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GDR PROCEDURE FOR HANDLING BARTEZR TRAMSACTIONS

deals with ODR procedures for handling

barter transactions. The report identifies types of bearter trens-
actions, the duties and responsibilities of various GIR foreign-
trade agencies in negotieting and carrying out barter transactionms,
and various arrangemenis among GIR foreign-trade ageaciss istended
to facilitate the movement of commodities under barter contracts.
The date of information is prior to July 195k.

50X1-HUMN

The term "trading DIA,” as used in this report, refers to all
DIAs except the DIA for Barter Trade,)

~

General

Barter transactions are exchanges of comsodities in which no payments are
made, but deliveries and counterdeliveries are belsnced vith one another by
the trade partners. Although in larger barter transactions clsering sccounts

} may be established in banks of seversl countries, it is the decisive character-
istic of this type of transactiocn that no trensfer of currency takes place.

With the growth of barter trade after World Wer I, the barter trade firm
appeared in the £icld of interpational treds as a broker who broaght together
importers and svporters and who srranged for the balancing of deliveries.
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' e following types of ‘ééx‘:gr contracts are vsed by the GDR: -

1. Global agreements ora concluded between a GIR foraigne.trade noeney
and & foreign barter trade firm vhich either is suthorized by the foreign -
state to sign the agreement or has & wosopely posicion. The global agrea- . ..
 mant is a comtractundsr interpatiomal civil lav snd provides for the exchengs .. -
of 1isted commodities of egual total valua. The foreign partner iz not hime
3elf a dsgler in the individual commodities exchenged under the agreement.
w0 Instead,  every firae in the forelign parinerts country has the right, ‘sub jeet,
.7 to licensimg regulstions, to tuy aud cell goods under the grovisions ol this
i sgresmpent. ., A T e T e R

5 2. Global barter eontrasts are signed betveen s GIR foreign-tyods
... ogeney and & forsign partner who imporis and exporia soss ¢ the comsawditing
“1i{ated in Yt cchtrset on his cwn account, and who Acta ag & broker with
" raspect to the other commodities. Goods to be imported under a globsl )
. barisr coutyact are fally specified as to commodity, prices, delivery dates,
etey, while goods to be exported are specified only by - comsodity groups:and
- quotee for commedity groups. o e I SRR RS

i3, pheleton barter contracts are signed betwees a CUR Porsignetrade.

" agencey end a foerelzn pariner ¥nho ususlly deals in the commoditiss Listed dn
the contract on his own acgount.  Gencrally, these are preliminary coptracts,
providing only for the purchase and sale of certain specified commodity
groups in veluwes indicated for each group. Actual imports and exporis are
agreed upon latar in individual contracts containing specific provisions.

4. Individual barter contracts are signed by a GDR foreign-trad: a: - r~
vith a foreige trade enterprise dcing bueiness on its own account, or iiin .
foreign commission merchant. In such a contract, import and export comuo:...:
are fully specified. [Iadividual barter contracts may be concluded undexr .. -
provisions of existing global agreements, global tarter contracts, and siel-ito.
barter contracts,]

5. House barter centracts are signed between a DIA and a single foreign
firm, and provide for the exchange of goods falling wholly within the &rea of
. responsibility of the contracting DIA. Individual DIAs oay sign and carry
out such contracts with the consent of the DIA for Barter Trade.

6. A barter share is a trading DIA's share in the total gocds to be
treded under a barter contract which provides for the exchange of goods falling
within the areas of responsibility of several trading DIAs.

Processing of Barter Transactions

When a trading DIA requests arrang=ment of a barter exchange, the DIA
for Barter Trade has the following duties:

1. To negotiate and conclude global agreements, global bvarter contracts,
skeleton barter contracts, and individual barter comtracts.

2. To authorize house barter contracts.

3. To submit the contracts to the Main Department for Commercial Policies
in the Ninistry of Foreign and Intra-German Trade for approval.

