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What is Aid for Trade?
Aid for Trade is about helping developing and least-developed countries to increase exports of goods and services, to integrate more effectively into the multilateral trading system and to benefit from liberalized trade and increased market access opportunities. To achieve this, the initiative is aimed at assisting developing countries in overcoming their supply-side constraints, build their economic infrastructure and increase their competitiveness.  

The Aid for Trade Initiative was launched at the Sixth WTO Ministerial Conference in Hong Kong in 2005. It was launched in response to the realization that market access was not enough. More needed to be done to address the constraints faced by developing and in particular least-developed countries. 

The Initiative is about mobilizing funding, but it is also about policy coherence; getting WTO members to use trade in the service of their development objectives. For developing countries, this means getting their regulatory, business and trade policies right so that they can make use of opportunities in regional and global markets. For donors, it is about bringing a trade angle into their programming of development aid – and responding to increasing demand from developing countries by making more resources available.

Third Global Review

The focus of the Third Global Review of Aid for Trade is on showing results. It is an opportunity to survey what has been achieved since the launch of the Aid for Trade Initiative in 2005. 

The agenda for the Third Global Review includes an evaluation of the results achieved so far, a consideration of the bouncing back of trade and its impact on economic growth, studies on how Aid for Trade can better assist programmes of trade facilitation, how to coordinate with the private sector to improve the business environment and build business capacity, how to overcome obstacles to regional trade integration in key areas like Africa, how to increase South-South cooperation and trade, and an analysis of the way forward for maintaining the momentum and to get better and more focused results.

Despite the impact of the economic crisis, Aid for Trade flows have continued to grow, albeit at a slower rate. In 2009, Aid for Trade reached approximately US$ 40 billion, an increase of 60% in real terms since 2005. The new OECD-WTO monitoring report “Aid for Trade at a Glance: Showing Results” highlights that while many donors are predicting that future budget cuts in development assistance are likely, Aid for Trade will remain a priority. 

The report shows that coherence is improving in the way that developing countries are building trade into their national development planning. This is particularly striking among the poorest countries. And donors are getting better at the way they are collectively and individually responding to the Aid for Trade needs that are being identified by partner countries.  

Impact of Aid for Trade

The joint OECD-WTO report shows the impact from various angles:

· Research results: Some of the results reported are in the form of research.  Various studies show positive associations between Aid for Trade and export growth. One study shows that returns on investment can reach US$ 42 for each US$ 1 invested some two years later. 

· National experiences: Other results refer to national experiences of trade opening supported by Aid for Trade which have resulted in economic growth and poverty alleviation (Cape Verde, Costa Rica, Lesotho, Viet Nam). Some of these cases discuss the positive contribution which WTO accession has made to this process. 

· Programme and projects: Most results reported are at the level of individual projects and programmes.  

How is Aid for Trade made available?
Aid for Trade includes grants and concessional loans for:  

TRADE FINANCE AND TRADE FACILITATION 

· Access to trade finance for developing countries

· Customs reform:

· Harmonizing customs procedures

· Speeding up customs clearance

· Modernizing and improving customs, leading to greater efficiency and increased revenue collection.

INFRASTRUCTURE IMPROVEMENT

· Improved electricity supply
· Regional integration of energy grids for more reliable supply of energy
· Construction of oil and gas pipelines
· Improved transport structure including in rural areas
· Road rehabilitation

· Wharf and storage upgrading
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QUALITY STANDARDS, INNOVATION, DIVERSIFICATION

· Support for innovative marketing strategies and for higher-quality products

· Improvement of the production, storage and analysis and testing procedures to comply with international quality and safety standards, with SPS (sanitary and phytosanitary) requirements and with certification and accreditation requirements
· Development of niche sectors like value-added quality products or organic production of food or "fair trade" for different products such as fruit, vegetables and cotton
· Certification of sustainable production when required, such as in coffee or cocoa production or fishing
· Upgrading of fishery production and exports
CAPACITY BUILDING, RESEARCH, BUSINESS-TO-BUSINESS LINKS

· Improvement of trade competitiveness, investment climate and fiscal performance
· Simplification of business licences and permits
· Development or strengthening of intellectual property legislation

· Single window system for export-related documents
· Compliance with international trade rules
· Promotion of enterprise competitiveness through targeted training of business. Opening new trading opportunities by training producers
· Analysis of the performance and requirements of railway systems, road networks or any other transportation needs
· Strengthening of capacity building for government officials' participation in trade negotiations.

