equipment . (Tea m 
KEPPRES N o 10 . ) 

6 Th e Tea m fo r Guidin g th e Supplie s o f Governmen t Good s an d Equipmen t shal l 
determine o f th e thre e winning candidates . Th e winners , having bee n informed , 
shall submi t a  lette r o f Undertakin g alread y agree d t o b y th e Departmen t o f 
Trade an d Cooperatives , Directorate Genera l o f Externa l Trade . Th e sampl e o f 
the lette r of Undertaking ca n be included with th e sample tender document. 

7 Th e Lette r o f Undertakin g shal l b e signe d b y th e foreig n supplier . I f th e 
Letter o f Undertakin g i s signe d b y a n agent/representativ e o f th e supplier , 
then th e sai d Lette r mus t b e countersigne d b y th e supplie r an d th e supplie r 
shall giv e ful l powe r t o agent/representativ e t o sig n th e sai d Lette r o f 
Undertaking. 

8 Th e Tea m fo r Guidin g th e Supplie s o f Governmen t Good s an d Equipmen t shal l 
announce it s consent when th e Letter o f Undertaking i s received an d agreed upo n 
by the Department o f Trade and Cooperatives. 

IV SUPERVISION ON THE IMPLEMENTATIO N OF LINKAGE POLICY 

1 Partie s awarde d a  tende r ar e oblige d t o submi t a  copy o f th e contrac t the y 
have conclude d wit h Indonesia n exporter s t o th e Secretaria t o f th e Directorat e 
General fo r External Trade of the Department o f Trade and Cooperatives. 

2 Expor t contract s fo r Indonesia n export product s must be undertaken i n stages 
and o n a  regular basi s durin g th e lif e o f a  contract an d must b e complete d a t 
the lates t 3  months prio r t o th e terminatio n o f th e perio d o f contract fo r th e 
government procurement . 
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3 Th e Departmen t of Trade and Cooperatives shal l report t o the team of KEPPRES 
No 1 0 on th e progres s o f exports of each of the executors of exports linked t o 
the government procurements. 

4 Fina l paymen t t o th e foreig n supplie r wil l b e mad e afte r th e expor t 
obligation is realized. 

V SANCTIO N 

Foreign suppliers are held responsible for the settlement of export undertakings 
linked t o governmen t procurement . I f th e contract s i n questio n canno t b e 
completely fulfilled , th e foreig n supplier s concerne d shal l b e liabl e t o a 
penalty equal to 50% of the value of th e portion of exports which have not been 
purchased. 

VI INFORMATIO N 

Further informatio n on the export product s linke d t o government procuremen t ca n 
be obtained from: 

(1) Secretaria t of the Directorate General 
for Foreign Trade 
Department of Trade and Cooperatives 
Jalan Mohammad Ichwa n Ridwan Rais No 5 
Jakarta 
Tel: 352919 

(2) Directorat e Export fo r Agricultural Products 
Department of Trade and Cooperatives 
Jl Abdul Muis 87 
Jakarta 
Tel: 348660 
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2. LETTER OF UNDERTAKING 

Indonesian Countertrade documentation N-Versio n 

(LETTERHEAD OF TENDERER)* 

July, 1983 

Department of Trade 
Republic of Indonesi a 
Directorate General fo r Foreign Trade 
Jalan Abdul Muis 87 
Jakarta 
INDONESIA 

c/o (Inser t name of Department, Agency or 
Corporation issuin g Tender) 

Dear Sirs : 

We refe r t o (describ e subjec t matte r o f tende r an d tende r number ) issued on 
, 198 — b y (inser t nam e o f Indonesia n Department , Agenc y o r 

Corporation issuin g tender ) an d t o ou r tende r documen t no . 
submitted on ,198 — in response thereto. 

We hereb y irrevocabl y undertak e durin g th e perio d fro m th e date of award of 
the contrac t relatin g t o suc h tende r unti l fina l acceptanc e (o r equivalent) of 
our wor k an d service s thereunde r o r until completio n o f deliveries thereunder , 
as the case may be: 

1. t o purchase , o r t o caus e t o b e purchase d b y on e o r mor e o f ou r 
affiliated companie s i n th e countr y o r countries* * t o b e confirme d b y th e 
Department o f Trad e i n a  lette r i n th e for m o f Anne x A  heret o o r b y thir d 
parties located in any other country or countries acceptable to you, agricultural 
and/or industria l product s containe d i n Book s A.  1 and A.2 , each entitled "Lis t 
of Indonesian Export 

* Thi s lette r shoul d b e signe d an d submitte d b y th e Tenderer. I f the Tenderer 
is a  foreig n contractor/supplier , thi s lette r shoul d b e signe d b y th e 
foreign contractor/supplie r an d no t b y it s Indonesia n agent , partne r o r 
representative, if any. 

** The Department o f Trade will normally only confirm the country of nationality 
of th e contractor/supplier . However , dependin g upo n th e circumstance s o f 
any given contract, other countries may be confirmed b y the Department. 
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"Commodities Availabl e fo r Additiona l Export s i n 1982" , publishe d i n Januar y 
1982 an d Marc h 1982 , respectively , b y th e Departmen t o f Trade , and/o r suc h 
other Indonesia n product s a s yo u ma y approv e i n writin g (hereinafter , 
collectively, th e "Products") , fro m on e o r more o f th e commodit y association s 
or exporter s name d i n Book s B. l an d B.2 , each entitle d "Lis t o f Indonensia n 
Commodity Association s an d Exporters" , publishe d i n Januar y 198 2 an d Marc h 
1982, respectively, by the Department o f Trade, and/or fro m other dul y license d 
Indonesian exporter s (hereinafter , collectively, th e "Exporters") , i n an amount 
at leas t equa l t o th e foreig n currenc y valu e o f al l equipment , materials an d 
products t o be supplie d b y us fro m non-Indonesian source s pursuan t t o the terms 
of th e above-described contract , such value t o be agree d with th e Department o f 
Trade and confirmed i n a letter i n the form of Annex A hereto; 

2. t o use th e Products, or t o resell th e Products fo r use, or to cause the 
Products t o be used o r resold , i n th e countr y o r countrie s t o be confirme d a s 
aforesaid, unless with you r specifi c authorizatio n w e ar e permitte d t o use th e 
Products, o r t o resel l th e Product s fo r use , o r t o caus e th e Product s t o b e 
used or resold, in any other countr y or countries; 

3. t o purchas e th e Products , o r t o caus e th e Product s t o b e purchased , 
before th e en d o f th e ter m o f th e contrac t relatin g t o th e above-describe d 
tender and , i n any event , t o star t th e purchas e o r t o caus e t o be purchased , 
within si x (6) months after th e date of award of such contract; and 

4. t o submit , o r t o caus e t o b e submitte d fro m tim e t o tim e t o th e 
Department o f Trade , by lette r i n th e for m o f Anne x B  th e relevan t PE B form s 
and suc h othe r evidenc e o f th e shipmen t o f Products purchase d pursuan t t o this 
undertaking a s wil l permi t th e Departmen t o f Trad e t o monito r complianc e 
herewith. 

In connectio n wit h ou r irrevocabl e undertakin g containe d herein , thi s 
will confirm our understanding that: 

a. th e commercia l terms , includin g thos e relatin g t o pric e an d delivery , 
in respect o f each purchas e o f Products fro m an Exporter shal l be negotiated b y 
us or by other purchasers thereo f at the time of actual purchase; 

b. th e amoun t o f eac h suc h purchas e t o be applie d toward s ou r obligatio n 
hereunder shal l b e equa l t o th e invoice d purchas e pric e o f th e Product s 
purchased, excluding , however, any shippin g cost s include d i n suc h invoic e an d 
any taxes or customs duties charged i n connection therewith ; 

c. th e amoun t o f each suc h purchas e (i f measured i n a currency othe r tha n 
the currenc y i n whic h ou r obligatio n hereunde r i s measured) shal l b e applie d 
against ou r obligatio n hereunde r a t exchang e rate s (a s quote d b y Ban k 
Indonesia) prevailin g a t th e dat e o f th e Exporter' s invoic e issue d i n respec t 
of such purchase; 
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d. i f w e o r ou r affiliate d companie s i n th e countr y o r countrie s t o b e 
confirmed a s aforesai d hav e traditionall y purchase d product s fro m Indonesia n 
exporters, ou r undertakin g containe d herei n shal l b e viewe d a s representin g a 
commitment ove r an d abov e suc h traditiona l leve l o f purchases , i t bein g th e 
spirit an d intentio n o f suc h undertakin g tha t purchase s o f Product s hereunde r 
shall be i n addition to such traditional leve l of purchases; 

e. i f th e contrac t relatin g t o th e above-describe d tende r shoul d b e 
prematurely terminated , ou r undertakin g containe d herei n shal l als o terminat e 
without furthe r obligation on our part; and 

f. (i ) if , during th e course of performance o f our obligation s containe d 
herein, w e shoul d b e o f th e vie w tha t sufficien t Product s eithe r 
are no t availabl e i n Indonesi a o r ar e no t o f suitabl e expor t 
quality o r internationall y competitiv e i n price, you shall, at our 
request, review with us the actual circumstances at the time and, 

(ii) if, after bot h partie s hav e reviewe d th e matter i n good fait h an d 
in th e spiri t o f cooperatio n wit h a  vie w t o reachin g a  mutuall y 
acceptable solutio n yo u an d w e agre e tha t w e ar e no t abl e t o 
comply wit h th e requiremen t o f ou r undertakin g containe d herei n 
because sufficien t Product s eithe r ar e no t availabl e i n Indonesi a 
or ar e no t o f suitabl e expor t qualit y o r internationall y 
competitive i n price , yo u shal l modif y suc h requirement s t o tak e 
account o f actua l circumstance s a t th e time , which modification s 
may includ e a n extension o f th e tim e durin g which ou r obligation s 
contained herein must be satisfied . 

