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 Highlights  

• From 2002 to 2016, the amount of Aid for Trade (AfT) given to developing countries grew 

steadily. In 2016, the latest year data is available for, total AfT hit a record of $38.8 billion 

(constant prices), doubling the amount in 2002.  

• AfT disbursements to Asia and the Pacific decreased from $17.2 billion in 2015 to $15.5 billion 

in 2016, though in terms of share in total Official Development Aid (ODA), AfT in Asia and the 

Pacific remained around 30%. 

• Japan, Germany and the United States were the largest providers of AfT globally, as well as to 

the Asia-Pacific region.  

• While most of the AfT has been directed at hard infrastructure development, one of the most 

effective uses of AfT has been to improve trade facilitation (i.e., simplification of trade-related 

procedures) and trade-related public institutions and policies. 

• Countries at different levels of development require different types of AfT. Collecting more 

complete data on AfT, including on AfT provided by developing countries to each other, would 

be important in better understanding the overall impact of this type of aid. 

 

Introduction 

Recognizing the remarkable contribution of international trade to economic and sustainable development, 

increasing efforts have been put into trying to attain the positive impacts of trade for development. In 

order to help developing countries, especially the least developed countries, to build their trade capacity 

and infrastructure, the WTO launched the Aid for Trade (AfT) initiative in 2005. Since then, AfT 

disbursed to developing countries has increased significantly. AfT is an important tool at the disposal of 

development partners aiming to boost integration of developing countries into the global economy. AfT 

has a crucial role to play in helping the least developed countries, especially landlocked and remote ones, 

to improve their trade-related infrastructure, enhance their production capacities, apply good governance, 

and ultimately tap the trade potential. Research on the effectiveness of AfT has been slowly emerging, 

including from the countries receiving AfT. This note provides insights on the trends and details of AfT 

in the Asia and Pacific region and discusses the existing literature on AfT effectiveness. 
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Overview of Aid for Trade in Asia and the Pacific  

AfT disbursed to developing countries has grown steadily between 2002 and 2016. During that period, 

AfT disbursements grew from $12.7 billion to $38.8 billion (at 2016 constant prices). The amount of AfT 

disbursed was growing much faster than the total ODA disbursed to developing countries. In 2002, only 

12.8% of ODA was trade-related; whereas in 2016, this share has reached 21.4%.  

However, globally, in absolute value, total AfT disbursed to developing countries fell in 2016 - for the 

first time since 2002 (Figure 1). In relative terms, AfT as a share of total ODA increased significantly 

during 2007-2012, but then it declined from 2013 to 2016.  

Developing countries in Asia and the Pacific are major recipients of AfT. The proportion of AfT to ODA 

for developing countries in Asia and the Pacific is much higher than for developing countries in general 

(figure 1). AfT disbursements to the region increased steadily from 2002 to 2015, accounting for around 

30% of total ODA to the region. During that period, there has been a clear increasing trend of AfT for the 

Asia-Pacific region despite some drops in certain years, i.e. 2003, 2006, 2009, and 2016.  

Figure 1: Aid for Trade Trend, 2002-2016 

 

Sources: Authors calculation based on data from OECD Creditor Reporting System (accessed 6 December 2018). 

Key Donors 

There are two major sources of AfT, namely multilateral agencies and donor countries. In 2016, member 

countries of the OECD Development Assistant Committee (DAC) together disbursed $21.5 billion of AfT, 

which accounts for 55.4% of the total AfT disbursed. In the same year, multilateral agencies disbursed 

$16.2 billion in AfT, accounting for 41.6% of the total AfT disbursed. Non-DAC countries disbursed $1.1 

billion, accounting 3% of the total AfT disbursed. Of the $21.5 billion that was disbursed by the DAC 

countries, 83.4% was from G7 countries.  

Globally, in 2016, the major donor countries were Japan ($6.53 billion), Germany ($4.46 billion), the 

United States ($2.7 billion), France ($1.88 billion) and the United Kingdom ($1.87 billion). The 

multilateral agencies that donated the most AfT to developing countries were the EU institutions ($7.68 

billion), the World Bank Group ($4.59 billion) and the regional development banks ($2.83 billion). The 

Asian and African Development Banks respectively disbursed $1.47 billion and $0.99 billion.  

