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EXECUTIVE SUMMARY

World trade has experienced a boom in the last decade, driven by large redadtiads barriers

and technological changes that have lowered the costs of communications and transport. The
resulting globalization of producti on, with it
chain, has lowered prices and increased thestyadf imported goods and services for firms and
consumers. It has also led to unprecedented-iimteages and intedependency among countries.

As a group, developing countries are now a major driver of global trade. Many countries have
benefited greatlyfrom global integration, but the benefits are distributed unequally, both across
countries and within them. The most dynamic have attracted large foreign direct investment inflows
and are integrated into global value chains. But manyitmeme countrieshave been less
successful in using trade as a means of creating jobs, increasing per capita incomes, and
diversifying their economies. And poor households and communities in lagging regions continue to
confront major challenges in dealing with external ciiso rising food costs and harnessing the
opportunities offered by a more open world trading system.

Trade success today is determined by efficient internal transactions, low transport costs and easy
access to quality services inpufBraditional policiesused to restrict tradétariffs; nontariff
barriers)have proven to bkargely ineffective instruments of economic polfoy developmentThe

priorities for current policy are to reduce trade costs for firms, including through more efficient
trade faciitation and logistics; improve trade competitiveness by ensuring businesses have access to
key inputs such as (trade) finance; and, increase cooperation between trading partners to integrate
markets thereby allowing economies of scale to be realized amiderfuspecialization and
diversification to occur. Such cooperation is being pursued regionally as well as through
multilateral fora such as the World Trade Organization (WTO).

Concluding the longunning Doha Round o/VTO trade negotiations would provideboost to the

world economyand be in the interest of developing countriésvould create greater security of
market access, through the negotiation of policy disciplinesch as placing tighter limits on the
level of permitted tariffs and outlawinggricultural export subsidies. The primary deliverable
would be policy bindings enforceable commitments by governments that they will not raise
support for domestic industries above a given level and will not use certain policies at all.
Maintaining an pen trade regime is an important foundation for the global recovery and the
necessary reorientation of global supply and demand. This is especially true for developing
countries as so many depend on export markets to finance ggomthlating imports of gods,
services and technologies.

In contrast to trade arrangements negotiated in the past, recent agreements seek to integrate markets
for services and investment as well as for godusicymakers in developing countries therefore

confront anincreasingly o mpl ex trade agenda -thé&badr dsepraon sr enguun ear
policies as well as traditional trade policies such as import tariffs. The international trade and
investment agenda spans a plethora of policy areas that are the responsibility diffeeent parts

of government. The challenges of assessing and understanding the trade implications of these
various policies, and their coherence with trade policy objectives, as well as identifying potential
reforms to increase inclusive growth prosiseare daunting even for Organization for Economic
Co-operation and Development (OECD) countries. They loom much larger for developing countries

with limited human resources and administrative capacity.

Why a trade strategyThis is the first Trade Stragg of the World Bank Group (WBG). In the last
decade the WBG has significantly changed the focus of its trade activities, moving away from
programs anchored on trade liberalization towards supporting diversification, lowering transport
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and other tradeelaed costs, improving access to trade finance and focusing more on the poverty
impacts of trade and trade policies. This was in line with the recommendations of the 2006
Independent Evaluation Group repéisessing World Bank Support for Trade, 192004 That

evaluation commendedhe Bankds reengagement with the trad
that expanded research, analytical, and capédiiiging activities helped the Bank become more

closely identified as an advocate of poor countries atetrssues at the global levBlut the report

alsoar gued that the Bank paid insufficient atter
complementary policies that can improve their competitiveness in world maxkdtgpromote

greater inclusion

In response to these recommendations the Bank expanded analysis of the poverty implications of
changes in trade policy and, more generally, the linkages between trade and poverty reduction. This
led to the conclusion that changes in trade policies do not géreerate large effects for the poor,
whether positive or negative, because changes in prices due to these changes are mostly small.
Much more important are complementary measures that must be pursued to allow poor households
to benefit from trade oppomities and to help them manage the impacts of major changes in world
market prices generated by exogenous shocks.

There have also been other lessons from Bank trade support and activities since the IEG evaluation.
First, research and analysis undertakemiecent years il l ustrati® that
essential to increasinthe benefitsof trade for the poor, including projects to reduce trade
transactions and infmation costysuch as trade facilitation, infrastructure, ettt limit their
integration with both domestic and global markets as wells@sply chains. The costs of
ficonnectivity are often fixed andso disproportionately affect small firms, farmers and the poor,
prohibiting their participation in trade and limiting inclusiveness. Tackling trade costs, therefore, is

a core element of the Trade Strategy because they have a direct bearing on pouetignred
Secondly, increasing the level of coordination on trade support activities both within the World
Bank Group as well as with other development partners is criticavéad duplication ando

improve aid effectivenessThirdly, services trade hagten been overlooked despite services being
profoundly important for growth and development. Services increasingly determine competitiveness
as they are important inputs into the production of goods and other services, thereby heavily
influencing productiity growth performance.

Key challenges:A maj or objective of the Strategy i s to
trade efforts in recent years by responding more effectively to increased demand by clients for
follow-on analysis, project identifitan and delivery. Doing so will require improvements in how

the Bank organizes itself to help clients and operational teams make better use of existing
knowledge and deliver assistance in real time. It also requires a stronger focus on ensuring that
Banksupport in key specific areas of the trade agenda does not result in trade work being limited to
narrowlyimplemented technical activities. Trade is part of the core growth, inclusion and
sustainability agenda at the country level, which implies that &trbe integrated into national
development strategies and associated Bank programs. The Strategy aims to help the Bank achieve
these objectives through new instruments, including better use of external partnerships, and new
coordination and collaborationeohanisms that aim to more effectively exploit synergies between
sectors and regions.

The Trade Strategy does not propose a major change in the main areas of WBG support. It focuses
instead on actions to improve the effectiveness of such support, wbilenéing activities in some

areas to address key concerns and priorities that were identified in the consultation process, and
establishing a framework for monitoring and evaluation of resDiti® motivation for the Strategy

is to identify the areas in hich the WBG has a compmdive advantage and where other
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development partnerare bettempositionedto provide support. The consultations on the Strategy

suggest thabothc | i ent s and partners perceive the WBGOS
on itsfinancing capacity, its widspread country presence, broad research and analytical expertise

and its multisectoral capacity and reachhere are also areas in which the WBG does not have a
comparative advantage in delivering support and others arg péted to respond to country

demand. Examples are building capacity to negotiate trade agreements or real time advice on the
substance of what is being negotiated; faeé ace fAr et ai | 0 t wWepihtechnicgl act i v
training in the trade age or technical assistance to export promotion or standattiag agencies.

Other agencies such as the WTO, ITC, UNCTAD, and UNIDGare better placed than the WBG

to provide such specialized assistance.

FOUR PRIORITY AREAS

1. Trade Competitivenessand Diversification: Competitivenessthroughemploymengeneration

is central toharnesig private sector growth for sustainable poverty reduction and, ultimately,
wealth creationFirms, especially smalland mediurrsized ones, in all sectors servingpert and
domestic markets, cannot exploit opportunities if they are burdened by costs outside of their control
that make them uncompetitive. Increasing the number and value of products produced, the number
of markets served, and the survival rate of filmsonditional on lowering such costs. Activities in

this area will center on the econoiwyde incentive framework created by prevailing policies and
regulations, including trade policy (restrictions on imports and foreign direct investment); trade in
sewvices as new means to access international best practices and expand exports; and, the design and
implementation of specific actions to address market and information failures. The emphasis will
remain on the creation of enabling policy environments thatcanducive to the emergence of
successful firms in the production of goods and services for both export and domestic markets.

2. Trade Facilitation, Transport Logistics and Trade Finance:The objective of this pillar is to
reduce the costs associatedhaitoving goods along international supply chains, whether these are
measured in terms of time, money, or reliability. Trade facilitation also lowers import costs and
therefore has a direct impact on the prices paid by the poor for the goods they consimumss

are also partly determined by access to and the price of trade finance and associated export credit
insurance products, a factor that has become more important for developing country exporters,
especially small and medium enterprises, followimg tecent crisis and the higher financing costs
that are expected to prevail in the mediterm. Priorities are to enhance the performance of trade
corridors used by lantinked developing countries, especially in Africa; regional trade facilitation
frameworks; improve markets for logistics services; increase the efficiency of border management;
facilitate the cros®order movement of service suppliers; and improve access to trade finance and
related insurance and guarantee products for SMEs.

3. Support for Market Access andInternational Trade Cooperation A countrydés abildi
trade to advance its development objectives depends in part on the market access conditions that
confront its exports and on the policies affecting imports of goods and serVioe trade policies

of developed countries, in particular, daveespeciallynegative effects on developing countries
prominent examples include the support policies for agriculture in a number cinbahe

countries. Advocacy toremove such distadns, andmake international trade rules and institutions

more supportive of the needs of developing countdaa have a direct impact on the pobiere

are three priorities in this area: (i) continued analysis of the impacts on developing countries of
policies implemented by major countries, international trade rules and actions that would benefit
economic development prospects; (ii) assisting governments to remove tariff atatifidrarriers
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to regional market integration; and, (iii) supporting intgional cooperation on tradelated
regulatory reform (especially services policies).

4. Managing Shocks and Promoting Greater InclusionMaking the gains fronglobalization

more inclusive and beneficial tpoor householdsvhile addressing the needs thife unemployed
during transition periods is critical fwoverty reductionThis is a crosgutting pillar, in the sense

that it connects closely with the other priorities of the Trade Strategy, with the objective of dealing
with the impacts of tradeelated shocks and to allow greater participation of poor households in the
benefits of tradelnformal trade, in particular, often plays an important role in many developing
countries, particularly in linking producers of foo@d@es to regional marketsh& magnitude of

such trade is highly sensitive to the conditions faced by traders. Supporting inforneas trad
growing their businesselrough lowering trade costsicluding improving conditions they face at
borders, and allowing them to grow to morenfat modes of exchange is crucial if the potential for
crossborder trade is to benefit the podihe adjustment processes associated with trade openness
contribute to skill and gender differentiated inequalities in labor market opportunities and outcomes.
Similarly, the benefits from trade are often concentrated in the largest metropolitan areas, further
exacerbating interegional inequalities. Promotirigternal trade,as well as exports, therefore also
matters through helping to connect lagging amate remote regions to high growth areaghin
countries as well as between thefine main priorities in this area include: (i) assisting the most
vulnerable to manage trade shocks; (i) making trade a more prominent part of the solution to global
food price wlatility, as opposed to part of the problem; (iii) doing more to address the gender
dimension in trade support activities; and, (iv) extending the benefits of trade to lagging regions
within countries by ensuring poor people in these areas can bettexctanrthose places where
agglomeration occurs.

I MPLEMENTING THE TRADE STRATEGY

The Trade Strategy will be implemented through regipecific work programs and activities by
central units. These will respond to the particular needs and challengesdiémgountries and

be determined by the depth and breadth of engagement at the country level as defined by Country
Assistance Strategies. Three major instruments will be used: (i) lending and technical assistance; (ii)
knowledge and policy dialogue; andii) external partnerships and better coordination with
development partners on trade. Innovation in how these instruments are used, as well as flexibility
in the types of trade support the WBG provides under them, will be encouraged by the Strategy.

Lending: Overall, much of the tradeslated lending will take place as part of other sectoral projects

(e.g., transport, private sector development, agriculture). Lending is likely to focus mainly on
competitiveness, trade/transport logistics and trade fanafice Strategy proposes a stronger focus

on the Asoftwareo (regulatory) dimensions of t
addressing sect@pecific coordination failures in the context of competitiveness projects; and,

greater focus omegional integration of markets. Existing instruments can be used to allow such
changes in emphasis to occdure.g., through Development Policy Loans (DPLs) and corridor
infrastructure investment projects.

Technical assistance an#nowledge tosupport strategic priorities: The WBG will continue to

focus on producing operationally relevant knowledge products aimed at identifying policies and
institutions that promote trade and accelerate economic growth. Operational knowledge will be
provided around four ieers: (i) crosscountryand crossndustry trade and policy indicators; (ii)
diagnostictoolkits to identify key constraints; (iiipolicy dialogue and project developmeand

(iv) research and analysis
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Partnershipsand better coordination with developent partners on trade:n addition to the
extensive partnerships the WBG has in the trade area with other agencies, donors, research
networks, and the private sector, three types of partnerships will figure more prominently in the
implementation of the Sitegy: (i) supporting clients throudimowledge platformghat include a

wide variety of external partners; (ii) cooperation and coordination spétialized organizations

in the provision of technical assistance and services, such as the World Cusgamizadon, the
International Trade Centre, aiitkport Credit Agenciesand, (iii) collaboration and coordination

with other international organizations and the international business community to pytmbdé

public goodsespecially crossountry datasts and related tools

Innovation: The Trade Strategy will continue to support innovation in trade support, much of
which is already happening acr o-tsnfinahce prodRiS . For
for supplier financing will use reverdactoring to provide better access to working capital at
competitive rates to firms in developing countries, many of which are MSMEs. Also, MIGA is
focusing the growth of its business on being the political risk insurance provider of reference for
O0smarot ewts in diffi cuivdlueandcordatvexpropeddls, supporting |

Flexibility: The Trade Strategy will be impteented over ten years with the four priority areas
currently identified being the focus of work for at least the next five. In oaedlow for the
possibility that trade priorities change for clients over the duration of the Strategyterim
assessment will be undertaken in year three to take sfopkogress and propose any necessary
realignments to the four pillars.

STRENGTHENING INTERNAL AND EXTERNAL COORDINATION AND COOPERATION

Implementation of the Strategy will require actions to improve coordination and cooperation across
the relevant parts of t he WBG. The trade agenoi(
areasas well as traditional border policies. Numerous units within the WBG undertake activities

that have a trade dimension. Examples of existing Regional and Sector collaboration include those

on: i) jobs the FPD initiative on employment creation through dowted and industrial
development and the flagship on job creation in the South Asia regiaargéting the poarthe

partnership on the Development Impact Evaluation Initiative (DIME) with DEC; andhaii)aging

risk, through work on food price infi@n involving the Regions, PRERoverty, DEC and ARD

Nevertheless, trade staff and skills generally remain fragmented across the institution and there is
often overlap in activities, which can lead to uncoordinated views and policy advice across the
WBG. This can give rise to coordination failures and opportunities for synergies and
complementarities may be missed. Country teams and clients may be unaware where expertise
exists or support can be sought.

While the consultation process used in formulating Strategy has in itself identified potential
synergies across the different Sectors of the Bank, there remains no formal internal coordination
mechanism at present for tradeno sector board or equivalent entity of the type that exists for

sectors andgrofessional streams within the networks. To address these challenges the Strategy
proposes four actions: (i) the development of rydar trade programs by each of the Regions; (ii)
establishing several new fc o mnermaliBank &soupvidé pr act
Trade Council to coordinate WBG trade suppatd, (iv) establishing more regular interactions

with key external partner organizations and trade practitioners.

1 The Trade Councilill not, and cannot, be a Sector Board because tsatiet a Sector. Trade is a crassting issue with
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The practices and the Council will support the implementation ofepemal trade strategies and

their work programs. The practices will center on the trade facilitation/logistics and competitiveness

pillars of the Strategy as those are affected most by fragmentation of units and skills across different
parts of the WBG. Wrk on adjustment and inclusiveness will be guided by the relevant sector
strategies, with the Trade Department taking or
to support a focus on the trade dimensions of these issues. In addition, iesReay also adopt a

practice approach to improve intRegional cooperation and coordination of trade support
activities.

A multi-donor trust fund: With the current multdonor trust fund for trade (MDTF) expiring in

June 2011, a new Bamlide trust fundwill be established to support the Strategy. While the
implementation of the Strategy is not dependent on external resources, a central trust fund will
enable the Regions and Networks engaged in trade activities teupctakde support and engage
more caonprehensively on trade issues, especially those that are of acatbeg nature. The latter
include global research and the collection, maintenance and updating e€anos$sy datasets and
related analysis and tools. The current MDTF has allowed uheber of trust funds supporting
trade work at the Bank to be reduced by rationalizing the various contributions from the different
donors under one umbrella. Use of the new trust fund will be linked to the implementation of the
Trade Strategy, through wopgtograms developed by the Regions/central units and approved by the
Trade Council, which will provide for greater strategic oversight in the utilization of resources by
Bank staff while ensuring that donor funding is allocated to the priorities thateinedl by the
Strategy. This is consistent with the 2011 IEG Evaluation of Trust Fund Support for Development
An Evaluation of t he Wo rvwhith r&&ammientls thafftheuBaitk andu nd F
donors agree to a more strategic and disciplined apprtmaBank acceptance and management of
these funds.

RESULTS FRAMEWORK

The Strategyidentifies three broad categories of results: (i) results byMB& (operational and
organizational effectiveness); (WWBG-supported results in client countri@aitcomes and results
in the main priority areas of the Trade Strategy); &nglindicators of global progress (aligned
with WBG overall objectives).

traderelated tasks being undertaken by many of the Sectors as part of their work programs. Consequently membership of a
Trade Sector Board would be too large to be efficient. The formation of a ToagheiOwill allow the process of strategic
oversight to be efficient while making WBG support for trade more effective.
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TRADE AND THE WORLD BANK GROUP

Trade is an important part of the economic growth agenda of developing caumirags than 65

percent of Country Assistance Strategies include trade or-tetdamted activities in their programs.
Yettodatete WBG has not prepared a for mal Trade Str
has been driven by demand from clients and guided by the 1987 World Development Report; the
1988 Development Committee paper on trade; the section on trade adjustment lending
Operational Directive 8.60rior to 2001; and, a 2002 Board report on trade.

