Aid for Trade

Connecting Firms in Developing Countries

to Value Chains

KEY FINDINGS o P ﬁ

Value Chains (VCs) offer developing countries opoities for economic growth and poverty
reduction. Firms can enter VCs by focusing on anmare specific tasks in the production chain that
reflect their comparative advantage and nationetiofacndowments - they need no longer invest in
mastering the entire production process..

e« The main policy objective of developing country govments is “link” their firms to and
"move up” the value chain to generate economic tr@amd reduce poverty.

*  While Least-Developed Country (LDC) participationVCs is still concentrated in primary
commodities, their firms are joining value chaingyst notably in the agrifood, textiles and
apparel, and tourism sectors

» Developing countries cite three main constraints W& participation: inadequate
infrastructure, access to finance, and standardspk@nce. Donors concur with this
assessment.

* The private sector add another five specific camsts: customs procedures, lack of skilled
labour, licensing requirements, high transportatbmsts, and unsupportive regulatory and
business environments.

* In 2011, USD 41.5 billion was spent in aid to hegveloping countries overcome their trade
related constraints. Research suggests that thistasce reduces trade costs and enhances the
trade performance of developing countries.

e The role of South-South partners is growing botheirms of trade-related co-operation, but
also in foreign direct investment. Firms from thesmintries are themselves also leading
South-south value chains.

e Also a growing number of lead firms are helpingthbon their own and with development
agencies, to upgrade the trade performance of digingl country suppliers, offering scope for
closer cooperation between the public and privatéos on aid for trade.
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INTRODUCTION

Successive rounds of multilateral trade liberailiggt preferential market access arrangements,
regional free trade agreements, and growth in seatith trade have created many more trading
opportunities for developing countries. Supply-sidmpacity limitations and trade-related
infrastructure constraints can, however, prevenveldping countries from converting trade
opportunities into trade flows. Superfluous andrietive regulatory requirements increase the obst
doing business for firms and the costs of prodaats$ services for consumers. In a global economy
characterized by the emergence of fragmented ptiotiuchains, the economic cost of inefficient
trade processes increases the "thickness of bbrebechiding local firms from international markets
and limiting trade expansion with negative consegas for economic growth and poverty reduction.

The Aid-for-Trade Initiative was launched at th@d3Hong Kong WTO Ministerial Conference
to address these problems. The Initiative has sdewk in raising awareness among developing
countries and donor agencies about the positiethalt trade can play in promoting economic growth
and development. Successive Global Reviews of éidl'fade have shown that developing countries,
notably the least-developed, are getting bettartatulating, mainstreaming and communicating their
trade-related objectives and strategies. In tunis, tas had a positive impact on the alignmentiadf a
for trade. Aid for trade flows have grown steadilgce 2005, although they have come under pressure
recently due to fiscal pressures in donor countie®nometric analysis suggests that aid for tiade
broadly correlated with increases in trade perforcea which in turn is related to reductions in
poverty. These effects are confirmed by a growingioer of studies, using different methods, which
yield a strong narrative about the positive impsdaid for trade programmes.

The emergence of value chains strengthens thenadgidor and relevance of Aid for Trade. As
developing countries look to connect their firmsptoduction networks aid for trade can help ensure
that the right conditions are in place and mobild@mestic and foreign investment. As such,
significant scope exists for closer co-operatiod synergies between the public and private sector o
Aid for Trade. Most providers of South-south tradiated co-operation plan to increase their
resources, potentially unlocking further accesthi® dynamic segment of world trade. More over by
connecting the "least connected”, aid for trade/plan important role in delivering the inclusive
economic growth agenda that lies at the heartePibst-2015 Development Agenda.