In the Asia-Pacific region, developing countries received $8.6 billion in AfT from OECD DAC countries 

and $6.7 billion from multilateral agencies, accounting for 55.8% and 43.2% respectively of the total AfT 

disbursed to the region. This is consistent with the percentage given by the two big groups to all 

developing countries worldwide.  
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Japan has been, by far, the biggest donor country to the region. It disbursed more than $5 billion in 2016, 

accounting for 32.3% of the total AfT disbursed to the region. The second and third donor countries were 

Germany and the United States respectively, recording a disbursement of around $1 billion and $0.9 

billion, which were 6.5% and 5.7% of the total AfT disbursed to the region. In terms of multilateral 

agencies, EU institutions ($3.23 billion), the World Bank ($1.80 billion) and the Asian Development Bank 

($1.47 billion) were the top donors. 

 

Figure 2: Key Donors of Aid for Trade, 2016 

 

Sources: OECD Creditor Reporting System (accessed 21 December 2018). 

Note: RDB = regional development banks, AsDB = Asian Development Bank, AfDB = African Development Bank. 
 

Sub-regional Distribution 

In terms of the sub-regional distribution of AfT, in 2002 the sub-regions that received the most AfT were 

South and South-West Asia ($2,7 billion), South-East Asia ($1,2 billion) and East and North-East Asia 

($0,9 billion). In 2016 the first two sub-regions remained their positions and the third was replaced by 

North and Central Asia. This can be explained by the fact that China’s AfT decreased from $770 million 

to $268 million between 2002 and 2016.  

In 2016, South and South-West Asia, South-East Asia and North and Central Asia received $8.8 billion, 

$4.4 billion and $1 billion respectively. Correspondingly, more than 58% of the AfT disbursed to the 

region went to South and South-West Asia, while the Pacific Islands received only $418 million, which 

accounted for 2.8% of regional AfT only. Although all sub-regions, apart from East and North-East Asia, 

have received a larger amount of AfT over the past 15 years, the data shows that all sub-regions received 

less in 2016 comparing to 2015. 

Top Recipients  

Within the Asia-Pacific region, a few countries stood out as the largest recipients of AfT. In 2016, India 

($2.8 billion), Turkey ($2.6 billion), Viet Nam ($2.2 billion), Bangladesh ($1.1 billion) and Pakistan ($0.9 

billion) topped the list. Although the Pacific Island countries did not receive a lot AfT in absolute terms, 

many of these countries are highly reliant on AfT. AfT, as a catalyst for growth, has empowered pacific 

Islands through economic growth and job creation with multiple effects on local economy and livelihoods 

of people. The Pacific Island countries with the highest AfT as of percentage of GDP were Tuvalu (26.6%), 

Kiribati (15.7%) and Tonga (8.2%). 
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Types of AfT 

The OECD DAC identifies five types of AfT: 1) Technical assistance for trade policy and regulations1; 2) 

Trade-related infrastructure; 3) Building productive capacity, including trade development; 4) Trade-

related adjustment; and 5) Other trade-related needs (UNCDP, 2016). Based on this classification, the 

bulk of AfT resources went into economic infrastructure and building productive capacity. Economic 

infrastructure absorbed 61.9% of 2016 disbursements in the Asia-Pacific region and building productive 

capacity was the target for 35.8% of these funds. The share of trade policy and regulations and trade 

related-adjustments in the region was significantly lower, at no more than 3% of the total. 

Sector Distribution 

From a sectoral perspective, statistics shows that globally trade-related infrastructure and technical 

assistance for trade received the most funding. Correspondingly, three sectors – transport and storage, 

energy, and agriculture – were heavily targeted, making up the bulk of AfT disbursement in the Asia-

Pacific region in 2016, with$5.6 billion (37% of the total 2016), $3.7 billion (24%) and $2.3 billion (15%) 

respectively. Fishing, mineral resources and mining, and tourism registered the lowest amount of AfT – 

collectively, they received slightly more than one percent of the AfT disbursed in the region. 

