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Preface

PREFACE

This study was undertaken as part of the programme of independent evaluation
studies commissioned by the Evaluation Department of the Department for
International Development (DFID). The purpose of these studies is to improve the
quality of development activities by providing evidence of what makes for
effective development. Lessons learned from evaluation can be applied to
strengthen current and future policies and programmes. Evaluation of
development assistance provided by DFID also helps to strengthen DFID’s
accountability.

DFID’s Evaluation Department (EvD) is independent of the spending divisions in
DFID, and reports to DFID’s Management Board through the Director General
(Corporate Performance and Knowledge Sharing). Each vyear, Evaluation
Department commissions a number of evaluations which rigorously examine the
design, implementation and results of selected DFID policies and programmes.
The findings and lessons from each evaluation are published.

This report presents findings and conclusions from an assessment of DFID’s
work on trade policy and, in particular, its influence on UK trade policy and the
conduct of multilateral trade negotiations. The study finds that, on the whole,
DFID has been successful in influencing the trade agenda to take account of
developing country interests and to ensure greater engagement with developing
countries in trade negotiations. Of course, these successes cannot be wholly
attributed to DFID: this policy area has been very dynamic and many players
have been pushing for change. The study also concludes that, despite success,
DFID could have taken a more strategic and systematic approach to building up
and exercising its influence.

The study was undertaken largely as a desk study, supplemented by interviews
and a survey of DFID’s trade-related capacity-building projects. It was completed
in 2002 since when, of course, policy and practice in this dynamic area has
continued to evolve rapidly both in the UK and internationally. The findings and
lessons in the study have been discussed widely within DFID both in relation to
trade issues and with regard to strengthening DFID’s approach to influencing
activities. We believe that these issues will also be of interest more generally to
readers concerned with trade, development and development assistance.

The study was conducted by David Pedley, an experienced DFID economist
attached to Evaluation Department, supported by lain Murray (Deputy
Programme Manager) and consultant Tom Dolan. Elaine Smith and Susan
Boland prepared the text and tables for publication, which was edited by Caryn
MacLean.

Colin Kirk
Head, Evaluation Department

September 2003
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Executive Summary

EXECUTIVE SUMMARY
Background

1. This study is the second of DFID’s Evaluation Department’s “fast and
focused” studies. Its Purpose is to provide an indication of the strengths and
weaknesses of DFID’s work on trade following its creation as a separate
government department after the May 1997 General Election. It also looks at
the experience of its predecessor the Overseas Development Administration,
(ODA, a semi-autonomous organisation within the Foreign and
Commonwealth office (FCO)) identifies lessons and good practice for future
work. Because much of what DFID aims to do in this area involves
influencing the approach to trade of other organisations, the study has
emerged as a case study in approaches to influencing strategy.

2. The study was undertaken during the period July 2001-February 2002. It
used triangulation approaches, drawing on a number of different sources of
information: interviews, donor web sites, telephone conversations, academic
papers, written documents, a questionnaire, and trade-related project data.
This information has been used in two ways. Firstly, the concept of “trade” is
defined, as well as good practice approaches for effecting change. Secondly,
these concepts are used to analyse ODA/DFID's trade-related activities for
lessons learned and to consider future implications.

Findings

Trends In Activities Over Time

3. There has been an increase in the number and a shift in the composition
of trade-related activities undertaken by DFID compared to ODA. ODA'’s
focus was principally on aid rather than trade. This reflected, firstly, its
institutional role within UK government structures as an aid administration
rather than a participant in inter-departmental discussions on the positions
adopted by the UK in multilateral trade negotiations. Secondly, it reflected the
fact that trade relationships between developing and developed countries had
been less important in the past, because there was less trade, and trading
relationships were less unequal (4.1.3-4.1.6). ODA’s trade-related projects
were principally in the areas of export promotion 4.1.7 and 4.1.17-4.1.18).
DFID has been much more strategic in its trade-related activities, with a much
greater emphasis on influencing the multilateral trade environment and
building trade policy and negotiations capacity in developing countries (6.2.1-
6.2.3).

