The EC’s Governance Analysis Framework

Applied to Trade Facilitation in the Philippines

Findings from the Philippines Pilot Case Study

	Executive Summary

· The EC’s Governance Analysis Framework is a relevant tool for improving the understanding of key governance and accountability relations in trade facilitation. 

· Lessons from applying this tool in the Philippines further point to the need to pay sufficient attention in the design phase to the purpose(s) of the governance analysis. 

· The purposes will determine the scope, the methodology, the process of information gathering and the sharing of outputs. 

· Sector specific issues that merit further attention include the regional and international dynamics affecting trade facilitation, cross-sector dimensions affecting performance and reform readiness, and the influence of technological innovation on the potential for change and reforms.

· The findings also point to the need broaden the range of actors with whom to work, and to further reflect on which stakeholders can generate demand for improved governance on various state actors. 

· The climate seems to be right to sharing the findings of this case study more broadly among the stakeholders. 


1 Background and key findings

The way interests are articulated, resources are managed and power is exercised in society determines development outcomes. Understanding such governance and political dimensions is key to the EC for improving its effectiveness in sector operations. In order to make these dimensions more tangible and visible, the EC has developed an analytical tool, the Governance Analysis Framework. This Governance Analysis Framework has been applied in sectors such as transport, education, water, and trade facilitation. The outputs and the process of such analysis may inform a discussion about adapting sector strategies or approaches and make them more effective. 

DEVCO commissioned a pilot governance study in the trade facilitation sector in the Philippines. Applying the Governance Analysis Framework at sector level is a relatively new area of diagnostic work. Therefore, this note summarises the main lessons and findings from the Philippines Pilot Case Study. It pays particular attention to process (how and with whom to undertake such diagnostics?) and to content (what to focus on and how?). Finally it provides additional information on how to utilise the generic Governance Analysis Framework in one particular sector, i.e. trade facilitation. 

In applying the Governance Analysis Framework in trade facilitation in the Philippines, the case study revealed that:  

· Purpose(s) of the analysis should drive the process and decisions about scope, depth, who to involve in the design, who to engage to undertake the analysis, how to do it, and with whom and how to share the findings. 

· Undertaking such an analysis is not yet routine work. It demands a good mix of expertise on governance and specific expertise in the area of trade facilitation. Some donors have also started to develop sector specific diagnostics to better understand governance and political economy dimensions in sectors or across sectors.
. 

· The scope of the governance analysis in sectors can vary. The Philippines pilot study comprised a light desk study and a five days mission with numerous interviews with key stakeholders in trade facilitation and the EC Delegation. This work confirms the value of the generic Governance Analysis Framework. 

· But it also points to the need for some specific guidance to make the generic analysis tool more effective for use in the area of trade facilitation. Trade facilitation is not a well-defined sector with clear ministerial mandates and responsibilities, so a governance analysis will look for multiple factors (including technical innovation for example) and actors (including international and regional stakeholders) in order to obtain a more fine-grained analysis. 

2. Findings on how to undertake a governance analysis in trade facilitation

A governance analysis of a sector can take many forms. Often, such analysis touches on sensitive relations, on dimensions of power, politics, interests and distribution of power and resources. So there are numerous questions relating to the how to undertake such an analysis: whom to engage with, how to share the findings, the scope and depth of the analysis, and the methodology used. Key in answering these questions is a clear focus on the purpose of the governance analysis. 

The purpose of the governance analysis must drive the choice of process: 

· Any assessment should be as clear as possible about the motivations or purposes for carrying out the governance assessment. A number of why-related questions have to be made explicit in order to determine the who, what, when and how of the approach. Does a partner country government request the sector analysis? Or do one or more donors drive the process? Is the purpose to identify drivers of and obstacles to change? Or is the purpose to facilitate a multi-stakeholder dialogue for example to initiate a Sector Wide Approach or a Sector Policy Support Programme? Is there a short-term objective, or is there scope for a longer-term diagnostic process? Or is it a combination of both?

· As a rule of thumb, the EC Reference Document proposes not to combine too many purposes for one analysis since for each purpose the methodology will have to be adapted somewhat, and there will be trade-offs. 

· The EU Delegation in Manila had identified reforms of the Bureau of Customs as a vital sub-component of the reforms in the broader trade facilitation sector. The purpose of the Philippines case study was principally twofold. On the one hand it was about informing Delegation staff on governance aspects that matter for developing the second phase of the EC support strategy to custom reforms. On the other hand, it was also about testing the Governance Analysis Framework so as to learn lessons, and in order to check whether the tool needed some adaptation in specific sectors such as trade facilitation. 

