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1. INTRODUCTION
In the age of the world trade regime
, where free trade is one of the basic values, and a desired goal to be reached, we can witness continuous liberalization
, 
.
Free trade was first advocated by Adam Smith, in its book called The Wealth of Nations. He stated that “If a foreign country can supply us with a commodity cheaper than we ourselves can make it, better buy it of them with some part of the produce of our own industry, employed in a way in which we have some advantage”.
 To put it differently, he simply argues that if a country has ‘absolute advantage’ in producing certain goods, other countries better trade those products for commodities they can make at a lower cost. By doing so, every participant can gain from trade.
 (Later his theory was further developed by Ricardo and Samuelson above all, but more about them later under the section ‘International Political Economy’.)
History has showed us precedent for freeing trade before, around the end of the nineteenth and the beginning of the twentieth century, when a remarkable growth in the international trade system could be witnessed. That epoque, also known as the golden age, was ended by World War I and due to the Great Depression and World War II had no chance to return. Particularly because of the protectionist practices countries started to introduce worldwide as events were moving in the wrong direction.

The current wave for freeing trade, and by this the evolution of the present trade regime, started in the middle of the last century, after the Second World War, with the basic idea that if someone produces something in country A that people living in country B want to buy, these people should have the right to do so.
 In other words, protectionism
, which was practised all over the world during that time, started to be reduced by international rules agreed upon by trading countries. The justification of such action was that it was going to decrease uncertainty and unpredictability and promote stability in the supply of the participant nations. (It entails that the global trade regime has three elements: trade, national regulations – means such as tolls, tariffs, custom duties and non-tariff measures introduced by the government to protect domestic producers from cheaper foreign goods, and international agreements – rules to limit government’s ability to interfere international trade via regulations.)

Due to the fact that the evolvement of the global trade regime was started in the post-war era, during the time when the United States had a hegemonic role in the international economy, their values (mainly trade liberalization and multilateralism
) left their mark on the system right from the beginning.
 After the War the US with their allies tried to establish a new structure for the international system. They have founded the International Bank on Reconstruction and Development (which was the predecessor of today’s World Bank), the International Monetary Found (IMF) and they also attempted to establish the International Trade Organisation (ITO); however the latter one never came into existence as it was failed to be ratified by the US Congress. This led to the establishment of the General Agreement on Tariffs and Trade (henceforth abbreviated as GATT), which was not an international organisation, but a contract included rules which were agreed upon during multilateral negotiations. The aim of these rules was to ensure that tariff reductions would not be reinstalled by other means.
 Furthermore, the basic principles were the followings
:

· non-discrimination, which was realized through the introduction of the most-favoured-nation principle (MFN). It means that an advantage with which a nation was granted has to be automatically expanded to the other participating countries as well. 

· Non-preferential treatment, which is the restriction of treating foreign products less favourably on the internal market.
· Prohibition of qualitative and/or other non-tariff barriers (NTB),
· reciprocity,  or in other words giving benefits to the partners in order to get them do the same. Although reciprocity encountered problem when developing countries joined the GATT, as treating unequal partners equally in trade negotiations cannot be considered as reciprocal. To solve this problem, the aspect of ‘special and differential treatment’ has been introduced. 
· And finally the norms of ‘safeguards’ and ‘commercial consideration’, the former allow governments to retreat their commitments for a certain period if there is a problem on the domestic market which needs to be adjusted to, while the latter one advocates free market against governmental intervention.
The GATT’s main task was trade liberalization, and most of the achievements in this respect were reached in trade negotiations. The first four rounds (in Annecy – 1949, in Torquay – 1951, in Geneva 1956 and in Dillon – 1960-1961) were dealing with institutional matters hence they could not contribute to the progress otherwise. The first momentous negotiation was the Kennedy Round (1963-1967) with its average 35 percent tariff reduction among the participants and also because it prepared an anti-dumping code. In addition to these successes, this round was also historical because the countries of the European Community stood up with a single voice for the first time, and by doing so they were engaged in the negotiation process with the US as equal powers. Finally, it also has to be mentioned that during that time a struggle between liberalization and protectionism was on, and this round was considered as a test whether an acceptable settlement can be reached, otherwise a breakdown (most probably) would have led to increased protectionism. This situation exerted a huge pressure on governments to succeed.

The success of the Tokyo Round (1973-1979) was that it extended liberalization to non-tariff barriers. Besides further tariff reductions (with the introduction of the Swiss tariff-cutting formula, where tariff cuts are proportional to the original tariff’s size), its most important achievement came under the heading of legal codes (six in number, dealing with issues like technical standards for products), and the revision of certain GATT principles with the interests of developing countries in mind (attempting to ease the obligation for those countries, e.g. via allowing infant industry measures) was also a new improvement.

One of the main characteristics of the succeeding Uruguay Round (1986-1993) was that new issues, such as intellectual property or services, became subject of the negotiations, additionally to the old ones. The changing nature of the world economy called for the regime’s moving forward to that direction. However at first developing countries were resistant in this matter; their concern was that they were not satisfactorily developed to discuss those issues on an equal footing with the other participants. Moreover, they felt that western countries eluded their duties regarding trade liberalization concerning some traditional goods, in which they were highly interested; consequently they made further liberalization in those areas as a prerequisite to the new negotiation round.

One of the most far-reaching results of the Uruguay Round was that it managed to integrate developing countries fully into the global trade regime. It could happen because of some negotiating principles, in particular the consensus
 and the idea of single undertaking
, gave power to small countries; and also because during that time many developing countries went through market-based economic reforms which made them welcome the principles and the objectives of the trade regime. Another result why this round was of a great importance is that it established the World Trade Organisation (WTO), an international organisation with legal personality, institutional structure, decision making procedure and backed it up with a dispute settlement mechanism.

The launch of the Doha Round or rather the Doha Development Agenda (DDA) (2002-until presently) was the confirmation of the direction the global trade regime has been moving on since its formation. Although it has to address the G21+ group’s (coalition of developing countries) belief that “the benefits of the trade regime have not been equitably proportioned between developed and developing countries”
.
 The mandate covers subjects from agriculture to services.
 But more of the DDA later (under the section called ‘Aid for Trade’).
To summarize, as more and more countries got involved in the negotiations, and as equal powers got engaged in the rounds (as it happened at and since the Kennedy Round with the US and the EU’s attendance), the results were getting more and more significant, although reaching an agreement also got more and more complicated.
1.1. Problem formulation

The purpose of the previous overview was to present the path the world trade regime is moving on, to identify the main actors (or the main groups of countries) and the issues around which they are polarized.

So far I mentioned the term ‘developing countries’ several times without explaining exactly who they are. At this point I find the identification of that group of countries important for the reason to avoid any misunderstanding concerning my problem formulation and research question. In this paper I am also going to use the terms ‘underdeveloped countries’ and ‘Third World countries’ as synonyms to ‘developing countries’. All of these expressions refer to post-colonial countries (distinguishing them from the First World – industrialized countries in the Western World – and from the Second World – countries used to have planned economies), which bear the following traits: widespread poverty, low real income per capita, marginal influence on global affairs and vulnerability to external forces they have no control over.
 However, (maybe) an interesting turn that the United Nations does not have definition for ‘developing countries’, as its stand is that “the designations "developed" and developing" are intended for statistical convenience and do not necessarily express a judgement about the stage reached by a particular country or area in the development process”.

After this clarification, let us return to the subject. As it is noticeable, world markets are gradually opening up, but developing countries, especially the poorest ones, cannot take advantage of that as they lack basic infrastructure and productive capacity.
 Subsidizing these countries, according to some, does not solve the problem, but on the contrary, can be harmful and counterproductive. Aid for trade (AfT), as a new initiative, goes beyond simple financial aid; it designed to help in adjusting to trade liberalisation.

In the light of the abovementioned, the question my project is concentrating on is the following:

· Is the new initiative of Aid for trade, provided by the European Union for developing countries, a breakthrough in the ongoing trade liberalization process?
Here I use the term European Union, because delivering aid works like a shared competence, as both the European Commission and the Member States grant money through the EuropeAid Office, which coordinates their actions. By doing so, the European Union is the biggest aid donor on the world.

The criteria for being a breakthrough tool is to be more effective then previous initiative on the same field, to keep those programmes’ good practices while addressing their pitfalls, and mainly to provide a new concept for tackling the problem at hand with high expectations set on it concerning its results. 

Sub question:

· What can the parties involved (both the donor and the recipient) earn by the Aid for trade?
1.2. Theoretical perspectives

In the theoretical part of the project the method of ‘theoretical sampling’ is going to be used; it means not all the theories connected with the topic of this paper will be presented, just those which help in better understanding and have the greatest explanatory, descriptive and predictive value. To make sure I have chosen the right theories I am going to take the different approaches within the study of International Relations and Development theory into consideration and examine closely the subject they concentrate on, whether is that relevant to my topic here or not. In other words, do they have something to do with trade and/or aid or not? Trade and aid are key concepts here, that is the reason why they get utmost importance in the process of selecting theories. If a theory has close connection with the abovementioned concepts, I am going to elaborate that in more details. But before coming to that I am going to write down what speaks for using the chosen theories. 
To be more specific, I am going to focus primarily on Liberalism, or rather its suitable aspects such as Interdependence, Republican and Economic Liberalism, in order to present how assistance and collaboration related to trade can be mutually beneficial. After that I am also going to touch upon the Modernization theory and on the scenario it offers us for achieving development to show how the developed world can help that process.
1.3. Methodology

In this paper I am going to use both primary and secondary sources. By primary sources I mainly refer to the EuropeAid office, the Directorate General for Trade, and for Development of the European Commission and the World Trade Organisation’s suitable papers. In addition to these, I am also going to employ secondary sources, like (on-line) encyclopaedias, webpages, textbooks, articles, speeches, etc. 
As far as methods are concerned, the technique of content analysis, historical comparative research and demonstration with examples are going to be used here. 
The first one, the content analysis, refers to the technique of determining whether certain words or concepts are part of the examined texts or not. Furthermore, this method is also about studying the meaning of those words or notions in connection with the texts and their relationship with them; to put it differently, to identify what massage they carry.
 I am going to use this tool to process theories related to my topic and to choose the right ones to be used here. And it is also useful to identify and name the main aspects of the examined texts. 
Historical comparative research is a method used for revising past data to conclude what impact they had (and maybe still have).
 With the help of this technique I am going to follow the development of the European Union’s trade related aid policy and activity to see previous initiatives’ influence on the development of Third World countries, and to compare that to the AfT’s (potential) effect on development. The necessity of this comparision is to make us able to decide whether the AfT is an important tool, a breakthrough, in the ongoing trade liberalization process. 
Last, but not least, I am also going to quote examples to look at how previous trade-related aid initiatives of the European Union and the Aid for trade work in practice.
The reason for using different theories and also different methods in this paper is to meet the triangulation criteria of social science. That is about the need of applying more than one method and theory in a study to diminish bias and to increase the validity of the results.