If w e fai l t o compl y wit h ou r undertakin g containe d herei n w e hereb y 
agree t o pa y t o yo u a s liquidatio n damage s a n amoun t equa l t o 50 % o f th e 
difference betwee n th e tota l valu e o f Product s actuall y purchase d pursuan t t o 
this undertaking and the foreign currency amoun t t o be confirmed as aforesaid. 

In connectio n wit h ou r undertakin g containe d herein , w e hereb y 
represent an d warran t t o yo u tha t (i ) w e hav e ful l powe r an d authorit y an d 
legal right t o enter int o thi s undertaking an d t o perform an d observe th e terms 
and provision s hereof , (ii ) w e hav e take n al l necessar y lega l actio n t o 
authorize, execut e an d delive r thi s undertaking , (iii ) thi s undertakin g 
constitutes ou r legal , valid an d bindin g obligation , an d (  iv ) no law , rule o r 
regulation o r contractua l o r othe r obligatio n bindin g o n u s i s o r wil l b e 
contravened b y reaso n o f ou r executio n an d deliver y o f thi s undertaking o r by 
our performance and observance of the terms and provisions hereof. 
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This undertaking shall be binding upon our successors. 

Very truly yours, 
(NAME OF TENDERER) 

Affix 
1000 RP. 
Stamp 

By 

Name: 
Title: 
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3. ANNEX A 

ANNEX A 

(LETTERHEAD OF DEPARTMENT OF TRADE) 

(Address of Tenderer) 
(Please refer t o code no. C/P) 

Dear Sirs: 

We refer t o tende r No. 
issued o n ,  198 —, b y (inser t nam e o f Indonesia n Department , Agenc y 
or Corporatio n issuin g tender ) (th e "Tender" ) an d t o you r tende r documen t 
submitted i n respons e theret o an d th e Lette r o f Approva l No . 
issued o n ,  198 — b y th e Minister/Stat e Secretar y actin g a s th e 
Chairman of the Government Supervisin g Team for the Government Procurement. 

We acknowledge receip t o f your Letter o f Undertaking of ,  198— a 
copy o f whic h i s attache d heret o an d initialle d fo r identificatio n b y th e 
Department of Trade. 

In accordanc e wit h th e provision s o f paragrap h numbe r 1  of suc h Lette r o f 
Undertaking, we confirm the following : 

1. Th e foreig n currenc y FO B value o f all equipment, materials an d product s 
to be supplie d b y yo u fro m non-Indonesian source s pursuan t t o the terms o f the 
contract relatin g to the tender shal l be . 

2. Th e countrie s referre d t o i n suc h paragrap h shal l b e an d 
other countrie s provide d tha t you r counterpurchas e shal l not caus e an y frictio n 
in th e respectiv e destination , no r t o caus e an y frictio n wit h existin g trad e 
activities b y Indonesian traders. 

3. Affiliate d companie s whic h ma y purchas e Indonesia n agricultura l an d 
industrial product s i n satisfactio n o f you r obligatio n unde r suc h Lette r o f 
Undertaking shal l be 

4. Th e Counterpurchas e obligation s containe d i n such Letter o f Undertaking 
must b e satisfie d b y yo u o n o r befor e (inser t dat e o f fina l 
satisfaction) unless, pursuant t o paragraph 4.f thereof , such date i s extended. 

Your signatur e i n th e spac e marke d "Agreed " belo w shal l b e conclusiv e 
evidence o f you r agreemen t t o b e boun d b y th e term s o f you r Lette r o f 
Undertaking of ,  198—, as supplemented b y the provisions hereof. 

Very trul y yours, 
DEPARTMENT OF TRADE 

AGREED: (TENDERER ) 
By B y 
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4. ASSIGNMENT AGREEMEN T 

ASSIGNMENT AGREEMEN T 

THIS AGREEMENT , date d (inser t date) , betwee n (inser t nam e o f Assignor ) 
(The "Assignor") of (insert address of Assignor) and 

(the "Assignee") 

WHEREAS, th e Assignor ha s undertaken certai n obligatio n with respec t t o the 
purchase o f commodities/good s fro m Indonesi a a s evidenced b y a  counterpurchas e 
Letter of Undertaking dated an d an Annex A Letter, ref. No. 
dated cod e No , C/P (suc h Lette r o f Undertaking an d Anne x A 
letter hereinafter collectivel y referred t o as the "Letter of Undertaking"). 

WHEREAS, the Assignor desire s t o assign t o the Assignee, without recours e t o 
the Assignor , al l o f it s rights an d obligation s unde r an d with respec t t o th e 
Letter of Undertaking; 

WHEREAS, the Assignee desires t o accept suc h assignment; and 

WHEREAS, the Department o f Trade an d the Republic o f Indonesi a i s willing to 
consent t o such assignment; 

NOW, THEREFORE, the Assignor an d the Assignee hereby agree as follows: 

1. Th e Assigno r hereb y assign s t o th e Assignee , withou t recours e t o th e 
Assignor, al l o f it s right s an d obligation s unde r an d wit h respec t t o th e 
Letter of Undertaking. 

2. Th e Assigne e hereb y accept s suc h assignmen t an d specificall y agrees , 
for th e benefi t o f th e Departmen t o f Trad e o f th e Republi c o f Indonesia , t o 
assume an d b e boun d b y al l o f th e term s an d condition s o f th e Lette r o f 
Undertaking, an d i n particula r thos e relatin g t o th e paymen t o f liquidate d 
damages i n th e event th e Assigne e fail s t o comply with th e term s of th e Letter 
of Undertaking, as i f Letter o f Undertaking had originally bee n executed b y the 
Assignee. 

3. Thi s Assignmen t Agreemen t shal l becom e effectiv e o n an d a s o f th e date 
on whic h th e Departmen t o f Trad e o f th e Republi c o f Indonesi a shal l consen t 
thereto. 

126 



IN WITNES S WHEREOF , th e Assigno r an d th e Assigne e hav e execute d thi s 
Assignment on the date and year firs t above written. 

(Insert name of Assignee) (Inser t name of Assignor) 

By B y 

C O N S E N T 

The Departmen t o f Trad e o f th e Republi c o f Indonesi a hereb y consen t t o th e 
foregoing assignment , thereb y releasin g (inser t nam e o f Assignor ) fro m it s 
obligation under and with respect t o the Letter of Undertaking, in consideration 
of suc h obligation , togethe r wit h al l righ t relatin g thereto , havin g bee n 
assigned t o and assumed b y the Assignee. 

DEPARTMENT OF TRADE 

By 
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5. ANNEX B - PEB FORMS 
ANNEX B 

Department of Trade, 
Republic of Indonesia, 
Directorate General for Foreign Trade 
Jalan Abdul Muis No. 87 
Jakarta 
INDONESIA 

Attention: 

Dear Sirs, 

We refer t o tender o f No . date d 
and t o the related counterpurchas e Lette r o f Undertaking date d 
Code No . CP / (suc h Lette r o f Undertakin g an d anne x A  Lette r 
hereinafter collectivel y referred t o as the "Letter of Undertaking"). 
We attac h heret o copie s o f "Pemberitahua n Ekspo r Barang " (PEB ) form s an d 
related Bill s o f Lading evidencin g shipmen t o f th e followin g commodities/good s 
from Indonesia: 

Description FO B Value 

We hereb y represen t an d warran t t o th e Departmen t o f Trade tha t suc h shipment s 
comply i n all respects with th e Letter o f Undertaking, and we therefore reques t 
your confirmatio n tha t th e above-state d FO B valu e o f suc h shipmen t ma y b e 
applied i n (partial ) (full ) satisfactio n o f th e counterpurchas e obligation s 
evidence by the Letter of Undertaking. 
Assuming full application of such value, we understand our remaining counterpurchase 
obligations t o be US$ 

Very truly yours, 
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3. MALAYSIA 

Malaysia officiall y introduce d a  countertrade polic y i n 198 3 and sinc e tha t 
time man y countertrad e deal s hav e bee n transacted . Tw o booklet s hav e bee n 
published b y Unit Kha s Countertrad e (th e unit withi n th e Ministry o f Trade an d 
Industry which i s responsible fo r countertrade) which describe th e policy: 

(i) Countertrad e Anyone? 
(ii) Countertrade i n Government Procurement. 

Malaysia allow s som e traditiona l exports , suc h a s refine d pal m oil , rubbe r 
and ti n ingot , t o b e countertrade d i f certai n condition s ar e met , bu t i s 
particularly kee n t o promot e th e expor t o f added-valu e an d non-traditiona l 
items suc h a s pal m oi l products, rubber goods , timber product s an d s o on . The 
decisions concerning which exports are to be allowed, and to which destinations, 
are made on a case-by-case basis by Unit Khas Countertrade. 

The followin g detaile d descriptio n o f Malaysia' s countertrad e polic y wa s 
prepared b y Malaysia n countertrad e official s an d ha s bee n extracte d fro m 
published sources. 

Malaysia ha s sinc e Jul y 198 3 use d countertrad e a s a n instrumen t t o furthe r 
promote trad e bot h i n he r traditiona l an d non-traditiona l markets . However , 
countertrade i n Malaysia' s perspectiv e wil l onl y b e a n additiona l tradin g 
arrangement t o complement th e existing tradin g practice . A s such , countertrad e 
will be encouraged i n cases which ar e considered suitabl e an d beneficial t o the 
country. 