4. To register and control the sxecution of all barter contracts {except
house barter contracts) concluded by GIR trade enteryrises in forsign anmd intre-

German trade.
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In an-uiging'a. Sa.i-'tex exchange , the particimting trading"m’ﬁ.s iiavé the’
i‘ollm-'ing duiies: :

1. 'riwy wast mvsstigat» the markets and find psrties interested ‘n ihe
goods they wish ¢0 sell, snd {hey muat conduet negotistions with respect to
thelir barter sheres and inform the DIA for Barter Trade of the results. The
trading DIAs must inform the DIA foxr Barter Trade, pot more than one month
after they have bean informed of their foreign trade pian, vhat comdities
. they wish to exchanga with individual countrivs under barter arrapgsments, 8o °°
©+ that the DXA for Barter Trade will be able to conclude tha mcessw bmr g
agreepents aml cmtmts. . :

| ‘ A 2. The DIAs must negoiiaic snd *o:;"luda house barter ccm:racm as wau :
. ' L Snii 8 individual export and import cant rects ea;.led for by exiatmg gle.\ml agreeo;

o menta and barter contracta.

. -i“,:; . 3. Eachk DIA is mspcnsible for the shiwnf. of em cmﬁiues vithm o
i o ‘1te ares of coxpetence wvhica are exchanged under the mv‘ph, af barter .
contmcts i.a which it h@s 8 sbam. : : . o :

(el I cmying out barter trmactmns , the DIA for Bartar 'tre.do haa r.m
fellowmg renpcnsibilities' D S

1. When an export orde* is requested for an mdivid\ml barur tmucttm,
the DIA for Barter Trade must fix the date on which the export order m:ust be
returned to it and enforce observance of that date, and it must trunsmit a2
the same time the approved individual barter contract to the trading DIA con-
cerned.

2. In negotiating barter agreements and contracts, the DIA for Bur‘:c

Trade must check the credit of the foreign partner and must see to Lt tu-.

' the foreign partner obtains authorization for the barter contract [presumal
from competent authority in his country] at the proper time.

3. The DIA for Rarter Trzde must submit to the trading DIAs concerned
a8 draft of any barter cexntract in which such DYAs will participate. Aftcer
the draft is checked by the trading DIA, it 1s returned to the DIA for
3arter Trade. Three days after receiving this draft, the DIA for Barter
Trade must return the fully signed contract to the trading DIA.

L. The DIA for Berter Trade must control the execution of barter con-
tracts. Two days after individual barter contracts have dbeen signed, it
nust check whether the provisions of these contracts agree vith the provisions
originally agreed upon in the export orders for the goods now covered by these
tarter contracts. If the provisions of the individual barter contracts and
the export orders are the same, the DIA for Barter Trade must confirm the .
individual barter contract as being a part of a global agreement, global barter .
contract, or skeleton barter contract. The DIA for Barter Trade must also
transmit to the appropriate trading DIAs individual export and import licenses
issued by foreign countries under global agreements. It must further authorize
the dispatch of exports not less than 20 days before they are scheduled to be
dispatched from the production enterprise, provided counterdelivery has been
received or a collateral letter of credit or a bank guarantee has besn furnished.
It must alsc decide whether to grant authorization for the opening of import
letters of credit, and approve requests for such authority which arc sudbmitted
bty the DIAs to tbe Ministry of Fforeign and Intra-German Trade.

In carrying out barter transactions, the exporting DIA has tks following
responsibilities:

» 3 -
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1. Tt must assist in negotiating barter contracts. Tt mst pro
prospectus material of export compodities and submit offers when whase ~ow
requested from abroed. Il must meke a monthly report, by the 15th ~r . %,
montl, ¢n inventory svajlable or becoming nvailable for sxport. Ii vl ..
promote the sale sbroad of commodities which it wishes to include in iur
barter shsre in any barter contract. It must complete and transwit to the
DIA for Bearter Trade [previously negotiated] export orders which are to e
{nieluded in barter contrscys under negotiation. o .