1.4. Overview of the project

To address my research questions, this paper is divided into three parts. The structure of the first one, the theoretical chapter, is the following: after the previously mentioned ‘justification of the chosen theories’ part – where I am going to elaborate in more details why do I use certain theories from the field of International Relations and also from the field of Development studies while leaving other approaches out – I am going to introduce basic definitions before coming to point out the main arguments of the selected theories.
In the second part, in the analytical chapter, I am going to focus on the concept of the new initiative of Aid for Trade, but I am also going to review the European Union’s trade related aid policy and activity in order to analyse and evaluate the different initiatives’ impact and to compare that to the AfT’s (potential) effect.
Finally, in the conclusion, I am going to summarize the results of this paper and address the main and subquestions of my problem formulation. And at the very end I am going to finish my paper with trying to look into the future, to see the perspective of the new initiative of Aid for Trade.  
2. THEORETICAL PART

2.1. Justification of the chosen theories
In the broad sense, my topic is basically related to the study of ‘International Relations’ (or IR in a shortened form) and to the ‘Development theory’. The first one examines the nature of the relations existing between states (their foreign affairs)
, their relations with international organisations and with other (political) entities
; while the latter one, as indicated by its name, studies how desirable change (for the better) can be brought about in different aspects of life (e.g. economic, social, etc.)
.
Due to the fact that these theories are more than just a theory, but rather conglomeration of different ones, in the following I am going to touch upon those different approaches they involve and briefly set fourth what speaks for using a certain theory and what not. 
2.1.1. International Relations

Of course, there are different classifications within IR. What I am going to use and refer to is the one presented by Robert Jackson and Georg Sørensen in there book called ‘Introduction to International Relations’
. I decided on them on the one hand because they are internationally known and respected professors
, and on the other hand as this book of theirs accompanied me through my university education.
The authors mainly divide the discipline of IR into four parts (four theories): Realism, Liberalism, International Society (or the so-called English School) and International Political Economy (or IPE in short). The main difference among them is that they focus on the provision of different basic values (such as of security, freedom, order, justice and welfare).
 The underlying principle is that the abovementioned values are believed to be essential for human well-being, thus must be ensured by the states constituting the international state system.
 The authors summarized the connection between the before mentioned values and theories as it can be seen in the following box:
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Box 1: IR values and theories

After examining the box we can conclude that Realism is not the best theory to apply here, as it mainly deals with security issues. It is pessimistic about international relations, considering them to be indispensably conflictual, and taking wars as the ultimate solution for arranging disputes. Furthermore, by viewing IR as the arena of power politics
 and enforcing self-interests it neglects the cooperative thread of human nature, so does the common interests, rules, duties and rights what countries share (and/or have) and excludes the chance of progression or progressive change.

But contrary to Realism, Liberalism makes a good fit to the subject-matter I examine in this paper because of its optimistic character. It builds on the assumption that states are cooperative and it leads not only to freedom and peace but also to change advantageous for every participant.

As far as the International Society theory is concerned, it does not suit the requirement of having (great) explanatory, descriptive and predictive value when it comes to the topic of aid, as in the first place justice (more precisely international justice) and order (international order) and their preservation and promotion lie in its centre of attention.

Finally, IPE is also an adequate theory to use for investigating and understanding aid issues as it concentrates on the economic aspect of international relations which has been downplayed by other IR theories.
 More precisely, due to the fact that the basic values of wealth and welfare are being central in this approach, Third World countries got emphasis here; how can they profit from the growing interdependence of our days, and/or what they should do to avoid being exploited.

To sum up what has been said so far, I am going to use two out of four main IR theories, namely the Liberalism and the International Political Economy, (or rather those parts of theirs which are appropriate to the subject).

2.1.2. Development theory

The development issue itself attracted attention in recent times. Previously underdevelopment was taken into consideration as a colonial problem, owing to the fact that countries being affected by the phenomenon belonged to the realm and control of European states as their colonies. Tables have been turned however by the decolonization (started in the 1950s); the recognition of these states’ independence by the international community made underdevelopment an international issue.
 (Later on, under the heading ‘Basic assumptions of Liberalism’, I am going to explain in more details what accounts for this status change.)
As I mentioned before, there are different approaches within the Development theory providing us with different scenarios for development. Two views evolved at first (in the 1950s) to find a solution for the problem at hand, these were the so-called Structuralist school and the Modernization theory.
 In this paper I am going to make use of the assertions of the Modernization theory in view of two reasons:

· on the one side, because the Structuralist school is believed to have significantly lost its influence
;

· and on the other side, because by looking at the aspects they focus on and the solutions they offer us we can conclude that the Modernization theory has direct connection with my topic, with trade and aid, (as it deals with the question how can development be achieved with assistance in the picture, or in other words, how can others help the development process
); while the Structuralist school has not (it claims that a structural transformation from being a traditional – agricultural – economy to becoming a modern one has to be realized in underdeveloped countries which will let them uphold national self-sufficiency and the expansion of their domestic industries will fuel economic growth
). 
By this time, other theories emerged in the field of development. The best-known among these are the Dependency theory, the State theory and the World Systems theory. 

It can be said that Dependency theory comes near in its point of view to the Structuralist school. However, they differ from each other in their starting points as Dependency theory does not accept the ‘traditional economy’ or ‘traditional society’ to be the point of departure of the underdeveloped countries’ development process, but takes underdevelopment to fill that part (which is a big step back from the place where other countries started their development). Furthermore, it insists on the idea that underdevelopment is caused by the evolution of the modern world, and because of that the only way to get progress in backward countries under way is to delink from the developed world and to achieve internal growth by themselves.
 (Here we can see that the solution provided by this theory is quite similar to the one offered by Stucturalists.)
State theory is basically on the same stance as far as the idea of breaking ties with the modern world is concerned; the main difference is that while Dependency theory imagines the state having a central role in putting development in action, State theory also emphasises the part social relations (different in every country’s case) have in it.
 
Finally, the World Systems theory does not have suitable explanatory and predictive value regarding the topic here as it mistrusts state involvement as such in development and advocates the role social movements have in it.

The following table aims to make the stands of the theories more clear.

	Theories
	Solutions – how to achieve development:

	1. Modernization theory
	By following the example of developed countries + with their assistance.

	2. Structuralist school
	By structural transformation, by becoming a modern economy, where the expansion of the domestic industrial sector will fuel economic growth.

	3. Dependency theory
	By delinking from the modern world and by achieving internal growth alone.

	4. State theory
	By the interactions between states and social relations as they have crucial role in putting development in action.  

	5. World Systems theory
	By no state involvement in the development process as it can be best realized by social movements.


Table 1: Development theory

In short, from the different approaches (dealing with development) at our disposal, Modernization theory is going to be applied in the followings. 

2.2. Liberalism
2.2.1. Basic assumptions of Liberalism

Before coming to Liberalism, I think it is important to talk about the ‘empirical statehood’
, which is a basic concept within the discipline of IR without taking the side of any particular theory.
Empirical statehood is about states’ political and economic development, how solid their political institutions and economic basis are. By judging states on these factors we can distinct between strong and weak states (these are not equivalent with the terms ‘strong’ and ‘weak power’ which in IR indicate military power). This distinction also implies that states with varying empirical statehood belong to the same global state system. What makes this an important concern is the principle that inside a system equal standards and expectations (should) apply. Thus it can be concluded that underdevelopment afflicting several states of the contemporary state system influences the nature of the whole system and that makes underdevelopment an international problem instead of leaving that to be only somebody else’s (domestic) problem.

One could pose the question what has Liberalism in general got to say to this? The answer lies in the basic assumptions of the theory; in particular in its optimistic view of progress and of the cooperative nature of international relations.
 Moreover, following the liberal way of thinking, it can be concluded that these two are related and have an interplay going on between them. The underlying argument here is that even if the players in international relations are self-interested they share common interests, thus it is mutually beneficial to cooperate. And it will be happening on a larger and larger scale as the world gets more and more modern and demands further collaboration.

2.2.2. Four major strands of Liberalism
As IR can be divided into different approaches, so can be Liberalism
. 
· Sociological Liberalism believes that IR is more than just about relations between states, or to put it differently more than governments’ foreign affairs; it also includes transnational relations between organisations or among people of different countries. In other words, the relations among civil society players. 
· Interdependence Liberalism claims that states and their people mutually depend on each other; furthermore the level of this interdependence increases as the countries get more developed. Because of this governments cannot overlook what happens in the world, as they will be also affected in some way.
· Institutional Liberalism concentrates on international organisations/institutions and their role in the regulation of international relations.
· And finally Republican Liberalism is the strain which advocates that liberal democracies do not go to war with each other, thus the spread of that political system will entail a peaceful world where cooperation will be in place instead of conflict.
In the followings I am going into more details concerning Interdependence Liberalism, as that theory could help us answering the questions ‘Why is helping other countries important and essential (in general)?’ and ‘What can the parties involved gain by doing so?’. After that I am going to touch upon the Republican Liberalism to the extent of a train of thought, in particular to talk about the idea of the ‘spirit of commerce’, which is strongly connected with the thinking of Interdependence Liberalism.
2.2.2.1. Interdependence Liberalism
The best way to start this part is to clarify the notion ‘interdependence’ first, or rather ‘economic interdependence’, as that aspect of interdependence fits the best here. According to Anthony Giddens
 (and also to online dictionaries
), economic interdependence can be defined as “the outcome of specialization and the division of labour, when self-sufficiency is superseded and individuals depend on others to produce many or most of the goods they need to sustain their lives”
. To further improve this definition, we can add that interdependence is not exclusively recognizable in the lives of individuals, but so does in states’ relations and lastly but not least both within and between regional integrations (like both inside the European Union, in other words among the member states, and in the relations of the EU with other regional integrations or other players).

To approach the concept from an economic point of view as well, we can use the definition provided by the Deardorff's Glossary of International Economics (which is specialized for describing the terms used in international economics, containing trade terms as trade constitutes an important part of international economics)
. In this respect economic interdependence is described as “the extent to which economic performance (GDP, inflation, unemployment, etc.) in one country depends positively or negatively on performance in other countries.”

Economic interdependence is mainly examined and emphasized by the theory of Interdependence Liberalism. The departure point of that is that the source of gaining prominence and achieving prosperity, which bear outstanding importance among the concerns of a state, has changed over time. While previously it was equal with military strength and territorial expansion, for today they have been replaced by economic development and trade. The reasons why are on the one side because the latter ones are more cost efficient; and on the other side because nowadays not the land is the main resource for richness anymore but rather labour force, information and capital.

To put it differently, economically successful countries of today chose the ‘trading-state option’ over the ‘military-political option’ after World War the II. Instead of continuing the practice of high military spending and maintaining a self-sufficient economy they switched over to a system characterized by international division of labour which entails high interdependence. The underlying mechanism here is that it is believed that increased interdependence reduces the possibility of war and so does the need of high military expenditure what can be spent on something else. Wars nowadays occur in undeveloped countries where still the land is the dominant factor in production, they are at a lower level concerning economic development and they are not that advanced in interdependence either.

But what are exactly the reasons that make a country consider the trading-state option and to decide in favour of getting involved in such an interdependency? As for Dale C. Copeland, he is convinced that states make judgement in the light of ‘trade expectations’.
 Trade expectations contain different elements
:
· The first and most obvious factor is the benefits (mainly to the welfare of the country) that a country can gain by trading, or it can be called as the immediate value of the trade.