The decisio n fo r Malaysia t o use countertrad e i s based o n the consideratio n 
that Malaysi a need s t o consolidat e an d strengthe n he r existin g markets , t o 
diversify he r expor t market s especiall y t o th e non-traditional markets , and t o 
establish trad e relation s o n a  lon g ter m basis. Countertrad e ha s becom e mor e 
relevant due t o the increasin g protectionis t tren d i n world trade , particularly 
in th e develope d economies . Als o a s an aid t o Malaysia's endeavou r t o expand 
trade wit h th e non-traditiona l marke t countrie s tha t hav e a n economi c syste m 
that differs from Malaysia's, and are experiencing foreign exchange difficulties. 
Countertrade wil l als o b e use d i n connectio n wit h majo r governmen t purchase s 
from abroad , thereb y helpin g t o conserv e th e use o f foreig n exchange . Hence , 
countertrade i n Malaysia' s perspectiv e wil l b e encourage d bot h i n th e publi c 
and private sectors. 

129 



The Policy 

Under th e present countertrad e policy , Malaysia will not sig n a countertrad e 
agreement wit h an y countr y o n a Government-to-Government basis . Nevertheless , 
Malaysia i s prepare d t o sig n an y declaratio n o f inten t t o increas e trad e i n 
whatever wa y possible , includin g th e us e o f countertrade . T o thi s end , an y 
countertrade agreemen t require d b y foreig n countrie s wil l onl y involv e privat e 
companies an d government agencies , and agreements t o be signe d are fo r specific 
cases. 

In short, the objective s i n Malaysia's decisio n t o conduct countertrad e ca n 
be summed up as follows:-

to increas e an d promot e th e expor t o f Malaysia' s primar y commodities , 
semi-manufactured good s and manufactured product s 

to diversify an d create additional exports 

to find new market outlet s 

to find markets i n countries lackin g foreign exchange 

to improve Malaysia's balance of trade position with specifi c countrie s 

to strengthe n an d consolidat e Malaysia' s expor t market s tha t ar e facin g 
international competitio n 

to save on foreign exchange 

to develop a wider range of sources fo r imports. 

Government Procuremen t 

One major ste p undertaken b y th e government t o encourage countertrad e i n the 
public secto r i s by directing all government department s an d agencies t o insert 
a countertrad e conditio n i n tende r document s t o b e issue d fo r certai n 
government purchase s an d work s service s procurement s value d a t on e millio n 
ringgit an d above . Thi s simpl y mean s tha t tenderer s ar e invite d t o submi t 
countertrade proposal s whe n makin g bid s fo r suc h governmen t procurement . 
Countertrade condition , however , wil l no t b e include d i n procuremen t whic h 
involves financin g b y internationa l lendin g agencie s suc h a s th e World Ban k or 
the Asia n Developmen t Bank . Procuremen t finance d b y thes e organisation s wil l 
be exempte d fro m suc h countertrad e conditio n becaus e i t needs t o be undertaken 
in line with th e lending agency's stipulations. 

Although tenderer s nee d no t necessaril y propos e countertrad e whe n makin g 
bids fo r government procurement , they can propos e countertrad e t o enhance thei r 
bids. A  countertrad e proposa l i s on e o f th e factor s t o b e considere d i n 
identifying a  preferre d tendere r whe n price , technica l specifications , an d 
other consideration s hav e bee n evaluate d an d ar e foun d t o b e comparativel y 
equal. A  comprehensiv e countertrad e offe r coul d wel l b e a  deciding facto r i n 
such circumstances. 
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Countertrade proposal s fro m tenderer s wil l onl y b e accepte d i f the y confor m 
to the following requirements: 

the exports must be to the country of origin of the tenderer 

the exports must be i n line with Malaysia's export interes t 

the exports must be additiona l t o and will not displace sale s that Malaysian 
exporters are making or could reasonably be expected t o make 

the exports must be for new markets (thir d countries ) 

the export s mus t b e i n such a  manner a s not t o prejudice th e reputatio n o f 
Malaysia as a quality supplier o r disrupt Malaysia's commercia l interest . 

CT in the Private Secto r 

Since countertrad e i s onl y a n additiona l tradin g arrangemen t t o complemen t 
Malaysia's existin g tradin g practice , Malaysia n privat e secto r nee d no t 
necessarily conduc t countertrade . The y may undertake countertrad e arrangement s 
whenever deeme d suitabl e an d beneficia l t o them. Th e governmen t wil l encourage 
and assist the m i n their endeavour. 

Countertrade Countrie s 

Countries wit h who m Malaysia ma y conduc t countertrad e hav e bee n categorise d 
and these can be summed up as follows:-

(1) Countrie s whic h wil l b e awarde d majo r governmen t contracts , suc h a s fo r 
construction projects , supplies , works an d services . Fo r thes e countries , 
countertrade will be used to promote the sales of certain primary commodities, 
semi-manufactured an d manufactured products . 

(2) Countries with which Malaysia i s experiencing persisten t trad e deficits. 

(3) Developing countrie s whic h ar e importan t an d growin g markets fo r Malaysia n 
commodities, certain semi-manufactured an d manufactured products . 

(4) The Socialist bloc countries. 

(5) Developing oil producing/exporting countries . 

Products fo r Exchange 

As fo r product s t o b e exchange d i n lin e wit h th e government' s polic y o n 
countertrade, the following criteria should be used: 

1. Malaysian Goods and Commodities fo r Exports 

All Malaysian export products , whether primar y commodities, semi-manufactured 
or manufactured, ma y b e used fo r countertrad e transaction s o n th e followin g 
basis : -
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(a) Countertrad e wil l no t b e use d fo r primar y commoditie s whic h ar e no t 
facing an y problem s i n oversea s markets . I t wil l no t b e use d i n 
countries which have foreig n exchange t o purchase suc h goods. 

(b) Countertrad e tha t involve s Malaysia n primar y commoditie s shal l b e 
conducted preferabl y wit h countrie s tha t ar e facin g foreig n exchang e 
shortages. 

(c) Malaysia n primar y commoditie s ma y b e use d t o mak e u p th e volum e i n 
countertrade arrangement s on a case by case basis. 

(d) Malaysia n semi-manufacture d an d manufactured product s ar e t o be used i n 
countertrade wit h countrie s where ther e i s a problem o f gettin g market 
access. Example s o f thos e semi-manufacture d an d manufactured product s 
are timbe r products , footwear , textiles , item s o f rubber , foodstuffs , 
electrical components and electrical goods. 

However, th e followin g commoditie s wil l no t b e considere d fo r countertrad e 
arrangements under any circumstances: 

Logs and sawn logs 
Crude palm oil 
Tin ore and concentrat e 

Besides th e above , good s produce d i n th e Malaysia n Fre e Trad e Zon e an d i n 
the License d Manufacturin g Warehouse s wil l als o b e exclude d fro m th e lis t o f 
products fo r any countertrade transactions . 

2. Goods and Commodities t o be Importe d b y Malaysia 

Items t o b e importe d b y Malaysi a unde r countertrad e arrangement s includ e 
products whic h Malaysi a need s i n substantia l quantitie s suc h a s rice , sugar , 
iron ore, cotton, coal, animal feeds , chemical products , fertilizers, machinery 
and equipment, defense equipment an d vehicles. 

Special Unit on Countertrade 

As countertrad e wil l b e a  permanen t featur e i n Malaysia's externa l tradin g 
arrangements, especiall y i n th e government' s procuremen t fro m overseas , th e 
government ha s establishe d a  Specia l Uni t o n Countertrad e o r Uni t Kha s 
Countertrade (UKC) . Thi s uni t i s th e Ministr y o f Trad e an d Industr y an d i s 
charged wit h th e tas k t o formulat e an d implemen t th e governmen t policie s an d 
guidelines o n countertrade , a s wel l a s t o overse e th e country' s countertrad e 
activities. I n short, the functions of this Unit are: 

To formulate policies and guidelines on countertrade an d to implement the m 

To act as an information collection and dissemination centr e on countertrade; 
such informatio n pertain s t o product s t o b e exchange d an d th e lis t o f 
potential buyer s an d seller s bot h loca l an d overseas , o f countertrad e 
products. 
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To ac t a s a  referenc e poin t fo r receivin g countertrad e proposal s fro m 
foreign government s an d oversea s an d loca l sellers/buyers , and distributin g 
those proposals t o prospective loca l and overseas sellers/buyers. 

To provid e advisory service s t o government department s an d agencies involve d 
in overseas purchasin g an d i n issuin g o f major tender s o n th e policie s an d 
guidelines regardin g th e incorporatio n o f countertrad e element s i n thei r 
tenders, tender agreements and contracts. 

To advis e governmen t department s an d agencie s a s wel l a s companie s i n th e 
private secto r i n drawing up countertrade agreements. 

To negotiat e countertrad e agreement s o n behalf o f the government department s 
and agencies. 

To advis e governmen t department s an d agencie s an d companie s i n th e privat e 
sector involve d i n export s o n th e policie s an d guideline s o n countertrad e 
with th e object of persuading them to participate i n countertrade transactions . 

To monitor th e progress of the implementation of countertrade. 

However, Uni t Kha s woul d no t b e involve d i n th e actua l countertrad e 
transaction whic h simpl y mean s tha t i t would neithe r ac t a s an intermediar y 
to buy o r t o sel l good s an d service s no r woul d i t tak e up a  trad e positio n 
that would involv e undertaking business or non-business risks. 
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4. ZIMBABWE 

Zimbabwe bega n a countertrade polic y i n its present for m i n about 1983 . Th e 
government doe s no t favou r long-ter m agreements . Th e grea t majorit y o f th e 
deals fall within the category of countertrade which i s described as barter-style 
in thes e guidelines . Government source s describ e th e polic y a s bein g primaril y 
concerned wit h increasin g export s o f "distressed " commoditie s t o countrie s 
experiencing foreig n exchange shortages , however th e impor t financin g aspect i s 
also important . 