STAKEHOLDER ENGAGEMENT

The need to integrate trade priorities into nati@mal regional development planning is a central
objective of the Aid-for-Trade Initiative. Mobilizian of financing and developing country ownership
of the Aid-for-Trade Initiative is intrinsicallydid to these mainstreaming processes. Without aféect
national and regional dialogues, governments aggmal economic communities face problems in
setting clear priorities. Without clear prioritiedevelopment partners face difficulties in respagdi
appropriately to demand-driven requests. Mainstiegitnade in development planning is essential for
assuring coherence between trade and other bradojlectives, such asnter alia, food security,
gender empowerment, poverty reduction, sustaindblelopment, and green growth. Deepening
coherence requires an on-going commitment to tragi@streaming which seeks to operationalize it
across the broad spectrum of policy areas with kvirizde interacts.

Engagement is critical to the process of mainstiegnilhe latest Aid for Trade monitoring
exercise conducted jointly by the OECD and WTO tiaderlined that engagement remains strong;
132 self-assessments were submitted from 80 dewmgl@puntries (including 36 least developed), 28
bilateral donors, 15 multilateral donors, and 9viders of South-South co-operation. Moreover, 524
supplier firms in developing countries providedithvews on the barriers they face in linking tdua

@/’ OECD WORLD TRADE :g/

BETTER POLICIES FOR BETTER LIVES ORGANIZATION ‘-//



chains, while responses from 173 lead firms (mobily not exclusively in OECD countries) highlight
the obstacles they encounter in integrating dewedppountry firms in their value chain.

Figure 1. Participation of the public and private sectorsin the OECD-WTO monitoring exercise
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In 2011, 269 case stories were submitted by bdaagfigovernments (82), bilateral donors (57),
multilateral donors (51), regional economic comntiasi(47), providers of South-south cooperation
(7) and civil society and the private sector (47).

Figure 2. Case stories by type of author
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VALUE CHAINS: A PATH TOWARDSDEVELOPMENT

Value chains have become an increasingly promifeattire of world trade and investment. By
providing access to networks, global markets, ehpinowledge and technology, integration into a
value chain can offer a path towards economic @gweént that is easier to follow than building a
fully integrated value chain. With expansion in 8psouth trade flows, value chains are also
becoming more global in their reach and chara®exeloping economies can integrate into value
chains by opening their markets to trade and foreligect investment, improving their business and
investment environment and strengthening their dimsupply-side capabilities.

The 2013 Global Review of Aid for Trade focused walue chains as a path towards
development. It highlighted that there is much scop improve the participation of developing
countries in VCs. The analysis of value chains grifaod, information and communication
technology (ICT), textiles and apparel, tourisng &mansport and logistics value chains highlightt t
developing countries are integral to these prodoctind service networks. Increased exports and
economic growth, together with employment and pivetleviation, were rated by developing
countries as the most important objectives in coting to value chains.

IMPEDIMENTSTO CONNECTING TO VALUE CHAINS

Many developing countries pay a "competitivity pigyiadue to inefficient border procedures,
high tariffs, non-tariff barriers that unnecessadbnstrain goods or services trade, restrictianshe
flow of information, impediments to foreign dirdatvestment and limits on the movement of people.
The challenge for developing economies is to deaighimplement broad strategies that tackle these
key barriers to integration and upgrading in valbains.

Partner countries and providers of trade-relatesis@sice highlight three main barriers for
developing country firms to connect to value chdifigiure 3): inadequate infrastructure, access to
trade finance and standards compliance. They pigiering emphasis on lack of comparative
advantage, lack of labour force skills, inability dttract foreign direct investment and the effefct
trade restrictions.

Figure 3. Public sector views on main barriersto firmsentering value chains

(Partner countries in bold, as compared to donors)
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The views of the private sector were also samptedsa five key sectors that are of particular
importance for developing countries: agrifood, |G@xtiles and apparel, tourism and transport and
logistics (Figure 4). Supplier from developing ctyrell ranked access to finance (and in partigular
trade finance) as the main obstacle preventing thet@ring, establishing or moving up value chains.
They also cited transportation and shipping coséglequate infrastructure, and regulatory uncestain
(often tied to a complex business environment) a@nobstacles, together with a lack of labour éorc
skills.

Among lead firms customs procedures ranked higldyaaparticular obstacle to bringing
developing country suppliers into their value ckai®ther prominent concerns included regulatory
uncertainty (reflecting developing country sup@iessues with the complex business environment)
and standards' compliance issues. Informal practaoe payment requests were also cited as of
particular concern in their relationships with sligns.