· In addition to the former, states also have regard for the future trading environment; in other words, what are the expectations of future trade, which can be referred to as expected value of the trade. 

Copeland’s argument here is that countries begin trading not only in the case when direct benefits dictate doing so, but also in cases when albeit current trade level is low it will presumably be high in the future.
 

· Furthermore, the opposite of the abovementioned, in particular the immediate cost and the expected cost emerging as the consequences of a country’s choice to be left out from trading, also play a part in the decision.

· Adjustment cost is another aspect need to be examined thoroughly. That means the cost of specialization in the goods the country in question has comparative advantage in producing; and other spending required by trade (e.g. developing infrastructure). It can be a great expense, especially if trade is severed afterwards. That might bring about worse conditions than they were before the specialization.
 
· Dependency must also be mentioned on this list. That can be best described as a level expressing how much country A needs country B either as a market or as a supplier. The more there are alternative possibilities the less a country is dependent.

· The potential partners’ concessions, i.e. bargaining and diplomacy, can contribute to a state’s willingness to trade and to get involved in the interdependency to some level. Moreover, it is believed that the level of trade shows the level of economic interdependence.

Speaking of the (different) levels of interdependence, ‘complex interdependence’ must be mentioned to see which way the world is going in theory. Robert Keohane and Joseph Nye defined that state in the first place. They also took the happenings occurred after World War the II (mentioned above) as the starting point of the process of the world getting interdependent. Because the authors were about the create a general theory, they described those events as a qualitative change, referring to them as a switch over from ‘high politics’ to ‘low politics’ in states’ foreign affairs . In other words, economics and social welfare took the place of national security and survival.

As interdependence proceeds, relations on different and on more levels can be realized; in the first step relations exist only between state leaders, then among different actors of governments as well, and finally not state related connections also appear, such as among people of different nations. One of the consequences of this process is that the nature of international relations gets domestic politics’ features, different issues (connected to ‘low politics’, especially to the question of welfare) raise different problems, create coalitions, call for solution other than the use of military forces. This indicates a friendly and supportive connection among the participating states.

2.2.2.2. Republican Liberalism

As mentioned above, Republican Liberalists advocate the peaceful and cooperative nature of liberal democracies (which does not mean that democracies do not fight at all, but they do not go to war with each other). As Michael Doyle has it, to understand why this is the case we have to consider three arguments.
The first two – which are ‘peaceful conflict resolution’ and ‘common moral values’ – are similar. They are about that the citizens, who have control over their democratic government, neither support war nor a violent solution of a problem. And as democracies share the same basic moral foundation, peaceful way of solutions and cooperativeness are gradually being transferred to international relations as the number of democracies in the global state system increases. 
Finally, the third argument here is that peace promotes economic cooperation and interdependence in one respect, and vice versa, peace is strengthened by these phenomena as well. Or as Kant put it, this is the ‘spirit of commerce’, what is irreconcilable with war, and it gives “mutual and reciprocal gain for those involved in international economic cooperation and exchange”.

At this point I would like to make a little detour to bring in the mathematical low of deductive logical inference. The usefulness of that tool is that conclusion can be formed by getting beyond the evidence at hand. In this case the term ‘evidence’ refers to stated premises, and the process of inference goes as follows: first valid premises need to be formulated, and then, as the next step, a valid conclusion can be drawn by conditional reasoning. Usually it follows the format of ‘if ‘A’ equals ‘B’, and ‘B’ equals ‘C’, then ‘A’ must equal ‘C’’. 
 With the help of the following example the way how inference work can be made more clear: If premise A says that Hungary is one of the member states of the European Union, and premise B says that the member states of the EU are required to acknowledge and adopt the ‘Acquis Communautaire’, then conclusion C is that Hungary, as a member state of the EU, must acknowledge and adopt the Acquis Communautaire. Now, if we concede the applicability and the reliability of this kind of inference, we can apply it to our case to revert to the original topic of this paper. From the aforesaid we can create the following premises: premise A equals with the fact that democracies have peaceful nature and premise B equals with the fact that peace promotes cooperation and mutually advantageous dependence. Hereupon, by using deductive logical inference we can conclude that the promotion of the process of democratization in the world will entail a mutually advantageous economic cooperation.
2.3. International Political Economy (IPE)
IPE, although can be broken down to different approaches, in general deals with one of the basic questions of economics, with the ‘Who gets what’ matter, by situating the question in the international economic arena. Basic theories here are mercantilism, economic liberalism and Marxism. Mercantilism is considered to be an addition to Realism, while economic liberalism (as it is being indicated in its name already) is connected with Liberalism. Due to this fact, I am going to elaborate economic liberalism here in more details. As far as Marxism is concerned, I am not going to use that theory, as it rather examines the relations between classes than of countries.

2.3.1. Economic liberalism 
It is first emerged as a critique to mercantilism; to refuse its basic hypotheses such as the subordinated nature economics has comparing to that of politics. Evolving on the basic assumptions of Liberalism, it also believes in progress, considers free exchange to be mutually advantageous, and advocates that the market, free form political interference, is the utmost source of cooperation, progress and prosperity, in other words economic growth and individual welfare after all.

As far as David Ricardo is concerned, he supported this argument with his ‘comparative advantage’ theory (which, as I mentioned above, has its origin in Adam Smith’s free trade theory). According to Ricardo, “a country has a comparative advantage in the production of a good if it can produce that good at a lower opportunity cost relative to another country”.
 The difference between Ricardo’s and Smith’s point of view is that different kind of costs in production got emphasized, opportunity cost by Ricardo and absolute cost by Smith. The comparative advantage theory basically says that free trade benefits to everyone involved for the reason that it opens the door to specialization which goes hand in hand with increased efficiency and consequently with increased productivity.

Paul Samuelson went further and stated that “Whether or not one of two regions is absolutely more efficient in the production of every good than is the other, if each specializes in the product in which it has a comparative advantage (greatest relative efficiency), trade will be mutually profitable to both regions”
.
These arguments lead to the conclusion that free trade benefits for every participating country and has a positive effect on global welfare and thus human prosperity. Trade is not a zero-sum game where the most (economically) powerful takes it all, but rather a positive-sum game allowing everyone to gain.

Although economic liberalists (usually) lay big emphasis on the principle of ‘market free from political interference’, they (figures such as John Stuart Mill) also admit that the case of ‘market failure’ (like excessive inequalities of earnings, prosperity and/or power, insecurity or ignorance) can happen. To avoid or to correct those situations, regulations or other means of state interference (like relief actions, education or political management) may be needed.

2.4. Short summary of International Relations theory
To summarize IR up (or rather the suitable arguments of IR), underdevelopment cannot be taken as being exclusively those countries’ problem who are affected by that phenomenon; states belong to the same global state system must pay attention to and help resolve that condition. Liberals claim that owing to the cooperative nature of international relations that problem can be solved collectively and progress can be made. Choosing the trading-state option (over the military-political option) and getting involved and interdependent in the world economy promise economic development and prosperity. Especially when we consider the prognosis of future complex interdependence, the direction where the world is heading now. Not just immediate values of trade need to be examined but both expected values what a country can gain later on from trading and expected costs what a country can lose if chooses to opt out from the current world trade regime. But adjustment costs are also an important factor here what can even become a hindrance; others can help ease them in cases when it means a big burden for someone. Furthermore, Republican Liberalists claim that the promotion of the process of democratization can lead to mutually beneficial economic cooperation where trade is a positive-sum game. Last but not least market failures have to be kept in mind as well, to avoid theirs occurrence and/or to solve them when they happen political interference has to be given some scope. 
2.5. Modernization theory

As I introduced some basic concepts of Liberalism before coming to the elaboration of its most adequate details regarding my topic here, for the beginning I am also going to present some general idea (the meaning of the world ‘development’ and the concept of ‘collective responsibility’) which has influence on development issues currently. 
2.5.1. Basic ideas in the field of development

First of all, it is important to take notice of the change occurred in the meaning of the word ‘development’ lately. While ‘development’ was equal merely with economic growth in the beginning (in the post-war decades), nowadays it is understood as national economic growth which goes hand in hand with an improvement in the citizens’ lives (manifests in poverty reduction, increased equity, higher income, higher life expectancy and literacy). Thus, development refers to economic growth and human development.
 For measuring the latter one, the United Nations established the Human Development Index (HDI) and makes an annual report (Human Development Report) about these aspects of the process of development.
 Economic growth by itself does not mean development.
, 
 In a different wording, development is more than just economic growth, it is also about democracy, self-realization and freedom.

Although it is one thing to clarify the concept of development, it is another one to tackle the development challenge. And of course the big question is how to do that. Previously we could witness how a blame-game infiltrated international relations; developed countries held domestic factors (policies, corruption and so on) responsible for the lack of development in Third World countries while the latter ones blamed it on the modern world’s policy choices and the double standards they had set up (like terms of trade).
 However, it is believed that a step forward occurred in this respect when the coping with the development challenge became one of the United Nations’ Millennium Development Goals: 
“Goal 8: Develop a global partnership for development 

Target 8a: Develop further an open, rule-based, predictable, non-discriminatory trading and financial system 

Includes a commitment to good governance, development and poverty reduction – both nationally and internationally […]”
, 
 
This manifestation has put pressure on the international community, on every country in the current global state system, to act accordingly. To put it differently, both developed and underdeveloped countries’ governments accepted that they must share the responsibilities of development in the world. This is the idea of ‘collective responsibility’.

Further steps were taken in this regard in March 2002 on the United Nations’ International Conference on Financing for Development, in particular the Monterrey Consensus
, which can be summarized as follows: 
“Poor states: pledged to strengthen the rule of law, reduce corruption, and improve the environment for private sector growth.
Rich states: pledged more generous financial assistance, better access to their markets for goods from poor countries, and lasting debt relief.”

2.5.2. Modernization theory
After getting acquainted with the requirements of development (national economic growth and human development) and the idea of ‘collective responsibility’, we shall have a closer look at how modernization theorists think these can be attained. 

The departure point of this theory is the optimistic premise that it is possible for countries to reach equal development. In other words, from developmental potential’s point of view it does not matter what developmental level a country is on at the time being because the so-called latecomers (countries have not gone through modernization yet and count as backward countries) can catch up with the currently modern world.

