ECONOMIC PAPER |82

Quantifying Aid
for Trade

Liz Turner

A Case Study of °



Quantifying Aid for Trade
A Case Study of Tanzania

Liz Turner

COMMONWEALTH SECRETARIAT



Commonwealth Secretariat
Marlborough House, Pall Mall
London SW1Y 5HX, United Kingdom

© Commonwealth Secretariat 2008

All rights reserved. No part of this publication may be reproduced, stored
in a retrieval system, or transmitted in any form or by any means, electronic
or mechanical, including photocopying, recording or otherwise without the

permission of the publisher.

Economic Paper 82 in the Commonwealth Economic Paper Series

Liz Turner is a Research Fellow at the Overseas
Development Institute, London.

Published by the Commonwealth Secretariat
Edited and designed by Wayzgoose
Cover design by Tattersall Hammarling and Silk
Printed by Hobbs the Printers Ltd, Totton, Hampshire

Views and opinions expressed in this publication are the responsibility
of the author and should in no way be attributed to the institutions to
which she is affiliated or to the Commonwealth Secretariat.

Wherever possible, the Commonwealth Secretariat uses paper
sourced from sustainable forests or from sources that minimise a
destructive impact on the environment.

Copies of this publication may be obtained from

The Publications Section
Commonwealth Secretariat, Marlborough House
Pall Mall, London SW1Y 5HX
United Kingdom
Tel: +44 (0)20 7747 6534
Fax: +44 (0)20 7839 9081
Email: publications@commonwealth.int
Web: www.thecommonwealth.org/publications

A catalogue record for this publication is available from the British Library.

ISBN: 978-0-85092-888-4 (paperback)
ISBN: 978-1-84859-018-2 (downloadable e-book)



Contents

Acronyms and abbreviations

Summary

1 Introduction

2 What is Aid for Trade?

2.1 Origins

2.2 The evolving scope of Aid for Trade
2.2.1 TRTA/CB déefinitions
2.2.2 Aid for Trade Task Force typology
2.2.3 OECD Creditor Reporting System

2.3 Measuring Aid for Trade
2.3.1 Political and technical issues
2.3.2 Aid for Trade monitoring framework
2.3.3 Estimating Aid for Trade
2.3.4 An expanding agenda?

3  Global Aid for Trade Flows

4 Aid for Trade in Tanzania
4.1 Reporting aid in-country
4.2 Quantifying Aid for Trade
4.2.1 OECD data on Aid for Trade flows
4.2.2 TCBDB data on Aid for Trade flows
4.2.3 Aid for Trade commitments according to trade-related
priorities

5 Developing a Methodology for Identifying Aid for Trade In-country
5.1 Identifying, classifying and quantifying Aid for Trade in-country

6 Conclusions, Policy Implications and Recommendations
Bibliography

Appendix

vii

_
S A NSO UTWINDNN

_
(e-]

21
21
22
22
27
27

30

30

34

36

38




Boxes

2.1 Aid for Trade categories in the OECD CRS
2.2 Trade development marker

Tables

2.1 Difference between WTO-OECD trade capacity building database and the
OECD Creditor Reporting System

3.1 Aid for Trade by donor and agency (bilateral and multilateral), total and as
a share of sector ODA, 2000-2006 average (commitments, US$ million;
2005 constant prices)

4.1 Aid for Trade (bilateral and multilateral) by category, 2000-2006, CRS data
(commitments, US$ million; 2005 constant prices)

4.2 Aid for Trade (bilateral and multilateral), trade policy and regulations, TCBDB
data for Tanzania (commitments, US$ million; 2005 constant prices)

4.3 Aid for Trade (bilateral and multilateral) by AfT proxies, 2000-2006 total,
OECD, TCBDB and DTIS-aligned data (commitments, US$ million; 2005
current prices)

Figures

3.1 Aid for Trade (bilateral and multilateral) by category, 2000-2006
(commitments, US$ billion; 2005 constant prices)

3.2 Aid for Trade (bilateral and multilateral) by recipient, 2000-2006
(commitments, US$ billion; 2005 constant prices)

4.1 Aid for Trade (bilateral and multilateral) by category, Tanzania,
2000-2006 (commitments, US$ million; 2005 constant prices)

4.2 Aid for Trade (bilateral and multilateral) as a share of total sector
allocable ODA, Tanzania, 2000-2006 (commitments, percentage)

4.3 Total sector and non-sector allocable ODA (bilateral and multilateral)
as a share of total ODA, Tanzania, 2000-2006 (commitments,
percentage)

5.1 Simple methodology to identify trade and trade-related objectives and
priorities, needs, fundable activities and Aid for Trade

19

23

28

28

18

20

24

25

26

33

iv QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA



Acronyms and abbreviations

ACP
AfT
ASEAN
CB
CRS
DAC
DDA
DTIS
EC

EPA

EU
FTA
GBS
IADB
ICT
IFAD
ITC
LGA
MDAs
MFEFD
MOFEA
MTEF
NDS
ODA
OECD
PRSP
RICB
RTA
SADC
SIDA
SME
SPS

TA
TBT
TCBDB
TRA
TRIPS
TRTA/CB
WTO

African Caribbean Pacific (countries)

Aid for Trade

Association of Southeast Asian Nations

Capacity Building

Creditor Reporting System

Development Assistance Committee

Doha Development Agenda

Diagnostic Trade Integration Study

European Community

Economic Partnership Agreement

European Union

Free Trade Area of the Americas

General Budget Support

Inter-American Development Bank

Information and Communication Technology
International Fund for Agricultural Development
International Trade Centre

Local Government Authority

Ministries, departments and agencies

Ministry of Finance External Finance Database (Tanzania)
Ministry of Finance and Economic Affairs (Tanzania)
Medium-term Expenditure Framework

National Development Strategy

Official Development Assistance

Organisation for Economic Co-operation and Development
Poverty Reduction Strategy Paper

Regional Information and Capacity Building

Regional Trade Agreement

Southern African Development Community

Swedish International Development Co-operation Agency
Small and Medium-sized Enterprise

Sanitary and Phytosanitary Measures

Technical Assistance

Technical Barriers to Trade

Trade Capacity Building Database

Trade-related Assistance

Trade-related Intellectual Property Rights

Trade-related Technical Assistance and Capacity Building
World Trade Organization

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA






Summary

Over recent years, the Aid for Trade (AfT) initiative has become increasingly important
in both the aid and trade arenas, especially since the WTO Ministerial Meeting in Hong
Kong in December 2005. In particular, after several years during which the social sectors
were prioritised in aid portfolios, many donors are becoming increasingly aware of the
importance of developing the productive capacity of economies to foster growth and
development. Trade is a key part of this strategy. Donors are pledging support, while
recipients are anticipating more support in the area of Aid for Trade. However, despite
attempts to define and measure AfT, and the need to begin operationalising it, there
remains significant ambiguity regarding what does and does not constitute AfT, partic-
ularly given the subjectivity in assigning aid flows to AfT categories, especially those
agreed by the OECD.

The findings of this paper are important for donors’ efforts to monitor AfT flows and
for recipient countries’ attempts to understand the parameters of AfT. The paper examines
the AfT’s origins and its potential scope, from trade-related technical assistance and
capacity building (TRTA/CB) and trade-related assistance (TRA) to AfT as defined in
the WTO Task Force recommendations. The danger of including ‘virtually everything’
and failing to draw a line between AfT and other types of development assistance is
highlighted. Given the relatively high profile of the AfT initiative, and the fact that
many donors have specified commitments to it, the issue of measuring AfT is not just a
technical issue but a political one. Donors who pledge more AfT need to find ways of
showing that they are honouring their pledges; they have an interest, therefore, in how
the measurement system is designed. They may also wish to define AfT as widely as
possible and this can lead to aid being inappropriately re-labelled as AfT and counted
twice. Hence, it is important that subjectivity in interpreting and calculating the numbers
is minimised, and that an effective method is developed to establish a clear boundary
between AfT and other types of aid, so that data are comparable across donors.

The paper draws on a country case study — of Tanzania — to show that there are sig-
nificant differences in data from a range of available sources used to measure AfT in-
country; this is largely due to different data collection methods, including data coverage.
In addition, the AfT figures do not include budget support. Given the significant pro-
portion of aid that is provided through budget support in Tanzania (more than half in
20006), the paper suggests a simple method to calculate the amount of budget support
that may be channelled towards trade and trade-related activities.

The paper explores the OECD’s involvement in monitoring and evaluating AfT and
ongoing efforts to develop a system based on the recommendations of the WTO Task
Force, using the categories defined in the recommendations.! Early efforts by the OECD
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to gather information on AfT in-country were not very successful, since only a limited
number of developing countries responded to the OECD’s questionnaire. The paper
recommends a streamlined questionnaire and a simple methodology to solicit AfT inform-
ation from developing countries that will help identify trade and trade-related objectives
and match these to existing AfT and future requirements. In addition to providing a
more accurate picture of AfT, a key aim is to encourage and help donors to align their
support with countries’ own priorities and needs, in accordance with the Paris Declara-
tion on Aid Effectiveness.

viii
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1

Introduction

Aid for Trade? has become an important issue for both donors and recipients, particu-
larly since the Hong Kong Ministerial Meeting of the WTO in 2005. Donors are pledging
support and recipients are anticipating an increase in AfT. Despite attempts to define
and measure AfT, there remain significant problems in developing an agreed definition
that is both measurable and comparable. AfT typically has several purposes and multiple
outcomes, and hence is difficult to classify according to a specific focal area. Consistent
reporting based on transparent and comprehensive monitoring is required to give
credibility to donors’ AfTpolicies, strategies and pledges. However, competitive pledging
by donors and calls for additionality by recipients has led to the politicisation of the
figures.