Figure4. Private sector views on the main barriersfirmsface entering value chains

(Developing country suppliers in bold, as compared to lead firms)
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There is a clear match between the perception eérgonents, donors and the private sector on
the issues to be addressed. The priorities revéglede survey should provide guidance about where
aid for trade should focus to help developing cdagtconnect to value chains. They could also help
to establish closer co-operation and synergiesdmivthe public and private sector in identifying-ai
for-trade projects, financing their implementationproving their monitoring and impact assessment,
and ultimately increasing aid effectiveness. Sutl@gproach is very much in line with the 2005 Paris
Declaration on Aid Effectiveness and the 2011 Bu&mntnership for Effective Development
Cooperation.

AGRIFOOD

The agrifood sector is in a state of dynamic chadge to technological progress, logistics
innovation and the penetration of global agribussneompanies into local markets. Changes in food
retailing are leading to a greater involvement lodé private sector in agriculture and a focus on
developing and improving agriculture value chaimgdrms of quality, productivity, efficiency, and
depth. As (urban) consumer demand related to sadeiglity and convenience grows, the pace of
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change in food markets is quickening. In many adfical markets, this is leading to a more active
and assertive role for the private sector vis-aivisstate.

Developing countries process only 38% of their adtiral products compared to 98% in
industrialized countries, and industrialized coiestradd over four times more value when processing
agricultural products compared to developing coestiSignificant potential exists to add value.

For developing country suppliers, transportatioste@nd access to finance are the two main
difficulties to join or move up the agrifood valakain (Table 1). Lead firms put a greater emphaisis
trade issues, including customs procedures, arw @isthe regulatory and business environment.
Firms operating in agrifood value chains have tmply with a variety of food safety regulations:
Suppliers consider related certification costs asagor difficulty while lead firms regard inadeqgeat
standards infrastructure as an obstacle to egtablc®mmercial presence.

Table 1. Main barriersto connect firm in developing countriesto agrifood value chains

Developing country suppliers Lead firms

Difficulties to connect developing country suppliers to value chains

Transportation costs & delays 54% Customs procedure 51%
Certification costs 41% Transportation costs ardyde 41%
Access to trade finance 34P6  Licensing requirements 37%
Supply side constraints Obstacles to establish commercial presence
Access to finance 52% Regulatory transparency 50%
Labour skills 38% Business environment 49%
Transport infrastructure 37% Standards infrastmectu 42%

Source: OECD/WTO Aid-for-Trade Questionnaire 2013

INFORMATION AND COMMUNICATION TECHNOLOGY

Information and communication technology servicH#erodeveloping countries the potential to
integrate into ICT value chains, as distance amaleseconomies are less important than for
manufacturing. Furthermore, ICT services such &caeenmunications and computer services are
crucial ingredients for the productivity of domestfirms and a country’s broader economic
development.

ICT manufacturing is highly fragmented internatilbpavith significant trade in intermediate
products. Value chains in ICT manufacturing arecemtrated in so-called “Factory Asia”, with China
accounting for 37% of world ICT exports. The spre&adnobile telephony has been a success story in
development with mobile phone penetration in LD@sréasing from 7% in 2005 to 46% in 2011.
However, the digital divide between developed cnestand developing countries remains wide, with
only 7% of LDC inhabitants using the internet, weHiked broadband penetration is below 1%.

Similar to other value chains, ICT firms considexcess to finance and the business and
regulatory environment as main barriers (TabldvR)re specific to ICT is that both suppliers anddlea
firms regard customs procedures as a major difficaéflecting the importance of time in the traufe
ICT products, while suppliers struggle to find memsel with adequate skills. Finally, developing
country suppliers also experience difficulties wiriternet access, which is crucial for ICT services
firms.
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Table2. Main barriersto connect firmsin developing countriesto ICT value chains