Zimbabwe ha s becom e involve d i n bilatera l countertrad e deals , ofte n wit h 
Eastern bloc countries, and triangular deals, for example, Zimbabwe/U.K./Bulgaria. 
Zimbabwe will not usually allo w it s countertraded export s t o be sen t to Western 
countries and , therefore , triangula r deal s ar e necessar y i n thos e case s wher e 
the import product originates fro m a Western country. 

The Government of Zimbabwe has created specific machinery for the consideration 
of countertrad e proposals . Th e Specia l Tradin g Arrangement s Committe e (STAC ) 
is composed of representatives fro m six ministries: 

(i) Trad e and Commerce 
(ii) Industr y and Technology 
(iii) Lands , Agriculture an d Rural Resettlement 
(iv ) Finance , Economic Planning and Developmen t 
(v) Mine s 
(vi) Nationa l Supplie s 

plus representative s fro m th e Reserve Ban k o f Zimbabwe , th e Minerals Marketin g 
Corporation and the Tobacco Marketing Board. 

The governmen t ha s als o create d th e Workin g Committe e o n Barte r an d 
Countertrade Allocations , whic h i s compose d o f representative s fro m fou r 
Ministries and is particularly concerne d with countertrade imports . 

The STA C meet s o n a  regula r (usuall y fortnightly ) basis , an d make s 
recommendations t o th e Permanen t Secretar y an d th e Ministe r o f Trad e an d 
Commerce. 

With regar d t o the exports allowed fo r countertrade , the basic philosoph y i s 
that i f a product can be sold for cash it should not be allowed for countertrade. 
There i s not a  fixed lis t o f allowable export s but th e main products which have 
been countertrade d ar e tobacc o an d short-fibr e asbestos , each usuall y destine d 
for markets i n th e Easter n blo c o r othe r developin g countries . Ferro-chrome , 
maize an d a  fe w other product s hav e als o been countertrade d a t times . Import s 
within countertrade are dealt with on a case-by-case basis. 

The participant s i n countertrad e deal s includ e a  fairl y broa d rang e of both 
public secto r an d privat e secto r organisation s i n Zimbabw e an d partne r 
countries. Internationa l trading houses are sometimes involved as intermediaries, 
particularly fo r triangular deals which ten d to be more complicated . 
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The actua l mechanisms fo r operating deal s vary quit e considerably , but i t is 
usual fo r Zimbabw e t o expor t firs t an d fo r th e revenue s t o b e lodge d i n a n 
escrow account . Evidenc e account s hav e bee n use d i n a  fe w case s wit h certai n 
Eastern bloc partners. 

A shor t documen t describin g th e countertrad e polic y an d th e STA C ha s bee n 
published b y the Government o f Zimbabwe and is reproduced below . 

THE SPECIAL TRADING ARRANGEMENTS COMMITTE E 
FUNCTION 

The functio n of the Committee i s to examine, evaluate and recommend Barter/Counter -
trade proposition s fo r th e approva l o f th e Ministe r o f Trade an d Commerc e i n 
accordance with th e following guidelines:-

a) Zimbabwe onl y barters/countertrade s wit h countrie s tha t ar e experiencin g 
foreign exchange problems , i.e. countries tha t canno t affor d t o purchase fo r 
cash. 

b) Zimbabwe onl y barter s distresse d goods , i.e . good s whic h ar e difficul t t o 
sell for cash at the time the deal i s negotiated. 

c) Only enter int o barter/countertrade arrangement s o n an ad hoc basi s an d will 
not commit ourselves t o long-term agreements. 

d) Barter may b e considere d i f i t i s th e only wa y we can penetrate a  particular 
market fo r our exports. 

e) Barter wit h traditiona l cas h market s ma y b e considere d onl y fo r quantitie s 
over an d abov e norma l cas h sale s t o tha t countr y i.e . i f i t will resul t i n 
increased export s t o that countr y withou t affectin g ou r normal cas h sale s to 
that market. 

f) The good s t o b e exporte d ar e value d a t n o les s tha n th e pric e tha t suc h 
goods would obtai n whe n sol d throug h th e norma l marke t mechanis m applicabl e 
to such goods. 

g) The good s t o b e importe d ar e o f a n acceptabl e qualit y an d ar e value d a t a 
price no more tha n that applicable t o equivalent goods from other sources. 

h) The value s mentione d i n (a ) and (b ) above shal l tak e accoun t o f transpor t 
and insurance costs. 

i) The good s bein g exporte d ar e fo r consumptio n i n th e countr y wit h whic h th e 
deal i s propose d an d wil l no t withou t th e approva l o f th e Zimbabw e 
Government b e allowe d t o pas s int o th e hand s o f thir d parties . Thi s i s to 
prevent th e goods passin g int o th e hands of external speculator s who can use 
them t o disrupt markets int o which simila r good s fro m Zimbabwe ar e sold on a 
cash basis. 
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j) The good s t o b e importe d are , whe n appropriate , compatibl e wit h existin g 
plant an d equipmen t i n Zimbabw e an d tha t whe n applicabl e th e necessar y 
spares and service back-up will be provided. 

k) The good s t o be importe d ar e of a high priorit y nature and are not of a type 
produced locally , an d a s suc h ar e essentia l t o th e Zimbabw e econom y an d 
would otherwise have to be financed by a foreign exchange allocation . 

1) The distributio n patter n fo r th e good s t o be importe d i s t o be approve d b y 
the Ministr y o f Trad e an d Commerc e o r th e Ministr y o f Industr y an d 
Technology wh o shal l adjus t commercia l o r industria l foreig n exchang e 
allocations accordingly. 

m) Manufactured product s fo r expor t o n barte r shoul d hav e a  very lo w importe d 
content. 

n) Government doe s no t encourag e barte r wit h PT A membe r state s becaus e thi s 
will negatively affec t utilisatio n o f th e PTA Clearing Hous e facilit y whic h 
enables membe r state s t o trad e wit h eac h othe r usin g thei r nationa l 
currencies. 

o) Exporters unde r barte r ar e no t entitle d t o benefit s fro m an y expor t 
incentive schemes. 

MINISTRY OF TRADE AND COMMERCE 
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Appendix 6  SHOR T DIRECTOR Y OF ORGANISATION S OFFERIN G COUNTERTRAD E SERVICE S T O 
DEVELOPING COUNTRIES 

As already noted i n Chapter 9, the most comprehensiv e directory of organisations 
providing countertrad e service s i s tha t publishe d o n a  biennia l basi s b y 
Countertrade Outlook. 

Countertrade Outlook (1986 ) Directory o f Organisations Providing Countertrad e 
Services. 
Second Ed i t i on . Availabl e fro m D.P . P u b l i c a t i o n s , P.O . Bo x 3141 , Alexandria , 
VA, 22302 , U.S.A . 

However, many of th e organisations liste d specialis e onl y i n providing service s 
to Western companies . Therefore, a lette r wa s sen t t o the main tradin g houses, 
banks an d consultanc y companie s liste d i n th e Directory, enquiring i f the y also 
specialised i n providin g countertrad e service s t o governments o r other partie s 
in developin g countrie s an d whethe r o r no t the y wishe d t o be liste d i n thes e 
guidelines. Thos e whic h responde d b y fillin g i n a  simpl e questionnair e ar e 
listed on the following pages. All the information contained in the questionnaire 
answers i s provided b y the companies themselves . 
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Quest ionnai re 

Countertrade Manua l 

Sources o f Advice , Ass is tanc e an d Serv ice s 

ACECO ( A s s o c i a t i o n p o u r l a c o m p e n s a t i o n d e s é c h a n g e s 
Name o f Company : c o m m e r c i a u x ) a n d ACEC O PUBLICATION S 

Address: 2 8 a v e n u e Hoch e 

7 5 0 0 8 PARI S 

FRANCE 

Telephone No . : 3 3 /  1  /  4 2 2 5 36  40 

Telex No . :  64091 2 ACEC O 

Fax No. : 

Name/position o f contac t (s ) BISCAGLI A AGNE S M a n a g i n g D i r e c t o r (ACEC O ) 

LACROIX LAURENC E G e n e r a l S e c r e t a r y (ACEC O 

PUBLICATIONS) 
A separa t e shee t ma y b e a t t ache d i f yo u wis h t o l i s t s u b s i d i a r y o r reg iona l 
o f f i c e s . 

Range o f s e r v i c e s offere d 
to developin g c o u n t r i e s : INFORMATIO N SERVICE S 

1) PUBLICATION S : 

Previous experienc e o f 
advis ing developin g 
coun t r i e s a t a n o f f i c i a l 
l e v e l : 

P r a c t i c a l G u i d e T o C o u n t e r t r a d e 

1 9 8 5 : L e s c o m p e n s a t i o n s d a n s l e Su d E s t A s i a t i q u e 

1 9 8 6 : L e s c o m p e n s a t i o n s e n A m é r i q u e L a t i n e 

2 ) DATABAS E OFFERIN G COUNTRIE S PROFILE S WIT H 

DETAILS O F THEI R C T EXPERIENC E 

Payment terms : F F 1 0 50 0 ( a n n u a l s u b s c r i p t i o n fee  t o t h e d a t a b a s e 
+ c o n n e x i o n f e e ) 

Name o f respondent : A g n e s BTSCAGLI A 
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Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance and Services 

Name of Company: Adam s & Company 

Address: Spinne y House 

Welton N r Daventry 

Northamptonshire 

NN11 5JJ 

Telephone No. : Daven t ry (032 7 ;  70556 0 I n t e r n a t i o n a l +  44  32 7 70556 0 

Telex No . : 312242 MIDTL X G 

Fax No . 