This is therefore the first Trade Strategy for the WBG. It is intended to inform and guide the
WBGOs programs on i nternati.olnlays$outtprnodydaeeasdor e r t he
lending, technical assistance, and policy advice for the WBG in the trade area.dtoasizs a

framework for monitoring and evaluation of resuleand for improvinginternal and external
coordinationin the delivery of trade programs and assistance.

1. A CHANGING TRADE L ANDSCAPE

Trade is a key driver of growth and developmeNb country in the last 50 years has sustained
high levels of growth and significantly increased per capita incomes withoutygex@anding
trade. Trade allows countries to exploit their comparative advantdgeermits firms to sell to
customers in any country and to sougmods, services and technologfesm the most efficient
suppliers, in the process generating better jhd raisng household incomes, thus helping to

reduce poverty. Whil e trade has only temporar.
indirect productivity effets associated with openingarkes to new imported varietiesf goods
accountfor 10t 5 percent of the typical countryos per

and Weinstein, 2010).

Developing countries are new drivers of global tralade grew rapidly in the 1990s and 2000s
(Figure 1, driven by a mix of technological change araiqy reforms(Hummels, 2007; WTO,
2008).Global merchandise trade in 2009 was some $13 trillion, up from $3.5 trillion in 1990 (in
constant dollars). Developing countries account for a steadily increasing share of the global total:
their volume of exportsose more thafour-fold between 1990 and 2009. Between 2000 and 2009
their exports rose by 80 percent, compared to only 40 percent for theasalavholé The rapid

rise of SoutkSouth trade in the last decadea reflection of th@ew market oppounitiesthat have

been created

China has become the worl dds | argest exporter
(PPP) terms by a significant margin in 2020 (with India projected to be‘tleedst after the US).
The growth of Chinasignfiant |l y changes the fAtrade | andscape

China, together with large, rapidly growing nations such as Brazil, India and other -miciufiee
countries, creates major opportunities for diversification as well as likely prodpeasstained
higher prices for natural resourbased export@Canuto and Giugale, 201@But these nations are

2 http://www.wto.org/english/thewto_e/coher_e/mdg_e/development_e.htm.

®Low and middle income countries6 share in total worl d i mpor
2008. The global import share of the BRICs more than tripled, from 4 percent to 12 percent. Consequently, high income
countries nowaccount for less than 70 percent of world imports, compared with nearly 90 percent a little over a decade ago
(Hanson, 2011). During 20008, Africabd6s exports grew by 18 percent per y.
income countries, witlxports to the BRICs increasing by over 30 percent per year during this period.
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also a potent source of competition, putting greatessure on firms in other developing economies
to improve productivityand reduce their cts as well as making it more difficult to attract FDI.

Figure 1. Trade integration has been increasing steadily, as has Sou8outh trade

Total trade as a Percentage share EEERImports from the South as % of
percentage share of GDP as indicated total world imports
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The structure of global prodction has been transformedWhile many firms have had
international operations and trading relationships for decades, global value @B®i@s) have
become much more prevalent and elaborate in thelpasl5 years.Ther expansionhas created

both new opportunities and challenges. Characterized by ever more refined degrees of
specializationGVCs have allowed developing and developed countries alike to better exploit their
respective comparative advantages.

Enteringinto GVCs requiresconsiderablecompdence on the part of suppliers and a capacity to
costeffectively move goods to where they are needed according to tight manufacturing schedules.
GVCs contain tightly integrated activitieoften managed on a d#&g-day basis. Jush-time
manufacturing pactices mean that firms and workers in widely separated locations affect one
another more than they have in the past. Moreover, this form of production is more sensitive to
disruptions in trade creditif component exporters cannot get credit, then askFmbannot get

parts, and the production cycle is interrupted. Even a limited financial disruption can affect the
entire chain.Postcrisis, evidenceoints toGVCs being geographically consolidated (Milberg and
Winkler, 2010), contributing to fiercer cquatition for developing countries seeking to enter or
upgrade within a value chaihlew strategiesare neead for developing countries to benefit from

the growing importance of these production networks éDatt, Gereffi, Staritz, 2010).

Many countries continue to depend on a small number of expaviany countries have benefited
greatly from global integration, using trade and FDI as elements of a successful growth strategy.
Many of the most dynamic developing countries have integrated5MCsi often associated with
inward FDIT and become exporters of parts and components as locations for assembly of finished
goods. Othersespeciallyleastdeveloped countried.DCs), have benefited lessot shifting away

4 The value chain describes the full range of activities that firms and workers do to bring a product from its conception to it
end use and beyond. This includes activitisshsas design, production, marketing, distribution and support to the final
consumerThe activities that comprise a GM&n be contained within a single firm or divided among different fimmey

involve goods or services, arate ofterspread over a laegnumber of countries.
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much from traditionalexports of primary commodities Most continue to rely on a highly
concentrated export bundlesomprising mainly natural resources and agriculturpfoducts,
exported to just a handful of marketsdeed, the share of minerals and fuels in total LDC exports
standsat some 67 percent, up from 43 percent in 2000 (UNCTAD, 2(N0gh of the trade
dynamism of developing countries as a group is driven by Asian economies, which have
collectively more than doubled their share of global exports since 1990. Other regienseka

much smaller increases in market shaest of the receniAfrican trade growth is due timcreases

in natural resource expgrtboth in volume and value (better ternigrade).

Low-income country export structures are often highly concentrat#dynly in terms of products

and markets (Cadot, Carrere and Stra€elsn 2011) but also in terms of the number of exporters
(Freund and Pierola, 20LExport diversificatiod remainsa key meangor developing countries to
leverage trade for growth. the last decade a much better understanding has developed of the links
between diversification and economic groWwttiversification is also a means to hef@anage the

risks thatcancome with opennes€ountries with more diversified export bundles exrabweaker

link between openness and increased volatility of ougpotvth (Haddad et al., 201070 some
extent, the process afiarketdiversification is already well under way with the rise of SeStiuth

trade. There is stilgreatscope, however, toniensify the process, and in particular to further
diversify atthe productevel.

Trade in services, particularly business services, has become a dynamic component of trade as well
as a source of export diversificatibor manydeveloping countries. Durgn2000i 2007, trade in
services grew as fast as trade in goods, at an
well known: exports of software and business process services account for approximately 33
percent of | ndi ether countriesdhdve asr ipooeasedsservicksaexpyrts, beit the
remains significanscope for further growtfCattaneo, Engman, Saez and Stern, 2010)

Openness brings opportunities, but also vulnerability to global shodk#obalization creates
immense opportunities for countries to leverage global demand for goods and séndtiesis
countries to benefit from the knowledge and technologies that have been developed anywhere in the
world, whether embodied in machinerytarmediates, FDI or peoplét the same time it greatly
increases the need for governments to ensure that citizens are able to benefit from these
opportunities: workers must be able to acquire the needed skills; firms need to be able to access
credit to fnance profitable investment opportunitiasd,farmers need to be connected to markets
(Porto and Hoekman, 2010). Greater openness also increases the vulnerability of countries to global
shocks, with potentially major adverse consequences for the pbotesstholds that do not have the
savings needed to survive a period of unemployment or shasnftile pricesf their outpus (and

thus incomes) resulting from global competition. The recent financial crisis demonstrated the
importance of complementingreater openness with domestic policies and mechanisms to help
poor households (Haddad and Shepherd, 2011). Commodities are experiencing strong and sustained
demand from developing countrids especially China. Price prospects looking forward are strong

in energy and agricultat markets alike. Although this is good news for commodity exporters, for
agricultual commodity importersfood insecurity could have severe implications for their
populations, particularlgmongthe poor.

Tariffs are no longerthe centerpiece of the policy debaf€he policy responses to the recent crisis
suggest that the incentives to use traditional trade policies have changed. In contrast to the last

®.e. producing and exporting existing products to new markets and new products to new marketsa(ted egtensive
margin of trade).

b See e.g., BrodandWeinstein (2006); Felbermayr and Kohler ( 2006); NewfarrShaw and Weenhorst (2009); and Broda,
Greenfield and Weinstein (2010).
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global recessiann the early 1980ghis timethere was no widespread restmtuseimport tariffs

and quotaso support domestic production (Evenett, Hoekman and Cattaneo, 2009; Kee, Neagu and
Nicita 2010) Instead, the focus of policy was on supporting domestic demand and providing
specific industries with financiassistancelnsofar as trade policies are being used extensively in a
manner that distorts global marketisis is largely limited to agriculturd including both import
protectionandexport restrictions by net exporting countries.

This does not mean that import té&ifand other border barriers have become irreleviaot.
example, barriers frequently arise in those African countries where tariff peaks persist and in those
sectors where ad hoc import bans and quotas are sometimes used to ensure domestic production is
consumed first. Concluding the lomgnning Doha Round of trade negotiations would provide a
boost to the world economy. It would create greater security of market access, through the
negotiation of policy disciplines such as placing tighter limits ongtevel of permitted tariffs and
outlawing agricultural export subsidies. The primary deliverable would be policy bindings
enforceable commitments by governments that they will not raise production/support for domestic
industries above a given level andll not use certain policies at all. Maintaining an open trade
regime is, therefore, an important foundation for the global recovery and the necessary reorientation
of global supply and demand. This is especially true for developing countries as soapang dn

export markets to finance growstimulating imports of goods, services and technologbrse
reflection of this is the engagement of governments in reciprocal preferential trade agreements
(PTAs), which have come to be the major focal point fdernational cooperation on trade and
investment policies. In contrast to the PTAs negotiated in the 1990s, the recent agreements seek to
integrate markets for services and investment as well as for goods. Much of the policy focus of
PTAs 1 including those between Ilowincome countries i centers on regulatory
cooperation/convergence and actions to reduce trade costs. The latter is particularly important for
landlocked countries.

More generally, reducing the cos<tsandhobseholdsita mi t t
markets and supply chains is critical for trade opportunities to generate the investments and
economic activities that will help to reduce poverty. Disciplines to reduce such costs are on the
agenda of the WTO (e.g., disciplines omade and investment in services, NTBs and trade
facilitation) but are increasingly taking cent e
often also a critical domestic constraint, especially in large countries and island economies.

Longer-term challenges loom on the horizor€limate change poses major challenges of mitigation

and adaptation for developing countries. There are likely to be important consequences for patterns
of production and trade in agricultural products and for food sec@iitpaterelated policies may

have implications for trade, especially if they involve direct interventions at the border. Trade also
offers opportunities to adapt to a changing climate, including through the acquisition and use of
technology.

In short, developing country policymakers now confront a more complex trade agenda
international trade negotiations increasingly revolve around beheddorder regulatory policies
not just import tariffs. Also, the findings of researcehow that trade success iet@rmined by
behindthe-border factors such dsw internal transactions and transport costs affidient access

to quality services inputé.g.,Djankov, Freund and Pham, 2018n implication is thatraditional
trade policies (tariffs, NTBs) are ladgeineffective instruments of industrial or economic
development policyPack and Saggi, 200Blarrison and RodrigueClare, 201{.

Anotherimplication is that the international trade and investment policy agewdaasinglylies
outside thdraditionaldomain of trade mistries. Instead it spans a plethora of policy areas that are
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the responsibility of other parts of government, including a variety of regulatory agencies. These
bodies often do not consider the trade repercussions of their actionshdllenges of assessing

and understandinghe impact, identifying possible modalities for international cooperation to
reduce trade costs without undermining the attainment of regulatory objectives, and obtaining a
national consensus on policy reforms thall support larger, more integratedarketscan be
daunting even for OECD countrieket alone forpoor developing countries with limited human
resources and administrative capacity.

2. CHANGES IN WORLD BANK GROUP TRADE ACTIVITIES

The change in the globaktle landscape was reflected prominently in consultations that were held
during 2010 on tis Trade Strategy. The WBG has already significantly changed the focus of its
trade activities in the last decade as a result of changing demands for assistanckefsm c
research results and the findingglu# 2006 IEG evaluation of WBG trade programs and projects.

During the 1980s and990s, trade activities focused to a great extent on trade liberalization and
structural adjustment, often as part of macroeconomic stabilization prograsigjovernments
reducedariff barriers to trad€see Figure 2)behindthe-border policiehave beomeincreasingly
_ _ _ _ _ prominent. A 2001
Figure 2: Tariffs have stead.|ly f_allen acro_ssall countries, lowincome to Development Committee
high-income alike paper reported that
Avirtually al/ o]
: : countries are paying
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trade costs for firms and
improving t heir access to key inputs, i ncluding nAbe

assessments of the poverty impact of trade integration related ref@omnsry assistance strategies
( CASs) refl ect t he WBGO6Ss i nanareahedehindthesbongeb asi s o

"Objectives of the Bank6s work on trade policy reform and an
and World Bank (1989).

8 World Bank (2001b). Progress reports e Board initially prepared quarterfy were presented by the trade units in DEC,

PREM and WBI. The most recent report was presented in August 2009.
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policy agendd. Trade components of CASs approved during FY2Q089 most frequently
identify trade facilitation as an important issue, followed closelyekport competitiveness, as
shown inFigure 3 (World Bank, 20094

The 2006 IEG evaluation of
World Bank support for trade
The WBG trade program to date
Share of CASs that has been guided by the 1987
address each pillar World Development Report, a
pi 1988 Development Committee
40% paper on trade, & section on
gg?f trade adjustment lending in
5 Operational Directive 8.60 prior
20% to 2001, and a 2002 report to the
15% Board on trade. In 2@) the IEG
rel eased tA¢sessing epor t
World Bank Support for Trade,

Figure 3: Major Trade Themes in CASs
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Trade Export Regional  Trade Policy and 198472004, o a compr eh:
Facilitation ~ Competitiveness  Integration Agreements revi ew of t he Bank
programs:* IEG applauded the
Source: World Bank2009 Bankos reengagement

trade agenda that commenced in
the early 2000s, noting that expanded research, analytical, and cdpaldiyg activities had
helped the Bank become more closely identified as an advocate of poor caumtri@de issues at
the global level. The IEG report found that trade liberalization often resulted in increased
productivity growth, but that export supply responses and distributional outcomes were mixed. The
report argued that the Bank paid insufficiemitention to traderelated operationsc ount r i es o
external environmesf and to complementary policies that can improve their competitiveness in
world markets. Consequently, many countries had not been successful in translating tariff
liberalization intodynamic, fasigrowing tradable sectors. IEG recommended including systematic
poverty assessments of projects with trade policy components, greater formalurstoss
collaboration to address mu#ectoral issues (e.g., poverty, agriculture, and servieee)tr and
strengthened knowledge management.

These recommendationkave been taken on board and will be pursued further through
implementation of this Strategy. Since 2005 the Bank has undertaken a significant effort to assess
the poverty implications athanges in trade policy and more generally the linkages between trade
and poverty? This includesnumerous Diagnostic Trade Integration studies done by the World
Bank in the context of the Integrated Framework ToadeRelated Technical AssistanceThis

® The CAS is determined through dialogue with governments and stakeholders in borrowing countries anthelgfiiwity

areas for WBG support.

YWorld Bank (2009b) provides a detailed description of recen
™ Independent Evaluation GroupssessingWorld Bank Support for Trade, 1987004, CODE200®114, 206. Earlier
asessments that cover the trade reform programs and the assistance provided by the World Bank in the broader context of
adjustment lending programs include World Bank (1992) and World Bank (2001a).

2 This took the form of an extensive research programgimgjlon the methodological framework developed by Winters

(2002) and Winters, McCulloch and MacKay (2004). The results of this research can be faumuiber otdited volume$

Hertel and Winters (2006); Hoekman and Olarreaga (2007); Porto and Hog@ié) and Aksoy and Hoekman (20103s

well as in numerous working papgereportsand jounal articles, e.g., Nicita (2099Porto (2005, 2006, 200&@hd Porto,

Chauvin and Olarreaga (2011) addition to this research, the Bank (in cooperation wittnpes) undertook a large number of
Diagnostic Trade Integration Studies for LDCs, which included a focus onpoadety linkages.
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work led to the conclusion that the direct linkages between trade and poverty are limited in the
sense that the effects of changes in trade policies will generally not generate large effects for poor
households, whether positive or negative, because detinpiass through of price changes and the

fact that changes in prices due to changes in trade policies are mostly small. More important are
complementary measures to allow poor households to benefit from new-ipoliced trade
opportunities and measurés help manage large world price changes and volatility caused by
exogenous shocks and global market developments. One result has been that WBG operations now
focus much more on actions that will benefit the pbadncluding projects to reduce the trade
tansactions and information costs that | imit th
trade facilitation, infrastructure, etcMany of the tradeelated lending operations in recent years

have focused on enhancing competitiversess lowerirg trade costs, as opposed to traditional trade
liberalization. The potential adverse consequences for poverty of such operations are typically
limited; instead the challenge is to overcome resistance by groups that benefit from the status quo
policies (whogenerally will not be the poor) and to make the benefits of such projects more
inclusive.

TheWBG has also made progress in pursuwaligboration across sector units. In the context of the
internal reforms several new communities of practice are emengingecing specialists from
different parts of theNVBG, notably in the areas of trade facilitation, services tragegculture

(food prices and securityand export competitiveness. Internal training programs have been
strengthened, as have systems fbarsig knowledge and experience among staff. A Trade
Department was created in the PREM Anchor in 2008, and Regional Integration Departments or
Advisors are now in place in most Regioitowever, to date no formal set of arrangements
between operations, tweorks and the Trade Department has been put in place. This Strategy
proposes to do so.