Developing country suppliers Lead firms

Difficulties to connect devel oping country suppliers to value chains

Access to trade finance 4906 Customs procedures 44%

Customs procedures 28P6  Licensing requirements 44%

Unreliable/slow internet access 24% Import duties 7%3
Supply side constraints Obstacles to establish commercial presence

Access to finance 46% Business environment 58%

Labour skills 44% Regulatory transparency 58%

Business environment 33% Inadequate standardsiniciure 38%

Source: OECD/WTO Aid-for-Trade Questionnaire 2013
TEXTILES AND APPAREL

The textiles and apparel industry plays a cenot m the industrial development of many low
income and least-developed countries (LDCs). Thestry, particularly the apparel sector, accounts
for a significant share of total manufacturing estpofor some LDCs, such as Lesotho (70%),
Bangladesh (71%), Cambodia (85%) and Haiti (86%Mhak also generated significant employment
opportunities for unskilled workers, most of theromen.

Supply chains have undergone profound reconfigamasince the quantitative restrictions in
global textiles and clothing trade expired and tharket is demanding “fast fashion”. This
reconfiguration has put a premium on shorter dgfiweycles, improvements in factory skills and
supply chain management, including fabric produrticmaterial sourcing and finishing process.
Supply chain consolidation has been one resulf) ¥é@tver countries and larger suppliers and the
emergence of strategic sourcing relationships.

Trade policies such as import duties and exportinjicensing requirements remain important
barriers in the textiles and apparel industry (€a®). Furthermore, both developing county suppliers
and lead firms regard customs procedures as a robfdacle to integrate or move up in the textiles
and apparel value chain. Efficient customs prooeslare extremely important in a value chain that is
characterised by low retail inventories, high ordelumes and just-in-time manufacturing processes
that respond swiftly to changing fashion trendse Tiked for speed is also apparent in the highigyior
given to constraints related to transportationsasd delays and inadequate transport infrastreuctur

Table 3. Main barriersto connect firmsin developing countriesto textiles value chains

Developing country suppliers Lead firms

Difficulties to connect devel oping country suppliers to value chains

Access to trade finance 54% Customs procedures 48%
Customs procedures 490 Inadequate transport capacit 39%
Transportation costs & delays 42% Licensing regquéeets 36%
Supply side constraints Obstacles to establish commercial presence
Business environment 50% Business environment 59%
Access to finance 47% Transport infrastructure 38%
Labour skills 45% Regulatory transparency 34%

Source: OECD/WTO Aid-for-Trade Questionnaire 2013
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TOURISM

Tourism arrivals surpassed one billion for thetfiime in 2012. Despite occasional shocks,
international tourist arrivals have enjoyed virtyaininterrupted growth — from 277 million in 1980
528 million in 1995, and 1.035 billion in 2012. @oping countries are playing an increasingly
prominent role in this expanding sector. Tourisnome of the top three exports for the majority of
developing countries and the lead export for atléd LDCs.

Tourism is employment intensive and has strong Wwauot linkages to many other parts of the
economy. To fully exploit these linkages and theetigoment potential of tourism, increased co-
ordination at the national level between ministriassiness communities and local authorities as wel
as at the international level is required.

Labour skills are a particular constraint faceddbyeloping country suppliers (Table 4). The role
of skills does not come as a surprise given thguiacy and importance of personal contacts between
service providers and clients in the tourism sedhbe availability and quality of infrastructureagk a
key role in the development of the tourism sec@penness to imports, security and a smoothly
functioning visa scheme are further elements tiatcaucial for the tourism sector to engage in a
strong and sustainable growth path.

Table4. Main barriersto connect firmsin developing countriesto tourism value chains

Developing country suppliers Lead firms

Difficulties to connect developing country suppliers to value chains

Labour skills 47%| Access of suppliers to finance %52

Business environment 47% Visa regimes for foreaymists 44%

Access to finance 42% Business environment 44%

Transport infrastructure 29% Obstaclesto establish commercial presence

Domestic licensing requirements 24% Business enmient 50%

Supply chain governance 24% Inadequate standdrdstiucture 46%
Transport infrastructure 41%

Source: OECD/WTO Aid-for-Trade Questionnaire 2013

TRANSPORT AND LOGISTICS

In addition to its role as a value chain, the tpamsand logistics sector is also crucial for the
performance of other economic sectors. Manufaajuaind agriculture both depend on being able to
ship goods to consumers quickly, cost-effectively eeliably. Data suggest that countries with bette
logistics performance tend to specialise more inufecturing value chains.