In addition to this, the currently modern world is believed by modernization theorists to have an important role as well as liability in this closing up process. This assertion is explained by the idea that the best way for Third World countries to line up is by going through the same progression on which developed countries went through. Or to put it differently, it is assumed that the components of successful development can be identified by carrying out scientific studies in developed countries and the results can be applied for the rest of the word to get similar outcomes achieved.
 Thus, developed countries can and must set an example for undeveloped countries, assist them in their evolution and help them by let them learn from their experiences.
Modernizationalists believe that the process of development itself is about going through set stages. Thus, while a country is developing, it is actually moving along on a linear path.
 One of the most well-known models identifying and describing those stages was developed by American political theorist and economist Walt Whitman Rostow and was published in his book called ‘The Stages of Economic Growth: A Non-Communist Manifesto’
. This so-called Rostovian ‘take-off model’ set forth five different stages
 (I am going to introduce the earlier steps – from 1 to 3 – of the model in more details as they feature the transitional part itself, how can a country get on the development path; while later steps – 4 and 5 – are about further development):

1. The traditional society – this phase is characterized by limited production (functions) due to the fact that modern technology is not introduced to these societies; or with the words of Rostow, their production is “[…] based on pre-Newtonian science and technology”
. Although this does not mean that any type of technical innovation is out of the question; it is more about that there is a ceiling for output achievable due to technological limits. Because of the same reason, agriculture is more dominant than industry at this stage. Countries coming under this category take part in trading, although the volume of it usually fluctuates and by doing so trade cannot be counted on as a stable source of income. Fluctuation also applies for living standards and for the number of inhabitants.
2. The preconditions for take off – the second step is actually the preparation for and the process of transition. While this happened endogenously in the First World, in Third World countries it is supposed to be induced by the pressure of others. The idea behind this is that economic growth not just possible but also necessary to happen and when it does it entails other benefits, e.g. welfare, better living standards, etc. Enterprises ready to spend money on modernization, financial institutions open the door for capital mobilization, increased investments (especially in the fields of infrastructure, communication and raw materials much called for), increased volume of trade (both internal and foreign) and some pioneer enterprise using modern technology and new methods are required on this stage to make upgrading to the next level possible. But besides all these, a political change, in particular the achievement of a stable democratic political foundation, is regarded to be decisive at this level.
3. The take-off – this is the watershed in the transition, where economic growth bursts and from this stage on that is going to be the normal condition. However the spur for take-off was to a big extent technological in the case of developed countries, their political elite which considered modernization and its realization a serious issue also contributed a great deal to the take off. The main characteristics of this stage are the revolutionary changes occur in the political, economic and social structure of the county and the continuous expansion in the abovementioned fields. 
4. The drive to maturity – maturity is achieved when, to quote Rostow, “[…] an economy demonstrates the capacity to move beyond the original industries which powered its take-off and to absorb and to apply efficiently over a very wide range of its resources – if not the whole range – the most advanced fruits of (then) modern technology”. In other words, the country in question does not produce everything but anything which it selects to because production does not depend on technological compulsion but on choice and/or priority.
5. And finally, the age of high mass-consumption (or post-maturity stage), which has two outstanding features: on the one side, the increase in real income gives rise to the so-called consumer society; and on the other side, changes occur in the structure of labour – urban population increases as well as the number of office workers and skilled workers. One manifestation of this stage is the welfare state.

Of course, before starting this process, countries must identify their potential as well as real hindrances and also all factors that foster development.
Usually the main hindrance in the development process of Third World countries is the fact that they are marginal players in the world economy, and so are in the process of economic globalization. According to the modernization theory, reasons for that are to be found in the prevailing domestic economic and political conditions. Owing to the fact that their people’s purchasing power is low, they are not an attractive target for Foreign Direct Investment (FDI) to flow in. Furthermore, their political mismanagement – corrupt, inefficient and unstable institutions and leadership – is also counted to be a particularly big obstacle.

As far as the promoting factors are concerned, modernization theorists emphasized the need of the followings
:
· Open market economy (free of political interference) which is more attractive for (foreign) investment – needed for enhancing development – than markets regulated by political players, as it can offer them more advantageous terms and conditions.
· Relation with the world market – according to the modernization theory, having a close market relation with the developed world positively affects Third World countries’ economy, and so does their economic growth.
· Foreign trade is stressed because it makes market expansion possible which entails growth.
· And finally, foreign direct investment is viewed to bring in new technology and production skills to underdeveloped countries.
In addition to the abovementioned, it is important to give thought to the relation between underdeveloped countries and the Western world, and to the question of what effect it has on development. According to the theory, the circumstances and practices which were in force under the imperial era were unsuitable for the development of the colonies. To overcome this impediment, the theory suggests different steps: 

· First of all, an attitude change, regarding political, economic and social values, is considered to be necessary; Third world countries are required to acknowledge the liberal values of the Western world. 
· Secondly, the modern word must help these countries financially in their progression, e.g. by aiding them. (This is counted to be one of the modern word’s duties, or liabilities as it was mentioned before.) The reason why this financial aid is needed is the fact that underdeveloped countries simply do not possess the required resources for growth. Furthermore, this financial help is needed to be predictable to be effective. Besides, effectiveness is thought to be increased by aid delivered on selectively targeted areas, where money can really make a difference. To ensure these and to make countries live up to their duty, some legally binding document is suggested to be used.
· And lastly, but not least, export-led growth was identified by the modernization theory as the path to progression.
2.6. Short summary of Development theory

In short, contemporary development studies call attention to other aspects of the development process, stressing that economic growth must be accompanied with human development. Besides, collective responsibility got acknowledged by the international community when the development challenge got articulated in terms of the United Nations’ Millennium Development Goals. Helping Third World countries financially (by aiding them) and also by assisting them in their closing up process are regarded to be the modern world’s liabilities. The requirement of modern world’s assistance is partially explained by the fact that the best way for Third World countries to catch up is viewed to be by going through the same process developed world went through. The Rostovian take-off model offers us one description of that process. In addition to the abovementioned, current domestic political and economic conditions are considered to be impediments, while open market economy, ties with the world market and foreign trade are identified as promoting factors in the development process. These factors indicate that export-led growth is believed to be an ideal way to pursue. 
3. ANALYTICAL PART

As I have already mentioned in the Introduction (under the section of ‘Overview of the project’), in this chapter I am going to talk about the concept of the new initiative of Aid for Trade – which are the aims of it, why did the idea evolve, what does it concentrate on, etc. But before doing so, I am going to give a short presentation of how the EU’s official position on development progressed and also about predecessor initiatives (trade agreements) and their weaknesses which made change in ‘terms and conditions’ applies to trade necessary; if one likes what spurred development on the area of trade agreements. That short presentation is also going to include an assessment of those previous projects. With the help of that assessment we will be able to compare previous initiatives (and their effect) to the AfT project (and its probable outcomes) in the end. 
3.1. The European Union’s stand on development

Although the first official reference to development cooperation was made in the Maastricht Treaty in 1993
, the history of it dates back several years, or rather several decades
. But first let us have a look at how the EU’s official position evolved on this area.
Seen from a development perspective, one of the most important provisions of the Maastricht Treaty was that it organized the Community’s development cooperation on a legal basis
 by declaring that “[…] the activities of the Community shall include, as provided in this Treaty and in accordance with the time-table set out therein: […] a policy in the sphere of development co-operation […].
 
Furthermore, in Article 130u (under Title XX, called Development Co-operation) the subject matter in question was elaborated in more details by got policy objectives laid down.
 The Article stated that:
1. „Community policy in the sphere of development cooperation, which shall be complementary to the policies pursued by the Member States, shall foster: the sustainable economic and social development of the developing countries, and more particularly the most disadvantaged among them;  the smooth and gradual integration of the developing countries into the world economy;  the campaign against poverty in the developing countries.

2. Community policy in this area shall contribute to the general objective of developing and consolidating democracy and the rule of law, and to that of respecting human rights and fundamental freedoms.

3. The Community and the Member States shall comply with the commitments and take account of the objectives they have approved in the context of the United Nations and other competent international organisations.”

In addition to these, (in Article 130v) the Treaty provides that the Member States shall have regard for these principles in their policy implementations which are possibly have an effect on the developing world
; this statement is also known as the ‘principle of policy coherence’
. Moreover, as development issues and aid delivery are not exclusive competences of the EU, but shared ones between the EU and the Member States
, the Treaty also states (in Article 130x) that the members and the Community shall coordinate their policies on development partnership as well as their aid programmes.

With the words of Ali M. El-Agraa, the importance of the Maastricht Treaty is that it has laid down three fundamental principles which provide a base for the EU’s development cooperation policy: the principle of ‘complementarity’ (between the EU’s and the countries’ development policy), ‘coordination’ (in operating these policies) and ‘coherence’ (of the policies).

The following so-called amending treaty, the Treaty of Amsterdam
, signed in 1997, added the fourth basic principle to the EU’s development cooperation policy: the principle of ‘consistency’ (sixth substantive amendment)
. That implies that external actions and relations of the EU must not contradict each other.

Although no change occurred in the articles related to development partnership in the Treaty of Nice
, 
, around the Millennium the need for a clear prioritization of what the EU should focus on appeared. That necessity arose because the EU ran and supported so many different projects and programmes related to development during that time that the capacity of the Commission to deal with them was threatened. This led to the Statement on the European Community’s Development Policy
 which, with the words of El-Agraa, “[…] identified six priority areas for EU action based on where the EU could demonstrate value added and comparative advantage as compared to other donors”
. These areas were the followings:

1. “link between trade and development;
2. regional integration and cooperation;

3. support for macro-economic policies and promotion of equitable access to social services;

4. transport;

5. food security and sustainable and rural development”
6. and last but not least “enhanced institutional capacity-building” 
. 

Furthermore, five horizontal aspects were also named – human rights, children’s rights, gender equality, environmental protection and conflict prevention, crisis management – as must integrated issues in development policy.

In November 2005 a further important step was taken on this area with the endorsement of the European Consensus on Development
. The main importance of this statement is that it has set out a common vision to steer the bilateral efforts (related to development) of the Member States and also EU’s actions. It was drafted in a way to support the Millennium Development Goals (MDGs) as well as to meet other commitments the EU made at international conferences. Moreover, this statement is considered to have greater legitimacy then its predecessor had because of two reasons: on the one hand because both the Commission and the governments of the Member States are responsible and accountable for it (due to the fact that it is a joint statement); and on the other hand because it was adopted after a wide public consultation.
, 

In the Consensus commitments were made to:

· “poverty eradication;

· ownership of development strategies and programmes by partner countries;

· delivering more and better aid”
· and to “policy coherence for development”.

Besides, it acknowledges that the EU has a comparative advantage in aid programmes over the Member States and identifies eight areas for EU’s action
, which are:

1. “trade and regional integration;

2. the environment and sustainable management of natural resources;

3. infrastructure, communication and transport;

4. rural development, agriculture and food security;

5. governance, democracy, human rights and support for economic and institutional reforms;

6. conflict prevention and fragile states;

7. human development;

8. social cohesion and employment”
.