The Bank has in recent years undertaken a major effort to expand both devekrgnd global
analysis of trade issues through numerous diagnostic studies and krewledgcts. Much has

been learned about the practical barriers and constraints that affect the ability of firms in developing
countries to compete and grow. As noted, this has already resulted in a substantial shift in the focus
of Bank programs and projeg but the changes in the trade landscape summarized in the previous
section imply increasing demand for assistance and-tedded support by the Bank and other
development partners in policy areas that are increasingly-dioiénsional in nature.

The World Bank Group is just one provider of assistance on trade issdeswumber of other
international organizations engage in trade activities and provide significant support to developing
countries. These include the IMF, WTO, numerous UN agencies amihlgeal entities, the

regional development banks, the EU as well as bilateral development agencies and international
NGOs. To some extent the activities and services of these entities overlap with those of the WBG.
The launch of the Aid for Trade (AfT) itmative at the 2005 WTO Ministerial meeting in Hong

Kong, SAR, Chinaprovided a focal point for greater concentrationioand coordination of
assistance to developing countries to bolster their trade capacity. In the last decade there has been a
greate focus on increasing the coherence between global trade policies and trade assistance,
ensuring that AfT is allocated to priorities that are established by national governments, and
avoiding duplication in responses in addressing priority trade needsvefo@ing countries. The

creation of the Enhanced Integrated Framework (EIF) for wreldéed assistance for LDCs was an
important milestone. One motivation for the Strategy is to identify the areas in which the WBG has

a comparative advantage and whetteecs are better placed to provide support. The consultations

on the Strategy suggest that clients and partne
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centered on its financing capacity, its wislgread country presence, broad research and aadlyti
expertise and its muigectoral capacity and reach.

The challenge | ooking forward is to capitalize
years by responding to increased demand by clients for operations and assisting task managers in
the Regions with timely analysis, updates, project identification and delivery. Doing so requires
improvements in how the institution organizes itself to help client countries and operational teams
make better use of existing knowledge and deliver assestainceal time in each of the priority

areas. It also requires a stronger focus on ensuring that Bank support in the specific areas of the
trade agenda is not limited to narrovigplemented technical activities. Trade is part of the core
growth, inclusionand sustainability agenda at the country level, which implies that work on trade
competitiveness, diversification, market integration, poverty reduction and making the gains from
trade more inclusive, must be integrated into national development stsategie associated
programs. The Strategy aims to help the Bank achieve these objectives through more effective
exploitation of synergies between Sectors and Regions as a result of new coordination and
collaboration mechanisms, and better use of externtdgyahips.

3. L OOKING FORWARD: STRATEGIC PRIORITIES IN TRADE

This Strategy is intended to inform and gui¥®G programs on international trade for the coming
decade. It lays out strategic directions and pgi@itas for lending, technical assistance, asiity
advice. It also provides a framework for monitoring and evaluation of results achieved and for
managing internal and external coordination.

The Strategywas developed through extensive internal and external consult&tiérmncept note

was circuléed for internal review by the Operational Vice Presidents in December 2009, and a

revised note was discussed by the Committee on Development Effectiveness (CODE) in March
2010. Using the concept note as a basis for discussion, staff held consultatingsneith a wide

range of stakeholders during the spring and summer of&2@dih government authorities (from

both Part Il and Part | countries), the private sector, civil society, international organizations, and
academia. The consultations were instrutakeim gathering feedback on pASBG trade programs

and where priorities should be pladedfutureones

The Strategy takes into account the changes that have occurred during the past decade which have
important implications for how developing coungriattempt to integrate into the world economy
and use trade to advance their national development strategies.

The Strategyidentifies fourpriority areas
1 Enhancing trade competitiveness and diversificatiotieveloping country exports

1 Reducing trade costs through supporttfade facilitation transport logisticend trade
finance

Supporting gpanded market access andternationakrade cooperation; and

Managing shocks and making the gains from trade more inclusive

13 Annex 1 summarizes views expressed during consultative meetings and Bank Group responses. A full listing od meetings
including lists of participants and summaries of interventioal®ng with feedback submitted directly to WBG is available
from the Trade Bategy website: www.worldbank.org/tradestrategy.
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These four areas of focus were raised repeatedly in consultations and take into consideration the
comparative strengths of the WBG relative to other providers of financial and technical support in
the trade area. Achieving progress in all four areas igarto attaining the overall goal of the
Strategy: to better help developing countries use trade as an instrunerddsive growth. These

areas are also key for the realization of the objectives laid otgcent regionaWorld Bank
strategies. Thyghe newStrategy for Africa has the vision of an Africa that in ten years time will
have a pecapita income50 percent higher than in 2016 a considerably more diversified
production mix a share of world trade that is double what it is today (growing percent)
supported by regionally integrated infrastructure that provides services at globally competitive
costs.Si mi | ar | vy, MENAOGs strategic directions pape
integration and competitiveness in order to @egtportunities for growth and jobs.

The extent to which WBG support in each of these four areas is achieving results is measurable, as
described by the resulfeamework discussed below. The instruments that will be used to achieve
and monitoresults hclude impoving trade knowledge and tootspmpiling crosscountry datasets

on policies and performance measures; research and analyticafinankjng of trade projects and
programs at the country and regional lev@nding, technical assistancegrd, strengthening
coordination and collaboration within the WBG so as to assist in the implementation of regional
trade work programs.

Two overarching implementation principles will guide the pursuit of these priorities.

First,improving internal coordinaion and cooperation across the relevant parts of the WBGe

trade agenda spans multiple fisectorso and dome
policies. A result is that trade may not be considered in the design of projects and programs that
have an important bearing on the ability of firms and farms to benefit from trade opportunities, be
theyin transport, agriculturghef i nanc i al sector, and so forth. I
reflecting the fact that trade is inherentlgmss-cutting issue Numerous units across the various
networks undertake activities that have a trade dimension, including Finance and Private Sector
Development (FPD), Agriculture and Rural Development (ARD), Transport, ICT, Regional
Integration Departmentgin Africa, South Asia, and MENA), Investmer@limate Advisory

Services CIC- FIAS), IFC, PREM, DEC, and WBI. Many of these entities have both central and
regional units. A consequence is that coordination failures can easily occur and opportunities for
synergies and complementarities are misSethe formulation of the Strategy has helped identify
potential synergies across the Bank through the consultation process. For example, in the Africa
Region a work program is being developed on regional trade in food staples to ameliorate the
effects of inceasing global food prices. With PREM taking a coordinating role, there has been
strong interest from staff in other Sectors of the Bank to pursue and participate in this activity.
Nevertheless, more needs to be done to strengthen internal coordinatiaden8pecific internal

14 e per capita GDP growth rates eftdercent a year for at ledd countries over the ten year perisde
http://go.worldbank.org/0PJIBZYPGO

15 http://siteresources.worldbank.org/INTMENA/Resources/MENA_Strategic_Directions_2009.pdf

18 A similar challenge confronts governments: one reason why-tedded investment and policy reform priorities can receive
inadequate attention by governments is that Trade ministries often do not have the mandate or the capacity to provide the
neededrdcnation services. 0
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coordination mechanisms are proposed below to address this issue. These mechanisms will also
help to link theStrategy to other sector strategtés.

Secondly, a continued emphasis on knowledge generation and analysis, and on monitoring and
evaluation of results.The Strategy consultations revealed that the provisioncrafsscountry
datasets and the research and analysis undertaken by the WBG at both the country and
regional/global level arehighly regarded and appreciated. féhevere frequent calls fahe WBG

to continue to build on its established track recorcpaviding high-quality analysis to support
advocacy for global cooperation in the trade area to promote develo@ndnto continue
disseminating this widely through intensive outreach activifiésre generally, determination of
priorities for traderelatedprojects, programs and policy reforms needs to be informed by objective,
evidencebased analysis. The same is true for effective monitoring and evaluation of the outcomes
of WBG activities and support.

Figure 4: Exporters in developing countriesstand less tharhalf
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Other

These strategic priorities are in
line with the 2010WBG Post
Crisis Directions (PCD) paper.
The PCD highlights the new
challenges that have emerged:
the need to foster muipolar
growth; respond to complex
global interactions; and,
anticipate risks, potential new
shocks and crises. The PCD calls
for suppoting the expansion of
global demand by creating new
markets and opportunities in
emerging countries;
strengthening the global trading
system while minimizing
protection; responding to
agriculture and food security
needs; and, managing risks from
increasingglobal integration.

FOUR PRIORITY THEMES FOR WORLD BANK TRADE SUPPORT ACTIVITIES

9 Trade Competitiveness anDiversification

Increased empetitiveness, through employment generation, is central to harnessing private sector
growth for sustainable poverty nection and, ultimately, wealth creatiomhe objective of this

pillar is to leverage global trade opportunities for the poor by increasing the number and value of
exports, the number of export markets, and the survival rate of exporters. It will alsatsuppo

1 The Trade Bategy supprts objectives in a number ok&or strategy paper&xamples includehe Transport Business
Strategywhichcal | s for work on the institutional i niébnrP&s, which ct ur e
includes a focus on linking farmers to markets and strengthening value chains, and recognizes that food security is linked
closely to trade integratiorgnd the Energy Strategy approach paper, which highlights the role of energy tradetingme
demand, addressing energy security, and mitigating climate change. The Environment Strategy consultations (currently
underway)include a focus otax and regulatory measures that have implications for trade flows and trade agreements.
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domestic reforms for creating conducive policy environments for growing poor households, farms
and small firms out of the informal sector by graduation into the formalformas in developing
countries cannot exploit opportunitisedomestic nor expbmarketsf they are burdened by costs

that are out of their control and that make them uncompetlivep or t er sd sur vi v al
for export competitiveness) vary tremendously across counfigsré4).

Low survival rates can indicate high mality of startups, many of which incur sunk costs which

are lost upon exit. Low firm survival also increases volatility in the incomes of the poor employed
by those firms that fail prematurelyndreasg the ability of firms and farms to competequires
addressing coordination failuresdincreasing their access to higher quality and lower cost inputs

of both goods and services. In part the agenda revolves around complementing broader efforts to
improve the business environment with more proactive igslio address market and information
failures. This may include measures to connect producers ®@s and become suppliers to
foreign firms that have invested in the country. A recurrent message from the consultations on the
Strategy was a demand thaetWBG go beyond efforts to helpprove the investment climate.

A key focusof activities in this area is to assist countriesliteersify exportsboth in terms of new
products and in penetrating new geographic markéssy lowincome countries continue to rely

Figure 5: Export diversification in goods has more Figure 6: MENA diversified export markets by 25%

than doubled for all regions and exported products by 18% in 15years
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heavily on a small number of parted products. Although manyow-income countrieshave
registered large increases in the number of prodinetg export(Figure 5 andFigure §, new
products often account fgust a very small share of total exports. Countries have generally
achieved greater diversification across markets than across prodietsrecent crisishas
highlighted the critical importance of diversification in reducing tisks of volatilityin global
demand Evidence suggests it is not natural resource dependence per se that sniskaseit

rather the concentration of exports (Lederman and Maloney, 2007). Indeed, with the demand for
commodities rising and likely to be sustained over the medium term, diversificatidn
agriculturalandmineralcommodities is risingn the agenda of lovincome countriedncreasingly,
services trade has also becomeraportantsource of export diversification.

There ae three types of activities that will be undertaken. The first centetseoaconomywide
incentive frameworkthat is created by prevailing policies and regulation. This includes the real
exchange rate, traditional trade polictbat impede imports andward FDI,and determinants of
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firm competitiveness and productivity such asess to efficienthproduced backbone services.
Countries where firms have to pay more than their competitors for endiggnce,
telecommunications, customs services, trartspagistics, and business registration and operations,
will find it increasinglyhard to competen global markets®

A second area of focus witleon trade in
Figure 7: Services exports grew the most in South Asia, ~ Services i both crossborder trade in

20002008 digitized commercial services, business
process outsourcing etcand trade that
Average annual growth rate . .
between 2000 and 2008 involves the movement of services
25% suppliers, whether of natural persons (e.g.,

o i o jal @ i . .
Services OOther Commercial @Other Business __| professmnals) or enterprlses (FD.B well

as consumers (tourismpervics are a
15% critical determinant of growth, and trade

10% in services can result in improved access,
lower prices and higher quality inputs for

5% firms (Hoekman and Mattoo, 2009).

0% . . . . . Exportsof serviceshave been dynamic in

20%

Latin  Afica MENA EastAsia ECA  South most countries but there is scoper fo
America Asia further increasindgheir growth (Figure7).
Source: IMF Work in this area includes a focus on

monitoring and analyzing policies
affecting trade and investment services and designing interventions that will facilitate greater
trade. Research has shown that inward FDI in services is a key channel for new knowledge and
technology, and can have a significant impact on the productivity of firms that use services as
inputs (Francois and Hoekman, 201Mpreover, serviceare an important source of job creation
increasing labor productivity in services requires investment in skills, improvement in labor
regulations that protect workers while allowing firms to grawgd moving firms from the informal
sector to the formal sector. Services trade can also help reduce volatilihe recent financial
crisis, trade inbusiness and other private services proved remarkably resilient as compared to the
steep fall in good#rade (Borchert and Mattoo 2010).

The third set of activities revolves around thesign and implementation of specific actions to
address market and information failurethat prevent thexploitationof agglomeration economies

and interindustry externdlies. One example is assistance to promaigherence to international
standards for products and business manageth@&his increasingly goes beyond product quality
certification and related metrology and enforcement institutiassbuyers (consumers)eseto

source fromAgreerm supply chains and firms are incentivized to redtiegr carbon footprints in
logistics, warehousing, packaging and handlMrk in this area will also extend to measures
aimed at assisting or promoting certain types of aawsjtiattracting and regulating FDI;
encouraging the establishment of linkages to domestic firms; and, the targeted use of government
procurement.

Achieving successful and sustainable diversification requires a mix of public and private sector
activism to address coordination failures aagport theentry of firms into new activitiesBe it in
electronics in Malaysia and Singapore, car parts anehdsyg in Morocco or central and eastern

8 See, e.g., Ater (1990); Limao and&hables (2001); Noland and P42K03); Anderson and van Wincoop (2004); Bolaky
and Freund (2008).

18 Chen and Mattoo (2008), Shepherd (20@)ubala, Shepherd and Wilson (2009), BettugaiPerez, Reyes, and Wilson
(2010)assesghe importance of international harmonization of standards for expanding trade flows.
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Europe, wine from South Africa, salmon from Chile or fresh asparagus from Peru, goverinments
some cases with support from international doriolgve played an active role in creating the
foundation for sustainetlade expansion and job creati@@ox 1). The success stories have proven
difficult to replicate, however, as the associated interventions require a certain level of institutional
and governance qualitynd are generally conditional on a variety of comyatary factors
(educational atainment; infrastructure; etc.) being in place (Pack and Saggi, P@®@hallenge is

to identify interventions that can be replicated under different circumstances.

The approach that being developedot meet demarslfor more specific support will revolve
around national publiprivate competitiveness partnerships with the aindevelopng industries

that can compete effectively in global markets. This approach is being developed by FPD as part of
its restructuring intaylobal practices that cut across regions. Under this approach, governments,
firms, and other market players will jointly identify areas of comparative advantage and the
constraints that inhibit firms from competing effectively. Once identified and agtieed,will
establish a formal competitiveness partnership which will define and initiate a targeted Action Plan
to systematically remove constraints. The WBG will support the competitiveness partnerships
through diagnostic and technical analysis, lendingratons (to the government) and direct
investments with the private sector (through IFC).

Box 1: Export success in developing countries and the impact of specific interventions

Stories of export success in developing countries have been growing esthedrs, and so has the econo
significance that they entail fg
some developing countries. F
instance, the netraditional

$ millions  Market-led intervention and development aid

catalyzed a surge in non-traditional agricultural

250 exports in Peru agricultural sector in Peru is fille
with stories of export success a

200 has grown sevefold over the
Canned period 19942007 (Freud and

Asparagus Pierola, 2010). Stories like that
150 asparagus in Peru and mangoesg
Mali are becoming more widel
100 Paprika known and are being analyzé
further to better understand tf

Canned o °> . es driving factors and enable lesso

50 ArtichokeT% oy _p to be learned. These export succ
Mango - <€itrus  gtories seem toebexplained by g
o Avocado  combination of different factors

Y T some with general characteristi
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

such as the removal of trag
Source: Freund and Pierola (2010) barriers, specific resourg
endowments, etc., while othe

have an idiosyncratic nature (Easterly and Reshef, 2010). In some cases, speniniions by the internation
donor community in the form of investment in the discovery process or in the value chain of exportable f
were crucial and in that sense, there is an important role for them. We present two of these cases below.

The development of the ndraditional agricultural sector in Peru is an export success story that started w
development of fresh asparagus and then spread to other crops. The story of the development of fresh a
one where private sectoriint i ati ves and donor aid (USAI D) we

explored options to replace traditional crops with export crops and with funding from USAID, many produc
studied. Of them, asparagus was the most profitable and, sislta aenew variety of asparagus seed for export
introduced successfully. After some time exports of asparagus took off. This development strengthe
awakening of a very dynamic class of Peruvian entrepreneurs. Afterwards, other crops, eaattiodthrgstories,
started to develop. Today, this is a sector with high sustained growth rates of exports and where exporters
exploring opportunities for growth (see figure). The increase in exports efaditional tradables was reflecte
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in the share of total exports (excluding main export commodities).