Name/position of contact(s) Nige l Adams -  Partne r 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered Provisio n of independent consultanc y service on 
to developing countries: al l aspects of countertrade, specialising in its 

practical applications. Preparatio n of feasibility 

studies to assess opportunities for developing: 

countries to use countertrade in the export promotion 

of non-traditional good s and commodities to finance 

the import of priority goods and services. Our 

service can be provided "in house", where recuired. 
Previous experience of 
advising developing Sinc e July 1986 we have provided a countertrade 
countries at an official 

level.
 consultanc y service to Crown Agents. London and 

during that time we have advised the Government of 

St Vincent and ministries in Iran on countertrade 

In December 198 6 we advised a Middle Eastern Govt 

on countertrade (throug h a leading UK merchant bank )-
In January 1987 we worked with Horwath & Horwath 

(consultants to the Tourism, Hotel & Leisure industries; 

on a proposal t o advise the Govt of Tanzania on CT. 

Name of respondent: Nige l Adams 

Payment terms: Normall y paid on a daily, monthly or annual rate 

(invoicing clients on a monthly basis ) 
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Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance an d Services 

Name of Company: Afic o S.A. 

Address: Rout e de Cigy, Budron C, 

CH-1052 Le Mont-sur-Lausanne, 

SWITZERLAND 

Telephone No.: 02 1 33 30 56 

Telex No.: 45 4 320 AFI CH 

Fax No.: 02 1 33 31 36 

Afico Trading Pte Ltd., 

171, Tras Street, 

07-179 Union Building, 

SINGAPORE 0207 

224 97 34 

RS 36 897 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: Countertrade , trade financing, contract and project 

financing 

(Brochure available) 

Previous experience of 
advising developing 
countries at an official 
level : 

Payment terms: 

Name of respondent: 
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Name/position of contact(s) 



Q u e s t i o n n a i r e 

C o u n t e r t r a d e Manua l 

S o u r c e s o f A d v i c e , A s s i s t a n c e an d S e r v i c e s 

Name of  respondent : 

141 

Name of Company: ANDRE & CIE S.A. 

Address : Chemin Messidor 7 

1002 LAUSANN E 

Telephone No.: 

Switzerland 

41 - 21 - 21.11.11 

Telex No.: 24101 acs a ch 

Fax No.: 41 - 21 - 21 14 29 

Name/position of contact(s ) Istvan Scheftsik, lic. jur. 

sous-directeur 

A separa t e shee t ma y b e a t tache d i f yo u wis h t o l i s t s u b s i d i a r y o r reg iona l 
o f f i c e s . 

Range o f s e r v i c e s offere d 
to developin g c o u n t r i e s : * Special Trad e Agreements 

* Short term financing through three-cornere d 

transactions 

* Barter for financing of projects 

* Financing of investment goods through purchas e 

of goods in compensation 

Previous experience of 
advising developing 
countries a t an official 
level: 

* Consultant to the Gov. of Malaysia on behalf UNCTAD 
* Member of panel on symposium on C/T on behalf 

UNCIAL) in Algeria, lunisi a 

* Guest speake r at Commonwealth Symposiu m on 

Countertrade, Jamaica 



Ques t ionna i re 

Counter t rade Manua l 

Sources o f Advice , Ass is tanc e an d Serv ice s 

Name o f Company : A s s o c i a t i o n o f A u s t r i a n T r a n s i t - an d F o r e i g n Trad e House s 

Address: K ä r n t n e r S t r aB e 1 7 

A-1010 Vienn a 

Telephone No . :  (222 ) 5 2 4 5 3 5 

Telex No . :  6 1 3 2 2 2 4 4 9 HENW I 

XXXXXX:Teletex 3 2 2 2 4 4 9 HENW I 

Name/position o f contac t (s) Dr . Wilhel m H e n d r i c k s , P r e s i d e n t 
Andrea Habeler, secretary 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: Countertrade growing worldwide, the Austrian 
expertise in unconventional trade and trade finance methods and 

inherent to trading houses domiciled in Vienna is fully integrated 

in the Association. The Secretariat being fully aware of the 

different potentials of the members of the Association regionalwise 

or product-related receives today inquiries from statal, para-statal 

and private institutions of about 47 countries and distributes these 
Previous experience of 
advising developing inquirie s to the members. The Secretariat also 
countries at an official relates requirements of foreign and local trading 
level: houses domiciled in Vienna to continental and 

overseas institutions and companies. 

Dr. W. Hendricks has advised various Governments and Government agencies 
since 1956 on trade problems, potentials and trade financing solutions, 
including Australia, Egypt. Hong Kong, India, Oman, Pakista n Thailand , 
Turkey, Kenya, Uganda and other Black African countries. 

Payment terms: 

Name o f r e s p o n d e n t : 
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Questionnaire 

Countertrade Manua l 

Sources o f Advice , Assistanc e an d Service s 

Name o f Company : AW T I n t e r n a t i o n a l e Hande l s un d F i n a n z i e r u n g s AG 

Address: S c h o t t e n r i n g 12 , 101 3 Vienna . A u s t r i a 

Telephone No. : 222/6 3 3 6 06- 0 

Telex No . : 61322242 1 awt , 11478 7 aw t a , T tx : 232-322242 1 = awt 

Fax No . . 222/6 3 3 6 0 6 - 1 6 , 6 3 7 5 3 8 

Name/position o f contact(s ) F.  Hoe rhage r , hea d o f c o u n t e r t r a d e depar tmen t 

A separate shee t ma y b e attache d i f yo u wis h t o l i s t subsidiar y o r regiona l 
offices. 

Range o f service s offere d 
to developin g countries : I n t e r n a t i o n a l t r a d i n g a c t i v i t i e s 

Export consultancy service s 

Foreign trade financing 

Countertrade operations 

Clearing and switch transactions 

Trustee services 

Previous experience of 
advising developing AW T will advise on the structuring of 
countries at an official countertrade transactions within the following 
leve l : 

product range: - metals and ores 

- wood and paper pulp 

chemicals 

f o o d s t u f f s 

- commodi t ie s 

Payment terms : t o b e n e g o t i a t e d 

Name o f respondent : F . Tschud i 
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C o u n t e r t r a d e Manua l 

S o u r c e s o f A d v i c e , A s s i s t a n c e an d S e r v i c e s 

Name o f Company : 

Addre s s : 

Bank o f C r e d i t an d Commerc e I n t e r n a t i o n a l S A 

100 L e a d e n h a l l S t r e e t 

London EC3 A 3A D 

Te lephone N o . : 

T e l e x No . : 

Fax No . : 

2 8 3 . 8 5 6 6 e x t 4 6 2 6 

e 9 2 . 2 5 1 

6 2 6 . 9 5 9 6 

S e n i o r C o n s u l t a n t 

A s e p a r a t e s h e e t ma y b e a t t a c h e d i f yo u w i s h t o l i s t s u b s i d i a r y o r r e g i o n a l 
o f f i c e s . 

Range o f s e r v i c e s o f f e r e d 
t o d e v e l o p i n g c o u n t r i e s : (  C o u n t e r) t r a d e p r o m o t i o n +  s e t t l e m e n t 

Payment t e r m s : n e g o t i a b l e 

Name o f r e s p o n d e n t : H e l m u t 3  F e r e n z 
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Name/position o f con tac t ( s ) 
Helmut 3  Fe ren z 

Previous experienc e o f 
advis ing developin g 
coun t r i e s a t a n o f f i c i a l 
l eve l : 

R e p e a t e d c o u n t e r t r a d e c o n f e r e n c e s f o r 

s e n i o r g o v e r n m e n t , ban k an d e c o n o m i c 

o f f i c i a l s f r o m a r o u n d 7 5 c o u n t r i e s 

Questionnaire 



Questionnaire 

Countertrade Manua l 

Sources of Advice, Assistance an d Services 

Name of Company: BANQU E FRANCAISE DU COMMERCE EXTERIEU R 

Address: 2 1 BLD HAUSSMANN - 75009 PARIS 

Telephone No.: 

Telex No. : 

Fax No.: 

47.42.12.18 

290 136 ECOM 

47 42 44 89 

Name/position o f contac t (s ) Henr y CLAUDO T -  D i r e c t e u r A d j o i n t 
M a r c e l - P i e r r e M0NTH0RI N -  S o u s - D i r e c t e u r 

A separat e shee t may  b e attache d i f yo u wis h t o l i s t subsidiar y o r regiona l 
o f f i c e s . 

Range o f serv ice s offere d 
to developin g countries : 

Payment term s : Normal advisin g and banking fee s 

Name of respondent : 
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BFCE's approach to Countertrade related to developing 
countries is based on finding opportunities to develop 
eports of  developin g cuntries.  BFC E maintains a strict 
role of banking services , therefore advise, propose 
financial mechanism allowing a safe execution of reci-
procal trad e operations, mainly on South to South basis. 
As far as marketing research is concerned, BFCE may provide 
marketing informatio n related to products,trading companie s 
etc.. 

Previous experiernce of 
advising developin g 
countries at an official 
level : 

Brazil (clearin g operations) Mexico. Argentina - financing 
mechanism related to payments of imports int o these 
countries through pre-exports of products originating of 
such countries. _ 
Indonesia - development of trade relation betwee n Indonesia 
and Eastern Europea n Countrie s 



Quest ionnai re 

Counter t rade Manua l 

Sources o f Advice , Assis tanc e an d Service s 

Name o f Company : CENTR O INTERNATIONAL E HANDELSBAN K A G 

Address: T e g e t t h o f f s t r a f î e 1 , P . O . B o x 27 2 

A-1015 V i e n n a 

A u s t r i a 

Telephone No. : 

Telex No. : 

Fax No. : 

2 2 2 / 5 1 5 2 0 - 0 

136990 c e n t a 

2 2 2 / 5 2 5 8 6 1 

Name/position o f con tac t ( s ) Dkfm . C h r i s t i a n S p e r k 

Member o f t h e E x e c u t i v e B o a r d 

A sepa ra t e shee t ma y b e a t tache d i f yo u wis h t o l i s t s u b s i d i a r y o r reg iona l 
o f f i c e s . 