Before coming to what the EU has done on the field of development, let us summarize what has been said, what commitments were made, by the EU and how are they related to the theories introduced above. 
We can state that the EU takes both the liberals’ argument of ‘underdevelopment is a problem the whole global state system must pay attention to and help in seeking the way out of it’ and the development studies’ idea of ‘collective responsibility’ into account (although one could say that these two things are strongly related if they are not the same) and takes steps accordingly – at least as far as the rhetorical level is concerned. Keeping abreast with the evolution of both liberal and development studies and also with current happenings, ideas like ‘helping the democratization process of the underdeveloped world’, ‘paying attention to human development’ or ‘seeking to meet the Millennium Development Goals’ got greater and greater emphasis in the EU’s development policy. From this we can conclude that on the rhetorical level the EU accepts liability towards developing countries.
And by having the Lisbon Treaty on the way, should be ratified by all Member States, we can reckon on further steps will be taken. But more about this later (in the conclusion, under the heading called ‘future perspectives’).
3.2. Trade agreements
In this part let us take a look at what had actually been done by the EU to help the lining up process of the Third World countries on the one hand, and on the other hand to live up to its commitments. Due to the space limit I cannot present all of the development programmes and actions ran or supported by the Community, but as my paper concentrates on how trade can help in the development process I am going to focus on the EU’s trade agreements (Yaoundé Conventions – signed in 1963 and in 1969; Lomé Conventions – signed in 1975, 1979, 1984, 1989, and in 1994; Cotonou Agreement – signed in 2000) and their impact. 
As I mentioned above, however the first official reference to development partnership was made in the Maastricht Treaty, it has a much longer history – almost as old as the EU itself. The reason for that is rooted in the colonial past: when the United Nations’ Resolution no. 1514, called ‘Declaration on the Granting of Independence to Colonial Countries and Peoples’
 came into operation, and also as the international system was reconstructed after World War II, the Community was seen as a vehicle by some of its members for maintaining relations with and also to help their former colonies.
 
Prior to the UN Resolution 1514, Part IV of the Treaty of Rome
 made subsidized colonial export possible, and it has also established the European Development Funds (EDFs) – which is a fund separate from the budget but additional to the bilateral aids provided by member states – with the purpose of helping certain African countries (who had historical links with some of the at the time European Economic Community’s Member States) both technically and financially.
, 
 Thus, when the UN Resolution 1514 entered into force, the abovementioned section of the Treaty of Rome made newly independent countries feel threatened by the possibility of the evolvement of a ‘Fortress Europe’. To address the criticism, and also to organize relations with former colonies on a GATT principles-abided basis, the first Yaoundé Convention was launched.

3.2.1. Yaoundé Conventions
The Yaoundé Convention was an attempt to establish Free Trade Areas (FTAs) with ex-colonies on a bilateral basis, in other words separately with every single one of them (as free trade areas were exceptions to the MNF principle under the GATT system), to provide privileged access to each other’s market and commercial advantages on a reciprocal basis. In this initiative 18 African and 6 European countries were involved, and so were in the second Yaoundé Convention, as the project was renewed once for another five-years term.
, 
 
In reality privileged access meant that some manufactured goods produced by the so-called ‘Yaoundé countries’ were allowed to be exported to the EEC’s market, and comparable import from the Community was required to be received. But the export of agricultural goods was not welcomed as it was feared to do harm to or even undermine the Community’s Common Agricultural Policy (which was characterized by high food prices to protect EEC farmers). In the last years of Yaoundé II exports started dropping back in spite of the trade liberalization and tariff cuts which were on the way.
 
To continue the practice of granting financial aid, the second and the third EDF was prepared.
, 
 But actually less money was provided by the Community during Yaoundé I and II then it was in the preceding period (under the first EDF). In figures it meant that in the first years of the EDF an average 720 million ECU was available for the ex-colonies while (only) an average 620 million ECU was accessible for Yaoundé countries.

Notwithstanding, the Yaoundé Conventions were strongly criticized as one of their fundamental principals was ‘reciprocity’, and it was proclaimed that unequal participants simply cannot be treaded on an equal way. Furthermore, developmental differences ex-colonies had were not taken into account but those countries were treated as a single constituency. And the joint institutions set up under the Yaoundé Conventions (Joint Council of Ministers, Joint Parliamentary Assembly, and Committee of Ambassadors) were seen to be the means of neo-colonialism.

3.2.2. Lomé Conventions

The abovementioned factors, plus the enlargement of the Community which brought further (British) ex-colonies into the picture, led to the negotiation for and establishment of the Lomé Convention
 (signed in 1975), which was renewed four times later on (in 1979, in 1984, in 1989 and in 1994; although in 1989 the Convention was renewed for a ten-year period – contrary to the previous times when renewals always covered a five-year period – and the 1994 one, the so-called ‘Revised Lomé IV’, was actually a mid-term review). 
46 ACP and 9 European countries were involved in those five generations of agreements which went beyond bilateral support. 
 It built on the structure of the Yaoundé Conventions, but one of the main differences, at the same time one of the main importance of this Convention, was that it abolished the controversial principle of ‘trade reciprocity’. Moreover, the Community’s foreign relations (from the point of view of who needs help from at that time EEC and to what extent) were put in place as a ‘pyramid of privilege’ was established.
 It divided developing countries into three groups
:

· the first tier included African, Caribbean and Pacific States (often referred to as ACP countries) who were identified to need the most help, special privileges in trade and EDF access;

· the second tier covered at the time non-member Mediterranean states, who needed help to adjust before accession

· and the third one comprised the rest of the developing countries.

Here to reflect back to the theoretical part we could make the conclusion that with the abolition of the principle of reciprocity (which entails that unequal partners cannot be treated equally but needed to be helped), by the prioritization of the Community’s relations and mainly by ranking highly the task of helping ACP countries the Community openly acknowledged its responsibility of helping the developing world in its lining up process.
Besides redefining the relationship between the EEC and ACP countries on a non-reciprocal base (which applied for most of the exports coming from the latter ones to the Community’s market), as it was mentioned before, the Lomé Convention set out other important principles and aims for the cooperation as well. It emphasized the partnership principle (the agreement was concluded between independent, sovereign, equal – not in the economic meaning of the word – partners), and the combination of trade, aid and political aspects in a cooperation was occurred for the first time with the Lomé Convention’s coming into force. It also had a stability aspect, the so-called STABEX system, which guaranteed compensation for ACP countries in case of reduction in export earning owing to the fluctuating nature of commodity prices and commodity supplies.
 If we agree that this fluctuating nature of commodity prices and supplies can be considered as an adjustment cost for ACP countries in particular (and for any country in general) to change over to the trading state option, we might also agree that the STABEX system was an attempt from the EEC to ease those costs, (and by doing so to meet the requirements of the Theory of Interdependence Liberalism mentioned above). 
Must be mentioned amendments were
:

· the extended validity of Lomé IV, which was a sign for the Community’s long term commitment in cooperation with the ACP countries;
· the scheduled mid-term review, which is an important tool to make place for flexibility and to allow partners to adjust to any changes;

· the introduction of phased programming in aid delivery (70 per cent of the grants for projects in advance and the remaining 30% after assessing how the delivered money has been spent), also with the purpose of increasing flexibility as well as efficiency and effectiveness,
· and the incorporation of a political conditionality clause, as with the ‘Revised Lomé IV’ respect for human rights, rule of law and democratic principles became essential criteria to meet in order not to risk losing access to EDF money.
In spite of its successes and the development being made as compare to the Yaoundé Conventions, the Lomé system still received criticism. The main arguments were that
:

· the EDF was not sufficient;

· by concentrating on ex-colonies a lot of developing country in need of help was excluded from the cooperation;
· the administration of the system was highly bureaucratic and ineffectual. 

The underlying reason for the last argument is that in the Lomé system ACP countries in consultation with the European Commission had to draw up a so-called National Indicative Programme (NIP), in which their development priorities were identified. But the system was accused of lacking capacity for efficient management, and that it was too bureaucratic which led to the situation where NIP lost its original function and became a mean to make ACP countries took what had been offered to them whatever was their demand.

But over and above criticism, as a matter of fact development cooperation between ACP and EU countries could have been better. According to the European Commission’s green paper
 the preferential trade access still was not enough for economic take-off in ACP countries
; in figures: 

· “ACP countries' share of the EU market had declined from 6.7 per cent in 1976 to 3 per cent in 1998 with 60 per cent of total exports concentrated in only 10 products, with just a handful of nations registering economic growth as a result of the trade protocols and preferences notably; Ivory Coast, Mauritius, Zimbabwe and Jamaica.

· Per capita GDP in sub-Saharan Africa grew by an average of only 0.4 per cent per annum 1960-1992, compared with 2.3 per cent for developing countries as a whole.

· Only 6 per cent of African trade was with other countries of the continent.”

Moreover, there was a decrease in the amount of delivered aid: while in 1988 0,33 per cent of the donor countries’ GNP went to the developing world, ten years later this figure was only 0,23 per cent. And to cap it all, the reputation of the partnership was damaged in European eyes due to corrupt African leaders; a better and more effective way for using taxpayers’ money was called for.

Lastly, but not least, the abovementioned official documents issued by the European Union during the ‘90s were there to be put into practice. Hence it followed that the expiration of the ‘Revised Lomé IV’ was seen as both an opportunity for and a necessity of making changes and deepening ACP-EU cooperation. In 1997, Commissioner for Development of that time, Joao de Deus Pinheiro, called for through reform.

3.2.3. Cotonou Agreement

Around the Millennium the time had come for the EU to negotiate a new agreement with the ACP countries, which preserves the positive features of the Lomé system, but also addresses its flows. To be more precise, the need emerged to change the Lomé Conventions’ main approach of non-reciprocal trade preferences, as it only achieved limited success; furthermore international developments (globalisation) and social changes in ACP countries also needed to be taken into account.
 As a result of the negotiations, the Cotonou Agreement
 (or also referred to as the ‘ACP-EU Partnership Agreement’) was signed on 23 June, 2000 by the European Union and its Member States of the one part, and by the African, Caribbean and Pacific Group of States of the other part. Due to the fact that 78 out of 79 ACP countries got involved in this agreement, it addressed the ‘exclusivity criticism’ with which the Lomé system was judged, and it turned into the most elaborated development cooperation hitherto.

To continue expressing its long-term commitment, the EU signed the Cotonou agreement with the ACP countries for a period of twenty years and kept the good practice of adding a revision clause to it to schedule adaption of the agreement in every five years time.

The partnership is ambitious, as its main objectives (taken both the Millennium Development Goals and the EU’s official commitments into account) are
:

· to eradicate poverty till the agreement’s expiry (except in the Least Developed Countries (LDC), where the aim is poverty reduction to start with);

· to gradually integrate ACP countries to world economy

· whilst being consistent with the idea of sustainable development.

The new approach around which the Cotonou agreement is organised is to strengthen the political dimension, be more flexible and grant ACP countries with more responsibilities to help them enhancing their voice.

It has introduced further changes and prospects to development cooperation between the EU and ACP countries while keeping the fundamental objectives and principles of their 30 years of collaboration – known as the ‘Lomé acquis’. As far as its construction is concerned, it has a three-pillar structure – which are ‘economic and trade cooperation’, ‘development cooperation’ and the ‘political dimension’ – to make the agreement a comprehensive partnership.