In Africa, the development of mangoes for export in Mali is a well known case of export success. The ex
fresh mangoes have increased-feixl in the period 1993 2008 (World Bank,2010). The story behind thi
success is one of close partnership between the government, the international donor community (US
World Bank), and the private sector. In the 1990s, the government decided to implement a strategy (¢
diversification, particularly toward higivalue, nortraditional agricultural products. They focused first

mangoes due to the favorable natural conditions for the crop in some regions of Mali and to the rapidly
demand for mangoes in Europe. Given the sizb®flemand in Europe and the transport limitations in landlo
Mali, an experiment supported by the World Bank and USAID was put in place whereby amoulsi
transportation system (involving a combination of road, rail and sea freight) was testeghénsbép with private
operators (Sangho, Labaste and Ravry, 20183. a result, a coldhain system was developed, phytosanit
improvements were made, certification and traceability programs were implemented, and training in

management practiseand posharvest handling was offered to Malian agricultural workEsgorts of mangoe
have now been able to reach the European market in a more efficient manner while improving the inc
employment opportunities in the production areas in Mali.

9 Trade Facilitation, Transport Logistics, and Trade Finance

The objective of this pillar is to reduce the costs of tnadated transport and logistics and increase
their timeliness and reliabilityResearch has clearly demonstrated that high trade ttenmsaosts

are among the most important obstacles that developing couninestly face inexploiting the

trade opportunities presented by the world trading systéfbsgn, Mann and Otsuki, 2003;
Hoekman and Nicita, 2008These costsare often fixedanddisproportionately affect small firms,
farmers and the poor, prohibiting their participation in trade and limiting inclusiveness. Tackling
costsassociated with inefficient trade facilitation, weak logistics and trade finance are, therefore,
core elemats of the Trade Strategy because they have a direct bearing on poverty rediretiten.
facilitation also lowers import costghich has a direct impact on the prices paid by the poor for the
goods they consumé&he objective of support in iharea is toreduce the costs associated with
moving goodsand services, including@long international supply chains, whether these are
measured in terms of time, money, or reliability. Such costs argimlpart determined by access

to andthe priceof trade finane, a factor that has become more important for developing country
exporters, especially SMEs, following the recent crisis and the higher financing costs that will
prevail in the mediunrterm (Chauffour and Malouche, 20l Bmaller,poorer markets and SNEn
developing countries are expected to confront a more constrained financing environment in the
coming years relative to before the financial crisis, impacting on their ability to engageort

and import activies, including to sourceaw materials agh capital equipment to develop viable
growth industries and tomport critical foodstuf to help address food securiyonnecting the

poor to international markelsy lowering trade costsotentially expands their employment, income
and consumption opptomities, thereby contributing to thé&/B G 6central mission of poverty
reduction.

Priorities for trade facilitation and logistics have been evolving in the last few years and vary across
countries. Increasingly, major bottlenecks and sources of trade avest®ow often due to other

more cross cutting and complex causes, especially those associated with private sector service
providers and ineffective and amtbmpetitive regulation. As a resulind in the context of
evolving demand, needs and prioritee® shifting to include a range of new issues: broader border
management reform extending beyond customs modernizati@aking transit systems wark
improving the quality of services; and, facilitating the crbssder movement of service suppliers.

Improving trade corridors and regional trade facilitation frameworksThis is a critically
important issue for transit trade of landlocked developing countries (Ataisuthers, Smith and
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Willoughby, 201). On most trade corridors, existing or projected itwesit in infrastructure will

not deliver benefits in the absence of effective transit systems. The efficient movement of goods and
vehicles across borders and overland over long distances relies on having in place a seamless transit
system at the regionkdvel (or at the very least bilaterally between neighboring countries). While in
many cases formal regional and bilateral agreements are already in place, implementation is often
jeopardized by poor crogsountry cooperation.

In geographically large cotnes, the performance of internal corridors (or ingtand connectivity

for islandeconomies) is a key priority feeducing poverty in lagging regions and addressing rising
concerns about development digfies across regions within countriggunaka,2010) While the

focus to date has largely been on international trade facilitation reforms, recent empirical evidence
suggests that measures to improve logistics performance at theatsoal level in order to
facilitate connections to internationahtie corridors and supply chaissas, if not more, important

Improving markets for logistics serviceRegulations often reduce the efficiency of trucking
markets, while prevailing business and operating practices may interfere with the integration of
domestic supply chains into the networks of global logistics providers. Recent trucking surveys in
low-income countries indicate that differences among countries in freight costs are largely due to
the market structure for transport providers, regulatoryidrar and the degree of competition
(Arvis, Raballand, and Marteau, 2010). Rationalizing and simplifying regulations and increasing the
competitiveness of a range of service providers can enable trade to be faster and more cost
effective, thus helping atict private investment in export industries, infrastructure, as well as
logistics and ancillary services (Teravaninthorn and Raballand, 2009).

Improving border management Reform of customs administrations, policies and practices
continues to be a high priority for many countries, and the WBG will continue to provide technical
assistance in this area. However, recent survey data such as ti{gveud Bank 2010)and
analytical work bythe WBG (McLinden, Fanta, Widdowson and DoylelPOmake clear that the

focus should be on managing the border more generally, reforming and modernizing not just
customs but also focusing on other border management agencies (including health, agriculture,
guarantine, police, immigration, standards etc). Information sharing between trading communities
(e.g., freight forwardersandtraderelated agencies, in the same country or between countries, is
also emphasized.

Trade finance Access to trade credit &n important determinant of the ability of firms to engage
in trade.lFC is proposng toincrease itshortterm finance products, especially trade finance, with
its focus on frontiecountries and oMSMEs. IFC has two major trade finance programs, ohe o
which will continue to be pursued during the period of the Strategy while the other has become a

A

6sunsetd platform and is being gradually phased

TheGlobal Trade Finance Program (GTHR®avehicle to facilitate the provision of trade fir@nto

banks in emerging markets, with particular emphasis on IDA countries and smaller institutions
which serve SME clients. The GTFP has been operational for over five years, with a strong track
record of development results: sinite inception 51 perceant of the dollar volume of guarantees
issued habeen for banks in IDA countries, $rcentSouthSouth (i.e. between emerging market
banks), a third related to agribusiness, and p&Bcentof underlying trade transactions are
considered SMETo date, mar than8,400 guarantees with a median value of $164,000 have been
issued without lossBuilding on the success of the GTFP, the Global Trade Liquidity Program
(GTLP) was created in 2009 as a key IFC crisis response initiative to secure liquidity fantrade
the developing world. This is now being phased out as the financial crisis has come to an end and
the global economic recovery has begliew shoriterm finance products under development
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include Global TradeSuppler Finance (GTSF) which, through reser factoring, will provide
MSMEs in emerging markets witbetter access to finance. The target size of MSMEs reached
through this program will be smaller than those IFC can usually reach directly. In add@mieh
Warehouse Receipts program is beialied out, initially in Africa, LAC and MENA, including to

ten IDA countries. This program aims poovide better access to finance for farmers looking to
raise funds posgtarvestthereby relieving them of the necesgiysell their crop immediately, siac
harvestime is often when commodity prices aetheirlowest.

Complementing these efforts by the IFC, and in close cooperafitbnthem MIGA is in the
process of developing a Conflict Affectadd Fragile Economies Facilityhich seeks, among one

of its two main pillars, to support longerm trade finance guarantees to this set of countries. The
second pillar is to support domestic investments through the provision of guarantees, thus
compl ementi ng MI Ghofer guaranéedsiptogramn a | Cross

9 Support for Market Access andinternational Trade Cooperation

The objective of this pillar is to reduce tariff and rtanff barriers that hamper access to markets

for goods and service$n an interdependent global economy many trade challenges confronting
developing countries cannot be addressed solelyrgteralaction. Acountd s abi | ity to
trade to advance its development objectives depengarton the market access conditgthat

confront its exports and on tlextent to which it is affected by agreements that limialgity to

use specific policieNational trade policies can impose externalities, both positive and negative, on

other countries. Identifying negative bpvers and inducing trading partners to attenuate these is a

major challenge for many developing countries. There are three priorities in this area:

The first priority is to continue tengage in analysis and advocacynake international trade

rules and institutions more supportive of the needs of developing countriese WBG will
continueto examinepolicies that create major distortions in global markeids adversely affect the

poor (e.g. agricultural subsidies, including for biofuels) and advoaatéheir removalDuring the

past decade, th&/BG has supported both regional and multilateral (WTO) trade negotiations
through research and analysithe effects ofpoliciesthat have negative effects on developing
countries’ such as agriculturakexpot subsidies,restrictive rules of origin, tariff peaks and
escalation, and the implications of potentigernationaldisciplines regarding regulatory policies
affecting investment, competition, procuremethie protection of intellectual property and bio
diversity. The WBG will continue to undertake such research and analysis with a view to promoting
pro-development outcomes through multilateral cooperati®mwell as to identify policy options

that can help governments achieve desired outcoBesmplesinclude analysis to underpin
advocacy for dutffree quotafree access to G20 markets for LDCs; rules of origin reform;
mechanisms to support the opening of markets for services suppliers fremctowe countries
including through the temporary movemefmtatural personghe interaction between intellectual
property protection, trade, FDI and growth; the appropriate design of trade agreements and linkages
with AfT ( agiaulualpdicy cerind tp reduce the volatility of world food prices an
expand access to fopdnd analysis of the trade dimensions lohate change and related poligies
including the need for financial suppomechanisms and multilateral rules to address potential
negative spilloversor developing countries

An important dimension to such activities is the collection and reporting of comparable and
consistent data on applied policies across countries and on outcomes. As discussed below, cross
country datasets on trade barriers, Htenff measures and policies that affé®@| and movement of

16 | WBG TRADE STRATEGY: LEVERAGING TRADE FOR DEVELOPMENT AND GROWTH



services (such as the Services Trade Restrictiveness Index), as well as Investment Climate
Assessments are key inputs into this type of analysis.

The second priority is teupport the processes of regional integration of markd®egional trade
agreements increasingly address policy areas that are entirely new to developing countries signing
up to them. Rgional trade agreements are no longer just about tariff reductions, biterevo

i ncreasi ngl y-thabroorudnedr 0 fithadeatilli ipmodnote sdevelopment and facilitate
engagement in international supply chaj@hauffour and Maur, 2011Experience suggests that

what matters for developing countries in the design of such agreements is e\idsedeanalysis

and policy adviceon what works for economic development and the pbloe. emergence of new
global growth poles is also driving countries to form alliances with new partners. Major traders,
including the EU, China and the US, have made preferential trade agreementspecentd their

trade policies. As these largegional groupgountries pursue agreements with each other and with
smaller trading partners, it is important that governments of developing countries have access to
information and analysis concerning thdermaking options they confront and their possible
implications. The WBG will therefore continue to undertake analysis of prevailing PTAs, including

in particular a greater focus on assessing country experiences with the implementation of specific
PTA provisions on behindhe-border regulatory policies.

This is an agenda that increasingly involves efforts by developing countries to create larger,
integrated marketsSouthSouth trade arrangementsw account for more than 50 percent of all

new tradeagreements. China has signed bilateral trade arrangements with numerous countries of the
Asia-Pacific region, including ASEAN, Chile, and Pakistan. India is seeking out bilateral trade
arrangements with many other developing countri@scluding Thailand,Chile, and Mercosur

and is in various stages of considering talks with Indonesia, Malaysia, GuathKorea, Israel,

Egypt, SACU (Southern African Customs Union), and Russsis stressed in theew World

Bank Srategy for Africa, the regional ingeation agenda is particularly central for that continent, as
there is great scope for cooperation to help overcome market inefficiencies due to low scale and
alsoto improve competitiveness with the rest of the woflde same is true for other regions.

The third priority is tosupport regulatory reform and cooperatianinvestments in regional
infrastructureare key tosupport regional trade and market integration. Enterprises need cheap and
reliable access to highuality backbone services to compete effeely in output markets.
However, inadequate intgovernmental cooperation often preventsding regional infrastructure

that can realize welfare gains from regional trade. Similarly, regional cooperation on common
standards and accreditation requiesits is important for regional services trade. Of particular
importance is to assist governments to reducetanffi barriers to tradehrough streamlining of
existing measures and through the adoption of better regulatory prattieemternational Trde
Department is developing a toolkit for traimepact assessment tailored to the needs of developing
countries based on the principles of Regulatory Impact Assessment. The development of the
Temporary Trade Barriers Database by DEC has been particusefyl un identifying these
barriers, as will be the new NTM database (currently being developed in partnership with-Geneva
based agencies and regional development banks) and cooperation on services data (with the
OECD). Greater effort will be madein strengthening the capacity of government bodies, regional
secretariats and other relevant bodies through training, analytical support, development of
guantitative tools and indicators as well as supporting regional harmonization of national
regulations. As dsussed below, a new instrumanknowledge platform$ will be deployed to

support regional market integration, particularly in the area of services pdictesssociated
capacitybuilding needsThe scarcity of data on seffonsitaes pol
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collect such data as a global public good even more impofta@WWBG will work closely with the
regional development banks and other provide&fofthat work actively in this area.

1 Managing Shocks andPromoting Greater Inclusion

This is acrosscutting pillar with the objective of dealing with the impact of tradiated shocks

and to allow greater participation in the benefits of trad#jugtmentcoss associated with trade
liberalization were a major issue in the 1980s and 1990s, lug bacome increasingly less
important with the liberalization of tariffs. Trade provides important opportunities for risk reduction
through diversification (Caselli, Koren, Lisicky and Tenreyro, 20HQwever, greater volatility

and openness to shocks @gated with greater integration into global markets can have significant
adverse impacts for some groups (see Harrison 2007, Porto and HoekmarT gddd)ntegration

may alsocontribute to skills and gender differentiated inequalities in labor market opportunities and
outcomes. Similarlythe forces of economic geography imply ttied benefits from trade are often
concentrated in the largest metropolitan arsasthat greatetrade mayexacerbat inter-regional
inequalitieswithin countries Making globalization more beneficial to the poorest households is
critical for the sustainability of the gains that have been achieved by the world in recent decades.
Informal trade also |pys an important role in many developing countries, particularly in linking
producers of food staples to regional markets, and the magnitude of such trade is highly sensitive to
the conditions faced by traders. Supporting informal traders in growinghthginesses, through
lowering trade costs including ibugh improving conditions they face at borders, and allowing
them to grow to more formal modes of exchangealso crucial if the potential for crebsrder

trade is to benefit the poor (see Box 2).

Four priorities have been identified. All are cra@sdting in nature in the sense that they connect
closely to other Bank strategies and the activities of units in the Bank that do not primarily focus on
international trade.

Assisting the most vulnerabl® manage trade shockst.abor market adjustments to trade opening

and trade shocks can be significant. It is important that countries have in place mechanisms to assist
those adversely affected by trade shocks, targeted towards those households thastare m
vulnerable and have to manage them. The WBG has become more systematic about assessing,
ante possible tradeelated povertdistributional outcomes in both economic and sector work and

in lending operations. Complementary or transitional policeesell as compensation mechanisms

and targeted programs are also needed to ensure that firms and workers can benefit from the new
opportunities generated by trade openness. Policies and actions to achieve these objectives require
actions by labor and finae ministries and are not part of the mandate of trade ministries. Advice

on and support for appropriate adjustment programs can be provided by the relevant units in the
WBG i the key issue from the perspective of the Strategy is that teams working erptogects

and programs bring in colleagues working on safety nets and labor markets.

Responding to food pricéncreasesand volatility. The food price shock of 2008 and the recent
resurgence of food prices have highlighted the important linkages betadenfbod security and
poverty. Beggarthy-neighbor mtional actions to mitigate the impact @dmesticprice increases
magnify increases in world prices, and decrease the ability of trade to reduce volatility through
diversification Core elementsofth Bankés response will i nclude
and global leadership to help countries identify the appropriate mix and sequencing -o&istiort
mediumterm policies needed to support vulnerable groups, while allowing for broader adjisstmen

to the structural increases in food pricése development of earlyamning systemss helgng
developing countrieso anticipate andaddress sudden food shortagesl price increaseshe

18 | WBG TRADE STRATEGY: LEVERAGING TRADE FOR DEVELOPMENT AND GROWTH



priority from the trade perspective is to ensure that workh@dubject includea focus on trade
policies with a view to minimizing the use of policies with negative spillover effects for others. Key
examples are export bans and restrictions and agricultural support policies in OECD countries that
close off market. Research will help identify policies thatunlike export bans and price insulation

i raise rather than lower world welfare, and take into account the effects of national policies on

trading partners. The policy options considered will include potectiaperative solutions, an

d

policy options that attempt to alleviate the concerns about the reliability of supply that lead many
countries towards policies of satfficiency. The WBGs trade agenda will meainstreamed into

Agriculture Sctor work, for wich the framework is already in place witlthe Agriculture Action
Plan The longefterm agenda includes analysis and identification of the impacts of climate c
on production and trade patterns and the implications for the design of apprijadiateslated
policies.