Role of the WTO

The WTO is not a development agency. Its role in this area is to: 

· encourage additional flows of Aid for Trade from bilateral, regional and multilateral donors to support requests for trade-related capacity building from beneficiary countries
· support improved ways of monitoring and evaluating the initiative 

· review the effectiveness of Aid for Trade through regular regional and global reviews.

Some basic data

Who gives Aid for Trade financing?
In 2009, the top 10 donors accounted for 82% of total Aid for Trade commitments. The European Union plus its member states are the largest donors with US$ 14 billion per year, an increase of 70% in real terms since the 2002-05 baseline. The top ten donors are the World Bank (mostly in Africa), Japan (mostly in Asia), the United States, the European Union institutions, Germany, the African Development Bank, the United Kingdom, France, Korea and Spain.
Multilateral flows have increased by almost US$ 6 billion to almost US$ 17 billion and now represent 42% of Aid for Trade flows, up from 28% in 2008.
South-South partners are also increasingly involved in providing trade-related support.  China, India, Brazil, Argentina, Indonesia and Mexico have all reported increases in the trade-related cooperation they provide.
Who receives Aid for Trade financing?
Aid for Trade to Africa has increased every year by 20% on average since the 2002-05 baseline and now stands at over US$ 16 billion. This makes Africa the largest regional Aid for Trade recipient with 41% of total Aid for Trade flows. Aid for Trade to sub-Saharan Africa increased by 40% to reach US$ 13 billion.

Asia now ranks as the second-largest regional recipient with US$ 15.4 billion (38% of total flows). Most of the US$ 3.4 billion decline in 2009 can be attributed to less support to South and Central Asia and the Middle East, in particular India and Iraq, and to transport, down by US$ 785 million for the region as a whole.

Commitments to the Americas increased by almost 60% to reach US$ 3 billion, while Aid for Trade to other regions declined, with Asia 18% down on 2008, Europe 34% and Oceania 28%. 

Asia and Africa both have 10 countries each in the list of top 20 recipients which receive half of total Aid for Trade. Asia has six of the top 10 recipients, including the top three (Viet Nam, India and Afghanistan). Nigeria is the largest recipient in Africa with US$ 1.3 billion in commitments.

In 2009, LICs (low-income countries) received almost half of total Aid for Trade, up from 39.5% in 2008, with US$ 12 billion for LDCs and US$ 7.4 billion for OLICs (other low-income countries). 

While global Aid for Trade flows only increased by 2% between 2008 and 2009, those to the LDCs continued to increase by 20%. Consequently, the LDCs’ share in total Aid for Trade has risen from 26.5% during the baseline period to 30.4% in 2009.
Aid for Trade in action
A total of 275 case stories were submitted in response to the call for case stories about Aid for Trade.  These can be accessed at www.aid4trade.org.  In addition to individual case stories, three regional compilations and one thematic analysis have been published, as well as an examination of Aid for Trade in action in LDCs.