Range o f s e r v i c e s offere d 
to developin g c o u n t r i e s : 

Previous experienc e o f 
advis ing developin g 
c o u n t r i e s a t a n o f f i c i a l 
1eve1 : 

A d v i s o r y a c t i v i t y f o r e l a b o r a t i n g 

c o u n t e r t r a d e p o l i c y , " w i t h o u t r e c o u r s e " 

p e r f o r m a n c e o f c o u n t e r t r a d e c o n t r a c t s o f 

W e s t e r n s u p p l i e r s i n c o u n t r i e s l i k e I n d o n e s i a , 

M a l a y s i a , B r a z i l , I n d i a , T h a i l a n d , C h i n a , 

G r e e c e , A l g e r i a , T u n i s i a , GDR , Comeco n an d 

o t h e r c o u n t r i e s . 

C e n t r o b a n k h a s b e e n a d v i s i n g t h e a u t h o r i t i e s i n 

I n d o n e s i a o n t h e p r e s e n t c o u n t e r t r a d e 

d o c u m e n t a t i o n ( L e t t e r o f U n d e r t a k i n g , 

Annex A , A s s i g n m e n t A g r e e m e n t ) 

Payment terms : a c c o r d i n g t o c o n d i t i o n s o f c o n t r a c t . 

Name o f respondent : 
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Questionnaire 

Countertrade Manua l 

Sources of Advice, Assistance an d Services 

Name of Company: 

Address : 

The Chase Manhattan Bank, N.A. 

Telephone No.: 

Telex No. : 

Fax No. : 

Name/position o f contact(s) 

Woolgate House, 

Coleman 

London 

01 726 

8954681 

01 606 

Street, 

EC2P 2HD 

5000 

. CMB G 

8752 

Paul Emmett 

VP 

A separate sheet may be attached if you wish t o list subsidiary o r regional 
offices. 

Range of services offered 
to developing countries: " Professional advice service on the various methods of 

structurinq countertrade transactions, based on manv 

- Using Chase network to source customers who can take 
on counterpurchase obligations. 

Previous experience of 
advising developin g 
countries a t an official 
level : 

Payment terms : As appropriate fo r each transaction. 

Name of respondent: Paul Emmett 
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- Extensive experience of running Escrow accounts 

- Wide variety of country of risk cover available/ eg. 
letter of credit confirmation s 

years' experience  i n the trade finance business 



Ques t ionna i re 

Counter t rade Manua l 

Sources o f Advice , Ass i s tanc e an d Serv ice s 

Name o f Company : Crow n Agent s fo r Overse a Government s an d Adminis t ra t ion s 

Address : 52 Grosvenor Gardens 

LONDON SW1 W OAX 

01 834 3644 

915623 

01 222 0605 

Name/position o f contact(s) Qama r S Siddiqi, Director, Crown Agents Financial Advisory 
Service (CAFAS ) 

Previous experience of 
advising developin g 
countries a t an official 
level : 

CAFAS is able to draw on the entire range of prcfessional 
skills in the Crown Agents organisation. Thes e skills 

have enabled the Crown Agents to become one of the world's 

largest and most experienced internationa l public service 

buying agencies. Crow n Agents as a whole provide 
professional, commercial and financial services to more* 

Payment terms: 

Monthly against invoice 

Name o f respondent: Q  S Siddiqi 

*than one hundred Governments and three hundred other 
public authorities and international bodies throughou t 
the world. 148 

Range of services offere d 
to developing countries: Through its Financial Advisory Service. Crown Agents 

provide assistance to governments in assessing and 

utilising opportunities for countertrade, as part of the 

country's efforts to mobilise domestic resources and to 

develop its exports of non-traditional products and 

commodities. Th e services offered include countertrade 

feasibility studies, developing countertrade policies and 
assistance in marketing the clients' goods and commodities. 

Telephone No.: 

Telex No.: 

Fax No.: 

Andrew W Robson. Contracts Manager 
A separate shee t may be attached if you wish t o list subsidiar y o r regional 
offices. 



Ques t ionna i re 

Counter t rade Manua l 

Sources o f Advice , Ass i s t anc e an d S e r v i c e s 

Name o f Company : D e e r f i e l d C o m m u n i c a t i o n s C o r p o r a t i o n 

Address: 21 0 E a s t 3 9 t h S t r e e t 

New York , Ne w Yor K 10016 

Telephone No . :  21 2 60 5 006 6 

Telex No . :  71 0 5 8 1 237 6 

Fax No . :  -

Name/posit ion o f contac t (s ) F r e d B . T a r t e r , P r e s i d e n t 

A sepa ra t e shee t ma y b e a t t a c h e d i f yo u wis h t o l i s t s u b s i d i a r y o r r eg iona l 
o f f i c e s . 

Range o f s e r v i c e s of fe re d 
to developin g c o u n t r i e s : P u r c h a s e o f g o o d s a s p a r t o f bu y b a c k s a n d 

counter purchase  agreements  M o s t l y c o n s u m e r 

g o o d s . 

Previous exper ienc e o f 
adv i s ing developin g S e t u p f i r s t d a t a p r o c e s s i n g p l a n t a s p a r t o f 
c o u n t r i e s a t a n o f f i c i a l e v i d e n c e a c c o u n t i n J a m a i c a l e v e l : 

Payment t e rms : L e t t e r o f C r e d i t 

Name o f respondent : F r e d T a r t e r 
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Quest ionnai re 

Countertrade Manua l 

Sources o f Advice , Assis tanc e an d Seryice s 

Name o f Company : F . J . E i s n e r &  Co . 

Address: S t e r n g a s s e 6 a 

A-1010 Vienn a 

Telephone No . : 6 3 0 7 2 3 

Telex No . :  11194 9 e l s n w a 

Fax No . :  6 3 6 7 1 3 

Name/position of contact (s) Dr . Wilhelm Ambich l , General Manage r 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered Dissolvin g of C.T.obligations for third parties in 
to developing countries: own name and for own account in Comecon countries 

and specific Third World countries, such as 
Indonesia, China, Thailand, Philippines, Bangladesh, 

Tunesia, Algeria, Egypt, Zimbabwe, Argentina, 

Ecuador, Malaysia. 

Previous experience of We  hav e been advising top officials and governmental 
advising developing 
countries at an official authorities in Malaysia, Thailand, China and the 
level : 

Philippines. In Malaysia we are running a joint-venture 

company (Kuala Lumpur) for C.T. only, which covers one 

third of all C.T. contracts. 

Payment terms: L/C , Buy-back, parallel deals and barter. 

Name of respondent: Dr.Wilhel m Ambichl 
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Q u e s t i o n n a i r e 

C o u n t e r t r a d e Manua l 

S o u r c e s o f A d v i c e , A s s i s t a n c e an d S e r v i c e s 

EUROPEAN INTERAMERICA N FINANC E CORP . 
Name o f Company : 

A d d r e s s : 4 0 0 MADISO N AVENU E -  S U I T E 4  0 1 

NEW YORK , N . Y . 1 0 0 1 7 

T e l e p h o n e No . :  ( 2 1 2 ) 7 5 1 - 2 2 0 0 

T e l e x No . :  2 2 5 1 8 0 EURI N U R 

Fax N o . : ( 2 1 2 ) 3 1 9 - 7 8 3 3 

N a m e / p o s i t i o n o f c o n t a c t ( s ) MARTI N W . SCHUBERT , CHAIRMA N 

PETER DE WOLFF, SENIOR VICE PRESIDENT 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

THE EURINAM GROUP, IN JOINT VENTURE WITH SINGER 
Range of services offered &  FRIEDLANDER LTD., U.K. PROVIDES EXPORT CREDIT 
to developing countries: FINANCING WORLD WIDE, SPECIALIZING IN UNIQUE 

METHODS OF DISCOUNTING PROMISSORY NOTES FOR THIRD WORLD MAJOR CORPORATE 
AND SOVEREIGN RISK DEBTORS. MEAN S OF FINANCING MAY INCLUDE A FORFAIT 
DISCOUNT FOR CASH OR VARIOUS NON-TRADITIONAL METHODS INCLUDING PAYMENT 
THROUGH OTHER ASSETS. TH E EURINAM GROUP ALSO OFFERS SPECIALIZED 

FINANCING AND CONSULTING SERVICES IN CONJUNCTION WITH PROJECTS AND FOR 
GOVERNMENT T O GOVERNMEN T B A R T E R S . 
P r e v i o u s e x p e r i e n c e o f 

a d v i s i n g d e v e l o p i n g 

c o u n t r i e s a t a n o f f i c i a l TH E EURINA M AN D SINGE R &  FRIEDLANDE R L T D . 
l e v e l : 

DIRECTORS HAVE BEEN ACTIVE ADVISORS TO VARIOUS 

EQUITY CONVERSION PROGRAMS AND ASSET SWAPS, A FIELD WHICH IT 

PIONEERED. 

Payment terms: FINANCIN G UP TO 10 YEARS 

Name of respondent: MARTI N W. SCHUBERT 
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DEVELOPING COUNTRIES FOR NUMEROUS YEARS ON AN UNDISCLOSED BASIS, 
INCLUDING SPECIAL WORK IN CONJUNCTION WITH THE FORMULATION OF DEBT 



Quest ionnaire 

Countertrade Manua l 

Sources o f Advice , Ass is tanc e an d Service s 

Name o f Company : G e n o s s e n s c h a f t l i c h e Z e n t r a l b a n k A G 

Address: H e r r e n g a s s e 1 

A-1010 V i e n n a 

Telephone No . :  6 3 2 7 7 8 o r 6 6 6 2 - 0 

Telex No . : 

Fax No. : 

136556 zba h an d 13698 9 z e n a 

Name/position o f contac t (s ) D i r . D r . H e r b e r t S t e p i c . 