This paper aims to provide guidance on what constitutes AfT, explore how defini-
tions have evolved over time and consider how it can be measured. Section 2 explores
the origins and evolving definition of development assistance on trade, from trade-
related technical assistance and capacity building to trade-related assistance to AfT, as
well as changes in the definition of AfT over recent years. It also considers the ways in
which flows are monitored and the problems of potentially re-labelling AfT or attempt-
ing to calculate the AfT component of aid activities. Section 3 provides brief details on
global AfT flows. Section 4 examines data on AfT in Tanzania and compares data from
a variety of sources. Section 5 suggests an alternative simple and practical methodology
for identifying, classifying and quantifying AfT in-country. Section 6 sets out conclu-
sions, policy implications and recommendations.
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2
What is Aid for Trade?

2.1 Origins

The AfT initiative has its origins in the WTO negotiations and fears over adjustment
costs associated with multilateral trade liberalisation, particularly those arising from
preference erosion.” The initiative gained prominence during the WTO Ministerial
Meeting held in Hong Kong in December 2005. The final Ministerial Declaration
stresses the importance of AfT in assisting developing countries, especially least devel-
oped countries (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 expand their trade’. The phrase ‘more broadly expand their trade’ is impor-
tant since it separates AfT from the Doha Round, while the reference to ‘supply-side
capacity and trade-related infrastructure’ indicates a remit for AfT that goes wider than
narrow definitions of assistance on trade.* The final declaration requests the WTO
Director-General to follow up with donors discussions by finance and development
ministers on mobilising additional development assistance for AfT that took place
before and during the Ministerial Meeting. At the meeting, WTO members gave the
Director-General a mandate to create an Aid for Trade Task Force to provide recommen-
dations on how to operationalise AfT. Members of the Task Force presented their own
ideas and took evidence from international organisations and other WTO members’
before making final recommendations, published in July and formally accepted in
October 2006.% In addition to suggesting how AfT could be operationalised, the Task
Force recommendations outline the mandate, rationale, objectives and scope of AfT, as
well as key challenges.

Since Hong Kong, both the WTO and OECD have been involved in operationalis-
ing AfT, and held four meetings — three at regional level and one at global level — in the
second half of 2007. At these meetings, many donors pledged their support for the AfT
initiative; some pledged specific amounts and others stated their intention to increase
their official development assistance (ODA) commitments.

2.2 The evolving scope of Aid for Trade

In the run-up to the Doha Ministerial Meeting in November 2001 and during the early
2000s, assistance on trade often focused on TRTA/CB, particularly on understanding
WTO agreements and how to implement them, WTO accession and support for trade
policy formulation, management and implementation. Much of the support was pro-
vided to ministries of trade and their agencies. This focus was partly the result of an
emphasis on providing TRTA/CB to support the Doha Development Agenda (DDA),
but it can also be dated back to the Uruguay Round.
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The definition and scope of assistance on trade issues began to broaden in the early
to mid-2000s and became more commonly referred to as trade-related assistance. TRA
extends beyond TRTA/CB on trade agreements and the trade policy process and often
includes support in addressing supply-side issues, such as trade-related infrastructure (e.g.
sanitary and phytosanitary (SPS) laboratories and customs facilities). Strictly speaking,
TRTA/CB' is only one mechanism for delivering TRA through the provision of know-
how, primarily by supplying human resources, i.e. technical assistance (TA), or education
and training for human resource development, i.e. capacity building (CB). However, the
interpretation of TRTA/CB has sometimes extended beyond TA or CB to interventions
including physical investments. There is no internationally agreed definition of TRA
and donors often have their own definitions, some limiting it to TRTA/CB and others
broadening its scope. The importance and associated problems of widening the scope of
the definition have been acknowledged.® For instance, it has been argued that TRA has
‘the potential to reach right across the development spectrum” and can include ‘virtu-
ally everything’,' from specifically trade-targeted support (e.g. assistance in formulating,
managing and implementing trade policy) to efforts to address supply-side constraints
(e.g. all types of infrastructure investment irrespective of whether or not they are trade-
related).

The Hong Kong Ministerial Meeting was the first time that broader TRA — under
the AfT label — received official recognition across member states, including both donor
and recipient countries. Subsequently, the AfT Task Force recommendations identified
a list of AfT categories and descriptions (see section 2.2.2). Given that the AfT Task
Force recommendations were formally accepted by WTO members, the AfT categories
they set out should be considered as having been formally agreed.

2.2.1 TRTA/CB definitions

The WTO-OECD Trade Capacity Building Database (TCBDB) was launched in 2002
and records data on TRTA/CB from 2001 to 2006. Until recently, donors reported data
on trade-related activities to both the TCBDB!! and OECD Creditor Reporting System
(CRS). The OECD CRS is the main reporting system for donors reporting on all types
of development assistance. From 2007 onwards, TCBDB data were taken from the CRS,
rather than reported separately. At present, there is uncertainty regarding whether the
TCBDB will continue to operate and in what form.

Even though data will no longer be reported to the TCBDB, it is useful to explain
the original definitions and categorisation, since these have helped inform the OECD
CRS AfT classification system. According to the WTO-OECD joint reports, TRTA/CB
is defined, for the purpose of data collection, as:

... activities that intend to enhance the ability of the recipient country to:

¢ formulate and implement a trade development strategy and create an enabling
environment for increasing the volume and value-added of exports, diversifying
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export products and markets and increasing foreign investment to generate jobs
and trade; or,

stimulate trade by domestic firms and encourage investment in trade-oriented
industries; or,

participate in and benefit from the institutions, negotiations and processes that

shape national trade policy and the rules and practices of international com-
12

merce.

The activities are classified under ‘trade policy and regulations’ (namely the last one)

and ‘trade development’ (the first two) as below (see Table 2.1 for detailed categorisa-
tion and TCBDB codes):!?

Trade policy and regulations:

trade mainstreaming in poverty reduction strategy papers (PRSPs)/development
plans;

technical standards (technical barriers to trade (TBT) and sanitary and phyto-
sanitary measures);

trade facilitation (trade facilitation procedures; customs valuation; and tariff
reforms);

regional trade agreements;

multilateral trade negotiations and agreements (accession; dispute settlement;
trade-related intellectual property rights (TRIPS); agriculture; services; non-
agricultural market access tariff negotiations; rules; training in trade negotiations
techniques; trade and environment; trade and competition; trade and invest-
ment; transparency and government procurement); and

trade education and training.

Trade development:

business support services and institutions;
public-private sector networking;
e-commerce;

trade finance;

trade promotion strategy and implementation (agriculture, forestry, fishing,
industry, mining, tourism, services, multisector/general); and

market analysis and development (agriculture, forestry, fishing, industry, mining,
tourism, services, multisector/general).
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Activities are classified by the objectives of the activity. Trade objectives are considered
to be the only objectives of ‘trade policy and regulations’ activities, while ‘trade devel-
opment’ activities are understood to ‘generally have another major objective (e.g. agri-
cultural or industrial development)’ besides trade.!* In practice, data recorded in the
TCBDB are often not limited to the strict definition of TA or CB and include activities
such as investment in laboratories, which involve a hard component extending beyond
TA or CB.b

The reliability of the database has been questioned, particularly when compared with
other datasets. Significant data discrepancies have been found between the TCBDB and
other datasets.!® In section 4, the paper compares data on trade policy and regulations
from three different sources in order to test the robustness of the available data.

2.2.2 Aid for Trade Task Force typology

The Task Force recommended that the scope of AfT should be ‘both broad enough to
reflect the diverse trade needs identified by countries, and clear enough to establish a bor-
der between Aid for Trade and other development assistance of which it is a part’.!” The Task
Force identified the following six categories and descriptions:'®

A. Trade policy and regulations, including training of trade officials; analysis of pro-
posals and positions and their impact; support for national stakeholders to articulate
commercial interest and identify trade-offs; dispute issues; institutional and tech-
nical support to facilitate implementation of trade agreements; and to adapt to and
comply with rules and standards.

B. Trade development, including investment promotion; analysis and institutional
support for trade in services; business support services and institutions; public—private
sector networking; e-commerce; trade finance; trade promotion; and market analysis
and development.

C. Trade-related infrastructure, including physical infrastructure.
D. Building productive capacity.

E. Trade-related adjustment, including supporting developing countries to put in place
accompanying measures that assist them to benefit from liberalised trade.

E Other trade-related needs.

The Task Force recommended that ‘reporting on categories A and B should follow the
definitions in the joint WTO-OECD (Trade Capacity Building) database’. According to
the Task Force, categories C to F should be included in the definition and reported as
AfT when the activities are identified as trade-related priorities in the recipients national
development strategy (NDS)."” The recommendations also state that donors and agencies
should ‘make targeted funds available for building infrastructure and removing supply-

side constraints — over and above capacity building and technical assistance’ .2

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA



2.2.3 OECD Creditor Reporting System

Since the publication of the Task Force recommendations, the OECD has attempted to
reorganise the AfT categories in order to enable the use of existing data categories in the
OECD CRS database as far as possible, while representing the agreed categories in the
Task Force recommendations. Reporting AfT only to the OECD CRS database will help
streamline monitoring and reduce the transaction costs involved in reporting to two
different systems. However, the CRS data are less detailed compared with the TCBDB,
particularly under ‘trade policy and regulations’, where sub-components under ‘trade
policy and administrative management’ and ‘trade facilitation’ and ‘multilateral trade
negotiations’ reported under the TCBDB are not reported under the CRS database (see
Table 2.1 for a comparison of TCBDB and CRS database codes). However, in the
TCBDB the detailed purpose codes are based on WTO mandates, whereas the CRS
codes may be interpreted more widely, particularly given that WTO mandates may not
be the primary concern of CRS reporters.

