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Thank you very much for the kind invitation to share some ideas on this very important topic.  It needs urgent attention - less talk – more action.  For this reason my remarks aim to focus moving from theory to practice.

At the outset, special praise is due to the CTA and other organizations which have shown such interest and commitment in dealing with agricultural development, food security and efforts to ensure sustainable livelihoods in rural communities of developing countries, such as the ACP Group.

The Context: Rural Development

It is in rural areas that the great majority of developing countries reside and where the highest levels of acute poverty are found. The persistent and expanding structural conditions of acute hunger and malnutrition, particularly among developing and least developed countries, need to be addressed with adequate, predictable and targeted forms of development assistance. 

The scale and depth of the problem globally was highlighted recently by the Dir Gen of FAO, Jacques Diouf, as follows:

In 1996, at the World Food Summit, 185 countries and the EU agreed to reduce by one-half, the number of persons suffering from hunger and malnutrition by 2015. This commitment is restated as the first of the Millennium Development Goals. Despite such pronouncements/promises, today one in every 6 persons in the world suffers from hunger. 854 million persons – of which 820 million are in developing countries – are each day confronted by this terrible scourge.  In Sub-sahara Africa, one in 3 persons is subjected to acute hunger and malnutrition.

If trade is to be a genuine engine of development, then “aid for trade” should address the trade of agricultural commodities and agro-enterprises of the developing countries in order that hunger and malnutrition are not perpetuated while the value of trade in agricultural commodities and benefits of high prices remain far removed from the majority of the primary producers in the sector.  

This will require that the patterns of production relations, marketing, distribution, manufacturing and consumption derived from the “value-addition” in agricultural trade receive both policy and analytical attention and targeted interventions.  

In terms of practical applications, two suggestions can be made in relation to the OECD designated categories for AfT: “infrastructure” should include “organizational infrastructure” and “capacity building” should avoid being concentrated on training or “regulatory” issues

Hence, specific measures to deliver aid-for-trade should include building capacity among farmers’ organizations so that production and marketing arrangements reduce the disproportionate sharing in the value of agricultural commodities at their retail outlets. Many of us are familiar with the long history of banana farming in the Caribbean, which shows that less than 5% of the value of the product, consumed in Europe was shared by farmers. 

Secondly, technology transfer to enhance the quality of the product and reduction of transaction costs along the value-chain should benefit from the required adaptive research and ongoing knowledge exchange with farmers. 

Here is an area in which more impact studies might be undertaken to assess key variables to reduce transaction costs by means of technological innovations and scale of production with a view to enhancing productivity among small and medium scale rural enterprises. Clinical case studies to examine the factors and their relative merit in achieving “success” or resulting in failures should be carried out and debated in symposia such as this one in which we are participating. More action along these lines is needed.  (Some of this may have been done years ago when Schumacher was talking about “Small is Beautiful”)
If Aid for Trade is not conceived and operationalised to take a more holistic and comprehensive approach, we can only expect the worsening condition of rural life to persist long past the targets of the Millennium Goals in 2015. 

In my view, this background provides an essential point of departure for facing the many challenges associated with giving practical meaning to this important initiative. 

Persistent definitional problems: Additionality.

Although identified in the Doha Development Agenda, AfT is meant to have a life of its own and enable trade to more effectively become an engine of growth and development.  

It therefore seems to me that while the definitional issues need to be addressed for greater “clarity of meaning and purpose”, lessons being learnt from “best practices” or the monitoring procedures so far undertaken can be ‘packaged’ and disseminated to enhance productivity and competitiveness of enterprises across ACP countries. 
As early as the Doha Declaration of 2001, the concept was searching for substantive content.
“We recognise the need for all our peoples to benefit from the increased opportunities and welfare gains that the multilateral trading system generates. The majority of the WTO members are developing countries. We seek to place their needs and interests at the heart of the Work Programme adopted in this Declaration” 

To benefit from “increased opportunities” by which trade will promote development, implies providing the commodities with which to trade and earn remunerative prices. This in turn means having the productive capacity for goods and services to trade, and the removal of technical and other barriers that are constraints increasingly faced by developing countries. In a sense this amounts to saying that “aid for trade” might be better conceived as Aid for Investment for Trade, as the Minister of Agriculture of Guyana recently stated. Investments to overcome preference erosion are at the core of AfT.
Hence at the Hong Kong WTO Ministerial in 2005, a more explicit pronouncement was made: 

· Aid for Trade should aim to help developing countries, particularly LDCs, to build the supply-side capacity and trade-related infrastructure that they need to assist them to 

implement and benefit from WTO Agreements and more broadly to expand their trade.

           (para. 57) 

Avoid making “additionality” a time-wasting debate and let us get on with encouraging “investments” to overcome supply-side constraints.

The issue of “additionality” keeps appearing like a recurring decimal and is wrapped in evasion and “best endeavour” pronouncements.

Hong Kong called for a Task Force and an invitation for the DG of WTO to consult with international organisations “...on appropriate mechanisms to ensure additional financial resources for aid-for-trade, where appropriate through grants and concessional loans.”

Much has occurred since and most recently, the First Global Aid for Trade Review with a WTO General Council debate has taken place on Nov 21, 2007. Some ‘grey areas” remain in arriving at a common understanding and analysis of what actions are being pursued, with what effect to give practical meaning to the notion of AfT.

While it has been clarified that WTO is not trying or intending to become a “donor” some questions remain, such as: 
· what is the source of those additional resources? How do they differ from overall aid strategies covered by traditional “official development assistance? Is there a real difference from “aid that DAC donors already provide in support of trade?”  

As far as the EU is concerned this was made crystal clear by the DG of Trade: There is no “additional money” to what is agreed in the Financial Perspectives. The additionality is from Member States. They have been, or are being, persuaded or shall agree to provide an extra 1 billion Euros as bilateral assistance to this “moving target” called “aid-for-trade” with a view to reaching 2 billion Euros by 2010. 

Additionality in my view runs the risk of overstatement vis a vis the need to know what is being done with what is already available and the even more detrimental problem of the tremendously poor implementation record of EC’s aid delivery. The bureaucratic ‘overburden’ has to be reduced significantly and let us have less talk about the additional amounts.
Finally I wish to advocate some consideration in that area that is generic to addressing the very basis on which Aft is premised i.e. preference erosion. 

Call it what you may- recovery, mitigation, compensation or adjustment assistance. Aft should be targeted to reducing the impact of  “preferential trade” revenues that are being lost by commodity dependent economies from the onslaught of trade liberalisation. 

This adjustment assistance must be substantial, predictable, specific and sustainable for fixed periods and directed at poverty reduction, if not eradication. This is in keeping with the MDGs, the first of which is reduction of hunger and malnutrition by 50% by 2015.

As stated at the outset: AfT is about: 
a) building productive capacity; 
b) addressing the distributional aspects of value-addition in agricultural production and 
c) technological innovation to enhance productivity and competitiveness.
We are not unduly concerned about “aid” but investment for trade since aid that perpetuates dependency is detrimental to sustainable development.

Thank you.
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