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Executive Summary
Predictability

The Task Force stated that ‘Additional, predictable, sustainable and effective financing is fundamental for fulfilling the Aid-for-Trade mandate.’  The history of  disappointment in the implementation of ‘best endeavours’ commitments in both trade and aid pledges  means that the current generation of aid donors faces demands for stronger commitments because of the failures of the past.  The fundamental argument for a multilateral trade system, that it provides certainty and predictability, suggests that assistance to help countries take advantage of it should also have those qualities.  There is also increasing support in aid theory for providing predictable flows of funds, and the initiative for Highly Indebted countries (HIPC) had some success in offering funds tied to broad areas, such as education and health.  Even if countries cannot require certainty through a WTO agreement, they can ask for it through aid mechanisms.  The WTO arrangements as currently proposed do not provide this.  The EC is already finding it impossible to guarantee that its members will meet the EU target.

Needs

Implementation costs might be of the order of $0.4 billion; preference erosion, perhaps $0.6 billion; costs of agricultural liberalisation, possibly 0 if there is no settlement; at most around $0.3 billion. Cost to cotton exporters of cotton subsidies, perhaps $1 billion.  So a total of about $2 billion.  There are some estimates of infrastructure needs.  World Bank and Commission for Africa estimates suggest that Africa needs about $20 billion a year to grow at 7% and approach the MDGs.    Skills development would require another $2 billion.  These are for Africa, alone, remember.  

Supply of Aid for Trade

This is subject to serious estimation problems because of the lack of an agreed definition, and the method that the OECD has devised to measure this for the future risks making the situation worse.  On the OECD definition:    average aid for trade committed (not disbursements) in 2001-5 was $21 billion, of which $11 was for infrastructure, $9 billion for productive capacity.  But of this 51% went to Asia; 30% to Africa, Latin America, Caribbean 7%, Oceania 1%.  Average flows per country are $100 million in Africa; $225 million in Asia.    OECD hopes for a rise of $8 billion, and if Africa maintains its 30% share, it will get an extra $2.4 billion, so on the highest possible estimates, it might get $8.4 billion by 2010.  This is less than half of the estimate of needs.

Will aid for trade remain a priority?

The successful increases in its importance have come when there was a negotiating interest.  In the WTO,  this negotiating need is no longer present.  ACP countries may still have some leverage on the EU, as they move from the current framework EPAs to detailed negotiations.  

ODI research has assessed the costs and current donor commitments on Aid for Trade in Africa and considers possible success stories. It suggests the annual costs of implementing WTO agreements are between US$ 0.7 – 1.7 billion, while annual (trade-related) infrastructure needs in Africa are between US$ 10 – 20 billion. If a very broad definition of productive capacity building is included, annual skills development needs in Africa are US$ 1.9 billion.

Summary of annual costs of aid for trade for Africa

	Broad area
	Cost estimate (bn US$)

	Implementing WTO agreements
	0.7  – 1.7  

	Infrastructure needs
	10-20

	Skills enhancements for trade related private sector development
	1.9


Sources: see paper on Aid for Trade in Africa

Donors have increased their aid for trade spending to Africa from around US$ 2.5 billion to US$ 4 billion over 2001-2005. The EC is an important driver behind this increase, although it earmarked US$300 million exclusively for regional programmes between 2002 and2007. Without such spending, aid for trade was US$3.8 billion in 2005. Most aid for trade goes first to infrastructure, then trade development, and finally to trade policy and regulations. Excluding infrastructure, aid for trade in Africa increased from US$ 0.4 billion in 2001 to US$ 0.6 billion in 2005.

It is difficult to assess the effectiveness of trade-related assistance given poor use of indicators and poor measurements; nevertheless, there are instances where aid for trade has led to greater coordination on trade in African countries (e.g. Tanzania) and can be regarded a success. Generally, the provision of infrastructure provision is related positively to trade and growth, and more work needs to be done to determine whether aid for infrastructure has been helpful.
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