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Main pointsMain points

The global economy is changing rapidly The global economy is changing rapidly –– and to take and to take 
advantage of global opportunities, countries have to  improve advantage of global opportunities, countries have to  improve 
competitivenesscompetitiveness

A strategy for competitiveness has to be comprehensive A strategy for competitiveness has to be comprehensive ––
multilateral, regional and unilateralmultilateral, regional and unilateral

World Bank has several instruments to support governments, if World Bank has several instruments to support governments, if 
they wish to make competitiveness a pillar of their growth they wish to make competitiveness a pillar of their growth 
strategystrategy



Global economy Global economy –– and the opportunities it presents and the opportunities it presents ----is is 
changing rapidlychanging rapidly……in five waysin five ways

1.1. Increase in importance of globalization as driver of Increase in importance of globalization as driver of 
growthgrowth……

2.2. Shift of demand toward Asia away from EU and USShift of demand toward Asia away from EU and US
3.3. Rise of global production chains and servicesRise of global production chains and services
4.4. Eroding preferencesEroding preferences
5.5. ……Slowing global economySlowing global economy



1.  Export markets are growing faster than domestic demand1.  Export markets are growing faster than domestic demand……
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percent change in real GDP. The export share is calculated in nominal dollar terms. Data are smoothed using 5-year 
moving averages. Source: DDP and staff calculations.
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1.  1.  ……so the fastestso the fastest--growing countries have seized export growing countries have seized export 
opportunitiesopportunities

Total share in world exports of goodsTotal share in world exports of goods

LDCsLDCs [N=37][N=37]

Middle income countries  [N=44]Middle income countries  [N=44]

High Performing 13High Performing 13
[N=13][N=13]



GDP at PPP exchange rates
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2.  China, India, and other developing countries will 2.  China, India, and other developing countries will 
become  centers of global demand over the next quarter become  centers of global demand over the next quarter 
centurycentury

……so getting access to these markets will be more importantso getting access to these markets will be more important



3.  Global production chains and services offer new 3.  Global production chains and services offer new 
hooks into the world markethooks into the world market
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3.  Fast3.  Fast--growing countries are using global production growing countries are using global production 
chains to drive exports, but chains to drive exports, but LDCsLDCs have laggedhave lagged

Share of parts and components in total exports of goods anShare of parts and components in total exports of goods and servicesd services

KenyaKenya

Average for 16 fast growing countriesAverage for 16 fast growing countries

……so countries have to look for new ways to get into these so countries have to look for new ways to get into these 
dynamic marketsdynamic markets



4.  Preferences for 4.  Preferences for LDCsLDCs are erodingare eroding……
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4.  Preferences for 4.  Preferences for LDCsLDCs are erodingare eroding……
Because unilateral reforms have brought down tariffs compressingBecause unilateral reforms have brought down tariffs compressing
preferencespreferences
And because regional trade agreement are eroding preferencesAnd because regional trade agreement are eroding preferences
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……so preferenceso preference--dependent countries will increasingly face dependent countries will increasingly face 
global competitionglobal competition



5.  A global slowdown has begun5.  A global slowdown has begun……emanating from the emanating from the 
USUS

The global economy is beginning to slow. The global economy is beginning to slow. 
The World Bank predicts global growth to slow, if only to a The World Bank predicts global growth to slow, if only to a 
moderate pacemoderate pace…… with growth this year [with growth this year [……] compared to last ] compared to last 
yearyear’’s [s [……]]
But growth in the US is slowing very sharply, and will be a [But growth in the US is slowing very sharply, and will be a [……] ] 
of last yearof last year’’s growth.s growth.
This means countries that are sell to the US will feel a direct This means countries that are sell to the US will feel a direct hit, hit, 
and underscores the importance  of looking for new marketsand underscores the importance  of looking for new markets



Trade policy in this rapidly changing environment has to Trade policy in this rapidly changing environment has to 
have three elementshave three elements……to have three uncertainto have three uncertain

A multilateral strategy to use the Doha round to get more A multilateral strategy to use the Doha round to get more 
makretmakret access and resources. access and resources. 
A regional strategy to take advantages of opportunitiesA regional strategy to take advantages of opportunities
……And a unilateral strategy based on a program to improve And a unilateral strategy based on a program to improve 
competitivenesscompetitiveness……



Multilateral strategy: Should Multilateral strategy: Should LDCsLDCs support completion of support completion of 
DDA?DDA?