Box 2: Informal trade in the Democratic Republic of Congo (DRC): could mobile banking help?
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A recent World Bank stud¥ finds that of 181 informa$ector traders surveyed in the Great Lakes regio
Africa, threequarters are heavily dependent on their chomsler trading activity to feed tlidamilies. Almost all
the traders are young women, and all of them aspire to grow their modest trading activity, but cite two cor
(i) inefficiencies they face at border crossings; and, (ii) a lack of access to finance. Whemoodessradds
informal and hence, unregulated, traders oftere unpredictable, extortionaand sometimes physically abusi
borders that impede the smooth flow of goods and deter trade. The study examined border crossings at f
between the Democratic Rdpic of Congo (DRC) and Burundi, Rwanda and Uganda and found that while
of traders are young women, 82% of the officials regulating the borders are men. The female traders m
face bribery, fines, sexual harassment, confiscation of goodsa\edhse and long waits, at all four crossin
The state is also wasting resources: border crossings are glutted with not just customs officials, but imn
officers, the police, the army, and officials for health control. Thénafta r d s $ansgaegent, dnne pas
pasod (no money, no passing). The OOpetite barr
crumbling, and | acks the paved roads and order|l
passi thoughboth are at the same formal border crossing point at Goma, DRC, leading into Rwanda
f emal e, and, i nf or mal |l aborers by situation t ok
harassed by #fAl es vi s emploged byyhe stategand given Ifree retnwoaektradt gayns
The women report beatings, strippings and theft.
Could mobile banking offer a solution to their situation? A World Bank study in Southern Africa shows t
demand for mobile banking froinformal crossborder traderd' Lying beyond the reach of the formal financ
sector, these largely female, crdmader traders, and migrants, must carry cash on their person. They lack
to credit and have low savings. The study highlights tfieieficy gains generated from integrating the inforn
sector valued at $17.6 billion per year in Southern Africa, into the formal financial system: giving traders a
credit, savings, and better physical security by not having to carry money opdhsin, and helping the form
financial system harness the positive externalities of these financial flows. Mobile banking could allow fg
and more efficient financial transfers of tragdated crosdorder payments, in turn increasing tradéusmes and
payments to traders. It could facilitate remittances sent home by migrant workers trading their services if
also often the informal sector. Some governments have recognized the importance of the issue: Zimb
Malawi signed an MOUo facilitate informal trade, particularly between SMEs. Zambia, South Africa
Namibia are also following suit. But it is not easy to set up a sound financial system; nor
telecommunications sector always well developed. Landlocked countripgrtinular are often unable to Ig
fibre-optic cables and rely on expensive satellite communications; monopolies cbwied operators an
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service providers remain entrenched in many countries in the region. In such an environment, mobile banking can

provide a mediunterm solution while more fundamental financial systems are put in place and regional sqg

lutions

are reached to overcome telecommunication problems.

20 Brentonet al. (2011).
2L Maimboet al.,(2010).
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Addressing the gender dimension in trade support activitiBsderelated policies and thgrocess

of globalization have gendelifferentiated effects, because women and men typically work in
different sectors and jobs, have differential access to resources and basic services, and play different
roles in households, communities and the econdrhg. forthcoming World Development Report

on Gender Equality specifically addresses the impact of globalization on ggetdiic outcomes.

In addition to the implications of tradeelated adjustmenbn gender dimensions of export
competitiveness caalsobe explored including gendered employment and income effects in new
export sectors such as services;,aj@hder implications of upgrading and industrial development
of export sectors. Moreover, trade facilitation and logistics initiatives can helpdice the
negative impact of tradeelated activities on womeim line with the strategic priorities laid out in

the ThreeYear Road Map for Gender Mainstreamingee tradegender guidance notes have been
prepared to accompany theade $rategy andwill be used to raise awareness of the need and the
opportunities to incorporagender dimensions into trade projects and support programs, as well as
analytical work. Moreover, incentives will be providedWBG task managers to consider gender
issues ad impact in proposed projects through the criteria that will be used to allocate any trust
fund resources that are made available to the WBG to assist in implement8ugatagy.

Extending the benefits of trade to lagging regions within countriddetropolitan regions often
capture most of the gains from rapid growth related to global integrationcdtengeographic

areas, particularly those that are remote and sparsely popu#itad)ag behind as do sometimes

even entire small island economiéBnless strategies are developed to improve competitiveness and
the quality of logistics infrastructure and services at thensttional level, large numbers of people

may not benefit from globalizatioriThis does not mean that economic activity in developing
countries should necessarily be balanced or symmetric but rather that people in remote regions are
able to connect to those places where agglomeration occurs e.g. by connecting farmers to markets in
urban centers or facilitating the movement of rural lalmereasingly, Bank client countries are
expressing the importance of making sure that growth is inclusive and the need to better integrate
leading and lagging regions. More generally, the consultations revealed a strong interest in a
number of countriesof a greater focus omternal trade, which in large part overlaps with the
agenda of connecting lagging/more remote regions to high growth areaStrategywill address

this need through activities under the other three pillars areas. As in the gaeselef, a guidance

note has been prepared to raise awareness of the importance of this issue, basedanalgasait

work (Kunaka, 2010).

4, | MPLEMENTATION

REGIONAL TRADE STRATEGIES AND WORK PROGRAMS

The Trade Strategy will be implemented through regpecific work programs and activities by
central units. Regional activities will respond to the particular needs and challenges facing client
countries and be determined by the depth and breadth of engagement at the country level as defined
by the CAS. All Regions include trade in their strategies. The Africa strategy includes
competitiveness as a key pillar to harness growth for sustainable poverty reduction. It focuses on
traded goods as well as services. Moreover, it supports proactive interventioogebyngent for
industries and locations with latent comparative advantage, designed so as to minimize
opportunities for rent seeking and capture. The East Asia strategy addresses the challenge of
maintaining competitiveness for its middieome countries Yo helping them move up the value

chain. It seeks to seize the opportunity of regional growth forilm@me countries by integrating
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them into the more prosperous economies in the region through more effective regional integration.
The South Asia stratedyghlights the significant potential gains from regional integration and aims

at strengthening regional cooperation in trade and backbone services (water, electricity, transport).
The ECA strategy includes competitiveness as a strategic pillar and aiestcsing exports as a

major precrisis growth driver. A key MENA priority is to better integrate countries globally
through removing notariff barriers and facilitating trad&he Arab World Initiative is promoting
regional integration efforts in crititareas such as infrastructure and SME financingLAC,

many lowerincome countries are still dependent on commodities for their exports, while many
large uppeincome countries are net commodity exporters as well, making better management of
commodity pice volatility a priority.

ACTIVITIES WITHIN PRIORITY AREASWILL DIFFER ACROSSREGIONS AND COUNTRIES

Although the specifics of WBG engagement and assistance will be defined by the needs of clients,
recent policy dialogue and ti&rategy consultations sggst that there are both commonalities and
differences in the type of assistance that is deemed to be a prdry?CD paper highlights the

i mportance of -crisihengagBedtdbsildinyg ms the strength of its cotimdised

model, focusingon Ar i ¢ a, the Abottom bi |-donflotrstates|aadctteet e d i r
70 percent of the worl dés poor fadewsuppodctiities MI Cs .
by the WBGwill vary acrosgegions as well asroad categories @ountries.

Fragile and postconflict countries Characterized by weak or dysfunctional institutions and trade
policies, priorities in fragile and pesbnflict countries are tetrengthen the institutional and policy
environment and to build a foundation for further traelated reformsTrade policy making can be
an active part of institution
Figure 8: Fragile states perform low on logistics building, especially through
_ _ o o regional trade agreements. The
®Fragile * Lowincome ¢ Lower middle income © Upper middle income -
LPI score Logistics Rerformance Index
35 - for fragile statestends to be
below average (Figure §.
While the majority of fragile
states are lovincome, some
are middleincome. Priorities
will therefore have to be
carefully calibrated, based on a
clear articulation of needs and
implementation cagcity, and
consistent wi t h t h
overall strategy in such
circumstances, including
SourceWorld Bank (2010) reconstructiomeeds Priorities
are likely to include: (i) rapid
diagnostic assessments of infrastructure, policy and institutional capacity; (ii) technical assistance
enhance capacity of customs and other border agencies to provide more transparent and predictable
services and collect and report statistics on trade flows;(ancembedding tradeelated reforms
and interventions as part of larger programs of supgspecially in investment operaigin the
areas oftransporation infrastructure, agriculture, telecommunicatiorimancial services, and
private sector development.

100 1000 10000
Country income, measured by GNI per capita ($), 2009
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I n this context, MhdGradiles Ecahomieks Faciliyentiohdd falzoeet seetts

to support longer term trade finance (one to seven years) which is aimed at addressing some of the
difficulties that prevailin these environments. The second pillar of the Facility is aimed at providing
support to domestic investoms they build up their operatiorie allow them to profit from
potentially growing trade volumes in their economies.

In low-income countriesthe main challenges are to mainstream trade in the overall policy
framework, improve productivity of farms andrfis, facilitate production that meets standards in
overseas markets, better integrate producers into regional and global supply chains and promote
export diversification. To address these challenges WBG support is likely to center on: (i)
improving the busiess environment to attract investmeboth local and FDI) and create the
conditions for sustainable growth, especially in key services seictdrgding guarantee® support

both domestic and cro$®rder private investorgii) measures to diversifiaway from natural
resourcebased exports, where they are dominant; (iii) investment in-teddeed infrastructure in

ports, roads, etc.; (iv) automation and information sharing among customs and other border
agencies; (v) support for regional coopenatito address trade facilitation constraints and
specifically for landlocked countries, support systems, investment and reforms to tackle constraints
along the length of regional trade corridgss) strengtheing the capacity of the agencies involved

in trade policy formulation and implementation and addngsmarket failuresand, (vii) increasing
access to shoterm finance and export credit products

In middle-income countriegolicy dialogue and th8trategyconsultations suggest the main need is

to assist in moving up the value chain into more sophisticated productoand oi d a @A mi dd
i ncome trapo wher e c oskilplaw-veageiproductsaisdostdut firmsgaee nat n - | o w
yet competitive in higher value products. This suggastsandor WBG support will be in the area

of trade competitiveness and adjustment/inclusion, including support for: (i) innovation policies to
facilitate greater sophistication and quality of products and services exported; (i) export
diversification, includingnto services; (iii) upgrading of infrastructure and logistics services to help
integrate into higtvalue global production networkayd, (iv) support programs to make growth

more spatially inclusive, via programs and projects aimed at thaaidnal leel to address local

constraints to competitiveness.

Most of the priority areas of the Strategy are directly relevant to the needsialf states
improving competitiveness; identifying policy options to help overcome distance and geegraphy
related barries to trade by leveraging opportunities for trade in services and supporting efforts to
enhance access to export markets through the temporary movement of service suppliers (natural
persons); support for regional integration and cooperation to capturengiesnof scale in the
provision of public services to support trade; improving access to trade finance; and, analysis of the
design and potential impacts of trade agreements. One issue identified by small states in the
consultations as well as by fragiladcapostconflict countries was assistance to collect trade data on

a sustainable basis.

INSTRUMENTS

Implementation of theStrategywill occur through three major instruments: (i) lending; (i)
technical assistance ardowledgeto support strategic prities, and (iii) partnerships. The
intensity or relevance of each of these instruments will vary across the fourypai@ats Which
instruments are used and which areas will be given the greatest focus at country/regional level will
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be driven bythe needs of clients. Implementation will also be influenced by monitoring and
evaluation of the results of Bank assistance and activities. Better internal coordination and
cooperation between units in the WBG that are active in each of the four prioritywallelaes a

major determinant of success in increasing the effectiveness and impact of WBG trade support
activities. Overall the implementation of the Strategy will not require a major departure of what is
currentlybeingdone, but more a refocusionfthe® existing efforts wittbetter coordination.

1 Lending

Financial assistance in the form of grants, loans, and cee@ikey instrumerd through whch the

WBG can help developing countries achieve their trade integration and reform objd¢imneexial
assistance to support the Strategy will focus mainly on competitiveness/diversification, trade
facilitation, and trade financdzinancial or technidaassistance for market access and regional
integration will be undertaken mainly through competitiveness and trade facilitation projects. The
IDA regional project envelope will further strengthen regional integration through improving
transport connectity, facilitating trade corridors for landlocked countries, and creating conditions
for improved trade between countrfésFinancial or technical assistance for adjustment and
inclusion will be undertaken eith@s components of competitiveness DPLs orasponents of
agriculture and social projects.The
Strategy will rely on the broader WBG
lending agenda on social protection to
address these important issues in a more

Figure 9a: FY2010World Bank trade -related lending
was greatest for Africa

Middie comprehensive manneFhe availability of

and Sout Asia IDA resources will allow further support
/':‘f‘:lrég for managing shocks and improving the
5% Africa 33% distribution of trade benefits, especially

through IDA grant resourceandthe IDA
Crisis Window which has been set up as
part of IDA 16 to assist IDA countries
affected by severe exogenous economic

it crises and natural disters.

America East Asia
and and
Caribbean Pacific
23% Europe ®
and L2
Central
Asia 9%

Total trade-related lending in FY10= $22.9 bn

SourceBusiness Warehouse

Zn IDA 16 the requirement for a regional project has been relaxed to two countries instead of three, if at least one of the
countries is fragile or conflieaffected.
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Much of thetrade lending will take place as part of other sectprajects (e.g., transport, private
sector development, agriculture). TBeategy proposes a continuation of the current lending trend,

Figure 9b: IFC trade-related lending in FY2010 was high

for Europe and Central Asia

Middle
East and Africa
North 19%
Africa
14%
Latin
America
and
Caribbea
n 19%
Asia
Europe 21%
and
Central
Asia

21%
Total trade-related lending in FY10=$4.1 bn

Source: Business Warehouse

Figure 10: WBG Aid for Trade lending grew in FY09 and FY10
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but with a stronger focus on the
Afsoftwaredo (regul atory
transport and facilitation projects;

more emphas on sectospecific
interventions in the context of
competitiveness projects including

services and greater focus on regional
integration of markets. EXxisting
instruments allow such changes in
emphasis to occuri through, for

3

y

example, competitivenesOPLs or
corridor  infrastructure  investment
projects.

Lending is akey instrumentof the
WB G 06 efforts to help developing
countries  achieve  their trade
integration and reform objectives.
Since 2001, the Bank has approved
437 traderelated lending operations in
90 countries The Africa region
accounts for onthird of these
operations (Figures 9a & 9b).The
WBG is the largest provider of Aid for
Trade. Baed on the OECD/WTO
definition of AfT,?3 the Bankprovided
an average of almost $15 billion per
year in AfT to lowincome and middle
income countries over FYBRY10, to
assist in building productive capacity
and infrastructure (Figure 10).

The absolute amount of loans and
credits on the basis of this broad
definition of AfT has risen steadily
since FYO03, and increased more
rapidly since FYO7. The falling share
of traderelated lendingafter FYO08

reflects the surge in support to
countries inresponse to the financial
crisis that erupted in mi2008. Of a

2 The OECDYWTO definition of Aid for Trade excludes trade finance and includes infretstre. The sectors that fall under

this AfT definition are as follows.d¥ IBRD/IDA, the list of setors comprisesAgriculture, Fishing, & Forestry; Information &
Communication; Energy & Mining; Transportation; and Industry & Traer IFC, the list conprises: Agriculture & Forestry;
Information; Oil, Gas & Mining; Chemical; Utilities; Transportation & Warehousing; Construction & Real Estate; Food &
Beverages; Nonmetallic Mineral Product Manufacturing; Primary Metals; Pulp & Paper; Textiles, Appaaih&. Plastics

& Rubber; Industrial & Consumer Products; Wholesale and Retail Trade; Professional, Scientific and Technical Services; and

Accommodation & Tourism Services
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total amount ofAfT lending of $27 billion from the WBG in FY10, neconcessionadBRD lending
amounted tesome$18 billion (this excludes the important IFC trade finance programs which are
not captured by the OECD/WTO definitipn

On the Dbasis of the Bankds own 1€ theeWasld Bankc at i on
provided a total of $1.8 billion in tragelated lendingThis is narrowly defined to cover only
lending that is coded tdé¢ World Banld Jrade and Integration themes: export development and
competitiveness; regional integration; technology diffusion;, @arable facilitation and market
accesslt excludes infrastructure projects and trade finangbout 19 percent of this pained to

DPLs. Lending in FYO represemrd a threefold increase from F¥3 levels, when it amounted to
$566 million Theshare of tradeelatedprojectsin total Bank lending also shem rising trend in
recent years, from an average of 2 percent fodZ¥Y03 to an average of about 6 percent for
FYO09-FY10. Nearly half (46 percent) eraderelated projects in FYO were in the aresof trade
facilitation and market access. Regional integration (29 percent), export development and
competitiveness (22 peaxnt), and technology diffusion (3 percent) accounted for the remathder.

While traderelatedlending and investment programs have increased in recent years and have
focused more on behiptie-border issues as recommended by the628& report(World Bank,

2006) they have been spread out in terms of coverage and motivationStidtisgy proposes a
continuation of the current lending trend, but véitme changes in emphasis:

T I'nclude mo r @olicyi sl frégwadory eréformjn transport and trade
facilitation projects

91 A greater focus on working with the private sector to address sgm#oific constraints
in competitiveness projects

9 Increased focus gorojectsand support for regional integration

More fisoftware in transport and trade facilitation projectsThe largest tradeelated lending to

the public sector includes infrastructure improvements such as roads, railways, and gateway
infrastructure (port and airports). Other lending includes customs modernjziatipstics, and
multimodal transportOngoing work in collaboration with the Global Express Association (GEA)
has looked to utilize private sectdeveloped risk assessment software in customs modernization
projects. The IFC makes equity investments inbpo-private partnerships for tradelated
infrastructure as well as in companies that provide logistics services. Increasingly, WBG projects
are focusing on overcdng the varying constraints through a range of instruments designed around
supply chains.

The wse of supplychain logic is appropriate from the perspective of firm competitiveness, since the
ability of firms to connect effectively to international markets depends in part on the performance of

the entire chain in terms of cost, time, and rdliigb The performance of trade supply chains is
determined by a complex set of factors in three broad and interdependent categories: investments in
traderelated infrastructure, improvement in the quality of privagetor services, and simplification

and harmonization of trade procedures and regulations. Sthetegywill continue to exploit the

WBGO6s wunique ability to support activities rel
integrate the soft side of trade facilitation (logistics servproviders, procedures and regulations)

into infrastructure projects.

