Operationalising Aid for Trade

Panel Discussion at the WTO Public Forum, Geneva, 26 September 2006
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Object: To deliberate on issues for operationalising Aid for Trade from the perspectives of developing countries, particularly least developed countries, and other stakeholders (donors, inter-governmental organisations, NGOs) so as to evolve a roadmap for taking forward this initiative.

Background & Context

Paragraph 57 of the 2005 Hong Kong Ministerial Declaration of the WTO Member countries states: “We welcome the discussions of Finance and Development Ministers in various fora, including the Development Committee of the World Bank and IMF, that have taken place this year on expanding Aid for Trade. 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. Aid for Trade cannot be a substitute for the development benefits that will result from a successful conclusion of the DDA (Doha Development Agenda), particularly on market access. However, it can be a valuable complement to the DDA. We invite the Director-General to create a task force that shall provide recommendations on how to operationalise Aid for Trade. …” 

Following the Hong Kong Ministerial Conference in December 2005, the Task Force on Aid for Trade was created in February 2006. The Task Force submitted its report to the WTO General Council on 27 July 2006. While submitting the report, Chairperson of the Task Force Ambassador Mia Horn Af Rantzien (Ambassador and Permanent Representative, The Permanent Mission of Sweden to the UN and other International Organizations in Geneva) made a statement in which she said that the Task Force had now concluded its work and reached consensus on the recommendations. She said that “there was clear consensus in the Task Force that Aid For Trade is important in its own right, and it should move forward expeditiously despite the current difficulties in the Round. At the same time, members were equally clear that Aid For Trade is not – and cannot be – a substitute for the development benefits that will flow from a successful Doha Round.”

The Task Force has defined the Rationale for Aid for Trade as about assisting developing countries to increase exports of goods and services, to integrate into the multilateral trading system, and to benefit from liberalised trade and increased market access. Regarding Financing for Aid for Trade, the Task Force has urged donors and agencies to provide the necessary information in order to make it possible for the WTO Director-General to fulfill his mandate. The Scope has been defined as under:

· Trade policy and regulations

· Trade development

· Trade-related infrastructure

· Building productive capacity

· Trade-related adjustments

· Other trade-related needs

The Task Force has also identified challenges/gaps for integrating trade into development strategies and some of them are as follows: 

· Low attention to trade as a tool of development in recipient countries and in donor agencies

· Limited absorptive capacity in recipient countries

· Lack of coordination and coherence in donors’ trade-related response

· Lack of data on, and analysis of, trade policies and their impact on development, lack of easily available information on existing Aid-for-Trade instruments

· Inadequate support to address the adjustment costs of trade liberalisation

The Task Force has defined the objectives and guiding principles (as per the Paris Declaration on Aid Effectiveness), and has made recommendations on each of the following operationalising aspects: 

· Strengthening the “demand side”

· Strengthening donor “response”

· Strengthening the bridge between “demand” and “response”

· Strengthening “monitoring and evaluation”

The Task Force has also deliberated on how Aid for Trade can contribute to the development dimension of the Doha Round. While recommending that Aid for Trade must be operationalised “as soon as possible”, the Task Force affirms: “Aid for Trade is a complement, not a substitute, for a successful Doha Round. Increasing trade opportunities for developing countries, in particular the least-developed among them, remain the most important contribution that the WTO can make to development. A successful conclusion of the Round will increase the need for assistance to implement new agreements (e.g. Trade Facilitation), to ease adjustment costs, and to make use of new market access. Aid for Trade is a complement to the Doha Round, but it is not conditional upon its success”.

Two recommendations of the Task Force are worth highlighting and they are as follows:

· Value chain analysis could be one valuable tool to identify trade needs. 

· Technical cooperation among developing countries is a valuable tool to deliver effective results because of their common experience and understanding of the challenges they face. The valuable technical expertise of the South could be used to implement projects through triangular schemes of cooperation.

In sum, keeping in mind the recommendations of the Task Force on Aid for Trade, in particular the ones stated above, this session will deliberate on the following: 

· Expectations, particularly of LDCs, from the Aid for Trade initiative

· Role of donors for operationalising Aid for Trade

· Role of inter-governmental organisations for operationalising Aid for Trade

· An effective Aid for Trade partnership: Local accountability and global review
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