Head o f Internationa l Departmen t 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: 

GZB offers a full fledged Merchant Banking servic e 

including C.T., where the trading function is 

being taken over by F.J.Eisner & Co. and their 

subsidiaries,and th e financial engineering 

by the merchant banking department of GZB itself. 

Frevious experience of 
advising developing 

No direct consulting of governments or countries, 

countries at an official onl y privat enterprises and multinationals. 
level: 

Payment terms: 

Name of respondent: 

Financial package consisting of straight payment. 
L/C together with all forms of C.T. payment forms. 

Dr.Herbert Stepic, Member of 
the Board 
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Quest ionnai re 

Counter t rade Manua l 

Sources o f Advice , Assis tanc e an d Serv ice s 

Name o f Company : 

Address : 

LLoyds Ban k Plc 

Barter an d Countertrade Departmen t 

71 Lombar d Stree t 

LONDON EC3 P 3BS 

Telephone No. 

Telex No. : 

Fax No.: 

(01) -  62 6 1500 x 227 8 

888301 L O Y D L N G 

01 - 626 1500 x  316 4 

Name/position o f contact(s)2 . R . Eng land , Sen io r Manage r 
3. D.R . S t o t t , Manage r C o u n t e r t r a d e Se rv i ce s 

A sepa ra t e shee t may  b e a t tache d i f yo u wis h t o l i s t s u b s i d i a r y o r reg iona l 
o f f i c e s . 

Range o f service s offere d 1.  Advic e o n s t r u c t u r i n g Countertrad e operat ion s 
to developing countries: 

2. Introductio n t o Traders/Buyers/Supplier s 

3. Documentin g transaction s 

4. Administratio n an d control o f transaction s 
5. Norma l bankin g facilitie s 

countries a t an official 
level : 

Payment term s : 

Name of respondent: 

advising developin g Countrie s i n all types of 
banking services . Th e B & CT Department has 
given advic e t o numerous Countrie s i n developin g 
their Countertrad e activitie s t o maximise 
export/import requirements . 

N/A 

D.R. Stot t 
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1.A.J. Linger,—Chief  Manager 

Previous experience of 
advising developin g Lloyds Ban k ha s many year s experienc e in 



Questionnaire 

Countertrade Manua l 

Sources o f Advice , Assistanc e an d Service s 

Name o f Company : WRC0TRAD E S.A. 

A d d r e s s : 10, Cour s de  Riv e 

Geneva 3 

Switzerland 

T e l e p h o n e No . :  (022 ) 3 6 19 2 0 

T e l e x No . :  42133 3 A/ B ARA 

Fax No . : (022) 3 6 14 3 9 

N a m e / p o s i t i o n o f c o n t a c t ( s ) S  Cabai -  Manage r 

ft Iran i -  Manage r 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries :1)Commodity imports/Exports 

Previous experienc e o f 
advis ing developin g 
c o u n t r i e s a t a n o f f i c i a l 
l e v e l : 

Payment terms: 

Name of respondent: Aspi Iran i 
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2) Financ e 

3) Transpor t 

4) Investmen t i n Expor t oriente d project s 

5) Competitiv e Impor t Substitutio n project s 

1) Pakista n 

2) Ira n 

6) Ugand a 

7) Suda n 

3) Madagasca r 

4) Tanzani a 

5) Zambi a 

To be mutually agree d 



Questionnaire 

Countertrade Manua l 

Sources o f Advice, Assistanc e an d Services 

Name o f Company : 

Address : 

Telephone No.: 

Telex No. : 

Fax No.: 

Name/position o f contact(s ) MARTIN R, BRILL. V.P. 

A separat e shee t may be attached i f you wish t o list subsidiar y o r regiona l 
offices. 

Range o f services offere d 
to developin g countrie s . (1) Advise clien t on negotiating an d pricing 

strategies fo r countertrade product s 

(2) Identif y end-user s 

(3) Establish escro w account s 

(4) Case-by-case financ e importer s and exporters 

(5) Provide documentar y service s t o support the transactio n 

Previous experienc e o f 
advising developin g 

Advised an d structured countertrad e transaction s i n 

countries a t an officialChina, Malaysia , Brazil, Mexico, Zimbabwe, Belgium , 
level : 

Jamaica 

Payment terms : 

Name o f respondent : 

Fee basis determine d by difficulty o f transaction , 

amount and time require d 

MARTIN R. BRILL 
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MARYLAND NATIONAL BANK 

2, NORTH CHARLES STREET 

BALTIMORE. MP 21201 

301-244 6026 

197637 

528-2786 



Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance an d Services 

Name of Company: M G Services Company 

Address : 520. Madison Avenue. 

27th Floor. 

New York. 

NY 10022. U.S.A . 

(212) 715 5200 

423540 mgs ui 

(212) 715 5291 

Telephone No. 

Telex No. : 

Fax No.: 

Name/position of contact(s) Phili p S. Beckerman 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: a ) Advice on the establishment of manageable. 

effective Countertrade schemes/policies 

b) Setting-up of Trade Finance facilities for the 

import of essential goods. 

Previous experience of 
advising developing *Advic e t o Indonesian Department of Trade on 

countries at an official Countertrad e Regulations. 
level: 

*Advice to Malaysian Unit Khas Countertrade/Ministr y 

of Trade and Industr y on Countertrade Regulations. 

*Advice to Columbian INCOME X on Countertrade Regulations. 

•Frame Countertrade Agreements with the Governments of 

India, Pakistan, Bangladesh, Greece. 

Payment terms: T o be negotiated. 

Name of respondent: Mr. Yves M. Kupfermunz, Managing Director of MG Services 

in London. 
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Q u e s t i o n n a i r e 

C o u n t e r t r a d e Manua l 

S o u r c e s o f A d v i c e , A s s i s t a n c e an d S e r v i c e s 

Name o f Company : MIDLAN D BAN K P L C , INTERNATIONA L D I V I S I O N 

A d d r e s s : 8 7 QUEE N V I C T O R I A S T R E E T , 

LONDON EC4 V 4A P 

T e l e p h o n e No . :  0 1 - 2 6 0 4 5 4 4 / 5 0 0 8 

T e l e x No . :  8 8 7 3 0 5 / 8 8 8 4 0 1 

Fax No . :  0 1 - 2 6 0 5 7 2 3 

Name/position o f contact(s ) G.M . Nockles , Countertrad e Directo r 
C.H. Her i tage , Manager , Countertrad e 

A s e p a r a t e s h e e t ma y b e a t t a c h e d i f yo u w i s h t o l i s t s u b s i d i a r y o r r e g i o n a l 
o f f i c e s . 

Range o f s e r v i c e s o f f e r e d 

to developin g countries : Advic e o n counte r t rad e i n othe r countr ie s 
Consultancy se rv ic e o n th e meri t s o f counter t rad e 
Detai led ta i lo r -makin g o f counter t rad e polic y t o 
fit i n wit h countr y reguirement s 

P r a c t i c a l a s s i s t a n c e i n a l l aspect s o f 
implementation o f counter t rad e polic y 

P r e v i o u s e x p e r i e n c e o f 
a d v i s i n g d e v e l o p i n g 
c o u n t r i e s a t a n o f f i c i a l 
l e v e l : 

A s s i s t a n c e i n e x p o r t p romot io n throug h t r a d i n g 
s u b s i d i a r y 
ADVISORY WOR K O N COUNTERTRAD E 

CYPRUS -  Min . o f Commerc e an d I n d u s t r y 

Payment terms: 

EGYPT - Export Development Bank 

ECUADOR - Ministry of Foreign Trade 

MALTA - Malta Development Corporation 

THAILAND - Ministr y of Commerce 
in addition the Midland Bank Group has undertaken 
a variety of advisory work in many countries in 
related areas 
Subject to individual negotiation 

1986 

1985 

1986 

1985 

1986 

Name of respondent: C. Heritage 
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Q u e s t i o n n a i r e 

C o u n t e r t r a d e Manua l 

S o u r c e s o f A d v i c e , A s s i s t a n c e an d S e r v i c e s 

Name o f Company : 
MIRTECH S.A . 

A d d r e s s : C as e p o s t a l e 9 3 

CH-1211 G e n e v a 1 9 ( P e t i t S a c o n n e x ) 

S w i t z e r l a n d 

T e l e p h o n e No . :  G e n e v a ( 0 2 2 ) 7 6 . 1 1 . 3 7 

T e l e x No . : 

Fax No . : 

Name/position of ccntact(s) Donal d Whittake r -  Managing Directo r 

Thaddeus Kopinsk i -  U.S. rep. based i n Washington, D C 

A separate sheet may be attached if you wish t o list subsidiary o r regional 
offices. 

Range of services offered 
to developing countries: W e have Prepare d papers , presented talk s an d provide d 

consultancy service s t o various developin g countrie s 

in the framewor k o f UNCTAD - an d ASTRC-spcnscre d 

seminars, workshops an d conferences . V, e have prepare d 

negotiating guide s fo r th e Economic Commission fo r 

Europe's Exper t Grou p o n Contrac t Practices , fo r us e 

in countertrade negotiations . Thes e guide s hav e bee n 
Previous experience of 

advising developing widel y distributed - thrcugh th e U.N , system . 

countries a t an official We  hav e advise d STC s i n severa l developin g countrie s 
l e v e l : 

on p o t e n t i a l p a r t n e r s ( e n d - u s e r s , t r a d i n g h o u s e s , 

i n k s ) f o r i n d i v i d u a l c o u n t e r t r a d e t r a n s a c t i o n s . 