 

Figure 3: Sector distribution of Aid for Trade in Asia and Pacific, 2016 

 

 

Sources: Source: OECD Creditor Reporting System (accessed 21 December 2018). 
 

Effectiveness of Aid for Trade  

Since the launch of the AfT initiative, the monitoring process, led by the WTO and the OECD, has 

generated critical data and analysis on the implementation of AfT and there has been growing interest in 

finding better ways to monitor and evaluate its impact (ODI, 2012). Several econometric techniques with 

different degrees of sophistication have been used to assess the impact of AfT on trade and other measures 

of economic performance in recipient countries. However, most of the studies reviewed the effectiveness 

of AfT with an aggregate approach and very few focused on the impact of specific AfT interventions or 

                                                           
 

 

 

1 Trade policy and regulations can be further broken down into trade policy and administrative management, trade facilitation, 

regional trade agreements, multilateral trade negotiations, trade-related adjustment, and trade education/training.  
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instruments. In addition, among the different categories of AfT, researchers have focused mainly on aid 

to trade policy and regulations and aid to trade-related infrastructure. AfT development and aid allocated 

to productive capacity received little attention. Among the components of trade policy and administrative 

management, only trade facilitation has received some consideration, although the definition used for this 

variable varied from one study to another (ODI, 2012).  

AfT has recorded a significant achievement over the past decades. It has raised awareness about the 

positive role trade can play in economic growth and development. It has promoted rapid growth of exports 

and imports, reduced trade costs and enhanced the export competitiveness of recipient countries (WTO, 

2013). Nevertheless, some AfT programmes and projects have not been effectively mainstreamed into 

national policies. Lacking efficient administrative mechanisms, limited human capacity and political 

instability have resulted in a low absorption capacity (ICTSD, 2013).  

Evidence suggests that not all types of AfT have the same impact. According to the WTO, AfT works 

best to reduce trading costs through improvements in infrastructure, trade facilitation, and trade-related 

public institutions and policies. Aid used to facilitate trade is found to generate the highest welfare gains 

among all aid types. Moreover, the return from aid to trade facilitation is also found to be the greatest 

compared to other aid types. Ivanic et al. (2006) concluded that trade facilitation ranks with the highest 

return among all aid types. An average annual flow of aid to trade facilitation projects reduces global trade 

transaction costs by 0.2%, yielding a welfare gain of $28.7 billion in developing countries. Another study 

suggested that aid directed towards the trade facilitation reform agenda has a significant and positive 

impact on trade flows. The effects appear to be stronger on imports overall. Another analysis also 

concluded that lowering transaction costs through AfT required a considerable amount of aid flowing to 

AfT programmes (Busse et al., 2011). 

Aid for economic infrastructure has a positive effect on exports, whereas, aid for productive capacity does 

not seem to have much significant impact on total exports (Cali and te Velde 2011). It is estimated that a 

10% increase in aid for infrastructure commitments leads to an average increase in the exports-to-GDP 

ratio of a recipient country of 2.34% (Vijil and Wagner 2010). In addition, when aid is targeted at trade 

policy and regulations, the effects on exports appear more robust and of a larger magnitude (Helble et al., 

2012). 

The most important constraints on aid effectiveness are conditions specific to the recipient country rather 

than to the AfT initiative itself (ICTSD, 2013). For example, empirical evidence shows that AfT destined 

for low and lower middle-income countries is likely to have a higher pay-off. The WTO suggests that 

AfT is most effective at increasing trade when recipient countries have a supportive business environment, 

particularly stable macroeconomic policies and an investment climate that encourages private investment. 

The absence of peace and security can wipe out all benefits from AfT. Furthermore, it is well known that 

high and unstable inflation, corruption, and lack of protection of property rights undermine the 

effectiveness of all aid, and this also applies to AfT. 