2. .hé esporting DIA munt process the drafts of barter contracts for— ,w
warded to it and check whather the export commodities covered by suca con-
tracts cen be made avallable for export.. ' e AR S Co

S e T 3. The exporting DIA ic also respossible for woncluding on schdnie
. ) : 1ndividual contracts covering barter shares sllocated to it under eny global’ Y . . ]
e agreement, global barter :ontract, and skeleton varter contract. If there SR i 3
are any aifficulties in making full use ol guch a lerter share, the experting : e
DIA must o notify the Depariment for Contract Control of the DIA ®or Berter.
Trode befcre two thirds of the period allowed in the barter coatracts. for
‘mgreeing on specificstions of goods to be traded hag pastad, N

i S L,  The exporting [IA must furthar gec to 1t thot individusl contracts o R il 3
- o s sre properly drawn up, that their provisions agree vith those of the berter [ . i B -
] contract under vhich the goods are tu uve troded, and vthet thesc ingividual ’ : 3
contracts are properly submitted to the DIA for Barter Trade. The exporting
- DIA must provide iu the export order that the production eaterprise wiil
notify the DIA for Barter Trade, L weeks in advance of the delivery dote
provided for in the export order, on whiih date the commoal4les w'll -~u.~n
be ready for shipment. If the export goods are Lot to be sent to tuc o
party to the barter contract, but to another purchaser, the exporting LI
must obtain, preferably through the actual purchaser, a certificate
party to the barter contract permitting delivery of the goods to the ihi.

party.

5. The exporting DIA must procure all individusl {import) licenses
[from the recipient country when the goods to be exported under a barter
contract are not covered by a single foreign import license]. It must also
obtain all letters of credit, collateral letters of credit, bank guarantees,
and other collateral required by barter contracts.

6. The exporting DIA must see to it that shipments of goods whose
dispatch has been authorized are actually made. 1f such goods cannot be
dispatched within the time limits set, the exporting DIA must so notify
the DIA for Barter Trade, indicating & new shipping date, sc that the DIA
for Barter Trade cun meke other arrangements. The DIA must in general see
to it that commodities are shipped on schedule, by sending authorizetion of
shipment to the production enterprises and drawing up and sending out the
export bill of lading at the proper time. The exporting DIA is responsible
for checking the conditions of letters of credit, and fcr drawing on letters
of credit, guarantees, snd cther collatersl. Within 18 days after the dis-
patch of the commoditles, the exporting DIA must settle with *he Department
of Contract Settlement of the DIA Tor Barter Trade on the basis cf & book-
keeping voucher on a foreign-exchange invoice.

The importing DIA has the following responsidiiities in carrying out

1. Io connection with the negotistion of barter contracts, it must
obtein and process on scheduls offers of foreign goods. It must make an
effort to find {mport goods which it will include in ite barter shares; and
1t must maxe availebie to the DIA for Barter Trade all specificetions of

-k

S-E-C-R-X-T

Sanitized Copy Approved for Release 2011/06/16 : CIA-RDP80-00809A000600150228-2




g

t . o

Sanitized Copy Approved for Release 201 1/06/6 - CIA-RDP80-00809A000600150228-2 —]

.

§-E-C-RBT 50X1-HUMg

commedities which it wishes to purchase abroed under barter conmtreets. These '
specifications mmst be made aveilable within 3 days after they bave been re- 0
quested by the DIA for Barter Trads, assuming that binding negutistion. have '
bees made previously [presumsbly between the importing DIA snd 1ic torcl 07+

. supplier]. Before submitting these specifications to the DIA for Barcer
Trade, the importing DIk must have obteined the required pur«mz pemits
from the competent GDR authority.