Inadequate transport infrastructure remains a weramnstraint in many developing countries
hindering the establishment of efficient transpamd logistics chains (Table 5). However, there is
some evidence of improvement over recent yearsimSaharan Africa, the Middle East and North
Africa. Investments in physical infrastructure atseds to be accompanied by improvements in soft
infrastructure to have maximum impact - includingstoms and border procedures, in particular
customs cooperation, red tape, and private seet@lopment.

Governance remains a significant constraint. Exees®d tape often means that operators are
more willing to make unofficial “speed money” paym& so increasing the cost and uncertainty of
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doing business. Reducing red tape barriers andowimgg border processes can reduce the incentives
to make irregular payments - and increase goverhmeanue generated.

Table5. Main barriersto connect firmsin developing countriesto transport and logistics value
chains

Developing country suppliers Lead firms

Difficulties to connect developing country suppliers to value chains

Customs procedures 42%  Customs procedures 70%
Transport capacity 39% Inadequate transport capacit 47%
Port dwell times 37% Port dwell times 37%
Informal or corrupt practices 37% Informal or carpractices 33%
Supply side constraints Obstacles to establish commercial presence
Transport infrastructure 48% Regulatory transparency 61%
Access to finance 47% Transport infrastructure 50%
Lack of transparency in regulatory environment 40%abour skills 46%

Source: OECD/WTO Aid-for-Trade Questionnaire 2013
AID FOR TRADE FLOWS

After years of increasing aid flows, the finanagbkis and subsequent economic challenges faced
by OECD member countries have put pressure on wigdis and are also reflected in reduction of
aid-for-trade commitments. In 2011, a 14% decreamapared to 2010 brought total aid-for-trade
commitments back to USD 41.5 billion and in linghwihe level of previous years (Figure 5). This
still constitutes a 57% increase in 2011 compacethé 2002-05 average baseline. Similarly, gross
disbursements, which declined by USD 1.3 billio2@11, were 53% above those in 2006.

The main decline in aid for trade can be attributeddecreased support for economic
infrastructure, mainly due to a reduction of lag@mmitments to programmes in the transport and
energy sectors (down USD 3.5 billion and USD 3IRoli, respectively) in Africa. The rise in support
for building productive capacity in 2011 to USDHi8ion indicates the increasing priority donors
attach to private sector development (commitmemeggticulture, industry, and business services rose
by a total of 10%). In conjunction, funding for grammes with a trade development objective
doubled between 2007 and 2011 to reach USD 5idrhbill
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Figure5. Aid-for-trade commitments 2002/05 - 2011
(USD million, 2011 constant prices)
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Source: OECD/CRS database

Based on 2012 provisional aggregate amounts, hefudecline in aid for trade is possible, with
overall ODA falling by 4% in real terms. On the lsasf the DAC Survey on Donors’ Forward
Spending Plans, a moderate recovery in overallleidls is expected in 2013. While the outlook
points to either stagnation or further modest desliin aid flows, the G20 has pledged to maintain
aid-for-trade resources beyond 2011 - at averagerionent levels for 2006-2008.

Furthermore, the findings of the OECD/WTO monitgrisurvey suggest that most providers of
South-South trade-related co-operation plan toes®e their resources. In addition, collaborative
private sector ventures and value chain investmargsgrowing in number and impact and are
charting an innovative way forward for businessimement in trade-related capacity building.