At the sectoral level, existing empirical research suggests that the impact of AfT is bigger in some sectors 

than in others. For example, Brenton and von Uexkull (2009) found that export development programmes 

have a bigger impact in sectors that perform strongly. However, they suggest that this might be because 

the performance levels of the stronger sectors made them a success anyway. Ferro et al. (2014) found that 

aid to the transportation and energy sectors is the most effective in increasing the exports of the recipient 

country. Nevertheless, the effectiveness of aid for transportation diminishes for country groups with 

higher incomes, whereas the effectiveness of aid to energy and business services increases with the 

income of the group. 
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In this context, it is important to also mention the paper by Ferro et al. (2014) in which the results 

suggested that, in upper-middle income countries,2 aid to business services is positively associated with 

manufacturing exports, whereas aid for banking services displays a negative impact on manufacturing 

exports. On the other hand, in South Asia, where there are only low-income and lower-middle-income 

countries, aid to banking is positively associated with manufacturing exports, whereas aid to business 

services has a negative link with manufacturing exports. 

Lastly, AfT may have different effects on different geographical regions. The overall reduction in trade 

costs worldwide, considering different types of AfT (infrastructure, trade development, and trade policy 

aid), is only 0.2%. Nevertheless, the impact is much greater in developing countries and especially in sub-

Saharan Africa, where export costs are reduced by up to 1.9%. (Ivanic et al. 2006) This finding contradicts 

the results from the study by Busse et al. (2011), where they found that no types of AfT were significant 

in reducing cost of trading in LCDs (33 of the 47 LDCs are sub-Sahara African countries). On the other 

hand, the findings of Cali and te Velde (2011) are consistent with the findings by Ivanic et al. (2006), 

where trade facilitation of AfT has a larger cost-reducing impact in sub-Sahara African countries than in 

the entire sample of developing countries. 

 

Data gaps and future research 

Most of the studies in literature by academia and think tanks use aid disbursement data from the OECD 

Creditor Reporting System database. This database covers a long-time span (from the mid-1970s onwards) 

with country and sector-specific data. However, there is a lack of data from some key donors, for example 

China; and there might be an overestimation of AfT because it takes into account all projects with both 

trade and non-trade objectives. The trade-related technical assistance and trade capacity-building database, 

constructed jointly by the OECD and the WTO, is another important source of AfT data, providing 

detailed data for the period 2000-2016. However, the database only covers two categories of AfT, namely 

trade policy and regulations, and trade development. There is a lack of data on other categories. Therefore, 

relevant and more detailed data is needed to supplement the existing database. Implementation of this 

recommendation will improve the knowledge base for AfT-related policy planning in both donor and 

recipient countries. 

Research on the correlation between the effectiveness of AfT and the level of income of recipient countries 

is very limited. The marginal effect of physical infrastructure improvement on exports is decreasing in 

per capita income and the impact of ICT on exports is increasingly important for richer countries 

(Portugal-Perez and Wilson 2010). Future research on the effectiveness of AfT needs to clearly take into 

account the income of recipients.  

 

Conclusion 

AfT disbursements have increased globally and regionally in the past decade, with a slight drop in 2016, 

which is the latest year for which data is currently available. Globally, the share of AfT in terms of total 

ODA was increasing, while the share remained stable in the Asia-Pacific region. 

The existing literature provides empirical evidence on the correlation between AfT and trade flows, trade 

costs, economic growth and wellbeing. It suggests that AfT, targeted at low and lower middle-income 

countries is likely to have a higher pay-off, but AfT is not effective in all countries in attaining the 

                                                           
 

 

 

2 In Latin American and Caribbean and Middle east and North Africa regions. 
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intermediate outcome of increasing trade. AfT is more effective in increasing trade when recipient 

countries have an enabling business environment and stable macroeconomic policies.  

Comparison in effectiveness across types of AfT shows that AfT targeted at trade facilitation 

implementation tends to yield significant and positive benefits, particularly for LDCs. In this respect, the 

Framework Agreement on Facilitation of Cross-border Paperless Trade in Asia and the Pacific3 provides 

a unique platform for Asia-Pacific developing countries to channel more AfT to trade facilitation and 

work collectively on reducing trade costs. At the same time, more complete data on AfT will be needed 

to further investigate the effectiveness of different types of AfT projects and interventions. 
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