Payment t e r m s : 

Name o f r e s p o n d e n t : 

N e g o t i a b i e . 

D o n a l d W h i t t a k e r 
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Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance and Services 

Name of Company: NISSH O IWAI CORPORATION 

Address : 

Telephone No.: 

Telex No.: 

Fax No.: 

Name/position of contact(s) MR.I.IZUMI, GENERAL MANAGER OF COUNTERTRADE 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: 

Japanese based, trading house (sog o shosha) 

Previous experience of 
advising developin g 
countries at an official 
level: 

Payment term s : 

Name of respondent: 
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4-5, AKASAKA 2-CHOME, MINATO-KU, TOKYO 107, JAPAN 

(03) 588-3654, 588-3631 

22233 NIC TK 

(03) 588-4334 

OFFICE 

with 137 international offices. 



Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance an d Services 

Name of Company : 

Address : 

POSTIPANKKI 

Unioninkatu 20 

SF-00007 Helsinki 

FINLAND 

Telephone No . :  +358-0-16 4 378 2 

Telex No . : 

Fax No. : 

123687 PSPUS SF 

+358-0-164 3634 

Name/position of contact(s) Mr . Jouko Toikka 

Special Adviser 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: Ful l banking services + countertrade advic e & 

assistance in Finland - related trad e operation s 

Geographic specialties ; Eastern Europe 

Previous experience of 
advising developing 
countries a t an official 
level : 

Payment terms: 

Name of respondent: 

Subsidiary i n London: 

Jouko Toikka 

POSTIPANKKI (U.K. ) LIMITED 
10/12 Little Trinity Lane 
London EC4V 2AA 
Tel. +44-1-489 030 3 
Tlx. 894818 FINBK-G 
Cables FINNIT, LONDON EC4 
Telefax +44-1-489 114 2 



Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance an d Services 

Name of Company: Produc e Studies Ltd. 

Address: Northcrof t House, 

West Street. 

Newbury. 

Berkshire RG1 3 1HD Englan d 

Telephone No.: (0635 ) 46112 

Telex No.: 84922 8 PROMAR G 

Fax No.: (0635 ) 43945 

Name/position of contact(s) Stephe n Jones - Director, Overseas Division 

Ashley Jagoe -  Research Executive 

A separate shee t may be attached if you wish t o list subsidiary or regional 
offices. 

Range of services offere d 

to developing countries : Policy advice to governments an d private clients. 

Finding buyers fo r countertraded exports . 

Identifying incrementa l export opportunities. 

In-country studies to identify potential countertrad e 

exports, and assess feasibility o f countertrade. 
Publications and seminars. 

Previous experience of 
advising developing Co-ordinatin g consultant s fo r Commonwealth Symposiu m 

countries a t an official o n Countertrade , in Jamaica. 1986. 

Consultants retained by the Commonwealth Secretaria t 

to research and prepare this countertrade manual. 

Payment terms: Negotiable . 

Name of respondent: 
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level : 



Quest ionnaire 

Countertrade Manua l 

Sources o f Advice , Assis tanc e an d Serv ice s 

Name o f Company : Prudent ia l -Bach e Trad e Corporatio n 

Address :  10 0 Gol d S t r e e t , 5t h Floor , 

New York , Ne w York , 10292 . 

Name/position o f con tac t ( s ) Nei l H . Capla n 

Sr. Vic e P r e s i d e n t . 

A separa t e shee t ma y b e a t t ache d i f yo u wis h t o l i s t subs id i a r y o r r eg iona l 
o f f i c e s . 

Range o f s e rv i ce s offere d 
to developin g c o u n t r i e s : Merchan t Banking , Trad e Finance , P ro jec t Finance , 

Commodity-linked Finance , Counter t rade , 

Pre-Export Financing. 

Previous experience of 
advising developing Special Trading Agreement with the Government 

countries at an official o f Pakistan, 
level: 

Advisors to African Development Bank 

- Advisors to Asian Development Bank 

Payment terms: 

Name of respondent: Steven Peterson, V.P. 
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Telephone No. : (212) 406-661 5 

Telex No . : 6720090 PBTC VW 

Fax No.: (212) 619-1409 



Quest ionnaire 

Countertrade Manua l 

Sources o f Advice , Assis tanc e an d Sery ice s 

Name o f Company : Scandinavia n Tradin g I n t e r n a t i o n a l L t d . , 

Address : 3 Queen Street, 

Mayfair, 

London, W1X 7PH 

England 

Telephone No. : 01-409284 0 

Telex No . : 

Fax No.: 

263576 Tradea 6 

44-1 6295178 

Name/position of contact(s) Rol f Carlsson 

Peter Marks 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: Countertrad e assistanc e 

Previous experience of 
advising developing 

Structuring 

Import-Export 

Commodities such as oil, fertilisers 

food products and agriculture products 

Government level as well as on private 

countries at an official levels , 
level: 

Payment terms: Countertrade 

Name of respondent: Rolf Carlsson 
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Quest ionnai re 

Counter t rade Manua l 

Sources o f Advice , Assis tanc e an d Serv ice s 

Name o f Company : S k a n d i n a v i s k a E n s k i l d a B a n k e n t SEB  I n t e r n a t i o n a l 

Address: 10 6 4 0 STOCKHOL M 

Telephone No . : 0 8 - 7 6 3 5 0 00 

Telex No . : 1 1 00 0 e s s e b i s 

Fax No . : 0 8 - 7 6 3 8 3 89 

Name / p o s i t i on o f contac t (s ) D e p a r t m e n t M a n a g e r 

W i l l i a m N i s s e r 

A sepa ra t e shee t ma y b e a t tache d i f yo u wish t o l i s t s u b s i d i a r y o r reg iona l 
o f f i c e s . 

Range o f s e rv i ce s offere d 

to developin g c o u n t r i e s : SE B p r o v i d es f i n a n c i a l s e r v i c e s commercia l 

and lega l advice , arrange s Interban k agreement s 

and keep s spec ia l account s unde r C T cont rac ts , 

SEB ha s togethe r wit h Danish , Norwegia n an d 

Finnish bank s forme d th e SB P Tradin g Group , 

thus comprehensivel y coverin g a  marke t o f 
25 mil l io n people . 

Previous experienc e o f 
advising developin g A s th e leadin g ban k i n Scandinavi a SE B offer s a 

countries a t a n officia l w i d e r a n g e o f f inanc ia l service s an d advic e t o ou r 
level: 

c l i e n t s , t o ou r correspondent s an d t o variou s 

o f f i c i a l f inanc ia l i n s t i t u t i o n s i n connectio n wit h 

Scandinavian r e l a t e d a c t i v i t i e s i n Afric a an d 

Larinamerica/the Carribea n 

Payment terms : CAD , L/CS / Blocked » amounts , Deferre d paymen t 

Name o f respondent : 
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Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance and Services 

Name of Company: Strait s Petroleum and Partners 

Address : 

Telephone No.: 

Telex No. : 

Fax No.: 

Name/position of contact(s) 

P.O. Box 546 

Diablo 

California 94528 

U.S.A. 

(415) 831 0110 

353438 

(415) 831 0110 

Head Office: Park House 

165/177, The Broadway 

London SW1 9 1AQ 

01 543 2133 

917910 STRAIT G 

01 543 7906 

Tony Amor - Vice President 

A separate sheet may be attached if you wish to list subsidiary or regional 
offices. 

Range of services offered 
to developing countries: 

Previous experience of 
advising developing 
countries at an official 
level: 

Oil and countertrade consultants - wide range of 

specialised services to international exporters 

considering / utilising CT to improve their competitive 

position or to overcome payment or financing problems. 

Services include planning CT strategy, developing details 

and structure of tenders, helping with or undertaking 

negotiations, documenting and implementing the transaction 

Principals have all worked in third-world countries. 

Mr. Amor has also worked (and continues to work) for the 

U.S. Agency for International Development in the 

Caribbean. Othe r principals have been active at 

Government levels in a number of African countries. 

Payment terms: 

Name of respondent: 

Commission basis, based on successful transaction. 

A.R. Amor. 
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Questionnaire 

Countertrade Manual 

Sources of Advice, Assistance an d Services 

Name of Company: UNITE D NATIONS CONFERENCE ON TRADE AND DEVELOPMENT (UNCTAD ) 

Address: Palai s des Nations 

1211 GENEVA 10 

SWITZERLAND 

Telephone No.: (022 ) 54 60 11 

Telex No.: 2 8 96 96 (CAL L BACK: UNO CH) 

Fax No.: 

Name/position of contact(s) Mr . Raul Uranga, Chief, Enterprises/Sectora l 
Co-operation Section, Division ro r ECDC 

Mr. F. Joshua, Economi c Affair s Officer, Enterprises/ 
Sectoral Co-operatio n Section , Division for ECDC 

A separate sheet may be attached if you wish t o list subsidiary o r regional 
offices. 

Range o f s e rv i ce s offere d 

to developin g c o u n t r i e s : Apalytical  studie s o n th e policies , practices , lega l an d 

other institutiona l arrangements , relate d economi c an d 

trading issues ; identificatio n an d evaluatio n o f C T opportunitie s ; 

technical advis e an d trainin g fo r bot h publi c an d privat e secto r 
business executives . 

Previous experienc e o f 
advis ing developin g Interregional  and  regiona l trainin g workshop s convene d i n 
coun t r i e s a t a n o f f i c i a l 

l e v e i : Belgrade
, Kula  lupur , Bangkok , la s Palma s (Gra n Canar y Island 

(National traning  workshop s du e t o b e hel d shortl y i n Lir a 

and Mexico city other  specialise d event s forecasted) , 

Payment terms : No t relevant . 

Name o f respondent : Fran k T . Joshu a 

1-66 
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