The development finance landscape is changing. Ohl2 remittances of USD 27 billion
constituted the largest source of external devetsprfinance for LDCs, followed by foreign direct
investment (USD 15 billion) and Aid for Trade (USDB.5 billion) (Figure 6). South-South investment
is also increasing in importance in LDCs. Aid foade needs to work in tandem with these other
development finance flows.
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Figure 6. Development finance flowsin least-developed countries
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AlID FOR TRADE EFFECTIVENESS

There is now abundant empirical evidence suggettiaigaid for trade is broadly correlated with
increases in trade. Typically, one dollar invesitedid for trade is on average associated with an
increase of nearly USD 8 in exports from all depelg countries — while one dollar of aid for the
poorest countries amounts to USD 20 in new expamts to USD 9 for all low and lower middle
income countries.

Furthermore, there is ample proof that aid for erésl appropriately targeted on lowering trade
costs — in the form of additional infrastructuresttbr institutions such as customs and standards
authorities, and more trade friendly policies aegulations, whether in regard to tariffs and naiffta
barriers (NTBs) or regulatory measures that expogistics companies to new competition. Aid for
trade is most effective at increasing trade andnptong trade-led growth when recipient countries
have a supportive business environment, partiguiialble macroeconomic policies and an investment
climate that encourages private investment.

The role of aid for trade in promoting trade iniog@l and global value chains is starting to
receive attention from academic and policy-mak@&fwee pieces of evidence point to a nontrivial
contribution of aid for trade to value chain deystent. First, aid for trade provided to both sidés
the bilateral trading partnership reveals a symstimeffect. This stands to reason: if aid for &dulps
making border crossings more efficient on bothsiolethe border, it will facilitate trade expansioin
the bilateral partners as well as third partiemilarly, aid for trade to infrastructure, such aads or
communication, stimulates cross-border trade. Adsgdéndication that aid for trade promotes regional
and global value chains is the fact that exporéseaen higher when the aid for trade recipient is a
member of a regional trade agreement, shares a oorborder, and has a common language. Finally,
even more compelling is the direct evidence thdtfai trade stimulates trade in intermediate parts
and components, key indicators of value chainsn&emtric analysis found that aid for trade was
positively and significantly associated with thewgth in parts and components.

The evidence for Aid for Trade's positive impacttrade development is also buttressed by the
results of the 2011 monitoring exercise. This eisergenerated a vast amount of unique information
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through 269 case stories submitted by partner degnbilateral and multilateral donors and proxéde

of South-South co-operation and regional econoraiamunities. The case stories cover more than
150 countries — ranging from the smallest statesh s Lesotho, Solomon Islands and Comoros, to
the largest, such as China and India — and all migeeloping regions and income categories. The
sheer quantity of activities described in theseietsosuggests that aid-for-trade efforts are sukiata
that they have taken root across a wide spectruoowftries, and that they are becoming central to
development strategies. The fact that nearly Hatli@ stories were provided by developing countries
underlines the salience of these programmes —ightights the potential for knowledge-sharing.

Figure 7. Key resultsof aid for trade effortsreported in case stories
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A large number of stories detail how industry-sfiegirogrammes address market failures to
help the private sector better access foreign nmrked link to VCs. For instance, an aid-for-trade
project to support the competitiveness and theaswtility of the agricultural sector in Senegal
increased export by almost 80% between 2005 anfl 300 helped create 85 new businesses. Other
stories describe how demand-driven, technical dgphuailding programmes are helping countries
define export-oriented growth strategies. For eXammn aid-for-trade programme in Vietnam helped
to increase the level of exports to the UnitedeStatom USD 1.1 billion in 2001 to USD 8.6 billiam
2006, and increased the level of imports from theitadl States from USD 460 million to
USD 1.1 billion. Another case story describes haw far trade and WTO accession has played a
catalytic role in supporting Cape Verde’s econogrowth strategy — a strategy which has seen the
country transform into a globally competitive econyg make significant progress on the Millennium
Development Goals (MDGs) and graduate out of th€ Isfatus.

