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Trade plays a key role for economic transformation and poverty reduction. The 2030 
Agenda for Sustainable Development through the Addis Ababa Action Agenda recognises 
trade as an engine for development. Trade expansion can lead to more jobs and higher 
incomes and export-oriented firms generally provide better working conditions. However, 
several factors constrain people living in poverty from contributing to and gaining from 
trade. Policies therefore need to be coherent, systems more inclusive and measures 
put in place to ensure that the benefits of trade are shared more widely and for trade to 
contribute to poverty reduction. Aid for Trade has a key role to play in this regard and in 
2021, Sweden contributed SEK 3.9 billion to the international Aid for Trade agenda.

MAIN AREAS OF SUPPORT
Sida works with Aid for Trade (AfT), which seeks to address 
issues of importance to developing countries and their 
abilities to trade. AfT can broadly be divided into three main 
categories.
• Trade Policy and Regulations – assistance in formulating 

trade policy, implementing trade agreements as well as 
supporting regional integration. Sida supports developing 
countries for instance by working on improving their 
Sanitary and Phytosanitary (SPS) capacity on food safety 
and animal and plant health standards, and by supporting 
regional trade agreements.

• Trade-Related Infrastructure – includes financing for 
hard and soft infrastructure needed for trade, such as 
roads, energy and information and communication 
technologies. Sida supports trade-related infrastructure 
for instance by connecting rural and marginalized popula-
tions to electricity, internet and markets, including in 
refugee hosting areas.

• Building Productive Capacity – includes support for the 
private sector to utilise trade such as improving the 
business environment, the public private dialogue and 
strengthening the markets for supportive services. Sida’s 
support includes strengthening the financial sector as 
well as broader market and business development 
programmes. Within this category, Sida for instance also 
supports programmes dealing with remittances and 
sustainable forestry.

THE GLOBAL GOALS
The Global Goals for Sustainable Development include everyone – and we can all contribute. The goals are interdependent and therefore indivisible. 
Sida’s main contribution is to implement development cooperation, thereby reducing poverty and saving lives. Together we can build a better future 
where no one is left behind.

Trade 
An engine for development 

Looking specifically at the area of Trade Policy and Regu-
lations, the Swedish support is channelled multilaterally, 
regionally as well as bilaterally. The main areas of Swedish 
support in 2021 within Trade Policy and Regulations were:
• Trade Policy and Administrative Management – includes 

support to countries in policy analysis and in formulating, 
managing and implementing trade policy. It contains 
contributions to global partnerships such as the Enhanced 
Integrated Framework and the Standards and Trade 
Development Facility.

• Technical Barriers to Trade – includes contributions to 
initiatives on standardisation and quality infrastructure 
development of products.

• Regional Trade Agreements – includes support to 
regional integration regarding the African Continental Free 
Trade Area.

In recent years, other substantial interventions have focused 
on SPS-measures, which are about food safety and pro-
ducers’ compliance with health standards; Trade Facili-
tation, which aims to make border crossings and trading 
procedures faster, cheaper and more predictable; as well as 
Trade Education and Training in trade policy implemented 
by among others the Trade Policy Training Centre in Africa.
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Results

FIGURE 1: SWEDISH AID FOR TRADE BY CATEGORY, 2017-2021  
(MILLION SEK)

0

1000

2000

3000

4000

5000

Trade policy and regulations 
and trade-related adjustment

Trade-related infrastructure

Building productive capacity

20212020201920182017

FIGURE 2: GEOGRAPHICAL DISTRIBUTION OF SWEDISH AID FOR 
TRADE DISBURSEMENTS IN 2021 (%)
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DEVELOPMENTS IN THE WORLD
2021 was another year marked by the COVID-19 pandemic. 
Still, global trade in goods and services, which experienced 
a downturn in 2020, returned to pre-pandemic levels in 
2021. Pandemic-related restrictions on economic activities, 
movement and transportation, however, continued to add 
to the uncertainty of the world economy. In addition, 2021 
saw unprecedented disruptions in global supply chains 
that have continued into 2022 and do not show any signs 
of waning.1 At the same time, least developed countries 
(LDCs) remain marginalised in the world economy account-
ing for around 1 percent of global trade. The pandemic has 
been hitting exports in the services sector especially hard 
in LDCs, including important sectors such as tourism.

Going forward, the ripple effects from the pandemic 
with supply-side constraints such as production stand-stills 
and shortages of production input, combined with geopo-
litical tensions leading to rapid increases in the price of for 
instance fuel and food, affect many parts of the world. This 
has led to continued and multi-layered adverse effects for 
many developing countries that are especially vulnerable 
and risk lagging behind further.2

The combination of these effects also illustrate how 
connected the world has become, with around half of world 
trade consisting of global value chains, meaning more 
trade in inputs rather than final products. A report by the 
World Bank Group confirms that these value chains have 
been key to economic growth and development and can 
lead to poverty reduction – as well as that they play a key 
role for the recovery from a crisis such as a pandemic. 
While international trade and value chains create exposure 
to external shocks such as a global recession, value chains 
also ensure that recovery from a recession in one part of 
the world is transmitted through value chains to other 
countries.3

1 World Bank Group (2022), Available online: Trade Watch March 2022.
2 International Monetary Fund (2022), World Economic Outlook, April 2022. 

online: https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-
economic-outlook-april-2022 

3 World Bank Group (2022), Available online: Reshaping Global Value Chains in 
Light of COVID-19: Implications for Trade and Poverty Reduction in Developing 
Countries (worldbank.org)

SIDA’S SUPPORT
The latest EU Aid for Trade progress report placed Sweden 
as the fourth largest contributor to Aid for Trade among the 
member states. Mozambique, Tanzania and Burkina Faso 
constitute the biggest bilateral partner countries in 2021. 
Within regional programmes, support to Sub-Saharan Africa 
comprised a significant share while Eastern Europe and 
Western Balkans as well as the Middle East and North  Africa 
(MENA) made up smaller shares.

Sida’s trade-related support in sub-Saharan Africa has for 
instance contributed to the improvement of the movement of 
goods across the continent and trade policy capacity building. 
The support to the MENA region as well as to Eastern Europe 
and the Western Balkans has contributed to strengthened 
conditions for Micro, Small and Medium sized enterprises 
and female businesses. On a global level, Sida’s support has 
for instance led to an increase of exports from developing 
countries and LDCs. In the work with multilateral partners, 
Sida has also ensured that poverty reduction, gender equality, 
environment and climate aspects as well as digitalization are 
at the heart of trade-related interventions.

IS AID FOR TRADE EFFECTIVE?
The OECD and WTO have been closely monitoring results in 
Aid for Trade. In the 2019 Aid for Trade at a Glance publication, 
they conclude that Aid for Trade is effective according to a broad 
range of empirical studies. For example Kimm Gnangnon (2018)4 

4 Kimm Gnangnon, Sèna (2018), Aid for Trade and Employment in Developing 
Countries: An Empirical Evidence, LABOUR, CEIS, vol. 33(1), p. 77-100, March.

 concluded that the effects of Aid for Trade on employment are 
positive for both men and women, especially in LDCs, and accord-
ing to Durowah (2017)5, Aid for Trade has a significant and positive 
effect on poverty reduction.
5 Durowah, Olivia (2017), The Role of Aid for Trade and Foreign Direct Investment 

in Poverty Reduction: A Panel Data Analysis of 91 Developing Countries, South 
Dakota State University.
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