DDA may provide provide: DDA may provide provide: 
Some increased market accessSome increased market access

•• Caps of 8Caps of 8--9% in rich countries and 199% in rich countries and 19--23% in developing countries could be 23% in developing countries could be 
important to many important to many LDCsLDCs, especially textile and clothing exporters, especially textile and clothing exporters

•• Agriculture will provide some market openingAgriculture will provide some market opening
•• Bindings at new and lower levelsBindings at new and lower levels
•• DFQF accessDFQF access

Services Services …… mode 4 gains likely to be negligiblemode 4 gains likely to be negligible
Trade facilitation could be important insofar as it spurs reductTrade facilitation could be important insofar as it spurs reductions In ions In 
costs of transport costs of transport –– abroad and at home.abroad and at home.
Opportunity for domestic reforms in all these areasOpportunity for domestic reforms in all these areas
Indirect benefits from a Doha deal: Indirect benefits from a Doha deal: 

•• Boost to longBoost to long--term growth of global economy term growth of global economy 
•• Strengthen ruleStrengthen rule--based system that grants political standing to small and based system that grants political standing to small and 

poorer countriespoorer countries



Multilateral strategy: Should Multilateral strategy: Should LDCsLDCs support completion of support completion of 
DDA?DDA?

These gains have to be balanced against:   These gains have to be balanced against:   
Possible erosion of preferencesPossible erosion of preferences
Possible eventual higherPossible eventual higher--thanthan--other wise world prices for food other wise world prices for food ––
this is likely to be imperceptiblethis is likely to be imperceptible

Though on average Though on average LDCsLDCs are likely to gain in the same  are likely to gain in the same  
proportion or greater to rich countries, each country has to proportion or greater to rich countries, each country has to 
evaluate its own costs and benefitsevaluate its own costs and benefits

Weigh the counterfactual Weigh the counterfactual ---- If Doha doesnIf Doha doesn’’t succeed will t succeed will 
protectionism become resurgent and eroding preferences protectionism become resurgent and eroding preferences 
undercut its benefits?undercut its benefits?



Regional trade strategiesRegional trade strategies

EPAsEPAs are opportunityare opportunity:  :  
……to loosen restrictive rules of originto loosen restrictive rules of origin
……tap into increased development assistancetap into increased development assistance
…….to leverage regional integration (including within .to leverage regional integration (including within 
SACU)SACU)

BrentonBrenton memorial ROO slide memorial ROO slide 
showing Clothing to US showing Clothing to US --EUEU



Regional trade strategiesRegional trade strategies

Realizing the potential of SACU and SADC is Realizing the potential of SACU and SADC is 
importantimportant:  :  

Harmonizing tax, licensing and regulations can create Harmonizing tax, licensing and regulations can create 
local market opportunitieslocal market opportunities
Lobby SACU to reduce tariff peaks that impose high Lobby SACU to reduce tariff peaks that impose high 
costs on members costs on members –– and reduce contingent protectionand reduce contingent protection
Review rules of origin requirement in SACU to facilitate Review rules of origin requirement in SACU to facilitate 
production chainsproduction chains



Unilateral policies hold the promise of the biggest payUnilateral policies hold the promise of the biggest pay--
offsoffs……and require coordinated action in three policy and require coordinated action in three policy 
domainsdomains

MacroMacro--incentivesincentives:  Policies (tariffs, taxes, investment) that shape profit incen:  Policies (tariffs, taxes, investment) that shape profit incentives through the tives through the 
price system, so firms invest in internationally competitive actprice system, so firms invest in internationally competitive activities. For Lesotho, e.g.,ivities. For Lesotho, e.g.,