Preparation, stakeholder involvement, and dissimination

· Sensitive questions and issues will emerge while preparing the governance analysis. Typical questions include: Who to involve? Will other donors and country partners be involved in the design of the terms of reference? Who will undertake the analysis? Will the findings be shared more broadly? Or discussed in a multi-stakeholder forum? And what is the depth and scope of the study? 

· If the purpose of the analysis is to strengthen a sense of ownership over the findings of a governance assessment in a particular sector, it matters that there is participation. This can be as early in the process as developing joint Terms of Reference (although time consuming and often cumbersome). But if the purpose is more centred on informing the EC and like-minded donors on the scope or appetite for reforms among key stakeholders, or on potential entry points and partners to engage with, as was the case in the Philippines, there may be more value in a more limited involvement of stakeholders. 

· A clear articulation of the purpose(s) will help define what the output will be of the analysis, whom to share it with, and in what form. If the purpose is to initiate a broader discussion and involve for example both state and non-state actors in a dialogue on certain reform options, special care will have to be given to language and style. As a general principle, the OECD DAC encourages donors to be as transparent as possible. It invites donors – who often fund these studies – to publish the findings, unless there are compelling reasons not to do so.
 

Implementation, facilitation and process elements

· The EU Delegation in Manila had asked an external partner, the Maastricht based foundation European Centre for Development Policy Management, to apply the Governance Analysis Framework in trade facilitation. An ECDPM associate with expertise in trade facilitation undertook a light desk study and a five-day country mission with structured interviews of a broad range of stakeholders. 

· Trade facilitation is a complex sector with loose or ‘porous’ boundaries. Rules, regulations and the legal framework may be more or less transparent, but there are numerous informal and less visible dynamics at work that determine sector outcomes more than often recognised. So a governance expert would have been helpful to complement the more technical expertise.

· The EU Delegation and EC head quarters were closely involved in the design of the TORs. The Delegation had a good understanding of the Governance Analysis Framework. It had a clear interest in that it wanted to use the findings to improve its understanding of governance relations in customs reform in the country, in preparation of the potential new phase of their trade-related technical assistance project. 

· The Delegation also set up meetings and participated in the some of them. Some of the meetings were organised in such a way as to benefit from the visit of a senior regional EC expert. This ‘joint’ approach worked well. The EU Delegation facilitated access to key players such as the Commissioner for Customs (in attendance of the EU Ambassador). At the same time, some level of independence was guaranteed since the governance assessment itself was done by an ‘outsider’ 
.  

· This raises questions about when and why to engage with domestic experts from country based think tanks, research institutions, or even specialised NGOs. As a general rule, it is important to strengthen domestic capacity to assess and debate governance issues, and to build on what is already available. Such engagement may further strengthen the domestic capacity to monitor, research, or understand reforms, policy changes and implementation challenges over time. 

· Yet, this is not always possible within the context of a sector analysis, because of requirements in terms of the technical expertise, credibility, and guarantees of discretion (if, for example, interviewees insist on it). Moreover, it may be that different stakeholders are more comfortable with external researchers or process facilitators
. 

· The Governance Analysis Framework is designed for use by a donor such as the EC. One can also think of applications or governance analyses and assessments for partner use. This demands an adaptation of the framework, as well as a mental shift in terms of user friendliness, perspective, process aspects (whom to involve, what scope, how to share findings, etc.). 

Scope, depth and time horizon of the analysis

While the EC’s Governance Analysis Framework sets out a step by step methodology, there remain a number of ‘design’ issues that need to be adapted to the specific sector of trade facilitation. 

· The scope of the ‘sector’ is especially relevant for trade facilitation. Where are the boundaries of such a sector? Who within government has prime responsibility? Or which ministries and ministers have influence over decisions affecting the sector? Who has an interest in the sector? In the case of The Philippines, the EC had primarily focused on the issue or problem area of customs reforms and the corruption that is pervasive and hampers modernisation. 

· Depth and scope of the governance analysis also depend on the nature and purpose of the work being undertaken. In the Philippines the purpose was to determine the nature of a second phase support programme. The findings of such governance analysis may open perspectives on and stimulate a discussion about involving new stakeholders and about bringing in new donors. 

· Given the many linkages with other policy areas, the analysis may point to the need to strengthen the policy dialogue with government around cross-sector issues such as public sector reforms and public finance management (that both affect the scope of governance dysfunctions such as corruption). In the case of trade facilitation, there are strong regional and international dimensions that have to feature in the analysis. 

· As was the case in the Philippines trade facilitation, the output of the analysis may not be a final product. It usually is part of a process, in this case pointing to areas where donor support strategies can be strengthened by further analysis. 