24 The SDN Network accousffora little over 70 percent of tee activitiesfollowed by PREM with approximately I$ercent
and FPD with 2 percent.
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The use of political risk guarantees by MIGA in support of various aspects of trade logistics is
another important element as it allows the mobilization of private capital and irticvdo€ best
managerial practices and technological innovation in developing countries. Examples of the use of
these guarantees by MIGA across the supply chain includes partnerships with Dubai Port Worlds in
support of its concession for the ports of Djilicand Dakar, Senegal; partnership with specialized
firms such as COTECNA and SGS in support of their customs clearance contracts with
governments in countries such as Madagascar, Nigeria, and Senegaljodqdg with logistic
managers, such as Hamburgdafenrund Lagerhaus Aktiengesellschaft in support of their
operdions in developing countries.

Although lending forpolicy reform or logistics servicas not large in comparison to infrastructure,

it often has asignificantimpact. Thus, a relatively small investment in key trucking companies in
Kenya produced a strong demonstration effect that served as a ctdatgsdernize the entire
industry. DPLsare increasingly employed to support trade facilitation and logistics refesmsl|
asimproving regulabry frameworks Recent DPLs t&€Cambodiaand Afghanistanthat supported
efforts to revise regulations of entry in key logistics professions and simplify border management
procedures are examples of new generation projBots 8).

More targeted interventions in competitiveness projecés si gni fi cant part of
lending activities is focused on competitiveness projects. Typically, these are large@iplorting

reforms ina new generation of issues under the competitiveness agendair(eayation and
technology,ntellectual property protectiomusiness regulation, efcMost of the actions included

in these loans are horizontal, but recent DPlave included sectespecific actions as well,
especially in the areas of services (e.g., the Armenia PRSGhanelxamples of Mauritius and
Tunisia detailed inBox 4). A matching grant program funded through a series of export
development loans in Tunisia represents a good example of World Bank investment lending for
trade competitiveness, which focuses more public sector support for improving the capacity of
firms. The Export Market Access Fund (EMAF) supported by these operations provides co
financing to help firms invest in market research and provides technical assistance that improves the
ability of firms toaccesexport markets. Preliminary results from an impacluation of EMAF Il

suggest that participation in the program is associated with increased grawthmofi s i atotal f i r ms 0

expors, number of export market destinations, and number of products expattenligh there is
indication that this impact dissipated in a few years after the receipt of EMAF assi{&aucdon
et al.2017).

IFC plays an important role in this area through equity participation and joint ventures. For
example, a part of its agribsiness program, the IFC invests in sustainable productivity increases
through improvements in efficiencies and the adoption of better technologies, integration of farmers
into commercial supply chains, and the development of the facilitating instituolaphysical
infrastructure.
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Box 3: Customs Modernization and Corridor Management Projects

Afghanistan Emergency Customs Modernization and Trade Facilitation Project ($32 million)

The project will provide Afghanistan with a functioning Customs administration and IT system to p
import, export and transit trade in order to facilitate legitimate trade, control rampant corruption and
effective collection of government reuem The project has contributed to increasing revenue collectior]
more than 600 percent in the past five years and in spite of significantly increased trade volumes, ¢
times have fallen drastically. For example, clearance times at the Towtkiwaler have fallen from ar
average of over 16 hours in 2003 to 90 minutes for 90 percent of trucks. A second $22 milliorofol
project is currently under development and focuses on infrastructure improvements and strong
corruption measures. To immize duplication of effort and to give consistent advice, the Bank
established close working relationships with all keyatsractive in the field.

Cambodia Trade Facilitation and Competitiveness Projg@tL0 million)

The project is designed faromote economic growth by reducing the trade transaction costs faced by t
and facilitating access to export markets. The project includes deployment of UNCTAD's ASY(
Customs computer system Sihanoukville port and other key #itesighout the auntry. In addition,
Cambodia has introduced a single goods declaration consistent with international standards
introduced a coordinated approach to risk management. While the project is performing satisfiafaoaty
a number of challenges thare typical in improvingrade facilitation results in low capacity environmen
For example, it has been difficult to source the required IT skills and hardware within the country.

Box 4: A New Generation of Competitiveness DPLs

Mauritius Trade and Competitiveness DPL
The fourth Mauritius Trade and Competitiven&BL ($50 million), approved in November 2009, suppo

reforms that respondtevto maj or <chall enges facing Mauriti U
erosion in sugar and apparel and high oil prices, and the transition fromsalgey lowskill sugar and
apparel exporter to an innovative, knowledged skiltbased sercie s ec ono my . The

program focuses on consolidating fiscal performance, improving trade competitiveness, improvi
investment climate and widening the circle of opportunity through participation, social inclusion

sustainabilityl n par al | el the country team produced a
Mauritius: Policy Notes on Trade and Laboro),
country.

Tunisia Integration and Competitiveness DPL

A matching grant program funded through a series of export development loans in Tunisia represent
example of World Bank investment lending for trade competitiveness, which focuses more public
support for improving the capacity of firms. Thedext Market Access Fund (EMAF) supported by the
operations provides efinancing to help firms invest in market research and provides technical assistan
improves the ability of firms to access export markets.

More support for regional integration through regional lending, especially involving IDA

countries A greater focus on regional integration is an important element of implementing the
Strategy. hvestnent in regional infrastructurei which typically requires intergovernmental
cooperation to build helps countrieconnect to the world market as well as to regional ones.

Investment in backbone services helps enterprises accessrchadpmore reliable inputs to

compete more effectively in output marketsRegional cooperationcan also help address
externalitiesi for examplethe costs created bhyncoordinatedand duplicativeregulations. The
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WBG hasbeenexpanding its assistance for regional infrastructure in recerdg y@aeBox 5 for an
example on energy trade betweégentral andSouthern Asia).

Box 5: Building a Regional Electricity Market in Asia to Increase Trade and Improve Services

The Central AsiBSouth Asia Regional Electricity Market (CASAREM) is a concept for developing elect
trade in Asia through a set of projects and investments, underpinned by the relevant institutional arran
and legal agreement€ASAREM links energyrich countries inCentral Asia (notably those with unrealize
hydropower potential) with energgeficient countries ifsouthern Asia, such as Afghanistan and Pakistan.
IFC and World Bank are working closelyith national governments, regional development banks (Al
EBRD, Islamic Development Bank), private investors, and bilateral donors to develop CASAREM. Thg
Group has been providing analytical and technical assistance. It is currently working witdrgan a lending
project that contributes to the development of @REM through physical infrastructure (transmissi
systems linking hydropower facilities in Tajikistan and Kyrgyz Republic with Pakistan and Afghanista
constructing the necessarg# and regulatory framework to enable energy trade. Total financing by all p
is expected to be around $700 millidrhe project not only reduces electricity costs and increases reliabili
electricity services in the region, but it also incredssde in electricity.

There are strong synergies between IDA activities and regional programs as they benefit from more
IDA allocations. A clear candidate for regional IDA projects is trade facilitation and logistics. IDA
trade and transpdfrelated lending has grown rapidly over the past deediaem $140 million in

2001 to $908 million in 2010. Building on the Regional Pilot Program, initiated in 2003, IDA is in a
position to support the development of infrastructure linkages that &icalctd the integration of
LDCsinto regional and global markets.

Multi-country lending projects are inherentigore difficult to implement than singteountry

activities Beneficiary demandiay not be strongly expressed, since regional and global isaues
typically neglected i n staegiestndimaystiderefora noedturea | dev
prominently inCountry AssistanceStrategieseither. A number ofRegions within the Bank have
established a regional department or have a regional ade@ming on the regional dimension of

t he Bankao 3his pasrled tocal greater focus on regional (Rualtintry) infrastructure

projects. There has been less of a focus on projects and programs that address policy reforms across
multiple countries Hat would help to reduce regional barriers to trade and more effective or
intensive use of regional infrastructure networkeed®er scrutiny during quality assurance reviews

of Country Assistance Bategies and lending operations address regional extalities and

support regional integration objectives could help identify such complementary actions

Participants at many consultative meetings called onWB& to increase support for regional
economic communities (RECs) and regional integration of nmrke addition to investing in
physical infrastructure, th&/BG will increasingly assist with strengthening the institutional
framework at the regional level, both through building capacity of regional bodies as well as
supporting regional harmonizatiorf national regulations, particularly those governing services
trade. TheWBG will work closely with the Regional Development Banks and other providers of
AfT that work actively in this area.

The Bankdéds I nstitutional D e v eflfumgnm éondssisttrneentd i s a
regional organizations to promote regional cooperation, particularly in the light of limits they face

in borrowing on IDA/IBRD terms. Two recent examples are a grant to the Secretariat for Economic
Integration in Central Amera for training on trade policy and agreements and a grant to the United
Nations Economic Commission for Africa (UNECA) to further develop the online Regional

Il ntegration Obswesrhvoaptoo rtyh ata cfioonmpei | es and organi
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regional integration activities on the continent and invites feedback and discussion from users. As
with multi-country lending, the incentive structure for allocating resources within the Bank tends to
result in underfundindpr regional technical assistance.

Finally, regionalDevelopmentPolicy Operations (DPOskould be used to encourage regional
institutional and policy refors within a subregional grouping or to develop the enafli
environment for regional infrastructure cooperation. Using existing msints already available to

the WBG, the concept of regional DPOs is being explored in the Africa region, where it has already
been confirmed that the IDA Regional Program could be used to finance such operations if
consistent with the established eligityilicriteria (i.e., the operation involves three or more
participating countries,
generates benefits that spill

Figure 11: Deliveries of TradeFocused ESW and TA, 2002 2009 .
over country boundaries, and

No. of deliveries of trade- Percentage share of trade-focused shows clear evidence of
Egused AAA deliveries in tota_l AiA6,:/; country or regional
m—ESW ownership and commitment.
100 /‘ TA - 14% Moreover as part oflDA 16
) . i Share L 190 special consideration has
80 A\A—“"\A been given to fragile states
“ - 10%  whereby the threeountry
60 - 8% requirement for a regional
L 6o project will be relaxed to two
40 countries, if at least one of
4% the two countries is a frdgi
20 L 20 or conflictaffected country
The specific modalitiesof
0 - 0%

how to structure a regional
DPO are complex and require
Source: SAP / Business Warehouse more indepth discussion but
this could potentially be an

FY02 FYO3 FY04 FYO5 FY06 FYO7 FY08 FY09 FY10

important instrument for the implementation of Bieategy.

9 Technical Assistance andnowledge to Support Strategic Priorities

Research and analytical work remains an important strategic asseMéBtBeOf all the ESW and
technical assistance (TA)at theWBG has delivered sindeY02, abait 12 percent (a total of 1,038
pieces of ESW and TA work) focused specifically on traBgure 11). Tradefocused AAA
deliveries similarly accountefbr about 11 percent of total AAA deliveri&sJust under half of the
tradefocused AAA address trade facilitation, market access and regional integration vasiees,
onethird address export development. The surge in {fadesed AAA between FYGEYO06 is
attributable in part to a substanteffort to conduct comprehensive country trade diagnostic studies
in LDCs andotherlow-income countries.

% Data are from SAP/Business Warehouse. Tratited activities include at least one of the six trade thematic codes: export
development and competitiveness, international financial acthite regional integration, technology diffusion, trade
facilitation and market access, and other trade and integration.
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The WBG will continueto focus on producing operationally relevant knowledge products aimed at
identifying policies and institutions that promote trade enetlisiveeconomic growth. Operational
knowledge will be provided around four levers: (i) crossintry and crossndustry trade and

policy indicators; (ii) diagnostitoolkits to identify key constraints; (iipolicy dialogue and project
developmentand (iv) research and analysiBata and analysis are critical inputs into monitoring

and evaluation of results. They aresalcrucial to build support for reforms by allowing
stakeholders to identify and understand the magnitude and incidence of the costs that prevailing
policies generate.

Crosscountry and crossindustry trade and policy indicatorsThese are a powerful totd raise
awareness about a countryo6s perfor manndietorr el at i \
(from the Doing Busines®por) and the Logistics Performance Index have often triggered reforms
across many client countries. Looking forward, YiBG will continue to generate these indicators

and develop specificrosscountry measures efade competitiveness, services trade restrictiveness,
norttariff measures and specific aspects of the supply chain (including ports and corridor
performance indiators). The newly developed Services Policy Restrictiveness Database allows for
the first time a comparison of impediments to services trade across major sectors and countries.
Although there has been much improvement in the collection and availabildgnoprehensive
multi-country datasets on trade statistics and trade policy informatiportant gaps remain. The

public good nature of the needed datasets often leads toinmdstment in data collection even in
wealthier countries. Addressing thesenstnaints requires a concerted effort, working closely with
partner organizations to share costs and avoid duplic&tion.

The strategy for providing data will proceed along two tracks:

9 Helping countries mainstream trade into statistical developmentg&stat national
and regional levels, as well as into government monitoring and evaluation systems.

1 Expanding trade data and information systems available globally so that they can be
used to assess regulatory and other barriers to trade (includingesdreide), as well
asbenchmark indicators to assess performance.

The WBG operates several programs and products designed to enhance countries trade statistical
and analytical capacity. The Statistical Capacity Building Program (STATCAP) is designed to
make it easier for developing countries to access regular World Bank figafwri improving

national statistical capacify. The WBG also helps to build trade analytical capacife World

Bank Institue provides regular training ithe use of tools for accessing and analyzing trade data.

Other WBG units organize customized traag in trade data analysis on a less regular basis. The
Worl d Bankds resear ch departtadeeapacity in thisk tankslarqme d t o
research organizations.

Leveraging greater capacity at the national level to gather trade dai&BiBGealso works at the
global level to disseminate information on trade and develop tools for analyzing trade. In 2008 WBI
launched the World Trade Indicators, a comprehensive dataset containing a broad set of trade

BDEC6s data group h avith parmer orgamizations itonredesign tieesWolldyintegrated Trade Solutions
(WITS) which & a critical vehicle for accessing trade and protection statistics. The World Bank Group is also playing a critical
role in generating and providing information on #tanff barriers through th&emporary Trade Barrie®atabase and the

NTM database. Cl@s collaboration with partners, including the ITC, UNCTAD ahe AfDB, has leveraged synergies
between agencies with different comparative advantages.

27 STATCAP projects typically finance the implementation of national statistical strategies or a similar comprehensive mid
term action plans, supported by a Trust Fund for Statistical Capacity Building that provides grant resources for thiFpurpose
date, STATCAP projects have tended not to accord much attention to trade statistical capacity. In the context of the trade
strategy, the World Bank will increase efforts to help countries to incorporate trade concerns into their national glatistica
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indicators for 211 countries and territaigo help policy makers, advisors and analysts identify
border and behinthe-border constraints to trade integration. To expand the reaclesé ithata
indicators from this dataset are now being incorporated intoWBeG 6V8orld Development
Indicators dtabase, which enjoys a significantly larger user base and enhanced data analysis
features.

The WBG has developed a number of crassintry benchmarking indicators, most notably the
Doing Business Trading across Borders indicator and tiggsticsPerformance Index Depending

on the demand and availability of robust information,W®G may produce further indicators with

new and complementary perspectives. For example, an improved regulatory environment ensures
that local economies benefit from Fidlatedspillovers of supplchain linkages, labor markets,

and technology and knowledge transfers.

Diagnostic toolkits allow a more comprehensive assessment of the constraints behind the
indicators. Existing diagnostic toolkits identify the various bottlenecks and their relative importance
in export competitiveness, trade facilitation, and ports. The Trade and Transmiitafon
Assessment (TTFA) is the main reference product designed to diagnose such bottlenecks. TTFAs
have been conducted in conjunction with most DTISs, so that virtually all LDCs have now been
covered by a TTFA. There is now growing demand for amalysspecific commodities (e.g., food
supply chains) and logistics services. Governments, development agencies, private sector
associations, and others can use the tools as part of their own activities withwvi@being

directly involved.

The WBG also produces tools to enable analysis of trade flows, policies and agreements. For
example, the World Integrated Trade Solution (WITS) platform, developed jointly with UNCTAD,
provides comprehensive access to the major international trade datasets and coodaies for
analyzing trade policy reform and trade competitiven&s® Tariff Reform Impact Simulation

Tool (TRIST) an interactive Excébased tool to simulate the shégtm impact of tariff reforraon

fiscal revenue, imports and protectiatevelope by the WBG, is gaining usage in the policy
community The Trade Department is currently working on an extension of the tool to incluee non
tariff barriers.The World Bank is a member of the GPAConsortium, which oversees tpiemier
software tool andatasets for general equilibrium trade analysis.

Policy dialogue and project developmenh-depth evaluations of specific issues identified in the
diagnostic toolkits allows a better understanding of the bottlenecks and more concrete
recommendations on sg@ific areas of@forms. They provide policy makers with another means of
implementing reforms and investmerggggested by policy analysis. Demand is increasing for

more efficient border management, promotion of export diversification, design of speriah@c

zones, boosting competitiveness in lagging regions, and analysis of the technological sophistication
of exports. The | FCo6s l nvest ment Climate Advi
strengthen laws, policies, and institutions that helaettand retain investors so that enterprises can
connect responsibly to international markets.