The current OECD AfT proxies of the AfT Task Force categories are as follows (see
Box 2.1):

(i) trade policy and regulations (A) and trade-related adjustment (E);
(ii) economic infrastructure (C);
(iii) building productive capacity (D), including trade development (B).

Some of the CRS categories and sub-categories are similar to those in the TCBDB, while
different categories on ‘trade-related adjustment’, ‘economic infrastructure’ and ‘build-
ing productive capacity’ are also included in the CRS.?! “Trade development’, which is a
separate category in the TCBDB, is part of the ‘building productive capacity’ category in
the CRS. The latter category, by definition, has the potential to have a much broader
scope than trade development alone.

2.3 Measuring Aid for Trade

2.3.1 Political and technical issues

How to define and measure AfT is central to the discussion. Naturally, given the com-
plexities and ambiguities in defining AfT, measuring it is no less problematic. There are
significant problems in attempting to provide meaningful measurements. Measuring AfT
is not only a technical issue but a political one because of the politics of competitive
pledging and calls for additionality from recipients. Donors who pledge more AfT need
to find ways to show that they are honouring their pledges, so they have an interest in
controlling how the measurement system is designed. Developing countries need to have
confidence that there is an effective system to monitor flows without double-counting.
The issue of additionality is controversial. Developing countries,*? especially LDCs, orig-
inally demanded that AfT should be additional to what would have otherwise taken
place, given planned increases in total aid, without diverting resources from other
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Box 2.1. Aid for Trade categories in the OECD CRS

Trade policy and regulations and trade-related adjustment

Trade policy and administrative management Trade policy and planning;
support to ministries and departments responsible for trade policy; trade-related
legislation and regulatory reforms; policy analysis and implementation of
multilateral trade agreements, e.g. technical barriers to trade and sanitary and
phytosanitary measures except at regional level (see 33130); mainstreaming trade
in national development strategies (e.g. poverty reduction strategy papers);
wholesale/retail trade; unspecified trade and trade promotion activities.

Trade facilitation Simplification and harmonisation of international import
and export procedures (e.g. customs valuation, licensing procedures, transport
formalities, payments, insurance); support to customs departments; tariff reforms.

Regional trade agreements (RTAs) Support to regional trade arrangements

(e.g. Southern African Development Community (SADC), Association of Southeast
Asian Nations (ASEAN), Free Trade Area of the Americas (FTAA), African Caribbean
Pacific/European Union (ACP/EU)), including work on technical barriers to trade and
sanitary and phytosanitary measures (TBT/SPS) at regional level; elaboration of
rules of origin and introduction of special and differential treatment in RTAs.

Multilateral trade negotiations Support developing countries’ effective participa-
tion in multilateral trade negotiations, including training of negotiators, assessing
the impact of negotiations; accession to the World Trade Organization and other
multilateral trade-related organisations.

Trade education/training Human resources development in trade not included
under any of the above. Includes university programmes in trade.

Trade-related adjustment Contributions to the government budget to assist the
implementation of recipients’ own trade reforms and adjustments to trade policy
measures by other countries; assistance in managing shortfalls in the balance of

payments due to changes in the world trading environment.

Economic infrastructure

Transport and storage Transport policy and administrative management; road
transport; rail transport; water transport; air transport; storage; education and
training in transport and storage.

Communications Communications policy and administrative management;
telecommunications; radio/television/print media; information and communication
technology (ICT).

Energy generation and supply Energy policy and administrative management;
power generation/non-renewable sources; power generation/renewable sources;
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electrical transmission/distribution; gas distribution; oil-fired power plants; gas-
fired power plants; coal-fired power plants; nuclear power plants; hydro-electric
power plants; geothermal energy; solar energy; wind power; ocean power;
biomass; energy education/training; and, energy research.

Building productive capacity (including trade development) — sub-categories are
scored according to whether the activities have trade development-oriented objectives

Business support services and institutions Support to trade and business
associations, chambers of commerce; legal and regulatory reform aimed at
improving the business and investment climate; private sector institution capacity
building and advice; trade information; public-private sector networking, including
trade fairs; e-commerce. This sub-category is used where the sector cannot be
specified, i.e. general support to private sector enterprises.

Banking and financial services Financial policy and administrative management;
monetary institutions; formal sector financial intermediaries; informal/semi-formal
financial intermediaries; and, education/training in banking and financial services.

Agriculture Agricultural policy and administrative management; agricultural
development; agricultural land resources; agricultural water resources; agricultural
inputs; food crop production; industrial crops/export crops; livestock; agrarian
reform; agricultural alternative development; agricultural extension; agricultural
education/training; agricultural research; agricultural services; plant and post-
harvest protection and pest control; agricultural financial services; agricultural
co-operatives; and livestock/veterinary services.

Forestry Forestry policy and administrative management; forestry development;
fuelwood/charcoal; forestry education/training; forestry research; forestry services.

Fishing Fishing policy and administrative management; fishery development;
fishery education/training; fishery research; and fishery services.

Industry Industrial policy and administrative management; industrial development;
small and medium-sized enterprises (SMEs) development; cottage industries and
handicraft; agro-industries; forest industries; textiles, leather and substitutes;
chemicals; fertiliser plants; cement/lime/plaster; energy manufacturing;
pharmaceutical production; basic metal industries; non-ferrous metal industries;
engineering; transport equipment industry; technological research and development.

Mineral resources and mining Mineral/mining policy and administrative
management; mineral prospecting and exploration; coal; oil and gas; ferrous
metals; nonferrous metals; precious metals/materials; industrial minerals; fertiliser
minerals; and offshore minerals.

Tourism Tourism policy and administrative management.

Source: OECD (2007a) and OECD (2008)

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA




A10331e2 urew Ajuo spodal
SY) ‘sa10391ed-qNns

Juawaind04d JUSWUIdA03 pue Adudledsued]  HSLES
JUSWISIAUI pue dped]  €GLES

uonpdwod pue apei]  7SLEE

JUSWUOIIAUD pue dpel]  LGLES

sanbiuyday uonenodau apesy ui Sulutes]  8yLES
soIny  LbLlEE

$S900B 19¥Jew |einyjndlige-uou — suonenosau Jjuel  9yLes
SPIARS  SHLEE

anyMudy  pyLEE

sy8u Auadoud enpajoiul pajejas-apel)  €HLES
JUDWIdINLS AIndsiq  ZHLES

uoIssady  LyLEE

[1e101-qns

pajie1ap sapnpul gagddl suoije1jodau apesy [esdle|NN - O LES sJuawWaaI3e/suoiielo8au apesy |eidle[i}nw 10y 3pod ou]

sjuswaalige apel) |euoi13dy  OELES sjuawaaide ape) [euoi13dy  OELES

SWI0jaI Jjue]  €7LEE

A10331ed utew Ajuo suodas uollen|eA swoisn)  gzLEs

SY) ‘sa110331ed-gns sainpadold uoney|dey aped]  LZLES

pajie1sp sapnpul gagdl uoney|e) ape]  O7LES [1e101-gns uonen|ey spedl 10y 3p0d ou]
‘A10331ed

utew Ajuo suodai sainseaw Areyuesoldyd pue Aieyiues  €LLEE

SY) ‘sa1103a1ed-qNns JpeJy 0} sidLueq [eIIUYIA]  TLLES

pajielap sapnpul gaddl judwadeuew aanesnsiuiwpe pue Adrjod spea)  oLLES  sueld JudwdoaAdp/sdSyd Ul Sulweasisulew aped]  LLLES

SIUIIIP ulel

jJuaunsnipe pajejas-apesy pue suonensai pue Adjjod apeay

suonensai pue Adijod apes)

apod
wa)sAs Sunuoday Joupal) @dio sy

Japod
aseqejeq Suipjing Aidede) apes) @)30-01M  9addL

walsAs Sunuoday Joupal) @30 Yy} pue aseqerep Suipjing Axdeded apes) @)F0-0LM U9MISQ DUIMRA ‘LT dqel

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA



‘A10331e) [e1auad
/10123S-13NW 10 SIDIAIIS
ON ‘A10331ed A1deded
dAIPNpoad 3ulpjing, ayi
ur A10331ed ydes 10} (xoq
995) Jaxiew judawdolaAap
Jpel] 3y} Japun papnpul
dle juawdo|andp

pue sisAjeue 1yew,

pue uorejuawa|dwl
pue A333e13s uorrowoud
apeuy, ‘SYD Ay uj

wsunol  0Lzes
897z¢

Sululw pue s32IN0sal [eJBUIN —(QLZES
r4:1%43

Ansnpu| —oLLZE

L6ELE

Sulysi4 —oLELE

L6ZLE

Ansalo4 —qLzLE

S6LLE

Ny Mudy —OLLLE

180%¢C
SIIIAIIS [eIdURUL puR Supjueg —0L0¥T

[e1oua8/10123s-ININ 00V EE

SIIAIBS  00€EE

wsunol  olzgg

Sululw pue s321nosal [esauly XXZTE
Aasnpuy XX1ZE

3uiysi4 XXELE

A11saio4 XXZLE

anymudy  XXLLE

[uoneuswa|dwi pue A331e41s uonjowoid spery 3jdnnw

adueuly apesl —0L0YT

'0L0GZ 42pun papnjpul ,22J3WW03-3, PWWO0I-]  €10ST
pue Supjomisu (uomuyap Aq z sl 210s Jaxew JuawdojaAap apedy) Supjiomiau 10193s Aleaud-dlgnd  ZL0ST
101935 31eaud-d1gnd, s¥) SuoIIN}ISUl pue sIAIAS poddns ssauisng  0L0ST SUOIIN}ISUl pue sDIAIS Joddns ssauisng L L0ST
aa4ad1
3y ul A10831ed ou SY)
01 pappe A10831e2 MaN juswisnlpe pajejas-apes]  (OSGLEE Suluiesj/uonednpa ape]  18LEE