· The purpose of the analysis will also determine the outputs and the process of sharing or communicating the findings. Is the output a research paper, or an accessible briefing document? Or is it primarily a document that is only shared within the delegation and EC Head Quarters, or among donors (for example for the purpose of informing donor approaches to policy dialogue)? Is special care given to make the information accessible, for example by facilitating discussion among different domestic stakeholders? So far, the draft findings of the Philippines case have only been shared with EC Headquarters and EU Delegation staff concerned with the issues raised. 

· Some thought has to go to the methodology of information gathering, of identifying appropriate interviewees and asking the right questions. The World Bank’s Problem-driven Governance and Political Economy Analysis provides some additional helpful guidance. It includes proposals on proper evidencing the research and getting the most out of interviews. These issues are also explored in more detail, with insights from the Philippines case study, in the next session. 

3. Specific Lessons from Interviews in the Philippines

The substantive part of undertaking the Governance Analysis in trade facilitation in the Philippines consisted of interviews with a number of key actors and stakeholders. Here are some lessons and challenges from this process. 

· A good mix of stakeholders is vital for the outcome of the analysis. The EU Delegation played an important role in securing some of the higher-profile meetings (such as those in Congress and with the Bureau of Customs). Some of these interviews were only possible through combining them with the visit of a senior regional EC official. This combination of independent researcher and EC officials did not constrain the interviews. This is not always the case, and probably illustrates that there was an attitude or interest within the post-election administration to discuss reforms more openly. 

· Some time was set aside at the start of the interviews to explain the purpose and the methodology of the Governance Analysis Framework. A great deal of attention was paid to asking the right questions, thereby sequencing first questions about a more technical nature related to trade facilitation (with which interviewees were most familiar), to only gradually open the interview to governance-related concerns. Comparative examples from other countries helped to frame more sensitive questions about governance dysfunctions. The conceptual framework of the tool is not widely shared among interviewees. 

· Attention was paid to techniques - such as triangulation - for verifying information from interviews, or properly assessing the formal and less formal relations between various stakeholders. Stakeholders were asked about their own motives, incentives and constraints before being asked about how they perceived other actors, and relations between different sets of actors. 

· Generally speaking, key stakeholders were open to discuss pressures facing them or the resistance they’re confronted with. They also openly discussed key governance challenges facing custom reforms and modernisation in the Philippines. This should not be attributed only to the recent changes in government, and the new political appointments at the top echelons of the administration. This openness invites some more thought about the merit to share the findings of the study in an adapted format with the key stakeholders that were interviewed. 

· While the governance assessment enables to better understand some of the pressures or incentives under which the President or the Bureau of Customs Manager operate, it remains difficult to assess their credibility and commitment to change. 
4. Sector specific issues when using the EC’s Governance Analysis Framework 
The EC’s Governance Analysis Framework lays out a step-by-step methodology for analysing key governance dimensions at sector level. The value of this tool and methodology may be enhanced with sector specific guidance, especially in less typical or clear-cut sectors such as trade facilitation. Areas of attention include: 

International and regional factors need to be properly assessed:

· The Reference Document recognises that regional integration and global developments (such as trade) can be important drivers for change in governance at national and sector levels. This is clearly the case in trade facilitation. 

· Yet the case study also found that these regional dimensions (such as the efforts at regional integration through ASEAN) or the efforts to strengthen competitiveness in the regional and global markets are less powerful drivers than domestic dynamics and stakeholders. Still, it remains important to refine the analysis framework to properly analyse and ‘visualise’ these regional and international dynamics and their impact on governance actors and processes in partner countries or sectors
. 

· Regional or international transparency initiatives, norm setting through treaties, or ‘good practice’ models can – in certain environments – be conducive to or create incentives for reform-minded stakeholders. A critical self-assessment of how donors influence these sector specific governance processes can help to identify more realistic levels of ambitions and design more effective response strategies. 

Clusters of actors need to be specified and approached differently

· When visualising and mapping the various clusters of actors in trade facilitation, it is important to also further break down these clusters. Various stakeholders with different interests and power may be active within a given cluster and probably respond to different incentives. It is clear for example that the ‘private sector’ is composed of different sub-groups such as foreign businesses whose interests not always overlap with those domestic businesses and their associations. 

· Different actors require different approaches. Often the language and the concepts used in the Governance Analysis Framework don’t ‘talk’ to the interlocutors. Some stakeholders may be difficult to consult (such as frontline staff), while others may be reluctant to answer questions relating to sensitive governance issues. 

· Looking for multiple sources of information, and trying to get underneath the historic and structural features of the sector can help to come to terms with some of the intricacies and the often persistent resistances to change. A documented history of reform efforts, of what has been tried, what succeeded, what failed and why is helpful for any external expert trying to engage in governance analysis. A lot of knowledge is ‘stored’ with the experts and consultants that have worked in this area over the years, also on what has been tried and the outcomes. 