Besides, some changes happened concerning the principals of the agreement
:

· it kept the partnership principle of the Lomé Conventions and also stated that the ACP countries must be free to decide the path along which their economy and society develops by declaring the “equality of the partners and ownership of the development strategies”
;

· a very important innovation of the agreement is in connexion with participation: while previously central governments (“authorities and/or organisations of states at local, national and regional level”
) were the only participants, in case of the Cotonou agreement different kind of actors are welcomed to take part in the cooperation (in other words non-state actors, such as the “private sector; economic and social partners, including trade union organisations, civil society in all its forms according to national characteristics”
), although the role of main partners is still fulfilled by the central governments;
· it strongly emphasises the “pivotal role of dialogue and the fulfilment of mutual obligations”
 which entails that the agreement is more than just about money as the contracting parties have accepted mutual obligations (e.g. respect of democratic values) by which they must abide;

· and finally it added the principle of “differentiation and regionalisation”
, which bears utmost importance as it ends the practice of treating the Third World as a single constituency and draws attention to the differences developing countries have in terms of needs, performance, levels of development, strategies, etc. which factors must be taken into account. Moreover, it is also about the obligation of giving Least Developed Countries special treatment.
As I have already touched upon it, the Cotonou agreement introduced radical changes in terms of trade cooperation, to be exact that it replaced the non-reciprocal trade preferences system with a reciprocal one. This entails that ACP countries also have to provide duty-free access to their market for products coming from the EU. However, owing to the differentiation principle, LDCs can continue cooperation with the EU under the same conditions which were applied during the Lomé system, or as it is called now, under the regulation ‘Everything but arms’ (EBA).

To talk about the implementation, the main instrument for providing financial assistance for development cooperation is, as I already pointed it out, the European Development Fund. Currently the 10th EDF is in operation (from 2008 to 2013), distributing 22,7 billion euro, which figure is 65% higher then the expenditure of the 9th EDF was (13,8 billion euro from 2000 to 2007).
 This increase in the budget can be seen as an answer to the criticism of the insufficient EDF. 
Furthermore, the agreement also aims to simplify the process of payment and to make the system less bureaucratic, less rigid and less divergent. This aim is designed to be achieved by reducing the number of applied instruments – instead of the several ones used under the Lomé system, EDF is divided only into two different instruments under the Cotonou system; in particular the grant and the investment facilities (the first one is jointly managed by the Commission and the ACP countries, while the latter one is managed by the European Investment Bank and it is basically about providing loans).

Another important change is that programming aid is not exclusively an EU task anymore, ACP countries got more responsibility in laying down objectives, planning strategies, operations, etc. Furthermore, access to financial aid is no longer guaranteed automatically; granting depends on the needs and performance of the countries. Besides, political conditionality, which practice was introduced under the Lomé system and expanded with the element of good governance under the Cotonou system, also plays a part in making funds available for countries. (One explanation for why this new element was added as a criterion can be the Republican Liberalists’ argumentation introduced above; in particular that democracies, or rather the growing number of democracies entails mutually advantageous economic cooperation.) And however the STABEX system has not been renewed, ACP countries are ensured to get support via funds should fluctuation in export revenues happen.

Before coming to assess the importance of the Cotonou agreement, we shall look over the impact of its first revision. 

As the result of the first revision of the agreement, the political aspect was strengthened considerably by laying great emphasis on effective dialogue and by deepening the cooperation in fields such as combating the proliferation of weapons of mass destruction, fight against terrorism or stopping mercenary activities.

However, it is too early to tell the impact of the Cotonou agreement, we can assess how revolutionary is the initiative by looking through the development of the EU’s trade agreements. It is observable that the number of participants (mainly of recipients) was increased with every new convention, and so was the time period, which features call attention to the fact that more and more significant and far-reaching agreements were concluded during the last few decades. The fact that the Cotonou agreement covers 78 out of the 79 ACP countries indicates that the Cotonou agreement is definitely a big step forward in development cooperation. Although, one should mention the risk of the wide coverage as well; in particular that the danger of inadequate capacity for treating those countries differently, according to there needs, is involved. We can witness radical changes in the main approaches of the agreements in question (Yaoundé – reciprocal approach towards trade, although it ensures only limited access to markets; Lomé – non-reciprocal approach; Cotonou – reciprocal (with a few exception) approach with strong political dimension). The most radical change-over was the last one (going from non-reciprocal trade preferences to reciprocal ones), but at the same time that provides the most WTO-rules abiding and international changes regarding concept so far. Furthermore, it is ascertainable that the objectives and principles of the contracts are harmonising with the EU’s official stand of the time – it applies for the Lomé IV, which introduced political conditionality, but particularly for the Cotonou agreement. As I already pointed out, the Cotonou agreement is very ambitious indeed – wants to reduce and eradicate poverty, integrate Third World countries into the global economy while helping achieving sustainable development. If it can realize its aims, it will be a highly revolutionary phase in development history.
3.3. Aid for Trade
From the above presented official declarations on development cooperation issued by the EU and from the trade agreements conducted by the EU with Third World countries we can state that the EU accepts its liability in helping developing countries (meeting the requirement set up by modernization theory) and committed to act accordingly. And as it can be read on the official website of the European Commission, the EU believes that “trade is a tonic for development”
. 
Here is time to turn our attention to the Aid for Trade programme. To do so, we have to work round to the point from which the discussion started, in particular the continuous trade liberalization and its current phase, the Doha Round, or more precisely, the Doha Development Agenda (DDA)
.
[image: image1.jpg]


As I mentioned in the introduction, the Doha Ministerial Declaration reaffirmed the path the trade regime was moving on, which was freeing trade. Similarly to the economic liberalists’ argument, according which free trade is a positive-sum game, benefiting all who participate and having a positive effect on global welfare and human prosperity; it can be read in the Declaration that the signatories are determined to continue trade liberalization, especially in the current economic slowdown, as they are convinced that everyone can gain from free trade since it promotes growth, development and helps to recover the global economy.

Further relevant features of the DDA are the followings
:
· To respond the claim of the G21+ group that however developing countries make up the majority of WTO members, their interests and needs do not get enough attention, the DDA declared that these countries and their needs were placed at the heart of its adopted Work Programme. To make sure that these countries can gain enough from the growing global trade and integrate into the global economy to satisfy their developing needs the DDA promised “enhanced market access, balanced rules, and well targeted, sustainably financed technical assistance and capacity-building programmes”
.
· It highlighted the role of ‘technical cooperation and capacity building’ in development cooperation, and made it a key component of this Round’s development aspect. It aimed to support and assist developing countries in including trade in their development strategies and also to help them financially in their adjustment (in a coherent framework). 
To put the last paragraph differently, and also to draw a parallel with the theory, we can state that it is about helping developing countries to become ‘trading states’ and ease their adjustment costs. Immediate and expected costs have something to do with this too: the fact that Third World countries cannot take advantage of the current trade regime and the unequal distribution of benefits can be considered as immediate costs; and the very likely possibility of losing more unless they get properly involved in the world market brings the idea of expected costs into the picture – as the world economy is getting more and more interdependent, or we may say that it is on its way to reach ‘complex interdependence’.
In spite of the fact that since the adaptation of the DDA trade related aid has been gradually increasing, the necessity of further assistance got acknowledged by the international community (Finance and Development Ministers, Development Committees of both the World Bank and the IMF, etc.), and particularly by the Heads of State at the July 2005 G8 Summit. They agreed to enhance the (financial) help they provide developing countries with in their human, institutional and physical capacity building to trade, and also to help them increasing the quantity and enhancing the quality of their products and services they can offer on the world market on a competitive price. 
As a result, (in December) at the 6th Ministerial Conference in Hong Kong a new Work Programme on Aid for Trade was established (see Annex I) with a Task Force which was set up to offer recommendations on how can the AfT be used as effectively as possible, and with the task for Members of the WTO, international organisations and development banks to come up with an answer for the question of how can additional resources be secured for grants and concessional loans. The Ministerial Declaration pointed out that the AfT cannot be a substitute of but it must be a complement to the development benefits that are generated by the successful implementation of the DDA.
, 

The objectives of the programme have been identified as the followings:

· „To enable developing countries, particularly LDCs, to use trade more effectively to promote growth, development and poverty reduction and to achieve their development objectives, including the Millennium Development Goals (MDGs). 

· To help developing countries, particularly LDCs, to build supply-side capacity and trade-related infrastructure in order to facilitate their access to markets and to export more.

· To help facilitate, implement, and adjust to trade reform and liberalization. 

· To assist regional integration.

· To assist smooth integration into the world trading system

· To assist in implementation of trade agreements.”

As far as the recommendation of the Task Force is concerned (in which the EU participated alongside other twelve WTO members), a report was submitted (and endorsed) in the following July, which was considered to represent an important first step in the long term process of putting the Aid for Trade programme into operation. However, the Task Force also stated that the success of the programme strongly depends on the additional resources going to be available.
 Or with the words of the report, “additional, predictable, sustainable and effective financing is fundamental for fulfilling the Aid-for-Trade mandate”
. This requirement is in compliance with the promise of the Monterrey Concensus (introduced above) that better and significantly more financial assistance will be provided for developing countries. Following consultations by the WTO Director-General, key donors reaffirmed their commitment to realize their Hong Kong pledges by declaring exactly their contributions – 2 billion euro every year by 2010 by the EU and its members, 2,7 billion dollar per year by the US and 10 billion dollar altogether in three years by Japan. Other donors also announced their willingness to take part in the Aid for Trade programme.

On the whole, the report recommended that a bridge model should be implemented, which emphasizes real needs identification in developing countries (not in general, but in a country specific way) on the one side and donor response on the other side. It also noted that the WTO has a catalytic role in ensuring that the participants (donors and recipients) understand each other and work together efficiently.
 If we take the criticism the Lomé System was judged by into consideration (that it treated Third World countries as a single constituency in spite of their developmental differences) and the Cotonou agreement’s respond to that of introducing the ‘differentiation and regionalisation’ principle, we can conclude that the realization of this bridge model bears utmost importance in making the Aid for Trade programme a success.
Furthermore, the report also suggested the establishment of a monitoring body under the auspice of the WTO with the responsibility of conducting global reviews on a periodical base. These reviews must include different stakeholders’ reports (from global level to country level, such as progress reports from donor agencies, in-country assessments from national Aid for Trade Committees of developing countries, report from an ad-hoc consultative group made up by a network of donors and representatives of recipients).
 This suggestion is also a core component in making the AfT programme a success. On the one hand, setting up a monitoring body ensures flexibility (should any change occurs either in needs (rise of new AfT needs) or technical matters it makes responding to them possible), and in a way it retains the good practice of adding a so-called ‘revision clause’ applied both in the Lomé and in the Cotonou system. But more importantly, as it extends participation to different political actors (other than central governments) it lives up to basic democratic values and encourages the acceptance and application of these values in developing countries as well. According to the development theory, spreading democratic values and practices is important as it constitutes a great deal of attaining development (which is defined now as more than just economic growth); and as the Rostovian take-off model has it, the achievement of a stable democratic foundation is an inevitable requirement for a(n) (economic) take-off. 
A scope for AfT was identified to differentiate the programme from other development assistance initiatives, and to lay down which projects can qualify for AfT. In general, a project could get AfT resource if its aim is among the trade-related development priorities of the development strategy of the country in question.
 However, to narrow the scope of the AfT down, the following fields were identified
:

· “trade policy and regulations;
· trade development;

· trade-related infrastructure;

· building productive capacity;

· trade-related adjustment”
· and „other trade-related needs”.