Investment policies to facilitate greater FDI (investment code, Investment policies to facilitate greater FDI (investment code, 99 year leases, one99 year leases, one--stop shop)stop shop)
Tax reforms to remove distortions, expand nonTax reforms to remove distortions, expand non--trade base, and improve compliance trade base, and improve compliance 
Revise visa procedures to provide greater influx of foreign skilRevise visa procedures to provide greater influx of foreign skillsls

Policies to improve infrastructure and cut input costsPolicies to improve infrastructure and cut input costs
Improve tradeImprove trade--related infrastructure: make phones compatible with S. Africarelated infrastructure: make phones compatible with S. Africa’’s, improve s, improve 
Lesotho Electricity Commission, expand private contracting for rLesotho Electricity Commission, expand private contracting for road construction, oad construction, 
improve railway transportimprove railway transport

ProPro--active policies to solve problems the market cannotactive policies to solve problems the market cannot
Export promotionExport promotion
Improve standards by allowing use of S. AfricaImprove standards by allowing use of S. Africa’’s conformity assessment and testings conformity assessment and testing
Reduce transactions delays in customs through broad reformReduce transactions delays in customs through broad reform

Key:  Program of competitiveness has to be comprehensive, have Key:  Program of competitiveness has to be comprehensive, have 
interinter--ministerial implementation, and regular cabinet oversightministerial implementation, and regular cabinet oversight



The World Bank supports government programs to 
improve competitiveness…
The World Bank supports government programs to 
improve competitiveness…

Goal:  Helping 
governments 
leverage trade to 
faster growth

Comprehensive 
Trade 

Diagnostics

Programmatic & 
Infrastructure 

Lending

Trust Fund 
Activity World Bank is the largest World Bank is the largest 

provider of aid for trade to provider of aid for trade to 
LICsLICs, providing $4.2 b., providing $4.2 b.
Source: WTO/OECDSource: WTO/OECD

Country Country 
studiesstudies
Regional Regional 
studiesstudies

PolicyPolicy
Sector    Sector    
loansloans
Project Project 
loansloans

Small Small 
projectsprojects
Technical Technical 
assistance assistance 
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Technology gap: narrowing but 
still wide
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Developing countries are moving up the technology Developing countries are moving up the technology 
ladderladder……
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Coordination of tariff strategy 
under EPA maybe difficult…

Overlap of high-tariff sectors is very low, making co-ordination 
difficult

Region % of exclusions 
common to half

% of exclusions 
with no overlap

Marginal tariff 
(%)

Caribbean 1 58 20

Central Africa 12 51 30

ESA 2 43 25

SADC 2 64 5

West Africa 0.2 92 20

Source: Stevens (2005)
Table assumes ACP countries can exclude 20% of their imports from the EU and will exclude those lines (at 6digit level) with the
highest tariffs first. Overlap of these “sensitive” tariff lines is very low. 
The last column shows, by region, the minimum tariff that can remain in place if 80% of imports are to be liberalised.



Improving trade logistics can be as Improving trade logistics can be as 
important as cutting tariffsimportant as cutting tariffs……ports, customs, ports, customs, 
transporttransport
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and Caribbean 
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Average number of days to clear customs for sea cargo

Source: International Exhibition Logistics Associates, based on a sample of countries in 
each region (http://http://www.icla.orgwww.icla.org))

Development assistance is key to improving ports, customsDevelopment assistance is key to improving ports, customs
and trade infrastructureand trade infrastructure
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TradeTrade--related institutions cause delaysrelated institutions cause delays……
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Ways the World Bank supports government programs to 
improve competitiveness…
Ways the World Bank supports government programs to 
improve competitiveness…

Goal:  Helping 
governments 
leverage trade to 
faster growth

Comprehensive 
Trade 

Diagnostics

Programmatic & 
Infrastructure 

Lending

Trust Fund 
Activity World Bank is the largest World Bank is the largest 

provider of aid for trade to provider of aid for trade to 
LICsLICs, providing $4.2 b., providing $4.2 b.
Source: WTO/OECDSource: WTO/OECD