SIDUIIYIP Ul

juausnipe pajejas-apey pue suonejnsai pue Adijod apeay

suone[ngai pue Adijod spei)

Ipod
wAlsAs Sunioday JoMpasd @30 SW

Ipod
aseqejeq 3ulpjing Aydede) speil @)30-0lM  9addL

(panunuod) L*z ajqel

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA

10



(8007 ‘pue 1q/007 ‘e£007) ADI0 Pue gagIL 0LM-0DI0 woly pardepy :24nos
(#002) AD30-01M “(AuAnde oY) Aq paladiey 10103s dA1dNpoId Sy Suiledipul Ipod e *3°1) Ip0d
asodind Sy) H31p-g e paudisse gaddl Yy} ul Judwdo[aA3p pue SisAjeue 1yJew, pue uolleludwsjdwi pue ASa1els uonjowoid apely, Japun SIIHAIDE [|Ve

‘papiroad si aseqerep sy)
@dd30 3y} ul aanpniiseljul
013ull e y3noyie gagdL

91 Ul papiodal 10N

780¢€C

Ajddns pue uonessauag AS13u3 —000€C
0¥02C

suoledIuNWWo) —000¢¢

180LC

98el01s pue podsues) —0LOLZ
3In1nJiseijul dwouod]

SIUIIIP ulel

jJuaunsnipe pajejas-apesy pue suonensai pue Adjjod apeay

|e4ouag/103s- NN 00¥EE
SDIARS  Q0EEE

wshnol  Olcee
Sululw pue $UN0SAI [RIBUIN  XXTTE

Ansnpuj XXLZE

Sulysy  xxgLeg

A21sai104 XXZLE

2Ny ndudy XXLLE
LJuawdo|aAap pue sishjeue 1xue djdinw

suonensai pue Adijod apes)

apod
wa)sAs Sunuoday Joupal) @dio sy

Japod
aseqejeq Suipjing Aidede) apes) @)30-01M  9addL

(panunuod) 1°z 3jqey

1

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA



areas. However, donors have not agreed to additionality. Many donors and agencies are
planning to provide more AfT as part of already agreed planned increases in total aid,
even though the share of total aid dedicated to AfT may actually decline. Nevertheless,
in practice aid (excluding debt relief and spending on Iraq and Afghanistan) has barely
increased since 2005, and donors are not on track to meet their stated commitments for
2010.2

The relatively high profile of the AfT initiative, and the fact that many donors have
specified commitments to it, provide an incentive for donors to interpret OECD AfT
categories as widely as possible and may include inappropriate re-labelling of aid as AfT
(see section 2.3.3).2* The degree of subjectivity in calculating the figures, particularly in
disentangling AfT from other types of aid, make it difficult to measure the quantity of
AfT flows or to measure these flows against targets or across donors. Trade is not a
‘sector’, but rather a characteristic of several sectors. This makes it easy to define activities
as trade related and difficult to distinguish AfT from other development assistance, as
recommended by the Task Force.

The next section briefly discusses the OECD AfT monitoring framework, which is
still under development, and then highlights problems in monitoring AfT, including the
potential for inconsistent reporting across donors and lack of comparability of AfT flows.

2.3.2 Aid for Trade monitoring framework

The OECD, together with the WTO, is developing a framework to help identify, meas-
ure and monitor AfT flows. In advance of the WTO-OECD global review in November
2007, the OECD and WTO distributed self-assessment questionnaires to donors and
recipient countries to solicit information on AfT. These questionnaires are part of a
three-tier monitoring framework guided by the 2005 Paris Principles on Aid
Effectiveness.”> The three levels include both qualitative and quantitative information:

e The OECD CRS to track total AfT flows;
¢ A donor self-assessment questionnaire;
e A recipient self-assessment questionnaire.

The aim of the three levels of monitoring is to provide a comprehensive picture of AfT
and enable the international community to assess what is happening, what is not happen-
ing and where improvements are needed, as well as help identify the needs of recipient
countries. The donor questionnaire and the recipient country questionnaire ask a series
of questions under the following broad headings:

e What is your AfT strategy!
¢ How much AfT do you provide/receive!?
¢ How do you implement your AfT strategy?

® Do you participate in mutual accountability arrangements?
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For this paper, the recipient country questionnaire — and more importantly how to improve
it — is of particular interest. It asks several questions to help identify trade-related devel-
opment needs and priorities, as well as existing and potential AfT: is trade prioritised in
the national development strategy? Is a government-wide trade development strategy in
place and if so what are its main priorities? Does the trade development strategy specify
AfT needs? What needs assessments (e.g. diagnostic trade integration studies?® have
been carried out in order to formulate trade development strategies? Has the trade devel-
opment strategy been costed and what percentage is expected to be funded by ODA?
What aid activities support the trade development strategy and to what extent do these
reflect government priorities? It attempts to identify and measure wider AfT (categories
C to F) by requesting information on aid activities (in line with the OECD CRS cate-
gories) which are considered to support a country’s trade development strategy and pri-
orities. In doing so, it avoids a prescriptive definition of AfT, given that different coun-
tries will highlight different priorities and constraints with respect to trade. Rather than
limit reporting on the wider AfT categories to those activities identified as trade-related
priorities in the NDS, as recommended by the Task Force, the questionnaire focuses on
obtaining information on trade development strategies. Since trade is often not dis-
cussed to any significant extent in NDSs,?? this would at first sight appear sensible.
However, no guidance is given on what should be considered a trade development strat-
egy — some countries do not have such a strategy or trade policy, while others may have
several government documents outlining their priorities.?8

Even though most agencies and donors had completed and returned their question-
naires before the global review meeting, only eight recipient countries had responded —
and only two from Africa (Malawi and Mauritius).?® This is not entirely surprising, given
that the questionnaires were given to permanent representatives at the WTO, rather
than submitted directly to national governments, and that they required a quick
response (in under two months); they were also designed and sent out by an agency (the
OECD) that many had not dealt with before. In comparison, the donors who responded
were OECD members, who were familiar with both the agency and the CRS.

It should be noted that it is unclear whether the final monitoring framework will
include one measurement system (the CRS database), complemented by qualitative
information (donor and recipient reports), or three measurement systems (CRS, donor
and recipient). However, it appears that the framework is moving towards the former. At
the international level, in the interests of developing consistent reporting and compara-
ble flows on AfT between donors and agencies — and in order to ensure the data collec-
tion and classification system is manageable — this would seem sensible. Nevertheless, it
is important to have a complete picture of AfT that represents the views of both donors
and recipient countries. For instance, the recipient may classify a particular aid-funded
activity as trade-related, while the donor may place it in some other category. In
accordance with the internationally agreed Task Force recommendations, the trade-
related priorities of recipient countries should determine the scope of the broader AfT
agenda in-country. In addition, the importance of allowing recipient countries’ own
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trade-related priorities to determine what should or should not be considered as AfT
should be considered in the context of the Paris Principles on Aid Effectiveness.
According to the Paris Principles, aid is generally more effective when donors align their
support with the development priorities of the recipient country and where the develop-
ment community respects the right and responsibility of the recipient country to exer-
cise effective leadership over its development policies and strategies and co-ordinates
development actions.*® Hence, recipient countries should define and identify their own
trade-related development priorities and associated AfT needs, classifying AfT accord-
ingly; this may or may not correspond with the CRS AfT proxies or donor classification
systems. The AfT initiative and the official widening of the scope of TRA may encour-
age recipient countries to consider the broader range of interventions (e.g. tackling sup-
ply-side constraints) necessary to help countries to trade, hence potentially broadening
their trade-related development priorities (without compromising the Paris Principles).

Section 5 suggests a simple and practical methodology to help recipient countries to
identify, define and measure existing AfT and AfT needs, according to trade-related
development priorities and needs.

2.3.3 Estimating Aid for Trade

The ‘building productive capacity’ and ‘economic infrastructure’ categories have raised
concerns about the degree to which donors and the OECD may reclassify aid formerly
considered under other types of development assistance as AfT. For instance, private
sector development portfolios that were treated separately from TRA now fall under the
AfT portfolio of some donors. There are legitimate reasons for re-labelling other types of
aid as AfT, given its wider definition under the Task Force recommendations. However,
there is an obvious motive for re-labelling aid as AfT, sometimes inappropriately, to
demonstrate increasing commitment to AfT and meet targets. Hence, a greater share of
AfT in total ODA may simply reflect a re-labelling of other types of ODA as AfT and
not represent additional aid.

However, there may also be cases where AfT is underestimated. For instance, entries
in the OECD CRS that are trade-related may not be captured by the AfT proxies and
instead be classified under other CRS codes. Large projects and programmes with a num-
ber of components, including trade-related activities, are only registered under one CRS
code that reflects the main area — which may not be trade-related. In addition, total multi-
lateral ODA flows are typically under-reported, since reporting to the CRS database is
voluntary because multilateral agencies are not members of the OECD. Where multi-
lateral ODA flows are reported, the data may be incompatible with the CRS. There is
no formal mechanism to ensure that multilaterals report data according to the OECD
CRS statistical directives, while the OECD does not have the resources to convert multi-
lateral flows as reported to CRS-compatible data. Another important fact to note is that
the OECD figures do not include non-Development Assistance Committee (DAC)
donors, some of which are significant AfT providers (e.g. China), or many of the multi-
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lateral agencies that provide assistance, particularly on trade policy and regulations (e.g.
the WTO and the International Trade Centre (ITC)).