If we compare this idea to the one used under the Lomé System, where developing countries had to take what had been offered to them, we can conclude that this system is more development stimulating (in principle) then the previous initiatives were.
The revolutionary step in the AfT programme, or its challenge as the work programme calls it, would be that it is not about inventing a new mechanism but to get the already existing ones – used by national, regional and international actors – to work under a coherent framework, and to be more effective. In other words, the idea is to point out the real needs in the process of achieving development and get donors together to focus their work on them.
 By looking back to the theory we can find that this concept could verify (again) the basic assumption of Liberalism in practice, in particular the theory’s optimistic view on progress and its belief in the cooperative nature of international relations. On the other hand, the AfT programme appears to disprove the claim many, though not all, economic liberalists maintain, that a market free from political interference is the utmost source of cooperation, progress and prosperity. The programme shows that sometimes regulation/political interference is needed to ‘correct market failures’. 
Nevertheless, like every programme, AfT also has its pitfalls we need to be aware of. The report, submitted by the Task Force, has already drawn attention to some potential ones, referring to them as the challenges of the programme
. These can be basically divided into four groups:
· First, there is the possibility that trade does not get enough attention as a developmental tool, e.g. not getting highly prioritized in development strategies. Or even if it does, that will not automatically make political leaders committed to act accordingly. Or in the WTO Director General Pascal Lamy’s words, “[…] making trade possible is only half of the challenge – making trade happen is the other half […]”
. 
· The second group of dangers touches upon the possible faults committed by the donor side. For example inadequate linking method in donors’ response to the identified needs; lack of coordination in donors’ response; inadequate or insufficient support and resources provided by the donors, etc. This matter is regularly emphasized – like recently in his speech at the Regional Meeting on Aid for Trade for Asia and the Pacific in Siem Reap, Cambodia, on 29 May, 2009 Mr Lamy highlighted that “we must ensure that Aid for Trade promised are kept”
.
· Thirdly, a continuously returning challenge, or one might say criticism (by continuously I mean that previous trade agreements of the EU have been also judged by this criticism), is the slow, bureaucratic and (from time to time) duplicative procedures affecting both aid delivery and assessment.
· And finally, the monitoring and evaluating part is needed to be effective and make updated information easily accessible. 
Before coming to the conclusion, I would like to present some development occurred since the Work Programme started. Although the available data is limited, due to the fact that the first review mainly dealt with assessing the strategic framework of the programme, and the second review is still under progress (going to take place during 6-7 July, 2009). 
Talking about the first review, the significance of it that it put an end to the planning period of the work programme and marked the start of the implementation phase. It is worth mentioning that it has drawn attention to five themes which are believed to be crucial for achieving success despite the different developmental needs and priorities of the countries
: 
1. The first theme, “leadership”, is strongly connected with the pitfall mentioned first on the above list. It does not matter how great development strategy a country has until its leadership is bend to realize it. The Rostovian take-off model also identified the ‘politcial change’ (or chang in mind) as a precondition for economic take off. Furthermore, strategies must be outlined by the countries not by outsiders to ensure that they are driven by national interests. 
2. “Priority setting”: this theme highlights the importance of having a clear vision, of deciding on the path, choosing the projects which will pay the biggest return and not to squander resources on unrelated plans. “Having one hundred priorities is having no priorities.”

3. “Thinking regionally”, as capacity problems tend to have regional patterns (especially when it comes to infrastructure) they can only be tackled by regional efforts. This theme is closely linked to the forth priority of the AfT Work Programme (promoting regional integration).
4. “Increased and predicable financing”, which refers to the donors’ responsibility of keeping their words.

5. And finally, the mobilization of the private sector got great emphasis, as much of the trade is carried out by business and not by states, thus their involvement is essential both in identifying problems and obstacles and in planning scenarios for dissolving them.
To demonstrate that AfT is not just a good-sounding concept but the programme is already in action, the example of Africa’s North-South Corridor project can be hold up. That is a project for building a corridor which links up the ports of Dar es Salaam (Tanzania) with Zambia’s copper mining area (known as the Copperbelt) and also with the southern ports of South Africa. Altogether eight countries (Tanzania, the Democratic Republic of the Congo, Zambia, Malawi, Botswana, Zimbabwe, Mozambique and South Africa) can use the corridor. Pascal Lamy declared this project as a perfect example for AfT in action, by saying that “the North-South Corridor is a commendable example of how to put together all the elements necessary for trade to flow, creating the conditions necessary for the private sector to diversify from exporting a narrow range of raw material and add more value.”
 Another important feature of this project is that it shows political commitment towards overcoming the isolationist reflex typical during economic crisis and commitment towards keep trade opening up.

Finally, I would like to finish my analysis with one of the latest hopes set on the AfT programme, which is that “Aid for Trade will help developing countries prepare for after the crisis. By building their productive capacity, they will unlock their growth potential and this will help them take advantage of existing and new trade opportunities”
.
4. CONCLUSION

4.1. Answer to the research questions
With the (current) Doha Development Round trade negotiation/liberalization reached the point where the unequal distribution of the benefits resulting from the trade regime could not be left unaddressed any longer. Developing countries could not take advantage of the system because of their insufficient human, institutional and physical capacity. This situation inspired the Aid for Trade initiative, which goes beyond mere financial aid, as it is designed to help underdeveloped countries to adjust to trade liberalization. My intention with this paper was to analyse whether the AfT programme holds out the promises of a breakthrough in the ongoing trade liberalization process. Furthermore, to see what can the donors and the recipient countries gain by getting involved in the AfT Work Programme. 
To start with answering my main question, from the abovementioned data we can conclude that however it is a bit too early to tell the impact of the AfT, hence to judge it to be a breakthrough tool (as the programme was launched only a few years ago), in any case, we can state that it has great potentials and represent an important step in assisting Third World countries in their developmental process. 
What are the arguments in favour of this statement? 
· First, its ambitious objectives, which take both the United Nations’ Millennium Development Goals and trade agreements into account. 
· Secondly, its bridge model, recommended by the Task Force to operationalize AfT. With the help of this model it is ensured that development strategies are driven by national interests, real developmental needs are identified, and donors’ focus is drawn upon them. In other words, the bridge model makes AfT a very well targeted aid programme. 
· Third, the working procedure of its monitoring body; in particular, that it makes both global and regional reports, and more importantly that reviews must include different stakeholders’ report from different levels.
· Forth, the ambition to get national, regional and international actors to work together, provide aid and assist developing countries under a coherent framework. To put it differently, it aims to harmonize donors’ efforts to assure effectiveness and transparency.

· Its goal to provide additional financial resources to the already existing ones also worth mentioning here.

· And last, but not least, the idea got more and more articulated that the AfT programme will help developing countries both to counter the current economic crisis and to prepare for the times after the crisis.

Of course, to be equal to its expectations the programme must avoid some pitfalls, such as uncommitted political leadership (in developing countries), non promise-bounding donors, (over)bureaucratism or ineffective monitoring and evaluation. 
To avoid the pitfalls and to meet the requirements the path of change in minds, outlining clear vision, thinking in regional scope, increased and planned financial help and private sector involvement is need to be followed. 
In the problem formulation I posed my main question in a way to draw attention to the European Union’s part in the AfT programme (“[…]Aid for Trade, provided by the European Union […]”). The reason to do so was the fact that the EU is the leading advocate of AfT and also the biggest aid donor in the world (the Community and the Member States together), thus the biggest resource for the programme.
 From this we can conclude that the EU has a central role in making AfT a success.
As far as my subquestion is concerned, the fact that the aim of the AfT after all is to integrate developing countries into the world economy, to eradicate poverty and sustainable development makes quite explicit what could recipient countries gain from the programme, although donor side benefits need more clarification. For that we shall turn to the introduced theory and identify two components of the answer. On the one side, it can be declared that developed countries has liability towards Third World countries as underdevelopment affects the nature of the global state system to which both groups of countries belong. That makes underdevelopment a ‘collective responsibility’, to use the term development theory introduced for the phenomenon. On the other side, helping others is more than just an obligation, it is a need as well; as interdependence liberalism, or more precisely the idea of complex interdependence, points out countries are getting more and more dependent on each other due to the specialization in production. Countries need markets where they can sell their products and/or services and they also need supplies (products, raw materials, etc.) in which other countries specialized and better off. But some countries need help to adjust and to get involved in this. Finally, according to economic liberalism, trading is a positive-sum game, benefitting every participant by enhancing global welfare and prosperity. 
4.2. Glance back to the theory and methodology

I mainly used the relevant arguments of the liberal theory and of the international political economy as I found that those are the theories (among the International Relations approaches) which are dealing with the topic of cooperation among states, as trade is one kind of cooperation after all, and having an optimistic view about it. And as for the modernization theory, I chose that because of similar reasons, as that approach of the development theory deals with the question of how can progress be achieved with the help of others (via cooperation) instead of self sufficiency, which would not have made us understand how can the Aid for Trade programme help in achieving development.
Although in the end I felt the lack of an approach what could have helped me in assessing aid effectiveness to judge the AfT by itself and not just by comparing it to other initiatives and to depend on what have been told and assumed about it. Which does not mean that the two latter methods are not important; they are indeed, as they were crucial in answering how important can the AfT be in the trade liberalization process. It only means that an independent aid effectiveness judgement would have made the assessment of the AfT programme more complex and more detailed.
And as for my methodology is concerned, I mentioned that I meant to use examples for illustrations, but in the end I could only add a few ones because of limited available data. 
4.3. Future perspectives
Finally, I would like to finish my paper by drawing attention to what can the future holds for the AfT programme. As I already mentioned, in the very near feature (more precisely on 6-7 July, 2009) the second review of the AfT is due, which will be significant as that will make data available not just about the assessment of the strategic framework but also about how do matters stand with the programme’s implementation. That data will improve the overall picture of the AfT’s significance, and it will probably entail feedback on how can the initiative be better.
Moreover, to lead the conversation up to the EU’s perspective, it must be mentioned that when the Lisbon Treaty will be ratified by all the Member States, the post of High Representative for Foreign Affairs will be created. Under the provision of the Treaty (s)he will be nominated for a five-year period to be in charge of dealing with every aspects of the EU’s foreign affairs (external trade issues included). That would place development issues higher on the agenda, in spite of the current practice as now they are discussed in GEARC meetings, which only take place twice a year. This change is believed to affect favourably the EU’s development policy and activity, and so does its contribution to the AfT programme.

In the meantime, we must keep in mind that both the Doha Development Round and the Cotonou agreement are in progress, and the benefits result from the AfT programme must be additional to, not substitute to their impacts. 
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ANNEX I: WTO WORK PROGRAM ON AID FOR TRADE
“I. BACKGROUND

1. One of the aims of the World Trade Organization (WTO) is to help developing countries, and in particular the poorest among them, expand their production and exports of goods and services. Some countries are succeeding well - but others are not, including a large number of least-developed countries (LDCs) where trade is failing to make the contribution that it should be making to economic growth and poverty reduction.

2. The Doha Round of multilateral trade negotiations, launched in 2001, set out to address part of this problem by aiming to reduce trade-restricting and distorting practises that developing countries and LDCs face in their main developed-country export markets and in South-South trade. Ambitious results there will go a long way towards fulfilling the development promise of the Doha Round.

3. Market access improvements or disciplines ensuring a more level playing field may not be sufficient to lift everyone onto the path of sustained trade growth. They need to be accompanied by Aid for Trade to address another part of the problem that many developing countries and LDCs confront. That is, insufficient human, institutional and infrastructural capacity to participate effectively in international trade and expand the quantity and quality of goods and services they can supply to world markets at competitive prices.