Some examples
1. A programme aimed at expanding and diversifying exports in seven Sub‑Saharan countries: Ethiopia, Ghana, Mali, Mozambique, Senegal, South Africa and Tanzania. By offering training, business mentoring and promotion missions to small and medium-sized enterprises (SMEs), the programme was able to address countries' trade development priorities, enhance the export capacity of many SMEs and strengthen the institutional infrastructure that supports export-led development. The results achieved benefited African businesses directly. For example, 600 small farmers in Ghana exported 210 tonnes of fresh fruit and vegetables a week to customers in Europe; two South African cosmetics companies (Ikhala and Molo) exported their products to Canada, the Design Africa brand was successfully introduced in the area of home furnishing products, and Design Africa events facilitated significant export commitments to the European Union, the United States, and Canadian markets. 
2. A project to modernize and improve the performance of Cameroon Customs.  The launch of a new IT customs system in 2007 led to the progressive introduction of performance measurement to fight corruption and bad practices. The project resulted in the banning of bad practices, increased revenue collection and considerably faster processing. For example, estimated gains in terms of time are 10 to 14 hours with reduced time-period for customs assessment since April 2010 and more predictability for traders using the border crossing. Additionally, it is estimated that the revenue collection added by the project was 4 per cent of the annual customs revenue targets for 2010. Started as an experiment, Cameroon's performance measurement policy has now been extended to two new bureaux.  

3. Improving revenue collection and border management in Burundi. Burundi was able to benefit from the support of international and regional actors for training staff, improve customs administration, and implement information technology systems. The project has produced results in terms of increased revenues for the year 2009-2010 – revenues which exceeded the total five-year project investment. 

4. The East Africa Trade and Transport Facilitation Project shows the regional dimension of aid initiatives. The project aims at improving the movement of cargo along the Northern Transport Corridor linking Kenya to Uganda and other landlocked developing countries in the region. The project, with support from many entities, has resulted in shortened transit times at borders with a consequent increase of trade volumes. Northern Transport Corridor transit times at the border have now been reduced from three days to three hours. Additionally, the length of time required to release cargo from the port of Mombasa has been reduced from 19 to 13 days. Transit time along the Mombasa‑Nairobi‑Kampala section of the route has been slashed from 15 to five days. This overall drop in transit times, eases the movement of cargo along the route, reduces transport costs and increases competitiveness.  
5. A project for the upgrading of the one-stop border post at Chirundu between Zambia and Zimbabwe led to significant savings in time and costs. Waiting times for commercial traffic have been reduced from about four to five days to a maximum of two days and often to just a few hours, and clearance times for passengers on buses (76-seater) have been reduced from about six hours to less than two hours.  What is required now is to streamline cross‑border procedures along the whole North-South Corridor to realize widespread cost savings. 

6. A loan programme in Mauritius enabled the country to implement a reform programme to improve its trade competitiveness, investment climate, fiscal performance and public sector efficiency.  Positive developments were also registered in foreign direct investment (FDI) and gross domestic product (GDP) growth. FDI rose five-fold from about US$ 71.3 million  in 2004 to more than US$ 392 million by 2007, and IMF figures show that GDP growth rose from 1.5 per cent in 2005 to 5.4 per cent in 2007 and 5.0 per cent in 2008 before dropping to 2.5 per cent in 2009 as a consequence of the global economic crisis. 

7. A project to support the competitiveness and the sustainability of the agricultural sector in Senegal. The activities included: the launch of the Senegalese agency for export promotion; the improvement of the quality of the Senegalese agro-industry and compliance with international standards; financial support for enterprise participation in numerous trade fairs and market access missions; and institutional support in trade negotiations. With an export increase of 79 per cent between 2005 and 2009 and the installation of 85 new companies devoted to horticulture, the project is considered a positive example of Aid for Trade.  
8. The implementation of an export development project in Tunisia. The main components of the project aim at removing important obstacles to Tunisia's export capacity. The three main components are an export market fund to help Tunisian firms increase their competitiveness, an export finance guarantee facility to encourage financial institutions to provide pre-shipment financing and an effort to improve customs efficiency.  The implementation of these components has already generated significant export gains of more than US$ 400 million from 2005 to 2009 and US$ 319 million by the end of May 2010.  Additionally, the project has recorded reduced time for cross-border procedures, bringing the average stay for cargo down by two-thirds – from about 10.1 days in 2003-2004 to 3.3 days in April 2010. Further efforts will be directed to strengthening Tunisia's National Institute of Standards and Intellectual Property and automation of customs procedures.  