Responding to specific reque$tsm clients, the Bank also produces a large amount of innovative
and detailed trade policy analysis at the sector, countgosscountry levels. For instance ground
breaking studies focusing on international trade in services (PREM, DEC, Africa and South Asia
Regions) have contributed to raising the awareness of the importance of services for
competitiveness and diversificatioThis work is further compiled and formatted to feed directly
into capacity development and dialogue efforts undertaken by WBG units. For exaonsiagwn
partnership with regional capacity buildimgnters of excellencesuch as IDEP in éhegal and
TRAPCA in Tanzania, WBI has been providing training and policy dialogue around regional
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integration (such as regional services integration and regional public goods) and agricultural market
dimensions (including export development and food security). Iiti@ddo policy toolkits, trade

policy handbooks (recent ones cover services and regional trade integration) contribute to inform
the policy dialogue.

In addition to the areas where knowledge is largely developed, the Bank will contribute directly to
supprt other emerging sectors. The field is evolving rapidly, and¥B& must adapt swiftly to
changing circumstances to remain relevant to the needs of developing countries. Emerging global
concerns with climate change, food security, and the productilvityfrastructure investments are
increasingly becoming part of the broader trade facilitation agenda. For exampM/Btl@06 s
mandate in food security has shifted the attention to supply chains for food irapdtte role of

trade facilitation and logists bottlenecks and inefficiencies whigsult incost escalatian

Researchand analysisf he Bankos research has placed it at
the development challenges associated with economic globalization. At the same deag;hre
informs policy and helps governments to identify reform priorities at the national lesel.
instance, the Handbook of International Trade in Services has become the standard text on services
trade and services trade negotiatightattoo, Stern andanini, 2008)A | ar ge part of
research responds to demands from Bank operations, client countries and other stakeholders. The
agenda has been evolving/hile research has improved our understandingoofentional trade

policy, other dimensios of international itegration and policies affectinthese- from export
promotion to trade facilitation are still poorly understood. These new dimensions have profound
implications for development. The Strategy proposes to remedy such knowledgéhgamsh

rigorous research that will facilitate informed pokicyaking in these new areas.

Looking ahead, research will continue to analyze new areas and reassess conventional wisdom,
along three interelated themes:

Development implications of changingatterns of international integration For example,
research will explore how the fragmentation of goods and services and growing trade in tasks
are creating new opportunities and challenges for developing courRessarch willalso
attempt to identifythe microeconomic and macroeconomic effects of changes in commodity
prices and natural resource dependeAcmmther topic for future @search willbe the role of
entrepreneurship in exporting.

Priorities for policy reform in a changing world Research Wl examine the growing
significance of no#ariff measures, particularly contingent protection (of still indeterminate
significance) standardsand technical barriers to trade (of potentially huge significance when
climate changeelated regulation is caidered). It will address thehallenge thaincreased

policy emphasis on targeted interventions to reduce trade costs and promote exports are still
uninformed by rigorous analysis of what works and what does not. It will also analyze the
responses of agultural trade distortions to changes in world prices.

New strategies for international cooperation for developmenthe multiple dimensions of
global trade integration mean that countries must also develop-laydted trade strategies.
Concluding thdong-running Doha Round of trade negotiations would provide a boost to the
global economic recoverBut what role can regional integration play? How can we facilitate
regulatory cooperation in services (from prudential regulation in financial serpces,
competitive regulation in transport, to privacy regulation in electronic commerce) that is
clearly a precondition for multilateral liberalization? Why have we seen so little international
cooperation on migration? What can be done to address thmtbrgational effects of

32 | WBG TRADE STRATEGY: LEVERAGING TRADE FOR DEVELOPMENT AND GROWTH

t



national policy choices? Finally, how must international cooperation of climate change be
synchronized with international cooperation on trade so that climate change goals can be met
without undermining openness?

9 External Partnerships

Many other international organizations and bilateral donors provide assistance to developing
countries in the area of trade (Annex 3). The WBG is distinct from other sources of expertise and
support in having global reach and country presence. The WEBBo distinct in being able to

combine loans/credits with policy dialogue and advice and in being active across all dimensions of
development, thereby having the ability to consider trade issues in the context of its other sector
interventions as well sathrough activities directedpecifically to achieving trade objectives.
However, this broad reach also implies that tr
with the result that scarce resources are allocated to areas other than tradarelb&se areas in

which the WBG does not have a comparative advantage in delivering support and others are better
placed to respond to country demand. Examples are building capacity to negotiate trade agreements

or real time advice on the substance of tvisabeing negotiated; fage-f ace fAr et ai | 0 t
activities and indepth technical training in the trade area; or technical assistance to export
promotion or standaresetting agencies. Other agenciesuch as the WTO, ITC, UNCTAD, and

UNIDOT are béter placed than the WBG to provide such specialized assistance.

Working in partnership with other providers of trade support endlose cooperation with
specialized trade organizations is important to avoid duplication of ;effimventinvestments in
areas where others are better placed to; laglg to increase the effectiveness of Bank suppkire
Bank therefore is actively engageda wide range of partnershigsxamples include

9 Providing global public goodsworking with other international organizations (UNCTAD,
ITC) on improving the qualityand timeliness of trade dat#he Global Facilitation
Partnersip for Transportation and Tradite Almaty Programme on landlocked countries.

1 Working with regional and Igbal research networksuch as the Glolbarade Analysis
Project (GTAP);the Economic Researchorum for the Arab countries; the Africa
Economic Research Consortiut@DN and many other§ often in collaboration with
bilateral agencies such as DR scialized organizations such as IDRC.

9 Delivering Aid for Trade: the Enhanced Integrated FramewdBoX 6); cooperationwith
the IMF andregional development bankscountry level; withwTO, OECDand others at
multilateral leve] numerousWBI partnershipsn the delivery of training collaboration
with the IMF and World Customs Organization on customs modernization projects
Standards Development Trade Facility (WWWTO, FAO, the Codex Alimentarius
Commission, etc.).

i Private sector partnershipgoint ventures withprivate sector groupsuch as the Global
Express Association and logistics firms and freight forwarderscollect, analyze and
report éta on trade fadtiation performance

1 Mobilizing resources:e.g., during the recent crisis the IFC Global Trade Liquidity
Program;the Trade Facilitation Facilitythe Conflict Affected and Fragile Economies
Facility (MIGA).

1 Facilitating SouthSouth knowledge exchangeslialogues involving leaders and policy
makers from client countries through the Global Development Learning Network.
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I Trade Finance dialogue and collaboration with official Export Credit Agencies both
individually as well as through the Berne Union andPitague Club.

Box 6: Participation in the Enhanced Integrated Framework

An importantpartnership on trade issues is the Enhanced Integrated FramiewdmadeRelated Technical
Assistance (EIR)a mechanism to assist LDCs define and address #isgistance prioritiesThis partnership
brings together LDC governments, donoBenevabased trade organizations, UNDP, IMF and the W¢
Bank. The partnership provides resources and ¢
strategiesto identify constraints to their international integration, and to build capacity to overcome
constraints (for more information seavw.integratedframework.ojgThe Bankis a foundingmember othis
partnershipand is committed to continuing to work with the EThe numerous Diagnostic Trade Integratic
studies the Bank has conducted in LDCs under the umbrella of the EIF re@esgmificant share ofthe
tradefocused country analytical work thgank has delivered in recent yeahs several countries (notabl
Cambodia and Lao PDR), the Bank and IFC are implementing substantial assistance programs to in
DTIS recommendations in the context of seatinte approaches.

The WBG will continue to work closely with development partnerdhag country, regional, and
global levels in deliveringAfT. Three specific types of new partnerships will figure more
prominently in the frameworkfdhis Strategy: (i)supporting clients through knowledge platforms
that include a wide variety of external partndig;cooperation with specialized organizations in
the provision of technical assistance; and, (iii) collaborations to provide globat mduds,
especially datasets.

Knowledge Platforms:A new concept that has recently been developed in the context of the
WB G dKsowledge Strategy, these fora will bring together trade and sectoral officials, regulators
and national stakeholders as welleagernal experts to engage in a substantive, evideased
discussion of the effects of regulatory policies and the appropriate design of-syetific
regulatory policiesln the context of the Strategy thgdatforms areexpected to resportd demand

from countries engaged in regional integration efforts tmar e | i kely to ©be
regional economic communities/secretariats. The platforms will be supported through analysis and
knowledgesharing of the experience of countries in other paftde world. Each platform
provide a forum for collaboration between t#WBG, other partnerse(g., OECD, UN regional
commissions, specialized agencies such as UNIDO and WIPORIB=s and other relevant
regional institutions (e.g., the African Wm, regional economic secretariats). The participation of
partner institutions in the activities of a platform will depend on the issues that are raised by clients.
A key feature of the platforms will be to act as a vehicle to brirexperts from counteisoutside

of the regions concerndd.g., the BRICsand from the private sectdeach platform will also be a

focal point through which expertise from the different parts of the WBG can be brought together.

Cooperation and coordination in the provision of technical assistanceA second type of
partnership will revolve around collaboratiand coordinatiomwith specialized agencies and other
organizations to leverage the respective comparative advantages of different organizations and
thereby avoid dupli&tion and improve aid effectiveness. An example of collective action to assist a
large number of countries is the support that has been provided to developing countries in the
context of the WTO negotiations on trade facilitatiBoX 7). Other areas where such joint action

is likely to be pursued is regional integration (working with regional bodies and bilateral donors);
trade facilitation; andtrade and food security. The trade and competitiveness practices and trade
facilitation GET will act as mechanisms to work with partners in responding to specific types of
demand. In the area afistoms, the customs practice already works closely withAthi® and
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directs certain types of requests to the WCO and vice versa, In the competitiveness area, support for
export promotion agencies and addressing information externalities is a core competence of the
ITC: negotiation training is a core activity of WINAD/WTO,?® while FAO and UNIDO have
significant expertise and capacity on issues concerning product standards.

Box 7:WTO Trade Facilitation Negotiations Support Program

In 2005 the Bank launched a program designed to support the achievement ofitamusmbd developmen
friendly WTO Trade Facilitation Agreement that would act as a catalyst for obtaining government comn
to deep trade facilitation related reforms in developing countries. The program has been led by the B
has involved clee cooperation with the WTO Secretariat and several key partners including the IMF,

UNCTAD, and the OECD. The Banko6s work has b

country members and has contributed to positive progress being realthedniegotiations. In addition, it hg
led to requests for Bank assistance in trade facilitation related areas in advance of a new WTO agree
several cases Bank projects are now under development as a direct result of thed@taikation inthese
national needs assessments.

As part of the program the Bank developed a comprehensive tool for assessing technical assitsacd
priorities at the national level. The tool has now been deployed in over 100 countries as part of a pa
between the Bank, the WTO Secretariat and several key international organizations with financing p
through a multidonor trust fund established specifically for this purpose. The next phase of suppo
involve the conduct of a series of detdilease studies to provide practical information to negotiators o
challenges associated with effective implementation of new trade facilitation commitments flowing frg
negotiation process. While prospects for a successful conclusion to théatréitition negotiations are tiec
to the wider DDA there is significant potential for some form of practical early harvest at least in terms
delivery of trade facilitation related development assistance. All members of the development commu
already actively supporting trade facilitation reform and modernization and it is likely that they would re
positively to requests for implementation support in advance of the conclusion of the wider DDA parti
as it could be categorized apasitive Aid for Trade deliverable.

Trade and trade policy data generation and disseminatiés already mentionedmportant gaps
remainin the quality of trade and polieglated infornation Addressing these constraints requires

a concerted effottib share costs and avoid duplication. Biategy will focus on helping countries
mainstream trade intineir statistical development strategies at national and regional levels, as well
as iro government results monitoring and evaluation systems, and expanding trade data and
information systems available globally so that they can be used to assess regulatory and other
barriers to trade (including services trade), as well benchmark inditatassess performance.

Partnerships are a key element of the approach that will be taken to address data gaps and
disseminate data. An important example is the Transparency in Trade (TNT) data initiative, a
proposed partnership of the ITC, UNCTAB{DB andthe WBG with support from UNSEhat
comprises a joint mulyear program of data collection, capacity building and egpmress
provision of trade and trade policy data. The objective is to join forcesltect data that
complements what is reported byetWTO,integrate their use with each other and with related
databases, and to build capacity at the national and regionat evehake its maintenance
sustainableThe range of data already available under WITS, which incltrdele volumes and
values,andtariff schedulesis being extended tonon-tariff measuresincluding antrdumping and

28 And is also a focus of bilateral assistance. A recent example is the decision by the UK to establish an Advocacy Fund for
LDCs and lowincome countries to boost their capacity to develop negotiating strategies and to promote their interests in trade
disputesand reforms to the poliesnaking architecture (UK, 2011).
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other contingent protection measyremd policies affecting trade in services. Thmartner

organi zations have already begutatoosoThiswilthelp i nt egr
users by reducing duplication in products offered by international organizations and to exploit
synergiedetween them.

IMPROVING |INTERNAL AND EXTERNAL COORDINATION

The trade agenda spans mul drdap asevellfas teaditiormlrberder a n d
policies. A result is that &ade may not be considered in the design of projects and programs that

have an important bearing on the ability of firms and farms to benefit from trade opportunities, be
theyin transport, griculture thefinancialsector and so forth. Inthe WBG r ade i s not a
reflecting the fact that trade is inherentlycaosscutting issue As illustratedin Figure 12,

numerous units across the various networks undertake activities thatah@ede dimension,

including Finance and Private Sector Development (FPD), Agriculture and Rural Development
(ARD), Transport, ICT, Regional Integration Departments (in Africa, South Asia, and MENA),

LEG (the LEGPS Trade Law Working Groupiyestment Adisory ServicesCIC), IFC, MIGA,

PREM, DEC, WBI, and LEG. Many of these entities have both central and regional units.

A consequence is that coordination failures can easily occur and that opportunities for synergies and
complementarities are missed. f6tand skills are fragmented across the World Bank and there is
often overlap in activities, leading to instances of uncoordinated views and policy advice. For
example, trade facilitation support to operations is handled by PREM, the Transport Anchor in
SDN, and CIC/FIAS with only limited coordination across units. There is also little interaction
across regions. Task managers in different regions often work on similar topics yet do not
communicate because there are limited informasgioaring opportunitieand incentives at the staff

level.

To address these challenges, 8wategy proposefour actions: (i) the development of mujtear

trade programs by each of the Regiofdiscussed above)(ii) establishing several new
Acommuni t i e;giii) oréating a iaternalBanle Groupwide Trade Councito coordinate

WBG trade support and, (iv) establishing more regular interactions between the Trade Department
and key partner organizations, trade practitioners and policy institutes (eegtoid of egional
research networks

The practices and the Council will support the implementation of the regional trade stratebies
work programs. The practices will center on the trade facilitation/logistics and competitiveness
pillars of theStrategy as those are affected mostthg fragmentation of unit@nd skills across
different parts of the Group. In addition, the Regions may also adopttac@ragproach to improve
intra-Regional cooperation and coordination of trade support activities.
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Figure 12: Trade activities cut across many parts of the WBG
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1 Cooperation and coordination across the four pillars

In the context of institutional reforms within tA&BG to improve the operation of the matrix
structure, several new communities of practice are being formed. These bring together specialists
working oncommon issas from different Regional an&&or units. They are intended to provide a
mechanism for sharing human resources across Regions and facilitating the transfer of knowledge
and experience both horizontally (from one Region to another) andaligr{icetween downstream
operations and upstream analysis). The specific institutional form thesecatisg groups take

will vary. The two models that are most appropriate to the trade area are global expert teams and
communities of practice. The formevill be put in place for the trade facilitation and logistics
activities while the latter will be a key feature of trade competitiveness activities.

A global expert team (GET) for trade and transport facilitation/logisticA GET comprises a
group of st with technical expertise in an area who work on either asarosntry basis (in a
central, Network Achor unit) or for a Rgion. A GET proposal has been developed for trade and

transport

|l ogistics

and

submitt tordapproval. The GETBa n k 6 s

would include staff from Transport, PREMEGPS, DEC, IFC Advisory Services, MIG#nd FPD
and would be managed by a senior technical specialist/advisor and provide the coordinating
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mechanism for work on this topigcluding through dentification of opportunities for allocating
staff timeacross projects in different Regions depending on demand

Box 8: The Competitive Industries Global Practice

During consultations on the trade strategy, many stakeholders called for prodaiespecitfic assistance thz
goes deeper than a focus on the broad investment climate. Nhddime countries in particular stressed t
need for the WBG to provide advice and services that revolve around improving the conditions for inve
in specificproduct lines and improving the operation of specific supply chains.

Responding to these calls, aad an element of its Competitive Industries practice Finance and Private
Sector Development network of the Woldnk Group is launching a netwol that supports publiprivate
competitiveness partnershipitiatives (CPI)for developing industries that can compete effectively in glo
markets. This program will operate through the following steps:

1 Governments, firms, and other market players joirdgntify areas of comparative advantage g
constraints that inhibit firms from competing effectively. They establish a formal competitiv¢
partnership, which defines and initiates a targeted CPI Action Plan to systematically r
constraints. Thesglans will contain a set of clearly defined quantitative targets will be set to me
success, such as new employment generated directly (by market creators) and indirec
intermediates and foundation providers), amount of new investment gengyateth in sales and
export revenue, etc.

1 FPD will support the competitiveness partnership, first through a rapid analysis o
competitiveness of a countrybs existing i
followed by detailed, technitaanalysis at the suimdustry/product level to identify binding
constraints at the firm level, along the supply chain, in foreign markets, and in -pribéite
interaction.

