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The Effectiveness of Aid for Trade:
What Can We Learn from Empirical Evidence?

Aid for Trade (AfT) Initiative was launched at the
Ministerial Conference of the World Trade Organization
(WTO) in Hong Kong in 2005. The main objective of
the AfT is to help low-income countries well benefit
from trade liberalization by mitigating supply-side and
trade-related infrastructure constraints. The AfT consists
of three categories: (i) economic infrastructure, (ii)
building productive capacity, and (iii) trade policy and
adjustment. The annual inflows of the AfT into recipient
countries are growing over time, amounting to US$40
billion in 2018, which is about 3 times as large as the
early 2000s. Despite the enormous financial efforts,
little has been known about how much or even whether
the AfT really contributes to increasing recipient export
performance. In this review I summarize the literature
empirically examining the effectiveness of the AfT,
and present important areas to be explored by future

research.

Cali and Velde (2011) examined what types of the
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AfT promote recipient exports. They estimated the
fixed effects model with a panel data for 2002-2007
covering 99 developing countries. The results suggest
that overall, an elasticity of exports with respect to AfT
is 0.03, mainly driven by economic infrastructure. The
estimates suggest that a US$86 million increase in AfT
for economic infrastructure is associated with a US$650
million increase in recipient exports after 1 year. Vijil
and Wagner (2012) also found the significance of
economic infrastructure as a key channel of aid-trade

nexus.

Martinez-Zarzoso et al. (2017) investigated the
heterogeneous trade-creating effects of the AfT among
recipient countries. Their method involves estimating a
quantile regression model with a panel data for 2000-
2011 covering 124 developing countries. They found
that the AfT promoted the recipient exports mainly
for the lower quantile of the conditional distribution

of exports, suggesting that countries that export less
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