5 2. The impm'tmg DIA must process drafts of barter contracts fomrded'
"to it {by ths DYA for Barter Trede], and check whether the imports yrovidad
for m the contmcts are sctuslly avallable fop purckmse :

3. The importing DIA muet conclude oh senedule mdivid\_ml cm\.racta
. under the provisioms of global sgreements and skeleton barter agree wnts, .
-.of which barter shares have been sllocsated to it by the DIA for Bsrter Trade,
:2 If there are any difficulties in making full use of the allocated bsrter shum,
“» the importing DIA most co notify the Department for Contract Settlement of the '
. .DIA for Barter Trade before two thirds of the pericd allowed in the barter ...
. contract for agreei ng on specifications of goods to be treded has el,apsad. e

o L, The 1wportmg DIA must properly negotiate and dr&v up inddvidual
: contr&eta under the provisions ol the barter contracts, and it must s_\.b'nit '
these ipdividusl- coatradis o' the DIA'fer Barteér Trade on schedule.

5. The importing DIA is also responsidble for the procurement of ell
individual [export] licenses [from the country of origin, when the goods
to be imported under a barter contract are not covered by a single forei:n
export license.] It must also obtain all letters of credit, collateral
letters of credit, and bank guarantees required by barter contracts.

6. The importing DIA must facilitate the movement of commoditic:c °
making the import bill of lading available on schedule at the boundary cr
at the border control point. The importing DIA must notify the DIA for
parier Trade of the receipt of any imports within 5 days aiter their arrival
in the CIR. The trade office of the LIA which 1is importing any commoditie:
must notify its own Department for [Invoice] Settlement and Audit, vhich in
turn sends an export releace to the DIA for Barter Trade. In case of & house
barter contract, the Depertment for [Invoice] Settlement and Audit sends tbe
export release to the exporting trade office of the same DIA. The importing
DIA must settle with the DIA for Barter Trade {on the basis of s bookkeeping
voucher or a foreign-exzchange invoice) within 10 days after the receipt of
the imports or notify the DIA for Barter Trade why settlement ciannot be made
within this period.

¥hen a trading DIA enters into & house barter contract, it must submit
the contract to the Desk for Contract Registration of the DIA for Barter Trade
for approval and registration. Cancellations and changes under such contracts
must be reported to the DIA for Barter Trede in the form of a supplement. The
trade office of the trading DIA which has the largest share in such a cancel-
lation or change must prepare such & supplement.

Organlution of the DIA for Barter Trade

Unlike the trading DIAs, the cifices of the DIA for Barter Trade are
organized on a country basis, as follows:

- 5 -
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6ffice Aren of Hesponsibility Chief  Telephone Extens:...

%1 Sweden, Horway - Schober 218

K2 Dexmark, Greet Britain, . Kslbitz 280
‘Ireland, Iceland ) .

Eetherlands . Yolk . 367
Frence, Belgium " Stilimemn 361
Switzerland, Italy, Austria Quietzsch EETEP
Non-Buropean Countries Liebsch : o - 288

West Germany Schramm - - 362

Since the DIA for Barter Trade has the functions of a broksr end
coordinator;. the provisions of the general contract system do not regulate
the relations batween the DIA for Bsrter Trade end the trading DIAs. Since
1953, the DIA for Barter Trade has issued [monthly?] cireuler latters con-.
taining infvrmation of use to other GLR agencies. The Work Contrel Depact
ment fpresumably of each DIA] supplies pertinent information from these
circular letters tc the approprizte trade offices of its DIA.

Tne DIA for Barter Trade has agreed to huld monthly consultatlons
with the @irectors and trade office chiefs of [each?] trading DIA. ‘-
the occasion warrants it, the DIA for Barter Trade will alsc inviie =
trade office chief in a trading DIA to participate in direct negotiatio:n
with a foreign customer.