Nevertheless, OECD data on AfT are likely to overestimate the actual volume of
AfT for those countries that report their ODA to the OECD CRS. For instance,
economic infrastructure includes many infrastructure projects that may have no trade-
related objectives or likely potential impact on a country’s capacity to trade.’! There is
no agreed method of disaggregating the trade component of projects which have trade
and non-trade objectives. This is not, of course, a problem peculiar to AfT. The OECD
notes that under the ‘trade development’ category in the TCBDB, ‘donors have estab-
lished different reporting practices with some attempting to isolate the trade component
of each category and others reporting the whole activity as trade-related’.?

There are various considerations in deciding how to determine the trade component
of an aid-funded activity which falls under the broader categories of AfT (e.g. (C) and
(D) under the AfT Task Force categories; and, (ii) and (iii) under the OECD classifica-
tion). One is whether or not to determine the trade component based on the trade-
related objectives of an activity or likely impact on trade. The objective approach
involves identifying the trade-related objectives, while the outcome approach requires
some assessment of the potential impact of an activity on trade. The OECD initially
requested that donors/agencies define the trade-related share of the CRS broad AfT
categories. However, only the World Bank, USA, Inter-American Development Bank
(IADB) and European Community (EC) managed to do so. The majority of efforts to
identify the trade component of activities have focused on identifying trade-related
objectives, since identifying the potential impact on trade requires substantially more
effort. However, the outcome approach is more representative of whether an activity is
actually trade-related (i.e. has an impact on trade). For instance, an activity with trade-
related objectives may have little or no impact on trade in practice (e.g. a programme to
help SMEs which includes objectives on increasing international trade), while an activity
with no explicit trade objectives may have a much greater impact on trade (e.g. a pro-
gramme to reduce corruption). However, assessing the potential impact on trade of all
activities under the broader categories of AfT, while not impossible, is extremely difficult.

In spite of the fact that some agencies are able to calculate the trade component of
infrastructure spending, the OECD now states that ‘it is almost impossible at the global
level to provide a sound criterion that differentiates between trade-related infrastructure
and general economic infrastructure’.’> However, recently a ‘trade development marker’
has been introduced in the OECD CRS reporting directives to record trade development
under the larger category ‘building productive capacity’ (see Box 2.2) in order to obtain
a more accurate picture of assistance to support trade. A score of 0, 1 or 2 is assigned to
each activity, depending on whether it has a trade development objective, which is likely
to be easier than calculating a share from 0 to 100 assigned to trade development and
much easier than following an outcome approach. Nevertheless, while the trade develop-
ment marker will help highlight whether an activity is trade-related, the classification is
subjective, since there is no formal common methodology to distinguish what is consid-
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ered principal or significant; it is therefore likely to be prone to measurement error, espe-
cially where the definition and criteria are applied loosely, making it difficult to reliably
compare AfT flows between donors. At the moment, the application of the marker is
very much in the early stages, with some donors beginning to score their aid flows
accordingly.

Box 2.2. Trade development marker

The newly introduced trade development marker identifies trade development within
the ‘building productive capacity’ category.

Definition of trade development activities: Activities which improve the ability of
the recipient country to:

* Formulate and implement a trade development strategy and create an enabling
environment for increasing the volume and value-added of exports, diversifying
export products and markets and increasing foreign investment to generate jobs
and trade; or

« Stimulate trade by domestic firms and encourage investment in trade-oriented
industries.

Criteria: In order for an activity to be classified as trade-development oriented,

the objective of trade development has to be explicitly promoted and the activity
needs to contain specific measures to promote one or more of the following trade
development areas: business support services and institutions; access to trade
finance; or trade promotion and market development in the production and service
sectors.

Scoring: An activity is classified as ‘trade development’ if it is the principal (score 2) or
a significant (score 1) objective of the activity. If trade development is not targeted
then the activity receives a zero score.

Source: OECD (2008)

The ‘definition’ of trade development activities under the CRS is identical to the trade
development definition under the TCBDB classification system (see Box 2.2 and section
2.2.1) and the ‘criteria’ for identifying trade development under the CRS and associated
categorisation closely represent the categorisation in the TCBDB (see Table 2.1 for a
comparison of categories).

2.3.4 An expanding agenda?

Before the AfT initiative, while some donors focused on categories A and B when dis-
cussing TRA and did not include infrastructure in their headline figures or pledges on
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TRA, others did include infrastructure (trade-related or total) in their classification
systems. In addition, the introduction of the trade development marker within building
productive capacity may indicate a move back to attempting to report only on trade
development rather than on broader categories which may not have an explicit trade
objective (perhaps motivated by concerns over re-labelling). Hence, it is not inconceiv-
able that the OECD CRS categories may end up reflecting what some donors were
already describing as TRA before the AfT initiative was officially recognised, except for
the addition of trade-related adjustment.

Nevertheless, officially widening the scope of TRA under AfT may encourage those
donors and recipient countries with a relatively narrow perspective on trade and TRA
to consider the broader range of actions (e.g. tackling supply-side constraints) and the
package nature of reforms necessary to help countries to trade.

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA
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3
Global Aid for Trade Flows

Before the situation in Tanzania is considered, this section provides a brief overview of
global AfT flows by category. Total ODA commitments on AfT averaged US$20.2 billion
a year between 2000 and 2006, including $10.9 billion for economic infrastructure, $8.7
billion for building productive capacity and $0.6 billion for understanding and imple-
menting trade policies and regulations (see Figure 3.1).%

Figure 3.1. Aid for Trade (bilateral and multilateral) by category, 2000-2006
(commitments, US$ hillion; 2005 constant prices)

25
20 -
15
5
2000 2001 2002 2003 2004 2005 2006
= Economic infrastructure m Building productive capacity 1 Trade policy and regulations

Source: OECD CRS database
Note: productive capacity building includes trade development.

Given the bulky and expensive nature of infrastructure interventions and physical
investments in the ‘building productive capacity’ category, actual aid flows under trade
policy and regulations are generally dwarfed by the other AfT proxies. The nature of
activities supported under the ‘trade policy and regulations’ heading tend to be
TRTA/CB projects that support ministries, such as the provision of training or technical
assistance in the form of foreign consultants and reports, and do not involve expensive
physical assets.
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The top AfT (and total ODA) providers (see Table 3.1) are Japan, IDA, the EC and
the USA. Their assistance accounts for a substantial proportion of capital-intensive
investments in infrastructure and building productive capacity. It should be noted that
US ‘aid for trade’ to support infrastructure has increased significantly in recent years,
almost entirely driven by spending in Iraq and Afghanistan, making them one of the
highest contributors.”® Hence, the US figures are only meaningful once US support to
Iraq and Afghanistan is excluded from the data.

Table 3.1. Aid for Trade by donor and agency (bilateral and multilateral), total
and as a share of sector ODA, 2000-2006 average (commitments, US$ million;
2005 constant prices)

Total aid for trade Total aid for trade
(% of total sector allocable aid)

Japan 4786.4 63.9
IDA 2951.7 44.3
EC 2401.8 36.4
USA? 1236.6 20.3
Germany 1205.1 28.4
UK 7471 225
France 687.1 225
Asian Development Fund 648.5 45.8
African Development Fund 531.2 44.7
Netherlands 523.6 234
Spain 414.5 34.0
Denmark 361.3 37.3
Norway 258.7 219
Canada 254.4 21.9
Sweden 223.4 19.6
Switzerland 219.1 33.8
Belgium 185.8 26.0
Australia 184.5 17.0
Italy 180.3 413
International Fund for Agricultural 170.3 42.0

Development (IFAD)

Source: OECD CRS database
aUS data excludes spending in Afghanistan and Iraq.

Most of the top ten recipients of AfT are in Asia (see Figure 3.2); many of these have
large populations, which is one reason why the absolute aid volumes are high. While
AfT flows to countries such as China and India are large relative to other recipients, AfT
is only a very small proportion of national income in these countries. Ethiopia is the only
sub-Saharan African country in the top ten, and both Mozambique and Tanzania are in

the top 15 (13th and 15th respectively).
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Figure 3.2. Aid for Trade (bilateral and multilateral) by recipient, 2000-2006
average (commitments, US$ million; 2005 constant prices)
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4

Aid for Trade in Tanzania

In order to analyse AfT flows and the reliability of AfT data it is useful to consider the
various ways in which aid flows are reported in-country. This section provides a case
study of Tanzania which, according to data in the previous section, receives a relatively
large amount of AfT. The section provides a brief overview of the reporting system by
which ODA is reported to the government in Tanzania and examines AfT flows accord-
ing to a variety of sources. The intention is that that the case study will inform the wider
AfT debate and provide information and analysis that may be of use to other countries
in assessing and quantifying AfT.

4.1 Reporting aid in-country

There are often substantial discrepancies between what donors say they will spend (com-
mitments), what they actually spend (disbursements) and what the government records
as having been received. In Tanzania, donors report their commitments (for the coming
financial year) and projections (for the second and third year of the medium-term
expenditure framework (MTEF) period) to the Ministry of Finance and Economic Affairs
(MOFEA). The data are then used as an input in preparing the budget guidelines and
subsequently the MTEF. There are several issues relating to the reliability of such data.
In particular, aid commitments for projects that are directly funded (i.e. where the resources
do not go through the Exchequer) are often under-reported by the donors in their
reported commitments and projections to the government.’® With respect to disburse-
ments, funds are either directly channelled by donors through the Exchequer system (i.e.
the Treasury) or directly to projects. Ministries, departments and agencies (MDAs) and
local government authorities (LGAs) are charged with the responsibility of reporting
‘direct to project funds’ (more commonly known as D-funds), after execution, to the
MOFEA. The funds are recorded and ‘dummy vouchers’ are issued. The dummy voucher
system allows D-funds to be captured in the budget system. However, there is a long-
standing problem of failure to account for D-funds by both MDAs and LGAs and a con-
siderable amount of direct-to-project funds are not recorded in the government budget.’’