4. The need to provide additional Official Development Assistance (ODA) to help correct this deficit in trade-capacity was recognized in 2005 by G-8 leaders at the Gleneagles Summit, and by their finance and development Ministers at meetings of the IMF and World Bank. Their initiative was endorsed at the WTO Ministerial Conference in Hong Kong in December 2005, when trade Ministers directed WTO member governments and the WTO Secretariat to develop a workable Aid-for-Trade package to complement a successful conclusion to the Doha Round.

5. A comprehensive Aid-for-Trade package needs to respond to two related concerns. One is the assistance that some WTO Members will need to help them implement the results of current multilateral trade negotiations, and to cope with certain economic adjustment costs that may be incurred. Effective implementation of WTO commitments is in the interest of the WTO membership as a whole.

6. The second, broader, set of concerns is the insufficiency of trade-related capacity in many WTO Members to allow them to benefit from the opportunities the multilateral trading system creates to increase investment and expand the production of tradable goods and services. This covers a wide area - from setting up testing facilities that will help ensure products can meet technical, sanitary and phyto-sanitary regulations and standards in export markets, through to much larger-scale projects such as improving transport infrastructure and trade logistics.

7. The core role of the WTO remains anchored in the functioning of the multilateral trading system, but through its coherence mandate its responsibilities and activities are evolving to assist developing countries and LDCs to reap greater, practical, trade benefits from their market access opportunities. The WTO is not a financing agency, nor does it have any ambition to become one, but its expertise and advocacy role in the area of trade can make it a valuable partner in collaborative efforts to meet trade-related capacity-building needs. These involve beneficiary countries and their development partners that have the necessary financial and technical expertise - the Bretton Woods institutions, regional development banks, specialized intergovernmental agencies and bilateral donors.

8. Future work on Aid-for-Trade in the WTO needs to be inspired by three principles.

* Aid-for-Trade must be a complement to, not a substitute for, ambitious results from the Doha Development Agenda. Increasing trade opportunities for developing countries and in particular the LDCs, remains far and away the most important contribution that the WTO can make to development.

* Aid-for-Trade must not have to compete for existing ODA flows with other development and poverty reduction priorities.

* The case for attracting additional Aid-for-Trade to implement WTO agreements and build trade-related capacity more broadly must have the commitment of trade, development and finance ministers in developed and developing countries and LDCs and the support of private business if it is to live up to its promise of catalysing their trade-related investment and production
II. WTO MANDATE ON AID-FOR-TRADE

(Hong Kong Ministerial Declaration, 18 December 2005, paragraph 57)

"We welcome the discussions of Finance and Development Ministers in various fora, including the Development Committee of the World Bank and IMF, that have taken place this year on expanding Aid for Trade. Aid for Trade should aim to help developing countries, particularly LDCs, to build the supply-side capacity and trade-related infrastructure that they need to assist them to implement and benefit from WTO Agreements and more broadly to expand their trade. Aid for Trade cannot be a substitute for the development benefits that will result from a successful conclusion to the DDA, particularly on market access. However, it can be a valuable complement to the DDA. We invite the Director-General to create a task force that shall provide recommendations on how to operationalize Aid for Trade. The Task Force will provide recommendations to the General Council by July 2006 on how Aid for Trade might contribute most effectively to the development dimension of the DDA. We also invite the Director-General to consult with Members as well as with the IMF and World Bank, relevant international organizations and the regional development banks with a view to reporting to the General Council on appropriate mechanisms to secure additional financial resources for Aid for Trade, where appropriate through grants and concessional loans".

9. The Hong Kong Declaration created a new WTO work programme on Aid-for-Trade that aims "to help developing countries, particularly LDCs, to build the supply-side capacity and trade-related infrastructure that they need to assist them to implement and benefit from WTO Agreements and more broadly to expand their trade". It set in motion a two track process to move the agenda forward: first, the WTO Director-General was asked to conduct consultations with partner institutions, including UN agencies, the World Bank, the IMF, and the regional development banks, on securing additional financial resources. Second, the Director-General was also asked to create a Task Force - consisting of a representative group of countries - to advise on how best to "operationalize" this additional funding, and ensure that it contributed to the development dimension of the DDA. The objective was to have in place and operational in the immediate term secure multi-year commitments from the main bilateral donors of substantial, additional Aid-for-Trade - in line with the G-8 commitment on increasing ODA flows that was made in Gleneagles in June 2005 and with subsequent statements on increased Aid-for-Trade that were made in November-December 2005 by G-7 Finance Ministers, the European Council, and trade Ministers in Hong Kong.1

III. AID-FOR-TRADE TASK FORCE

10. In February 2006, the Director-General established an Aid-for-Trade Task Force composed of thirteen WTO Members - Barbados, Brazil, Canada, China, Colombia, the European Union, Japan, India, Thailand, the United States, and the coordinators of the ACP, African and LDC Groups of WTO Members (at that time Mauritius, Benin, and Zambia, respectively). The Task Force was chaired ad personam by the Permanent Representative of Sweden to the WTO, Ambassador M. Horn Af Rantzien. International organizations - including UNCTAD, UNDP, UNIDO, the World Bank, the IMF, the ITC, the ADB, the AfDB, the IADN, and the OECD - were invited to act in an advisory role to the Task Force on a regular basis.

11. After almost six months analysis and deliberation, the Task Force delivered its consensus report on 27 July 2006 - which was subsequently endorsed by the WTO General Council on

12 October 2006. The report articulates a rationale for Aid for Trade, places Aid for Trade in a wider development framework, provides a wide definition of its scope and coverage, and sets out a series of proposals for further work and eventual operationalization of Aid for Trade, with a focus on: strengthening needs assessment at the country and regional level; strengthening donor response; strengthening the "bridge" between needs and response; and strengthening monitoring and evaluation. In particular, the Task Force invited the Director General to set up a monitoring body in the WTO, the result of which would form the basis of an annual Aid-for-Trade Debate.

IV. CONSULTATIONS ON AID-FOR-TRADE BY THE WTO DIRECTOR-GENERAL

12. In parallel, the Director-General carried out a wide series of consultations throughout 2006 on "appropriate mechanisms to secure additional financial resources for Aid-for-Trade". His consultations focused in particular on how the WTO could best cooperate with intergovernmental financial and development agencies and with the main bilateral donors to support the expansion of their programmes of assistance for trade-related projects, particularly supply-side capacity and infrastructure, and to help developing countries and LDCs strengthen their ability to attract and absorb substantially increased quantities of Aid-for-Trade and allocate it to viable trade-related projects.

13. In his Report to the General Council on Aid for Trade on 14 December, the Director-General affirmed that, based on these consultations, the main bilateral and multilateral agencies remained committed to following through with their pledges to increase and strengthen Aid for Trade, and that a number of other donors - both developing and developed - had also signalled a willingness to participate in the Aid-for-Trade initiative. He also outlined his proposals for establishing a monitoring and evaluation function in the WTO, the implantation of which will be a central focus of the WTO's Aid-for-Trade work programme in 2007.

V. WTO MONITORING AND EVALUATION

14. The rationale for improved monitoring and evaluation is the need - embodied in the Paris Declaration on Aid Effectiveness - to strengthen mutual accountability between donor and recipient countries through improved transparency. One of the Task Force's conclusions was that existing mechanisms for monitoring, reviewing and evaluating Aid for Trade were inadequate - and there was a lack of transparency on assistance provided and results obtained. Improved monitoring and evaluation was essential for building confidence that increased Aid for Trade would be delivered and used effectively - and for enhancing the credibility of donors' commitments. Greater transparency was needed to provide incentives for donors and recipients to work together more effectively to advance the Aid-for-Trade agenda.

15. The WTO is well placed to play this monitoring role, by reviewing on a regular basis whether Aid-for-Trade is being adequately funded and whether it is delivering the expected results. The WTO has a direct interest in ensuring that all its Members benefit from trade and WTO agreements. It is a multilateral, consensus-based organization where developing and developed countries have equal weight. And, it has institutional experience in reviewing complex policy areas through its Trade Policy Review Mechanism. At the same time, the WTO's role should be largely limited to providing "outputs" - evaluating information and disseminating results and best practices - while relying on other agencies' and organizations' experience in this area in addition to resources on the ground to provide the necessary "inputs" - including data, information and case studies.

16. Monitoring and evaluation in the WTO will take place on three levels: (1) a global review of Aid-for-Trade flows (using data compiled by the OECD-DAC database) to assess whether additional resources are being delivered, to identify where gaps lie, to highlight where improvements should be made, and to increase transparency on pledges and disbursements; (2) evaluations of national, regional and multilateral donors' Aid-for-Trade activities (based on donor self-assessments), to ensure the dissemination of best practices across countries, to identify areas for improvement and to increase transparency on pledges and commitments; and (3) country- and region-based monitoring and evaluation (based recipient "case studies") to provide a more focused, country-specific perspective on whether trade needs are being met, financial resources are being provided, and Aid for Trade is effective on the ground.

17. Improved monitoring and evaluation of Aid for Trade will need to be both quantitative (e.g., the amount of Aid for Trade in terms of commitments and disbursements) and qualitative (e.g., the impact of Aid for Trade on trade growth, export diversification, economic development, poverty reduction, etc.). The value-added of the WTO will lie as much in the latter, as in the former. In this respect, the various levels of Aid-for-Trade monitoring will form the substance of an Annual Aid-for-Trade Report and Debate amongst all WTO Members, where widely dispersed interests and activities can be woven together into some common themes.

VI. THE ROAD AHEAD

18. "Coherence", broadly defined, is critical to Aid for Trade. This initiative is a test of the WTO's ability to work more cooperatively - or "coherently" - with a range of national, regional, and international actors, including the private sector. There is no intention in the Secretariat - and no appetite among Members - to expand the WTO's mandate or to turn the organization into a development agency. The challenge is not to invent a new mechanism, but rather to get the many existing mechanisms to work together more effectively. In this respect, the WTO, has a catalytic role to play - ensuring that relevant agencies and organizations understand the trade needs of WTO Members and encouraging them to work together more coherently and effectively to address these needs.

19. The surest way for the WTO to reach a successful and operational result is to work on the one hand with multilateral, regional and bilateral donors to increase flows of technical and financial assistance to trade through existing channels, and on the other with developing countries and LDCs to assist them to identify their trade-related needs that could be met by additional Aid for Trade. The WTO needs - and will continue to need - the support of UN agencies, the OECD DAC the IMF, the World Bank, regional development banks, and other relevant international agencies to bring their expertise to bear in encouraging their own memberships to expand their financing of trade-related programmes. And since the WTO has no in-country representation, the support of these agencies will be needed in particular to assist developing countries and LDCs to integrate viable trade-related projects into their development programmes and poverty reduction strategies for which they are seeking ODA assistance.

20. In that regard, one aim of the WTO in 2007 will be to strengthen the dialogue between trade, finance and development officials on key principles of aid effectiveness - such as local ownership and integrating trade into country programmes - and on the role that trade infrastructure can play in meeting international development goals alongside, and without diminishing, ODA spending on social infrastructure.”
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