9. A programme to provide financing to address the lack of access to trade finance of developing countries. The programme provides loans and guarantees to commercial banks to support trade by providing reliable access to trade finance, provision of liquidity and reducing risks to importers and exporters. From January 2008 to October 2010, the project supported US$ 4.3 billion in trade and 1,517 separate transactions. In the whole of 2010, the project supported US$ 2.8 billion in trade and 783 transactions, of which 270 were by small and medium-sized enterprise (SMEs). Of these transactions, 440 support intra-regional trade and 386 support trade between developing countries members.
10. A project in Sri Lanka and Pakistan on how laboratory business and exports can grow hand in hand, easing trade through trusted local Conformity Assessment. The project aims to support testing laboratories seeking to attain international accreditation. The accreditation of the laboratories in Sri Lanka and Pakistan led to an increase in testing services, higher revenues for the laboratories and higher number of potential exporters through reducing costs and time for testing.  In Sri Lanka, between 2002 and 2008, there was a 79 per cent increase in customers using the laboratories with 325 new customers satisfying global requirements.  The quantity of exports to the European Union increased from 13,532 metric tonnes in 2002 to 20,594 metric tonnes in 2008.  In Pakistan, the services provided to exporters increased by 185 per cent from 2002 to 2008 and fishery exports to the European Union increased from 84,693 metric tonnes in 2002 to 135,000 metric tonnes in 2008.  
11. The "Silk Road Project" in Azerbaijan seeks to provide a direct land transport service by rehabilitating and reconstructing the Silk Road section of the Transport Corridor Europe-Caucasus-Asia Programme (TRACECA), thus improving the regional transportation infrastructure aimed at facilitating movement of people and goods.
12. The "Mongolia Customs Modernization Project" seeks to address out-dated data processing systems, inadequate customs procedures and poor governance. The focus is on increasing and facilitating trade flows, enhancing duty and tax revenue collection, lowering the incidence of corruption, reducing trade barriers, improving the investment environment, and providing an Information and Communication Technology platform.  The project resulted in an increase and upgrading of supply-side capacity in hard and soft infrastructure, modernization of customs procedures and implementation of an ICT platform allowing 100 per cent online submissions for export and import clearance.  There was a dramatic decrease in import clearance time from 3 hours 6 minutes to just 23 minutes, and in export clearance from 2 hours 20 minutes to 13 minutes and a reduction in administrative offices by 3 per cent.  

13. The Greater Mekong Sub-region (GMS) East West Corridor Project in Viet Nam, Lao PDR and Thailand aims to increase economic cooperation and facilitation of trade among the three countries by improving transport infrastructure in the East-West Corridor and by lowering non-physical barriers to the movement of goods and people. This is a flagship initiative of the GMS Economic Cooperation Programme that aims to promote development through closer economic linkages. Benefits from the road projects include increases in the average number of vehicles crossing, shorter travel time and growth in the average value of traded goods passing through the project roads.  

14. Viet Nam's legal and governance transformation through the Support for Trade Acceleration Project (STAR). The project was premised on helping Viet Nam to effectively implement its US-Viet Nam Bilateral Trade Agreement and complete its accession process to the WTO.  It helped Viet Nam to transform to a market-driven, rules-based economy and underscored the importance of trade agreements as instruments to transform a country's legal and governance system. The project provided assistance to Viet Nam to revise or develop over 100 laws, increased the level of exports to the United States from US$ 1.1 billion in 2001 to US$ 8.6 billion in 2006, and increased the level of imports from the United States from US$ 460 million to US$ 1.1 billion. Another project had significant results in supporting Viet Nam's integration into the global trading and economic system.
15. The Fiji Ports Development Project focused on wharf improvements and aimed at: supporting trade, investment and private sector development; enhancing competitiveness;  achieving a stable macroeconomic environment through the rehabilitation of ports; and sustaining improvement in port productivity. The working life of the main wharf at Suva was extended and capacity increased by the physical improvements to King's Wharf. The improved load-bearing capacity allowed for more productive cargo-handling equipment and led to a more rapid turnaround of ships in port, reduced congestion, and lowered freight rates and shipping surcharges. Productivity improved from 5.23 containers per vessel-hour in 2008 to eight containers per hour.  