Start from where the sector is, not where it ought to be

· The Philippines study confirms the importance of an analytical approach to sector governance and to “start from where the sector is, not from where it should be”. This may contrast with a more utilitarian approach, when for example such donor driven sector analysis is used in a context where already decisions have been taken to continue in a particular sector, with a particular approach, with a set of stakeholders – or with all three. Such pre-set boundaries to the analysis will of course determine the output, and will restrict to potential to find out why things are as they are, rather than how things should be.

· Trade facilitation is not a well demarcated sector. The outcomes in this area are affected by developments in other sectors and by other policies. So these linkages and the various stakeholders that can influence accountability relations need attention, even if these actors operate beyond the sector boundaries. Ideally, an exercise or assessment of this type (i.e. focused on one particular sector) should focus across a number of sectors. A meeting with the Head of Operations at the Delegation revealed the different initiatives that are ongoing in other programmes (such as a far larger programme being implemented in the Health sector), with potential for cross-fertilisation in the different approaches being taken. Trying out a ‘sector governance’ approach more explicitly across different sectors in the Philippines could help address some of the problems associated with systemic issues of checks and balances institutions.

· A governance perspective to analysing whether the donor-assisted Integrity Action Plan or an EC funded customs automation plan in the Philippines could really support reforms, can highlight the need to focus more sharply on improving accountability relations. Such analysis may point to possibility for external actors such as the EC to facilitate broadening the basis for multi-stakeholder dialogue, and strengthening the demand side for reforms. 

Yet, technology and technocratic issues matter: 

· The Governance Analysis Framework focuses on understanding underlying power relations and the functioning of formal and informal relations. This generic sector tool warns against a purely technocratic approach, yet it is clear that in trade facilitation some technical and technological innovations matter or make a difference, and impact on governance relations. 

· Over the years, automation of border management, for example, has reduced the potential for corruption by reducing the amount of human-to-human contact. Technology changes have gradually brought about certain changes in governance relationships in the sector, but these remain embedded in the broader sector governance relationships that only slowly change over time.

· In sectors such as trade facilitation, with a strong ‘technical’ component, it is important to make sure that the implementation team of the governance assessment also disposes of the technical expertise. A proper briefing to the consultants on purpose and expectations may also help to focus on analysis rather than on recommendations or actionable proposals. In fact, the tool proposes as a fourth step in the process of analysing governance in sectors to plough back the findings in delegation (and beyond) to discuss a) these findings and the governance reform readiness in the sector, and b) implications for EC actions. 

5. Conclusion

As the Governance Analysis Framework is being tested in specific sectors, two key conclusions are emerging. One is related to the need to embed such work in a more continuous effort to better understand key governance and political economy dimensions in sector operations. The output such an analysis is not a final product, but part of a process that ought to strengthen domestic stakeholders in their development efforts. In that respect the EC’s tool can be further refined to particular sector settings and country contexts. Secondly, the tool also points to the need for the EC to further discuss the findings of such analysis as it seeks to translate analysis into action. Sometimes, the findings may point in different directions or to different stakeholders and engagement strategies than the existing ones. The analysis may question assumptions underlying existing donor strategies; it may call for engagement with new stakeholders, point to more realistic strategies that seek to promote reforms over a longer period of time and in less direct ways. It may also inform on the need for external actors to work more collectively and coherently in support of realistic and incremental change. 

Finally, the EC is in the process of developing a new diagnostic tool that also zooms in on key governance and political economy dimensions in sectors. This is part of the redesign of the Project and Policy Cycle Management. Some further comparison and dovetailing will matter for creating synergies between this ongoing process and the process of applying the Governance Analysis Framework in practice. 

� There is a growing body of work including form the World Bank and from bilateral donors, usually in the area of political economy analysis. See also the political economy and governance section of � HYPERLINK "http://www.capacity4dev.eu" ��www.capacity4dev.eu� 


� Valuable guiding principles and operational guidance on such choices are further developed in the OECD Sourcebook Donor approaches to governance assessments (2009)


� HYPERLINK "http://www.oecd.org/dataoecd/25/12/42472200.pdf" ��http://www.oecd.org/dataoecd/25/12/42472200.pdf� 


� On the skills mix of teams of experts, further guidance is provided by the World Bank’s Good Practice Framework on Problem-Driven Governance And Political Economy Analysis (2009), 


� ECDPM is an independent policy research institute that was involved in the design of the Governance Analysis Framework. The researcher is primarily a trade facilitation expert, less of a governance expert. Governance experts at ECDPM provided back-up support. 





� Further useful guidance on identifying and understanding both technical and governance dimensions in trade facilitation can be found in the World Bank’s Practical Guide for Reformers on Border Management Modernization (2011).
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