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13) Batis Ltd., Op-cit; pp: 3-4

oy

www.manaraa.com



© Arabic Digital Library - Yarmouk University

14) Batis Ltd., Op-cit; p.4.
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37) Welt G.B. Leo, Op-¢it; p. 16

38) Alexandrides G. Costas and Bowers L. Barbara, Countertrade Practices,
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The Role of Counter Trade in the
Economies of Developing Countries
"The Case of Jordan"

For the Period (1980 - 1990)

Prepared by: Fouad Mohammed Issa Aref

ABSTRACT

This study aims to analyse the effectivness of countertrade in developing
countries economies, concentrating on the Jordanian economy during the period
1980-1990, '

This study by following the historical development of countertrade shows it
to be an old type of trading, as countertrade is not a new discovery. It has been
used and known in its simple form since the human race began and even before
money was used. As history shows people atthe beginning of human society
existence used to exchange goods they produce which exceeded their needs by
goods they produce but didn't have. Such type of trade was called Barter. Barter
was first used by Sumerians, Babylonians, Phoenicians and anclent Egyptians in
which they exchange among each others their hunts, animals products and
grains.

Pure Barter was used for along pericd of time untill merchants and
specialized producers appeared.The huge increase of goods and services
produced, plus the appearance of different tastes and needs in the various
socioties made it impossible for Barter trade to continue any longer and forced it
to fade away specially because Barter trade did not have an accepted scale for
traders. And in later stage, when Barter trade failed to meet the needs of the
developed economies, human race started to look for a scale in which the value
of goods and services can be measured, finally money were discovered and
used. Leaving Barter trade to be the oldest type of trade over to exist.

In general, Countertrade can be devided into two main types:-

The first one is known as the commercial transactions, it concerns dealing
and exchanging of goods and services which no producing relations among
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them, they are smalled sized goods and time of executing such deals in usually
short and the prices are unstable in most cases. Barter trade, counter-Purchase,
and Bilateral trading agreements are considered to be the main forms of this type.

The second type of countertrade is known to be the Industrial co-operation
agreements, it includes arranging for selling technology, industrial equipment,
turn-key plants and joint ventures. The buy-back, offset and jeint ventures '
agreements are considered to be the main forms of the industrial co-operation
agreements. Concerning estimates of the size of countertrade, there is no
maintained evidence as to the real size of such trade activity.

The Organization of Economic Co-operation and Development (OECD)
estimated Its size to be 4.8% (approximately 80 billion U.S. Dollars) of the total
wolld-wide trade in 1985. GATT Organization (The General Agreement of
Customs Trade Tariffs) estimated it as 8% of international commodity trade in
1984. The British Magazine "The Economist’ estimated it as 25% thereof
representing 15-20% of trade between Eastern and Western European countries.
It concluded that the use of such trade is not only limited to developing countries
but is also extended to cover industrial and developed countries but is also
oxtended to cover industrial and developed countries where it is used to market
excess supply of their industrial products and to exchange strategic commodities
with the raw materials such as oil. Such trade, however, is considered a means
for collecting overdue debts for creditors of Western Exporters,

However, the opinions and views of international organizations pertaining
fo the use of countertrade are negative and far away from objectivity. They
represent objections characterized by the desire to protect individual interests.
This is because such organizations operate in accordance with a free trade and
multilateral monetary system. Thus, they object to the use of countertrade and
describe it as being inefficient operating against market powers and in addition to
impeding the development of free trade as a means of a payment.

As for using countertrade in developing countries, the study shows the
importance of such trade to the continuity of foreign trade and to help these
countries evade problems of ordinary trade related to the fluctuation of exchange
rates and international liquidity problems; the increasing prices of trade exchange
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terms between industrial and developing countries as a result of the decrease in
prices of their exports of unfinished and industrial commodities restricted to one
or two producers. Therefore, the developing countries found this type of trade to
be one of the available alternatives for dealing with these problems, as a tool for
activating their trade exchange and separating monetary influences and prices
from the economic variables that govern the exchange process.

More and above, such trade motivates and increases exports of those
countries while launching new markets for their national products, financing their
imports, rationalizing their reserves of foreign currency, establishing joint
ventures, raising foreign investments and earning modern technology.

Nevertheless, the study has revealed that Jordan has been engaged in the
countertrade deals in as early as the beginning of the fifties through bilateral
trade agreements. It has been further proceeding in the various forms of this
trade since 1985: it has signed numerous agreements of counter deals and
payment with some Arab countries. It has also signed agreements of barter trade
and counter purchase as well as joint ventures with the countries of South

' Eastern Asia and some communist countries.

Jordan, however, aimed at prometing its national exports in general and at
increasing phosphate exports In particular. On the other hand, it sought funds for
its imports of goods and services with an eye on reducing the deficit in the trade
balance with some countries; encouraging foreign investments and rationalizing
reserves of foreigh currencies.

On the other hand, the study has concluded a shortage in statistical data
on the values of imports and exports made through countertrade due to the
absence of countertrade transactions as an activity independent from those made
in cash payment through ordinary trade in the government registers and in
entry/exit ports. In addition, there are no specific laws and regulations to govern

countertrade.

Hence, the study recommended that separate accounts be established
especially for this type of trade. Regulations and laws must be written down to
stipulate countertrade along with its various types as well as defining its own
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terms and concepts in order to help achieve international recognition thereof |
including its benefits and profits.

Finally, the study indicated that there is an increasing inclination towards
using the countertrade system in future due tothe renewed requirements and
needs of life let alone critical problems of which most countries suffer such as:
debt crises, unemployment, increase of rates, and deficits in general budgets and
balances of trade; all witnessed and lived in unstable economic, political and
social conditions in most regioﬁs in the world. This requires that countries adapt
their trade approaches and take flexible initiatives in international transactions
including countertrade in order to insure a sustainable international trade and to
provide routes for future development of both these countries and their
developing economies.
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