16. The Trade Finance Reactivation Programme (TFRP), an initiative to ensure that credit lines remained open in the wake of the 2008 global economic crisis. By the end of 2010, the TFRP had approved more than US$ 1.2 billion in credit lines and had issued guarantees worth more than US$ 800 million in support of more than 1,000 individual international trade transactions totalling over US$ 1.1 billion. A network of 72 issuing banks was built in 19 Latin American and Caribbean (LAC) countries. The programme has since been expanded to include 53 countries with 240 banks belonging to 88 different banking groups. About 10 per cent of the trade guarantees issued by the TFRP support intra-regional trade. The idea is to combine financing with training, technical assistance and enhanced networks in the next steps of the project so as to increase capacity, expertise and access to new markets in the Latin American and Caribbean region. 

17. The Mesoamerica Project aims to assist Belize, Colombia, Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama and the Dominican Republic with regional integration. The project aims to foster the development, financing and implementation of regional infrastructure and social development projects. It also aims to reduce transport and trade costs by providing financial and knowledge resources as well as funding for infrastructure. Since 2001, funding for the region's further integration has allowed the allocation of US$ 1.5 billion in investment loans for areas such as energy, transportation, natural disaster prevention and relief, environment, trade facilitation, telecommunication services and health. The project seeks to enhance the region's position in the global marketplace, including making investments in road transport systems that by 2015 are to cut average freight travel time from eight down to 2.25 days. Customs procedures are to be accelerated and harmonized and border-crossing times reduced from 60 to eight minutes. Also targeted are improvements to the power grid structure as well as enhancing telecommunication services. 

18. A programme to provide technical assistance to the public and private sector in Guatemala, Honduras, El Salvador, Nicaragua, Costa Rica and the Dominican Republic to expand agricultural trade through compliance with US and international standards. The case story emphasizes the importance of building trade capacity to ensure an integrated SPS regulatory framework for the region and within the framework of the CAFTA-DR. The programme implementation has resulted in the training of 4,300 people both in the public and private sector, the involvement of over 1,000 firms, and has generated export revenues to the value of US$ 100 million since 2006, with positive impacts on employment creation. The adoption of harmonized regulations, together with the enhancement of testing facilities, certification procedures and institutional support has proved its effectiveness in expanding trade from the region and creating a more level playing field. 

19. Improvement of the international transit of goods through the El Amatillo border crossing between El Salvador and Honduras, a border with one of the highest volumes of trade-related transactions in Central America. The US$ 2 million project seeks to improve border clearance times and procedures through an electronic system (TIM in Spanish) for managing the flow of goods in transit by harmonizing procedures and consolidating information and certificates into a single electronic document. Clearance times were reduced from 62 minutes to an average of eight minutes. The project's success has stimulated interest in neighbouring countries, and with another US$ 950,000 the procedures have been extended to Mexico, Guatemala, Nicaragua, Costa Rica and Panama. The customs clearance procedures will help with the realization of the Mesoamerica Project.
20. In Costa Rica, combining a process of gradual trade liberalization and reform with a sustained policy of attracting foreign direct investment. The project has assisted the country with its efforts to develop capabilities among small and medium-sized business to become domestic suppliers to high technology multinational firms. The result is that Costa Rican business is present in five major global value chains: electronics, medical devices, automotive, aeronautic/aerospace and film/broadcasting services. In terms of institutional reform and capacity building, Aid for Trade assistance allowed a resource-poor small island like Cape Verde to make significant progress on social and economic indicators. The WTO accession process, and the international support provided, was also a driver for economic reforms and helped the country become more competitive and achieve economic stability.
Resources for more information on the 275-plus case stories, donors and other details: 
http://www.aid4trade.org
http://www.wto.org/globalreview3
http://www.wto.org/examenglobal3_f
http://www.wto.org/examenglobal3_s