Frices in Barter Transactions

There is no reason for demanding or accepting prices in barter traus-
actions other than thcse which weould bte demanded or accepted in trensactions
in vhich payment is made by letter of credit. The price is dependent on the
market and on the quantity of goods sold. The trade office chief is res;onsible
for obtaining the highest possible price for exports and tne lowest possible
price for imports [in barter as well as ia other types of transactions].

To achieve & unifore price policy {for all GDR foreign trade agencies],
the competent trade office chief or director {of & trading DIA] may request
an investigation of prices for all goecds cor for a single commodity to be
traded in a barter transactio» from the Department for Markeis and Prices of
nis DIA, which then passes this request on to the Department for Markets and
Prices of the Ministry of Foreign and Intra-German Trade. The prices are thaen
checked by a commission consisting of representatives of the following:

Departmeant for Markets and Prices, Ministry of Foreign and Intra-Gerasan
Trade (chairman of the commission),

Main Department for Commercial Policies, Ministry cf Foreign and Intra-
German Trade

Competent import or export desk in the Ministry of Foreign 2nd Intra-
German Trade

German Institute fOr Marke* Research

DIA for 3Barter Tragde

-6 -
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Competent trade office ch}ef,ﬂ trading DYA
Chie-f, Depurtment Cor Marksis and Prices, irading DIA

Tris comeirsion meets weekxly, but in urgsni cases puch &n anfeatiguti‘u}.:x:ry;
be carried out in 48 hours. [Presusably. there 1s one commissicm for each
DIA. ] : ' : - :

It is the purpose nf {ikse measures. to pravent GDR commodities frus . .
being offered at & lover priie ty foreign buarter perchants than oy the tracing
DIA [on & nonbarter bazisl]. It must e piinted out.to barter merch.nts at the;
very beginning of trede negotistions thet the GIR mivt enforce the vontract - .
provision imposing pemalties on the Larter merchants for offering gonds belov .
the egreed [ssles] price. FI . : : S TR

Barter comtractg can b2 regctisiad and cencluded ‘mosi adventageously
when the fpreign representatives of the trading DIAs themgelves arrange 1
number of suiteble transactions to be included in a barter contract.  Cihers:
“wise the trading DIA must guarartee to its repressntativei the special pro- St
tection which 1t owes them when prices are cul by other dealers who receive .
. the geme goods under harter contracte jend when tae repreeentatives sre excluded .. -
-Trom the transscotion}. . .7 ST e ey o ’ e

Measures to Expedite Rerier Trading

The DIA has issued the foliowing regulations to erpedite barter tradiag:

Each barter ccntract determires the maximum balance ol exportc -, "o
to imports delivered which may exist at any time for the duratio. of =i
tract, and it provides in detail for the arrangements under which gosds
be wxchanged, such as advance deliveries of imports, acvance deliveri=:
exports, barter exchange with or without a balancing of accournts, awi.e
and exchange through trustees. The contracts may also provide inat bvang
antees or collateral letters of credit be msde availa®ie. Such instrume:
lessen the risk of barter tramsaciions, and they further facilitate them ©
cause they usually meke the delivery of exports independent of the delivery
of imports.

1+ is the task of the DIA for Barter Trade to facilitate exports and
imports to the largest possidle extent. However, the DIA for Rarter Trade
may not go to the length of substituting the cash-against-documents metnod
of payments when the opening of ihe letter of credit has been delayed. It
must, on the contrary, strive 1 have a letter of credit opened cn time in
every case. The DIA for Barter Trade may turn to cash-against-documents
payment in barter transactions which are suppcsed to be guaranteed by a
letter of credi%, only in well-founded exceptional cases, because, under the
cash-ageinst-documents procedure, the imports are delayed until the cash-
collection order is executed.

Advance delivery of imporis is usually orovided for in bdarter contracts
which do not provide for a tinal financial balancing of accounts. Under suca
an arrangement, the foreign barter partner is required to deliver his commodities
first. He receives counterdelivery only after his commodities have arrived or
have been transferred to the purchaser at a place provided for in the coatract,
or after documents have been received by the importing DIA. After the importing
DIA hes confirmed receipi of ihe imporis to the DIA for Bartcr Trade, the latier
authorizes the exporting DIA to dispatch the export counterdeliveries.