1 The WBG, working jointly with other development partnensll assist indeveloping a suppor
program in line with the CPI Action Plan. Making use of all tools at its disgosa it financial
support to the government through lending operations, analytics and advisory services as
direct investments with the privatecser - the WBG would structure its support so as to activ
support the CPI in the targeted removal of constraints and systematieupuilflthese identified
industries.

Recognizing the mukilimensional macro and micro complexities in delivering sactprogrammatic
approach, the CPI umbreheould bring together a wide range of products and services across the institut

A trade competitiveness practick the competitivenesareamatters are more complex given the
multi-dimensional macro and micro dimensions of any effective programmatic approach. The aim
is to use theCompetitivenes®® ar t ner shi ps | niodmpettivellndustries glaba r FPD¢
practiceumbrella Box 8) to bring together a wide range of products and services across the
institution, including FPD (removing binding constraints, investment attraction, financial markets),
PREM (trade and export competitiveness), DEC (overall research), WBI (governance, political
accountability and capacity building), IFC (investments and adviseryices), MIGA (political

risk guarantees)LEG (trade law, legal and regulatory adaptation, and trade dispute resolution
mechanisms)and Regional WB teams (lending operations, special economic zones, inclusive
growth through growth pole and competitives@pproaches, etc). The objective will be to leverage

all internal resources in a coordinated manner to avoid fragmented operations and thereby maximize
impact.
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The precise contours and content of a trade competitiveness practice is still being deagltped
must complement the structure that is being put in place in the ongoing restructuring of FPD. In the
case of PREM, amtegrated business linen growth, competitiveness and trade (led by PRMTR)
has been established that connects staff in PREMatieamapped to different units working on
competitivenesselated projects, including macro/fiscal dimensions, innovation, skills and gender.
The objective is to coordinate work programs to develop more integrated operational knowledge
products, toolkits ashdelivery of services. At this time discussion with some of the Regions suggest
that a first step towards adopting a practice model is to bring together staff working on trade within
the same Region. These staff will primarily be mapped to PREM, FPD, TE@&sport and IFC
(Advisory Services). The regional trade practices would be represented on the proposed new Trade
Council.

Coordination of work in the third areailivrevolve primarily aroundcentral units PRMTR, DEGC
LEGPS)and the regional integratiodepartments, with research on and delivery of knowledge
products that have public good characteristics (tools, datasets, etc.) guided by the new Trade
Council

Finally, activities in the area of adjustmdnttrade shocksand inclusiveness do not reqgiinew

coordination mechanisms as these are already the responsibility of specific sectbrewnjts
PRMPR/HDN and the poverty sector board for labor market/adjustment policies and safety nets;
PRMGE on gendef® ARD for food security, etc. Work in theseeas will be guided by the relevant

sectorst r at egi es, with the Trade Department and R
role to work with the relevant units to support a focus on the trade dimensions of these issues.

1 A Bank Group-wide Trade Courcil

An internalBank Groupwide Trade Council will be formed to guide and oversee implementation
of the Trade $rategyand to ensure coordination in providing WBG support for tFtiéembers

will comprise the leaders of Regional trade practices/units, operational directors/manMy&G of
units that undertake significant trade activities as well as central units (including DEGJIGSE,

WBI, FPD, LEGPS,ARD and TWI). The Council willbe chaired by the Director of the Trade
Department.

The Guncil will meet regularly to discuss Regional work programs, monitor implementation, and
develop collective responses emerging trade issues. Theudcil will promote synergy between
WBG activities at country, regional, and global levels and provide guidance on linkages between
the Strategy and other sector strategtés.

29 The Trade and Gendenits in PREM are jointly preparing guidancetesto helpintegrate gender dimemsis into trade

related programs, especially the pillars, so as to show task managersshcanthelp create a winning situation all round.

30 This entity would differ from existing sector boards in that it will have no responsibility for staff recruitment, matdlity a
advancementeflecting the multidimensional and crossutting nature of th trade agenda

31 The Trade 8ategy supports the realization of the objectives in a number of sector strategy papers, includingspetTra
Business Stomtwgykbsowathe institutional i nf rActon Plam,ovhichr e f or
includes a focus on linking farmers to markets and strengthening value chains, and recognizes that food security is linked
closely to trade integration; the Energy Strategy approach paper, which highlights the role of energy tratiegrdemeand,
addressing energy security, and mitigating climate change. The Environment Strategy consultations (currently underway) are
exploring tax and regulatory measures that have implications for trade flows and trade agreements. See Annexradoy a sum

of linkages across strategies.

o
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The core functions of the Trade Council will include:

Implementation of the Strategy discussing and sharing information @agional work
programs; monitoring the functioning of the various trade practicd®th regional and
technical;

Knowledge managemensystematize knowledge, improve the flow of knowledge within and
across Bank teams, and increase interactiotisoutsideknowledge partners;

Partnerships help teams buildoe x t er n a | partnerships to | ever a
define and establish internal partnerships; and

Quality enhancemenand staff training promote strengthened and consistent qualityyade
supportacross the Bank through tools, analytical work, and reveawasidentification of staff
training needs and delivery opportunities.

The Trade Councilould report annually to the Boaad Executive Directorsn the progress that is
being made in iplementing the Strategy. Th@ouncil would also act as thaternal governance
mechanism for the allocation of doriimanced trust fund resources to support activities under each
of the four pillars.

BANK RESOURCES ANDFUNDING

The implementation of the Trade Strategy assumes a flat budgptementation is not conditional

on and does not assuradditional Bank resources. However, the budget situation implies that the
Bank will be constrained in the volume of trade activitiespecially in the provision of global
public goods (e.g. crosuntry data sets and related tools) and the knowledge agenda, by regional
and central unitsTrust funds, such as the MDTF, will allow the WBG to do more in these.areas

The WBG has been detnog significant resourcet® the trade agenda, a trend thasaccelerated

in recent years. This increase in Bank resources is illustrateédebgreation othe International
Trade Departmenn 2008 anda 38.6percentincreasein the budgetallocated ¢ trade by PREM
between fiscal years 2008 and 20Kl similar trend is observeith several othenetworks and
regions The Africa region, for examplereateda regional integration department2005 with the
objective of investing 10 percent of IDA resoes in regional projectshas hired fourtrade
economistsn recent years, and has a large number of {raldg¢ed projects underway ranging from
corridors to border management improvement to SEZs and agribuskesmportant as the
number of activitiess the increasing attention on complementing infrastructure investments with
initiatives to facilitate trade and remove policy barriers to cbumsder trade. The Arab World
Initiative has increased the focus in the MENA region on the regional tradeaagfe@chasvery
substantiallramped up itsactivities insupportof the trade agenda by increasing its focus on trade
finance, investments in trade facilitation and logistics, and distribution services for agribusiness and
other sectors, as well asproviding advisoryservices.The same is true for MIGA.

Own Bank resources spam ESW, TA* and Knowledge Product activities have increased steadily
since FYO7 (Figure 13)Ihese are noweing used to inform projects and lending programs at the
country and egional leved. Bank resourceallocated taradeactivities are expected tmntinue to

32 AAA activities include ESW, TA, impact evaluation (IE), donor aid coordination (DA). Other AAA product lines
include research services (RF) and external training (TE), which are sponsored by DEC and WBI, respectively.
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_ _ expand in relative termgo cover the costs
Figure 13: Bank Funding for ESW/TA/KP  gassociated with the various internal coordination

activities has been rising since FY07 mechanisms that are proposed to implement the
$ Millions Strategy_
17
165 The WBG hasbenefitted fromdonor trust funds
to cofinancevariousaspects of its trade program.
16 Much of the pioneering research on the Doha
155 Round negtiations, trade and poverty
15 agricultural policy distortions, and trade costs
145 would likely not have taken place without these
14 external resources. Large ($1% million) mult-

donor trade trust funds established in Cambodia,
Lao PDR, and Indonesia are sopjing important

Source: SAP / Business Warehouse technical assistance programs in those countries.

The Bank has carried out comprehensive trade

diagnostics in most LDCs, many of which wemnadertaken in the context of the Integrated
Framework for Tradé€related Technical Assistance for CB (now the EIF)A multi-donor trust
fund (MDTF) established in November 2007 to mainstream trade into country programs has been
instrumental in increasing deliveries of trafdeused policy analysis and technical assistance,
making especially importanbatributions in the areas of regional integration and services trade. In
2009 a $40 million Trade Facilitation Facility was launchedupporttechnical assistance for trade
facilitation reforms and investmentand anAid for Trade Coordination Councikonsisting of
representatives from the Bank and donors contributing to -Béah trust funds, was established to
ensure greater coordination of these trust funds.

FYO7 FY08 FY09 FY10

As the existing MDTF expires in June 2011new multidonor trust fund will be established t

allow interested donors wupport implementation of th&trategy This new fund will support the
Regions to allow them to scale up regional trade work programs, as well as global research, analysis
and collection/maintenance of cressuntry datasets The Trade Coundiwould act ashe internal
governage mechanism for ensuring thaédonal programs are consistent with the objectives of

the Strategy

FLEXIBILITY

The Trade Strategy will be implemented over ten years with the four priority areas currently
identified being the focus of worifer at least the next fivgears In order to allow for the possibility

that trade priorities change for clients over the darabf the Strategy an interim assessment will

be undertaken in year three to take stock of progress and propose any necessary realignments to the
four pillars.

33 Since the benefits from research, the provision of ecossitry datasets and diagnostic/analytical tools, and andigsed
advocacy on global trae#evelopment issues are not courgpecific,and n the wake of the recent crisis, budgets and staff
time are being prioritized for supervisionplementationof a greatly expanded loan portfolisesourcedor crosscountry
policy analysisresearchdataand capacitsbuilding are limited. A MDTF will allow the WBG to scale up its delivery in these
areas.
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S. MONITORING AND EVALUATION OF RESULTS

Aid effectiveness is a central issue for it G aradesupport activities as well as in the wider
debate surrounding thepact of the multilateral Aid fofrade initiative. The Bank has established
a robust results monitoring framework around a double objective: (i) to ensure that itseactati
they contibutions to global public goodsknowledge and learning products, tradtated data,
AAA, or Technical Assistance and lending, all contribute to achieving its overall missid(ji)

to leverage the knowledge generated by its own activities for er hettlerstanding of the binding
constraints faced blyaders indeveloping countries.

The results framework for tradelated activities is articulated into a series of performance
measures, indicators, and measureable impactsWB® is working to impree this framework
along twobroadaxes: (i) astrongerarticulationof evaluation anddatdknowledgedevelopment
strategies; (ii) improved monitoring and evaluation (M&E) methodologies.

Consistent monitoring of indicators at the country level requiresedutarticulation of the M&E
framework with longterm data and knowledge&oduct development strategies. Notwithstanding
the conceptual difficulties raised by the use of synthetic indices, in particular in terms of attribution,
indicators recently develepl by Bank researchers provide useful metrics to monitor progress in
many areas. For instance, improvements in border modernization and trade facilitation can be
assessed partly through better Logistics Performance Index scores. Reductiontaniffrizanriers

to trade can be monitored through the sertiade restrictiveness, NTM anfTBD databases.
Competitiveness outcomes can be monitored through the transdetiehdatabase developed with
customs administrations. Critical information on the coution of trade to poverty reduction can

be garnered by combining trade data with household survey3VBl&is devoting a great deal of
attention to further developing and refining the accuracy of these and other available metrics.

While drawing on gerrally accepted M&E principles based on the logical sequence of activities
(logframe),WBG evaluation methodologies for tradelated activities are impraowg through more

systematic collection of specific data and adoption, wherever practical, of tenadaation (IE)

methods used in other areas of development. For interventions such as export promotion or
technical assistance that target individual stakeholders (e.g. exporters, SMEs, individual
entrepreneurs, or farmers), IE methods rely on the benchhrmgrkiof t he benefici ari
against that of a # ebeneficiariesl Thig approaphds not suitable foriall ar n
traderelated activities but lends itself best to certain TA and lending activities explicitly benefitting

firms andindividuals. Examples of this approach include the recent DEC/PRMTR evaluation of
Tuni si a-preamotexpgoogram (Gourdon et al. 2011). When benchmarking through a control

group is not feasible, M&E relies on careful befared after comparisons of ottmes measured

through surveys and quantitative data.

1 The Trade Strategy Results Framework

Table 1 below summarizes the results framewtirls organized around thrdeoad categories of
results: (i) indicators of global progress; (iWBG-supported radts in client countriesand, (iii)
results by the WBG* Thefirst category monitors very broad indicators of progress in the ability of
firms in developing countriesespecially lowincome ones to take advantage of opportunities on
international markis. These indicators include sectoral diversification, market reach, and survival

34 The results framework doesoto v er t he | FCés trade finance programs and pro
FY12-147 Impact, Innovation and Partnership.
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on export markets, three important margins of export development and sustainability at the firm and
country levels. They also include measures of the importance of semades lboth on the export

side, which reflects service providerso compet.
ability of firms in all sectors to benefit from higjuality service providers. These indicators

primarily reflect the joint actionf all stakeholders in the trade and development community.

The secondbloc of results focuses oNWVBG-supported resultsn client countries,relying on
indicatorsdefined essentiallyat the country rather than project levaks well as indicators for
developed countries in areas where the impacts of their trade policies (e.g. agricultural export
subsidies; NTMs) are adverse for developing countfieese outcomes, while being influenced by
WBG work and advocacy, are subject to many confounéaetprs, including many (netrade)
flanking policies which can work at crepsirposes with tradepening agendas at the country level,
pursuing different societal objectives such as conservation or consumer sdiety. tfie
interpretation ofthese indictors andtargetsshould make allowance for factors outside of the
WB G6 s s p a nandarfebest seantas relévant to the multilatéval for Trade initiative more
broadly.

With this caveat,hte wealth of countrnylevel indicatorsused in this categorg designedo provide
areasonablyomprehensive picture of trade policiegking into account their increasingly complex
and multifaceted naturelt reflects the considerable effort made by WRBtff to close existing
knowledge gaps by creating indioeg and databases that exté¢ine wellestablished monitoring of
tariffs (Tariff Trade Restrictiveness Index) to ntaniff measures (Overall Trade Restrictiveness
Index, based on the new NTM databasa)ntingentprotection measure¢Temporary Trade
Barriers Database}yervicetradepolicies(ServiceTrade Restrictiveness Index and Service Policy
Certainty Index), and logistics (Logistics Performance Index). Some of these indicators are also
aligned with the guideline indicators used in the Country Pddicg Institutional Assessment
(CPIA) criteria for donor aid allocation to leimcome countries, specifically criteria (b) on
structural policies, which also feeds into the IDA Resource Allocation Index.

Indicators on the development of national competdiiess and trade facilitation strategies are also
important. While these themes are often subsumed in national development strategies, the use of
competitiveness and logistics strategies as focal points raises the profile of trade in client countries.
In addition, having access to strategies in specific areas relating to trade, serves as a legitimate basis
for stakeholders within developing countries to build stronger constituencies for trade reform,
including with Ministries of Finance that most often de¢ £conomic policy agenda and have the
greatest convening power. The development of growth strategies alone will not have these impacts.

Thethird category covers organization and operational effectiveitegsans outcomes and results

in the main prioriy areas or themes identified by the Strategy. For knowledge products and AAA
activities, indicators are relatively straightforward. For project activities in TA or lending, a
distinction must be made between projestel and activitylevel indicators. Prectlevel outcomes

are measured by specific improvements directly attributable to each project (see Box 9 for an
example), whereas activily e v e | out comes are measured by t he
productso.

One of the Resul t ndesistmdefinerfdtc éash categgry, indicatdrsl treat are
both reliable and meaningful in terms of achieving key development objectives. Measurable
indicators imply, among other things, that a baseline is available at the start of the activity or the
project, which in practice may constrain the choice of indicatorGroups of activities with similar

35 Where baseline information is not available attention is often given to its prepahatiog project identification.
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focus should also share core indicators that can eventually be aggregated. For instance, trade
facilitation projects monitor outcomes in terms of reductionsdelays or improvements in
reliability of international supply chains. Indicators typically include customs clearance times, dwell
times in ports, or transit times in trade corridors. Data are generally available in these areas or can
be collected relately easily and are typically reliable enough to provide credible baseline values.

Box 9Russiads Customs modernization project

In 2003, the Russian Federationds Feder al Cust
Russian Fedetmn Customs Development Project, a reform and modernization project focused on ach
major improvements in the efficiency and effectiveness of customs operations in the Central and Nd
regions. The project aims to: promote internationally aat#ptpractices for processing of international trg
flows by Customs to further integrate the country into the world trading community; increase ta
compliance with the Customs Code; increase transparency; and increase timely transfer of colkubed
to the Federal budget.

I n 2010, a comparative analysis of proj ectM&E 1
processSix primary-projectperformance indicatoysgreedon at thestartof the projectare used to monitof
progress.Theyfocus on the percentage of declarations selected for inspection; the average customs ¢
times for vehicles and shipments; the compliance gap and enforced compliance in tax/duty collectiof
2010, the project had achieved a:

0 75percenimprovement in the percentage of import declarations selected for physical inspection
88 percenimprovement in the percentage of (r@mergy) export declarations selected for physical
inspection

62 percentreduction in the average customs clearance times at the border (vehicle customs checkp
80 percentreduction in the average custogiearance times

58 percenimprovement in the compliance gapd,

97 percenimprovement in the rate of enforcednapliance in tax and duty collection.

o

O oO0Oo0oo

1 Monitoring of Results

Results will be monitored through i) continued data collection on the impact, outcome and
performance indicators to be used in theults framework; ii) collaboration with DEC and their
work program on impact evaluation of traddated policy interventions; and, iii) the Trade Council
which will review and discuss progress on the results indicators.
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