A significant amount of AfT has been provided through direct to project funds,
certainly up until the mid-2000s, partly due to the lack of attention to trade and the
productive sectors in mainstream aid processes and the peripheral role of the Ministry of
Industry, Trade and Marketing. This encouraged a proliferation of small-scale projects at
a time when donors supporting the priority sectors were attempting to consolidate proj-
ects and move towards programme support and general budget support (GBS). Hence, it
is likely that AfT was under-reported in terms of both commitments and disbursements
in the government budget, at least until the mid-2000s.
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In addition to the data reported on budget, the Department of External Finance in
the MOFEA also records aid flows. These flows are reported by donors to the depart-
ment. The data are included in the Ministry of Finance External Finance Database
(MFEFD), which covers a time series spanning from 1991 by donor, sector, MDA and
region. The MFEFD classifies aid flows according to broad sectors or areas (e.g. agricul-
ture, governance, rural development, etc.). With respect to trade, the database includes
a category on ‘industry/trade’. Other categories which (roughly) correspond to the
OECD CRS categories and include projects and programmes which are included in
other classifications of AfT (see Table A1) include: agriculture; economic management;
energy and minerals (although the sub-categories appear to focus on energy); institu-
tional support; legal; nature and tourism; private sector development; roads; rural
development; support without sector; and transport and communication. Many of these
categories include projects and programmes that may not have objectives related to
trade — or for which trade is often only one small component — and therefore face classifi-
cation problems similar to those previously discussed. Projects and programmes are
allocated by focal area or objectives and not by whether or not the activities are likely
to have an actual impact on trade.

In Tanzania, there are a multiplicity of expenditure, accounting and reporting data-
bases, frequently not linked, and data discrepancies are commonplace. For instance, the
MFEFD is not linked to the budget department in the MoFEA and data inconsistencies
occur between the data reported by the two departments.

4.2 Quantifying Aid for Trade

Several surveys of AfT have been conducted in Tanzania, but here we compare the most
recent data from the OECD CRS database, the TCBDB and a survey conducted for the
Swedish International Development Co-operation Agency (SIDA) in 2007.% Note that
all these estimates of AfT exclude budget support — a major concern given that budget
support is an important aid modality in Tanzania and accounted for more than half of
total aid in 2006. So far, discussions on budget support have concentrated on budget
support as an aid category, while it should be considered as a modality. This issue needs
to be satisfactorily addressed if the figures on AfT are to be meaningful. For instance,
where a donor commits the majority of ODA to budget support, and where government
prioritises trade in its budget allocation, donors’ AfT figures will be significantly under-
estimated if budget support is excluded.

4.2.1 OECD data on Aid for Trade flows

According to data from the OECD CRS database, between 2000 and 2006 AfT flows to
Tanzania varied quite considerably in the two major categories (economic infrastructure
and building productive capacity), perhaps reflecting the ‘bulky’ nature of infrastructure
interventions. Aid flows under trade policy and regulations were dwarfed by the other
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categories, largely because of the nature of the activities supported under this heading;
these activities were often dominated by TRTA/CB projects to ministries and agencies
(see section 2).

Figure 4.1 Aid for Trade (bilateral and multilateral) by category, Tanzania, 2000-06
(commitments, US$ million; 2005 constant prices)
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m Trade policy and regulations
m Economic infrastructure

Building productive capacity (including trade development)

Source: OECD CRS database

OECD data on AfT includes only aid that can be allocated by sector. The proportion of
sector allocable aid devoted to AfT varied significantly between 2000 and 2006, falling
from over 50 per cent in 2000 to just over 20 per cent in 2003, largely reflecting the
priority given to social sectors over productive sectors by donors in the early 2000s (see
Figure 4.2). The share increased in 2004 and 2005 and declined again in 2006, although
the change in the latest figures may be the result of incomplete reporting and should be
treated with caution. By only reporting on sector allocable AfT, the data are likely to be
misleading, particularly in a country such as Tanzania, where nearly half of all ODA is
non-sector allocable (46 per cent on average between 2000 and 2006), with a large pro-
portion provided through GBS (see Figure 4.3). ODA provided as GBS is made up of
unearmarked contributions to the government budget (i.e. not pre-allocated by donors to
any particular sector). The government may or may not choose to use GBS to support
the productive sectors and trade, depending on its priorities.** Where donors have con-
fidence in the public financial management and governance systems in place, and are
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broadly supportive of government priorities, they may decide to provide a substantial
amount of their support through GBS. In Tanzania, GBS on average accounted for 28
per cent of total ODA commitments between 2000 and 2006 (see Figure 4.3); accord-

ing to recent figures from the Ministry of Finance (as well as the OECD data), more than
50 per cent of aid in 2006 was disbursed through GBS, with total ODA accounting for
more than 40 per cent of the total government budget.

Figure 4.2. Aid for Trade (bilateral and multilateral) as a share of total sector
allocable ODA, Tanzania, 2000-2006 (commitments, percentage)
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Individual donors cannot ‘claim’ specific government priorities to support through GBS,
although anecdotal evidence suggests that donors may be motivated to do so for their
own records. For instance, donors would rather show that their aid allocation through
GBS will support interventions that reflect their own priorities (particularly in areas
where it is easier to demonstrate results) than areas that may not reflect their priorities
and may indeed be politically unpalatable, such as defence.

However, ODA commitments and disbursements on GBS by all donors may be
notionally allocated to specific areas/sectors by reviewing government priorities, for
instance in the NDS (called the MKUKUTA in Tanzania),* and in budget and spending
allocations (current and projected), hence providing a rough approximation of GBS by
sectorfarea.¥ The MKUKUTA in Tanzania signals a shift towards a greater focus on
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Figure 4.3. Total sector and non-sector allocable ODA (bilateral and multilateral)
as a share of total ODA, Tanzania, 2000-2006 (commitments, percentage)
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Source: OECD CRS database
Note: denotes the share of total sector allocable aid that is aid for trade

growth and the productive sectors (over the period 2005-2010) compared with the first
PRSP. Consequently, the government has allocated a greater share of the budget —
including by definition GBS resources — to productive sector activities. For instance, the
focal ministry on trade received a more than threefold increase in its budget in 2005. No
detailed assessment and comparison has been made of budget priorities and possible allo-
cable shares of GBS. However it is likely that the share of GBS allocated to activities
that correspond with the AfT categories has increased significantly. Given that GBS
accounts for more than 50 per cent of recent ODA to Tanzania, the OECD’s exclusion
of budget support from AfT data may present a significant underestimation of AfT,
particularly in recent years. Comparing data over time will be problematic, especially as
donors’ favoured aid modalities (e.g. GBS versus project aid) may change and lead to
substantial variations in reported AfT. For instance, a donor (or perhaps all donors) may
decide to withdraw from providing GBS and channel resources through project support.
If this occurs, OECD data may report a large increase in AfT as resources are diverted
from GBS to AfT projects. Alternatively, if donors become more confident in providing

GBS, they may decide to channel more ODA on AfT through GBS and hence reported
AfT will decrease.
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4.2.2 TCBDB data on Aid for Trade flows

The TCBDB records data on ‘trade policy and regulations’ and ‘trade development’
between 2001 and 2006 for Tanzania. Here we compile data on ‘trade policy and regula-
tions’ from the TCBDB and compare it with the data reported to the OECD CRS. It is
not possible to compare the ‘trade development’ category, since there is not yet a com-
parable category in the CRS, given that ‘trade development’ is part of the wider ‘build-
ing productive capacity’. As mentioned in section 2, the data in the TCBDB provide a
greater level of detail, including 20 sub-categories, compared to four in the CRS.

Table 4.2 shows data on ‘trade policy and regulations’ totals from the OECD CRS
and TCBDB for Tanzania and reveals substantial data discrepancies with no apparent
pattern between the two datasets. This is likely to be due to differences between the
TCBDB and CRS in terms of reporting. In particular, the TCBDB includes data from
more donors than the CRS, including non-DAC donors and data from multilaterals (e.g.
the WTO and the ITC) that do not report to the CRS. In addition, the TCBDB sub-
categories are based on WTO mandates and may therefore be interpreted by reporters to
the TCBDB to be limited to support directly related to the WTO, while reporters to the
CRS may interpret the general categories more widely.

4.2.3 Aid for Trade commitments according to trade-related priorities

Data on AfT have been compiled from 2000 to 2010 (see Table A1) by SIDA.# Only
areas that are identified as priorities in the Diagnostic Trade Integration Study (DTIS)
conducted in 2005 are reported against. This approach is in line with the AfT Task Force
recommendations. The DTIS has since been updated and, although broadly in line with
earlier priorities, the updated priorities (e.g. additional sectors targeted for trade develop-
ment) should be factored in to any future re-assessment of AfT.#

Annual DTIS-aligned data are not available: data are only available for the entire
time period of an intervention. Where interventions starting in 2006 or before go beyond
2006, the data are adjusted on the basis that commitments are distributed equally over the
time period of the intervention. Although imperfect, this is the best solution at present.