Country Country 
studiesstudies
Regional Regional 
studiesstudies

PolicyPolicy
Sector    Sector    
loansloans
Project Project 
loansloans

Small Small 
projectsprojects
Technical Technical 
assistance assistance 



LDC and other Low income countriesLDC and other Low income countries Middle Income CountriesMiddle Income Countries Total aid for tradeTotal aid for trade

US $BillionUS $Billion % of total% of total US $Billion US $Billion % of total% of total US $Billion US $Billion % of total% of total

JapanJapan 2.22.2 15.9%15.9% 2.82.8 26.2%26.2% 5.05.0 20.4%20.4%

United StatesUnited States 0.60.6 4.4%4.4% 3.13.1 29.0%29.0% 3.73.7 15.2%15.2%

ECEC 1.91.9 13.5%13.5% 0.80.8 7.5%7.5% 2.72.7 10.8%10.8%

Other EC Members a/Other EC Members a/ 1.11.1 8.0%8.0% 0.70.7 6.1%6.1% 1.81.8 7.2%7.2%

United KingdomUnited Kingdom 0.90.9 6.5%6.5% 0.20.2 2.2%2.2% 1.11.1 4.6%4.6%

GermanyGermany 0.40.4 3.0%3.0% 0.70.7 6.0%6.0% 1.11.1 4.3%4.3%

FranceFrance 0.40.4 2.9%2.9% 0.30.3 3.0%3.0% 0.70.7 2.9%2.9%

CanadaCanada 0.20.2 1.1%1.1% 0.10.1 0.8%0.8% 0.20.2 1.0%1.0%

ItalyItaly 0.10.1 0.7%0.7% 0.10.1 1.1%1.1% 0.20.2 0.9%0.9%

Other bilateral b/Other bilateral b/ 0.40.4 2.9%2.9% 0.20.2 1.8%1.8% 0.60.6 2.4%2.4%

Sub total bilateralSub total bilateral 8.18.1 58.8%58.8% 9.19.1 83.7%83.7% 17.217.2 69.8%69.8%

World BankWorld Bank 4.24.2 30.6%30.6% 0.50.5 4.2%4.2% 4.74.7 19.0%19.0%

Asian Development BankAsian Development Bank 0.60.6 4.3%4.3% 0.40.4 3.9%3.9% 1.01.0 4.1%4.1%

African Development BankAfrican Development Bank 0.60.6 4.6%4.6% 0.10.1 0.5%0.5% 0.70.7 2.8%2.8%

InteramericanInteramerican Development BankDevelopment Bank 0.10.1 0.8%0.8% 0.10.1 1.0%1.0% 0.20.2 0.9%0.9%

Other agenciesOther agencies 0.10.1 0.8%0.8% 0.70.7 6.6%6.6% 0.80.8 3.4%3.4%

Sub total multilateralSub total multilateral 5.75.7 41.2%41.2% 1.81.8 16.3%16.3% 7.47.4 30.2%30.2%

TotalTotal 13.813.8 100.0%100.0% 10.810.8 100.0%100.0% 24.624.6 100.0%100.0%

Aid for trade, according to the WTO/OECDAid for trade, according to the WTO/OECD

Source:  World Bank Source:  World Bank ““Aid for Trade: Harnessing the Global Economy for DevelopmentAid for Trade: Harnessing the Global Economy for Development”” Oct 2007Oct 2007

Average 2002Average 2002--05 in constant 2004 dollars05 in constant 2004 dollars



1.  Export Competitiveness Agriculture competitiveness

Light manufacturing

Tourism

Micro, small and medium enterprises

Regional development

2.  Trade Facilitation Customs and border agency reform

3.  Business Environment Industrial strategy

Investment promotion

Banking system

4.  SPS  

5.  Trade Policy, Trade Agreements and Global 
Opportunities

Capacity building for trade policy
Capacity building for trade negotiations 

6.  Trade Opportunities for the Poor Village level handicraft and textiles
Roads linking villages to markets

A case study A case study ---- Lao PDR Trust Fund:   $8.5 m to Lao PDR Trust Fund:   $8.5 m to 
improve competitivenessimprove competitiveness



Strategic Direction and OversightStrategic Direction and Oversight
TDF Steering CommitteeTDF Steering Committee

