
Q1: TITLE OF YOUR CASE STORY

The benefits of reducing trade costs in an interdependent world

Q2: CASE STORY ABSTRACT

The theme of the fifth Global Review of Aid for Trade is “Reducing Trade Costs for Inclusive, Sustainable 
Growth”. This submission discusses a number of recent studies undertaken at the Overseas Development 
Institute on the global impacts of Aid for Trade through reducing trade costs. It argues that (1) Aid for Trade 
can lower trade costs with the potential to support economic transformation in recipient countries (section 1); 
and (2) providers of Aid for Trade also benefit from cheaper trade costs (section 2). Section 3 concludes 
arguing that Aid for Trade is an increasingly appropriate form of development co-operation in an 
interdependent world.

Q3: THE CASE STORY

This submission has argued that (1) Aid for Trade can lower trade costs which can benefit recipient countries 
with the potential to support economic transformation; and (2) providers of Aid for Trade also benefit from 
cheaper trade costs. The econometric studies and modelling studies suggest that Aid for Trade can be a 
powerful source of benefits for trade through trade costs, which in turn can raise the volume and diversification 
of exports and economic transformation in developing countries. This has important knock on effects for those 
countries that provide such aid in the first place. Such spillovers have been growing as countries become 
increasingly interdependent.
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