In order to compare the data with the CRS data, it was necessary to classify and group
the data in Table Al according to AfT categories (Table 4.3). When comparing the
DTIS-aligned AfT data with the current data extracted from the OECD CRS database,
which has not been narrowed down to reflect country priorities or definitions of AfT or
a trade component calculated for wider AfT categories, OECD data are nearly four times
greater than the DTIS-aligned data. This reflects identified AfT needs under both the
narrow and broader AfT categories. However, in the DTIS-aligned data, the ‘trade policy
and regulations’ figure is more than double the figure recorded in the OECD database.
This may be due to problems of separating different components of the same project and
programme between different aid categories. For example, support to the Tanzania
Revenue Authority is included under trade facilitation. However, the activities may
cover a much broader remit than AfT, and the Business Sector Programme Support
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Table 4.2. Aid for Trade (bilateral and multilateral), trade policy and regulations,
TCBDB data for Tanzania (commitments, US$ million; 2005 constant prices)

2000 2001 2002 2003 2004 2005 2006
Trade policy and regulations
Trade mainstreaming in PRSPs/development plans n/a 271 0.01 0.07 0.07 0.01 0.28
Technical barriers to trade n/a 0.00 002 005 001 1.00
Sanitary and phytosanitary measures n/a 032 011 0.01 0.01 1.01
Trade facilitation procedures nfa 847 0.09 0.02 554 0.02 3.64
Customs valuation n/a 0.01 0.05 0.00 0.01
Tariff reforms n/a 047 0.29
Regional trade agreements n/a 0.10 0.03 024 0.04
Accession n/a
Dispute settlement n/a 0.01 0.01 0.01 0.00
Trade-related intellectual property rights n/a 0.01 0.02 0.04
Agriculture n/a 0.01 0.01 0.02
Services n/a 0.05 0.01 0.01 0.00
Tariff negotiations — non-agricultural market access n/a  0.01 0.01 0.01 0.01 0.02 0.01
Rules n/a 0.00 0.01
Training in trade negotiation techniques n/a 0.01 0.01 0.01 0.01
Trade and environment n/a 037 0.00 0.01
Trade and competition n/a 0.01 0.01 0.02
Trade and investment n/a 0.01 0.01 0.00 0.01 0.02 0.10
Transparency and government procurement n/a 0.01 0.01 0.01 0.01
Trade education/training nfa 013 015 023 0.09 010 1.19
Trade policy and regulations
Total n/a 11.33 1.06 0.67 587 0.97 7.62
Memo: Trade policy and regulations
Total (OECD CRS) 0.4622.58 0.05 0.60 0.68 9.41 245

Source: WTO-OECD TCBDB and OECD (RS

Table 4.3. Aid for Trade (bilateral and multilateral) by AfT proxies, 2000-06 total,
OECD, TCBDB and DTIS-aligned data (commitments, US$ million; current prices)

2000-2006 total

CRS data TCBDB data  DTIS aligned data
Trade policy and regulations 36.21 27.51 82.77
Building productive capacity 1003.60 — 130.03
Economic infrastructure

1424.84 — 419.75
Total 2464.65 — 632.55

Source: SIDA (2007)
Note: TCBDB data cover only 200-2006.
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(BSPS-11) funded by the Danish International Development Agency includes a compo-
nent on trade policy, but a much larger component related to productive capacity. In
addition, the DTIS data include support from a wider range of multilaterals (e.g. the
WTO). Alternatively, this may simply be the result of a paucity of data recorded in the
OECD CRS database on trade policy and regulations. It should be noted that both the
OECD and DTIS-aligned data exclude budget support.

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA

29



5

Developing a Methodology for Identifying
Aid for Trade In-country

5.1 Identifying, classifying and quantifying Aid for Trade in-country

In order to define and quantify broader AfT at the country level, the Task Force recom-
mends reporting aid as AfT when such aid supports ‘trade-related priorities’ that are
‘explicitly identified’ in a country’s NDS (section 2.2.2). However, this recommendation
seems to have been ignored by many donors and agencies in favour of using the OECD
CRS and associated AfT proxies to define and measure AfT, probably because of the
complexities of following the Task Force’s recommendations in practice. From the
perspective of the donors, the problems of data comparability among recipient countries
— each with differing interpretations of what is or is not a ‘trade-related priority’ — and
the preference by donors and agencies for one reporting system that has the potential to
be comparable across countries and which is under their control may explain why they
appear to have opted for the CRS.

Nevertheless, it is important that recipients can assess aid commitments and disburse-
ments in relation to their own identified trade and trade-related objectives and priorities,
and identify existing and future AfT needs. However, there are several problems with
the Task Force approach, including the lack of integration of trade issues in NDSs in
many countries, particularly in LDCs and some developing countries.* In fact, NDSs in
many LDCs (and some developing countries) often do not state priorities related to
trade. Hence, such an approach could potentially ignore aid which is not directly related
to priorities in the NDS, but which clearly has trade objectives as highlighted by other
key government documents (e.g. trade policies and/or trade development strategies) that
specify trade and trade-related priorities and/or donors own reporting. This could be a
disincentive to provide AfT (according to the donors definitions — namely CRS) where
trade and trade-related priorities are not identified within a recipient’s NDS; it could
mean that donors are biased towards allocating AfT to countries which have adequately
mainstreamed trade in their NDS in order to inflate reported figures on AfT according
to the Task Force definition. Given the importance of aligning aid to a country’s own
priorities, in accordance with the Paris Principles, it could be argued in principle that
this approach may be appropriate. Nevertheless, NDSs often fail to represent a country’s
priorities as specified in other government policies and strategies and therefore should
be assessed in terms of coverage and adequacy of the policy formulation process before it
is assumed that the NDS provides a definitive and all-encompassing priority-setting gov-
ernment tool. In particular, in many LDCs, PRSPs are the main development strategy;
historically, they have been influenced by the priorities of donors, particularly the first
generation PRSPs, which typically prioritised social sectors over productive sectors and
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often had little or no coverage of trade issues. Even though the influence of donors on
the content of NDSs has generally diminished, it is still evident in many strategies.
Therefore, donors aligning with the NDS in some circumstances may in fact be aligning
with some of their own priorities, which may have permeated through to second genera-
tion PRSPs.

Hence, it is important to also use other sources to identify trade and trade-related
priorities in order to define existing and potential AfT under the broader categories,
while ensuring that efforts are made to integrate trade in the NDS where appropriate.
The OECD attempted to solicit such information through the questionnaires it sent to
recipient countries as part of the OECD-WTO AfT monitoring framework (see section
2.3.2). The main aim of the recipient country questionnaires was to obtain a more com-
prehensive picture of AfT at country level and relate trade and trade-related priorities
and AfT to ‘trade development strategies’, rather than restricting them to priorities in
the NDS. However, as already highlighted in section 2.3.2, some developing countries
do not have a government document outlining a trade policy and/or trade development
strategy.

The lack of responses to the recipient country questionnaire — and the fact that the
monitoring framework of the OECD is still under development — suggests that the devel-
opment of a robust yet simple methodology to identify, classify and quantify AfT in-
country (based on countries’ experience) may provide an important input to the current
debate on monitoring AfT flows. More importantly, it could provide a tool for develop-
ing countries, particularly LDCs, to identify and quantify existing AfT and establish
their AfT needs. The OECD intends to redesign and simplify the recipient question-
naire. Here we recommend that the questionnaire should be redesigned so that it brings
together information on all trade and trade-related objectives and priorities from a variety
of sources, not just NDSs and trade development strategies, and so that it relates exist-
ing and future AfT to trade and trade-related objectives. In addition, an intermediary
non-donor organisation that is closer to the recipients’ interests should be identified to
facilitate a better response rate, rather than the OECD. The aim should be to promote
greater openness, particularly with respect to recipients’ views on donors (see, for example,
question 3 below). The following suggests a simplified version of the questionnaire based
on information from the questionnaire and analysis in this paper:

1. Identify trade and trade-related objectives and priorities using:
* NDSs
* Trade policies
* Trade strategies
* Needs assessments
* Budget and spending allocations.

2. Describe the extent to which trade and trade-related objectives and priorities are
specified within the above-mentioned sources and highlight the main sources.
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3. Describe the role and influence of donors in the above-mentioned processes and
documents (e.g. needs assessments, budget formulation, drafting of the NDS, etc.).

4. ldentify existing and future aid supporting the trade and trade-related objectives and
priorities as identified above in all of the sources (such aid will henceforth be consid-
ered as AfT in-country).

5. Identify potential gaps in support and assess to what extent donors are providing
support in line with the trade and trade-related objectives and priorities.

Figure 5.1 provides a simple methodology in the form of a chart to help connect and
explore some of these issues and their relevance. The methodology first attempts to
ascertain whether government policies and strategies exist that specify trade and trade-
related objectives and priorities, and/or whether these are prioritised in budget allocations.
The methodology aims to assist in identifying trade and trade-related objectives and
priorities in order to guide the process of defining and measuring AfT, existing and
future, and to encourage the alignment of future aid with countries’ own trade and trade-
related objectives, priorities and needs.
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6

Conclusions, Policy Implications and
Recommendations

The findings of this paper are important for donors’ efforts to monitor AfT flows and for
recipient countries attempting to understand the parameters of AfT and to inform their
responses to future OECD-WTO questionnaires. In particular, the paper attempts to
inform recipients of the potential scope of AfT and the importance of highlighting trade
and trade-related objectives and priorities, and associated needs, in order to encourage
donors to align their support with these.

The paper has several key findings. Section 2 highlights the differing definitions of
TRTA/CB, TRA and AfT and the problems of widening the scope of such assistance,
particularly the danger of including ‘virtually everything’ and failing to distinguish
between AfT and other types of development assistance. Under the AfT initiative,
significant effort has gone into attempting to provide definitions of AfT. However, as the
paper shows, the definition of what is and what is not AfT is still very much open to
interpretation. A key policy finding is the continuing problem of defining and measur-
ing AfT using the CRS AfT proxies, particularly across donors. The CRS is likely to
become the standard for AfT data collection. Given that donors already report to the
CRS, it is sensible to use an existing database. However, a number of improvements need
to be made in order to ensure that the data on AfT is comparable across donors and that
it reflects the Task Force’s classification of AfT without extending too far into other
development assistance. The trade development marker may help narrow the definition
of AfT to specifically trade-related activities. However, the application of the marker is
likely to be subjective, and without sufficient guidance in its use it is likely to add to
problems of comparability between countries. In particular, pressure on donors and agen-
cies to honour their pledges may be an incentive for donors to over-report on AfT.