In trade, time is money. Accounts of trade fadilita programmes and economic infrastructure
projects, including regional corridors, describevhwade costs are significantly reduced and how
regional integration has been boosted. For examplegional project in East Africa improved transit
times at the border from three days to three hddmsther case story describes how improving the
international transit of goods between El Salvaaled Honduras reduced clearance times from 62
minutes to an average of eight minutes. The prgjeciccess has stimulated interest in neighbouring
countries and the project has been extended to ddextuatemala, Nicaragua, Costa Rica and
Panama.
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Figure8. Aid for trade effectiveness accor ding to developing countries
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AID FOR TRADE SUCCESSFACTORS

Country ownership at the highest political leved a&ffective intra-governmental coordination are
frequently reported as critical factors for succiesshe case stories. Active local participatiord an
involvement of stakeholders (including the privaextor and civil society) in the preparation and
implementation of activity is also crucial. Integrd approaches to development, for instance, by
combining public and private investment with tedahiassistance, increase the success rate. Equally,
long-term donor commitment and adequate and relialriding are considered essential.

Other elements of success in the case storiesd@edkveraging partnerships — including with
providers of South—South co-operation — keepingegtodesign flexible to facilitate adjustments in
initial plans, and sharing knowledge and transfierédssons at local and global levels. Furthermore,
supportive macroeconomic and structural policieswa#i as good governance are also vital for
delivering the longer-term trade and developmenjecitves of the Aid-for-Trade Initiative.
Conversely, delays and changes caused by exogéaioss such as natural disasters, political crises
and global recessions threaten successful outcomes.

Figure 9. Key lessonsfrom case stories
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THE WAY FORWARD

Much has been achieved since the start of the éid-fade Initiative in 2005. Successive Global
Reviews of Aid for Trade and editions Aifd for Trade at Glance have clearly shown that aid for trade
is bettering the lives of many men and women irettgying countries. Comprehensive monitoring has
provided clear evidence that the Initiative hasultes in the prioritisation of trade objectives in
development strategies and has galvanised donposup tackle the bottlenecks that undermine the
ability of producers in developing countries to lexpregional and global market access opportusiitie

Aid for trade is helping developing countries tafoithe power of markets and connect to new
growth poles in the global economy. The aid-fodé&&ase stories also paint an encouraging picfure o
numerous donor supported, trade-related projectgpeagrammes that are delivering a wide range of
tangible results in terms of trade performanceygbe investment and employment creation in a large
number of developing countries. The 2013 joint OB®DO monitoring exercise described in this
policy brief highlights that these positive treraate continuing.

Since the 2005 WTO Ministerial Conference in Hongnf agreed on the aid-for-trade mandate
(subsequently operationalized by the WTO Task Forc2006), much has changed in the trade and
development environment. Research by the OECD anh@® h trade in value-added is shedding light
on the complex production networks that characegiebal trade today. The deepening and widening
of value chains has boosted the share of intereed@ods and services in trade as more firms and
countries join these diffuse networks. Fragmentatib production has created new opportunities for
integration into regional and global trade.

Based on the findings of the OECD/WTO monitoringvsey, the analysis of aid-for-trade flows,
and conclusions in the broader trade and developiiterature, it appears that the proliferation and
deepening of value chains and the concomitant widef trade opportunities for developing
countries further underscores the case for andevafwaid-for-trade. Nevertheless, there is room for
improvement, such as further engaging providerSaith-South trade-related co-operation and the
private sector, expanding the focus from ODA toalepment finance, improving the conditions for
regional projects, and better managing aid foraranld development results.

The Global Partnership for Effective Developmenbmeration, established in 2012, provides a
new and comprehensive framework for co-ordinating efforts of a variety of donors to help
developing countries leverage diverse forms of iguraent finance, and for ensuring that all these
efforts have a catalytic effect on trade and dgwalent. With inclusive economic development
becoming a central theme of the post-2015 developehebate, there is a clear on-going role for Aid
for Trade to contribute to economic inclusion. Resh has also highlighted that Aid for Trade can
contribute to sustainable economic developmentgaeen growth.

At the Bali Ministerial Conference on 2-6 Deceml#813, Aid-for-Trade stakeholders will
repeat the message that they sent at the FourthaQReview of Aid for Trade in July 2013: Aid for
Trade should continue, reinvigorated and with resstveommitment from all stakeholders. By
contributing to the inclusive economic growth, Aat Trade can make a valuable contribution to the
post-2015 development agenda.
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