CoCo--chaired by Vice Minister of MOIC and Donor representative chaired by Vice Minister of MOIC and Donor representative 
(EC)(EC)
All key ministries and agencies representedAll key ministries and agencies represented
Representative of TDF donorsRepresentative of TDF donors
Bank (as TDF administrator) an observerBank (as TDF administrator) an observer
Other observers by invitationOther observers by invitation

Role to provide strategic oversight of project and to approve anRole to provide strategic oversight of project and to approve annual nual 
work plans as well as reviewing progress reports and financial work plans as well as reviewing progress reports and financial 
statementsstatements
Establish and monitor Project Task Forces Establish and monitor Project Task Forces 

Lao government controls the allocation of resourcescontrols the allocation of resources



Lao PDR:  Government drives the processLao PDR:  Government drives the process

TDF Steering CommitteeTDF Steering Committee

NIUNIU TDF SecretariatTDF Secretariat

Project Task ForcesProject Task Forces

IFF AdvisorIFF Advisor Project AdministratorProject Administrator



Countries control the allocation of resourcesCountries control the allocation of resources
CountryCountry--driven Management and Administrationdriven Management and Administration

National Implementation Unit (Lao Government)National Implementation Unit (Lao Government)
Government implementationGovernment implementation of the project including preparation of the project including preparation 
of action plans, coordinating Project Task Forces, procurement oof action plans, coordinating Project Task Forces, procurement of f 
goods and servicesgoods and services
Management of project activities, monitoring and reportingManagement of project activities, monitoring and reporting
Financial management and administrationFinancial management and administration

TDF Secretariat (World Bank)TDF Secretariat (World Bank)
Provide advice to NIUProvide advice to NIU
Prepare reports for TDF Steering committee and donorsPrepare reports for TDF Steering committee and donors
Manage World Bank project requirementsManage World Bank project requirements

IFF Advisor IFF Advisor -- Financed by Window II funds (AusAID) Financed by Window II funds (AusAID) 
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Another case study Another case study –– MauritiusMauritius’’ exports had stagnatedexports had stagnated……

Moreover, progress toward diversification was Moreover, progress toward diversification was 
limited, and substantially less than all middle income limited, and substantially less than all middle income 
countries countries 



Three elements to improve competitivenessThree elements to improve competitiveness……
Improving Improving incentivesincentives to private investors to move resources to to private investors to move resources to 
more productive activitiesmore productive activities…… tariffs, taxes, business regulationstariffs, taxes, business regulations
UpUp--grading grading services industries: services industries: telecoms, air transport, ports, telecoms, air transport, ports, 
energyenergy
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Three elements to improve competitivenessThree elements to improve competitiveness……
Improving Improving incentivesincentives to private investors to move resources to to private investors to move resources to 
more productive activitiesmore productive activities
UpUp--grading grading services industries: services industries: telecoms, air transport, ports, telecoms, air transport, ports, 
energyenergy
Adopting Adopting propro--active policiesactive policies to help firms and labor adjustto help firms and labor adjust

Government Program (June 2006)Government Program (June 2006)

Development Policy Loan  $30 m.Development Policy Loan  $30 m.
(Conditionality is (Conditionality is govtgovt program)program)

Investment LendingInvestment Lending Technical AssistanceTechnical Assistance

CoCo--financing:  French Agency for financing:  French Agency for 
Development  $30 m.Development  $30 m.

Aid for TradeAid for Trade
ReportReport



•• Improving competitiveness is central to achieving highImproving competitiveness is central to achieving high
and sustained growth rates  and sustained growth rates  

•• Aid for trade can help, but country ownership of the Aid for trade can help, but country ownership of the 
competitiveness agenda  is critical successcompetitiveness agenda  is critical success

•• BankBank’’s role is to support government programs with  s role is to support government programs with  
diagnosis and finance.   Government should set loan diagnosis and finance.   Government should set loan 
conditions to achieve project milestonesconditions to achieve project milestones

Key lessons from experience in aid for trade Key lessons from experience in aid for trade ……..
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