BT o . 0, L i 3, fhnke) iaes et 4]
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Howgver, authorizeticn to dispatch the export counterdeliverias ot
given to the exporting DIA [before receipt of the imports} when this U1
cervifies to the DIA for Barter Trede that it sssumes full responsini . .
Yor say risk invelved pending receipt of the import goods. Any furus (..

-~ TH) withdraun from the eecount of the importing DIA under such an arrsige-
- ment will have {9 be repaid 1f the import commodities do mot arrive.

) The munner in which advance deliveries of exports provided foxr in
- bArter conirécis gre hendled Jdepends on whether collateral has been furnisheds\\nﬁ.

If the contract does not provide for any bank guarantee or collateral letter R
of credit, the DIA for Barter Trade may suthorize diapatch of the export :
commodities provided the exporting DIA sasumes full responsinility for these
exports and prozises to return to the iwmporting DIA any funds (im DM) waich _ \

it _hae withdrawn in connection with the transsction if the imports 1o not 7 ot
arrive, . : o

. Under such an arrangement, the accounts of tae importing and exporiing .
DIAc are balsnced as in barter transections not calling for a final finencial @
settlement. However, advance delivery of exports will not be author!zed
before an export letter of eredit has been opened, if the barter comtract
provides for the mutusl furnishing of leiters of credit and the funds for
the lmport letter of credit are to be drawn from ihe export letter of credit
S . &8 export deliveries are made. Advance delivery of exporis may also be [
s . ) authorized when an expert order has been altered to a cash-zgainst--documants
basis. The corrected export order must bear the notation, in such a case,
thet the proceeds from the cash-collection order are %o be credited to thae
E barter trade accouni of the expcrting DIA.  In the latter two cuzes, the
DM accounts of the imperting and exporting DIAs are balanced through ...
German Bank of Jssue.

When the barter conirzet provides for the establisnment of & Loweo
credit by esch party, wiih accounting tc be nandled in clearing foreizn
chargs through clearing eccounts, authorization to dispatch export comace. . v ..
will oe given as soon as the letter of credit has been properly opened. IF
the barter contract provides for a swing balance, the authorizetion will te
dependent on the extent to which the parties have availed themselves of the
swing balance and on delivery arrangements already made between the yarties
but not yet carried out. If a letter of credit under this type of dbarter
contract should be delayed, an export order mey be altered to a cash-against-
documents tasis. In such a case, the cash collected by the German Bank of
Issue must be credited to a speciel account of the exporting DIA. This al-
ternate procedure mey be limited, nowever, to a quantity of exports which
w111 not exceed the swing bnlance.

Tinal form of barter exchense is that in which a balancing of deliveries
is placed in the hands of a trustez. Such transactions are usually handled
vithout a bank collateral as pure barter transactions. The DIA for Barter

. Trade authorizes dispatch of the export commodities when it has been informed

- that both the exports and the counterdeliveries from abroad are ready for
siipment. Dispatch is then authorized with the proviso that they are to be
shipped on request of the forwverding firm which has been appointed trustee.
An undistrubed exchange of comnmodities, balanced in value, is possible under
such an arrangement only if the parties to the contract ship the goods strictly
ir accordance with the arrangements made by the trustee. Every export order
must accord with these arrangements, and no dispatch of commodities can be
“uthorized except in sccordance with these arrangements.

-8 -
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All of the foregoing reguiaticas of the DIA for Wartsr Trade provide
that the exporiidg Bia way, in cirisin csses, spply for subborisstion to
dippasct sxport commoditiez on ids ovm responeibility, which i» genersi
tacilitates the &lopaich of expeots. ‘
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