Section 3 provides a brief summary of global AfT flows. Section 4 explores measure-
ment of AfT at the country level, using Tanzania as an example. It demonstrates signifi-
cant differences in data from the range of available sources. One of the main conclusions
is the importance of considering the methodological issues behind data collection and
reporting in order to qualify such differences. Also, despite concerns of over-reporting by
donors and agencies, where aid is provided through budget support and not allocated by
sector/area, a significant amount of aid that may (or may not) be channelled towards
trade and trade-related activities will be unaccounted for. The paper recommends a
relatively simple method to calculate the extent to which budget support may be
directed towards activities that correspond with AfT categories. The paper proposes pro-
viding proxy measures of the share of budget support to different sectors or areas —
including those sectors that fall under AfT categories — based on government budget
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allocations (or aid allocations where available) by sector/area and applying these shares
to each donor’s contribution to budget support. From this data it will be possible to
obtain an approximation of the amount of budget support that is channelled to AfT
activities.

Regarding in-country data collection, in Tanzania the Ministry of Finance External
Finance Database provides data on aid by category over time. It is recommended that an
exercise is undertaken to help ‘mark’ existing categories of aid as AfT, or that the data-
base is modified to include an AfT category. This would be a useful exercise in order to
provide a new dataset on AfT that is country-led and can be compared with the CRS
and DTIS-aligned data.

At the recipient level, the reasons for the lack of responses to the recipient question-
naire need to be further explored to help inform the development of future OECD-
WTO questionnaires and obtain a more complete picture of AfT at the recipient level.
The proposed simplified version of the questionnaire and the methodology presented in
section 5 may help provide initial guidance for recipients, particularly LDCs, in determin-
ing what is AfT and where existing support is already being provided. It may also con-
tribute to identifying future areas where AfT could help. Given the lack of integration
of trade in many NDSs, it is important that the Task Force’s recommendation that wider
categories of AfT should be included when these reflect trade-related priorities in the
NDS is extended to other sources that help identify trade and trade-related objectives.
In addition, efforts should be made to improve the integration of trade in national strate-
gies.

The findings of this paper may be relevant for the OECD, World Bank and WTO
‘Expert Symposium on Evaluation — Identifying Indicators for Monitoring Aid for
Trade’. Future work which builds on this preliminary study may be a useful input to the
national and sub-regional reviews of AfT taking place at the end of 2008/early 2009, as
well as the second global review, which is to be held in mid-2009.
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Notes

1

2

(SN

10
11
12
13
14
15
16
17
18
19
20
21

22

23

24
25

26
27

These are: trade policy and regulations; trade development; trade-related infrastructure; building productive
capacity; trade-related adjustment; and, other trade-related needs.

The capitalisation Aid for Trade (AfT) is used to refer to the AfT initiative; however, when talking about
actual assistance — which could be classified under the WTO-OECD categories on AfT — strictly speaking one
should refer to aid for trade (aft). However, for simplicity we use AfT in this report.

Overseas Development Institute (2007a).

WTO (2005).

Aid for Trade Task Force members: Ambassadors from Barbados, Brazil, Canada, China, Colombia, EU, Japan,
India, Thailand, USA, ACP Group, African Group and LDC Group, as well as the Swedish Ambassador
(Chair).

WTO (2006).

Technical co-operation is equivalent to technical assistance, according to the OECD, and also covers capacity
building. According to the OECD, ‘technical co-operation is the provision of know-how in the form of
personnel, training, research and associated costs, primarily through the medium of education and training. It
can be classified as free-standing or investment-related. Free-standing technical co-operation comprises activ-
ities whose primary purpose is to augment the level of knowledge, skills, technical know-how or productive
aptitudes of the population of developing countries, i.e. increase their stock of human intellectual capital or
their capacity for more effective use of their existing factor endowment. DAC statistical reporting under
technical co-operation items includes only free-standing technical co-operation. This relates essentially to
activities involving the supply of human resources or action targeted on human resources (education, training,
advice). Investment-related technical co-operation comprises services with the primary purpose of contributing
to the design and/or implementation of a project or programme aiming to increase the physical capital stock
of the recipient country. These services include consulting services, technical support, the provision of know-
how linked to the execution of an investment project, and the contribution of the donor’s own personnel to
the actual implementation of the project (managers, technicians, skilled labour, etc.). (OECD, 2007).

For instance, see European Commission (2003) and Solignac-Lecomte, HB (2001).

European Commission (2003).

Solignac-Lecomte, HB (2001).

Except for infrastructure which was drawn from the OECD CRS database.

WTO-OECD joint reports on TRTA/CB (WTO-OECD, 2002 (first); 2004; and, 2007 (last)).

WTO-OECD (2007).

WTO-OECD (2007).

See Annex 2 of OECD-WTO (2007b) regarding the World Bank’s contributions to the WTO-OECD TCBDB.
SIDA (2007) and Cali (2007).

WTO (2006). Italics added.

WTO (2006).

WTO (2006).

WTO (2006). Italics added.

While the WTO-OECD TCBDB did not report directly on infrastructure, it linked to the OECD CRS data-
base and data on infrastructure was reported in the annual joint WTO-OECD reports on TRTA/CB (WTO-
OECD, 2007 and WTO-OECD, 2002).

Supported by the AfT Task Force. See Page (2007).

‘Debt Relief is down: Other ODA rises slightly’ http://www.oecd.org/document/8/0,3343,en_2649_33721_
40381960_1_1_1_1,00.html

Targets have been specified by several donors/agencies (e.g. UK and EC).

‘The Paris Declaration, endorsed on 2 March 2005, is an international agreement to which over 100 minis-
ters, heads of agencies and other senior officials adhered, and committed their countries and organisations to
continue to increase efforts in harmonisation, alignment and managing aid for results with a set of monitor-
able actions and indicators. More than a statement of general principles, the Paris Declaration lays down a
practical, action-orientated roadmap to improve the quality of aid and its impact on development and is
organised around five key principles: ownership, alignment, harmonisation, managing for results, and mutual
accountability’. www.oecd.org/document/18/0,2340,en_2649_3236398_35401554_1_1_1_1,00.html

Carried out under the (Enhanced) Integrated Framework.

See Driscoll et al (2007) for a discussion of the trade (and growth) content of NDSs.

54

QUANTIFYING AID FOR TRADE: A CASE STUDY OF TANZANIA



28
29
30
31
32
33
34
35
36
37
38
39

40

41
42
43

44

Turner et al. (forthcoming).

See OECD (2007b) for country and agency responses.

Full draft of the Paris Declaration is at http://www.oecd.org/datacecd/11/41/34428351.pdf

OECD-WTO (2007).

OECD (2006).

OECD-WTO (2007a).

Categories used are the OECD AfT proxies and data are sourced from the OECD CRS and aggregated.

Cali (2007b).

United Republic of Tanzania (2005).

Wangwe et al (2007) and United Republic of Tanzania (2008).

SIDA (2007). Others include Turner, L (2004).

It should be noted that although ‘unearmarked’ and allocated according to the governments own priorities,
the involvement of donors in various reviews of spending and in priority-setting agendas suggests that the
donors may have both a direct and indirect influence on the allocation of GBS.

Launched in 2005, the MKUKUTA is the kiswahili acronym for the NDS which translates to the National
Strategy for Growth and Reduction of Poverty (NSGRP). The document is considered to be more nationally
‘owned’ than the previous NDS (the first PRSP).

Although, as discussed in the next section, NDSs may not cover government priorities comprehensively.
SIDA (2007).

It should be highlighted that only those trade-related priorities identified in 2005 are used to identify AfT
between 2000 and 2010.

Driscoll, R (2007) et al.
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Related titles from the Commonwealth Secretariat

Towards a Quantitative Assessment of Aid for Trade
Massimiliano Cali and Dirk Willem te Velde
Commonwealth Economic Paper Number 83, 2008

Examines the effects of aid for trade on the cost of trading and on the levels of exports
using statistical evidence. It shows that there is a robust, positive and non-linear effect
of aid to productive capacities on exports.

ISBN: 978-0-85092-889-1

Trading on Commonwealth Ties
Chris Milner
Commonwealth Economic Paper Number 79, 2008

What are the characteristics of current intra-Commonwealth trade, and how can it be
encouraged to grow? Trading on Commonwealth Ties identifies opportunities for
stimulating trade within the Commonwealth, and for boosting trade in general.

ISBN: 978-0-85092-875-4



Efforts to boost international trade as a means to foster economic
growth, known as Aid for Trade, have become an important issue
for both aid donors and recipients. However, significant ambiguity
remains regarding what is and what is not Aid for Trade. Given the
high profile of the Aid for Trade initiative, to which many donors
have specified commitments, the issue is not only technical but
also political. Hence, it is important that an effective method is
developed to establish a clear border between Aid for Trade and
other types of aid.

This Economic Paper explains what Aid for Trade is, and how
definitions have evolved over time. Using Tanzania as a case study
it shows how different definitions lead to different estimates of
the amount of Aid for Trade being delivered, and suggests an
alternative simple and practical methodology for recipient
countries to classify and quantify it.

Commonwealth Secretariat

ISBN 978-0-85092-888-4
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