ODA's Attempts To Influence Trade Strateqy: The Foundations For DFID's
Later Successes

4. Interest in playing a more strategic role within interdepartmental trade
discussions developed before the transformation of ODA (roughly from the
1995 Fundamental Expenditure Review of ODA) into DFID, reflecting:
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a. changes in the multilateral trade environment, which meant that
there were much greater opportunities for economic expansion
stemming from increased trade;

b. academic literature which suggested that developing countries
needed to be much more involved in multilateral trade negotiations and
would need help to facilitate this;

c. the likelihood that future EU-ACP Conventions would probably
consider aid and trade together.

5. ODA was largely unsuccessful in persuading other government
Departments to take greater account of developing country interests when
setting UK trade policy. Factors which contributed to this were:

a. ODA'’s limited knowledge of trade issues (4.1.20-4.1.23);

b. Limited staff and financial resources to devote to a greater pursuit of
trade issues (4.1.15-4.1.18, 4.1.21 and 4.1.23);

c. Its weak institutional position within UK government structures
(4.1.13-4.1.15 and 4.1.21)

6. Nevertheless, the work undertaken to develop contacts and gain
knowledge provided a base for DFID to have an immediate impact on inter-
Departmental trade policy discussions following its formation in May 1997
(4.1.25-4.1.26) and in its later work, for example in inter-departmental

discussions on the EU’s “Everything But Arms” proposal (5.3.4).

DFID and Trade: A New Department and a New Position Within UK Trade
Policy Making

7. The creation of a new government Department, DFID, following the 1997
General Election had a significant impact on the ability of its officials to
become involved in trade issues. The new Department was able to be much
more proactive, both within Whitehall and internationally (5.1.1-5.1.2).

8. The process of writing the White Papers greatly increased the coherence
of trade and development polices within government. The process was aided
by the new government's principle of "joined-up" government, which meant
that trade and development issues were looked at together (5.1.3 and 5.1.5).

9. DFID's role within the inter-Departmental Trade Policy Group has, since
1998, developed from limited involvement to one where it is a major source of
expertise and resources for exploring issues (5.3.2).
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DFID's Organisational Set-up For Influencing UK Trade Policies

10. The creation of a separate DFID department specifically devoted to trade
has meant that DFID can devote more staff time to trade issues (5.3.4 and
6.3.1).

11. Although this department, International Trade Department (ITD), formerly
International Economic Policy Department (IEPD), leads for DFID on trade, a
number of other DFID departments have an interest in trade-related issues
(5.1.7). Within DFID HQ these individual departments look at trade-related
issues from different perspectives and this has led to differences in opinion on
priorities. This has sometimes led to complaints that ITD determines DFID’s
approach to a particular issue without fully consulting other departments
(5.1.7 and 5.3.5).

12. Trade-related objectives in DFID are generally not SMART (specific,
measurable, attributable, realistic and time-bound) and are set by these
individual departments rather than agreed across DFID as a whole (5.2.1-
5.2.7).

13. Nevertheless, coherence between DFID central departments, both in
setting trade-related objectives and pursuing them, is improving and leading
to reductions in duplication and overlap (5.2.8-5.2.12 and 5.3.6).

14. The availability of ITD staff or ITD-financed consultants has helped
country programmes set up Trade-Related Capacity-building Programmes
5.3.15) Beyond this, however, links between IEPD/ITD and country
programmes, in objective setting and activities, as well as in sharing
information, have been weak, but are improving. Links between the centre
and country programmes are strongest in London, but weaker between
London and overseas offices (5.2.13-14 and 5.3.12-5.3.16).

15. The high turnover of staff within IEPD/ITD has weakened DFID's links
with country programmes and other donors (5.3.14). A combination of this
and the weak links between ITD and country programmes may limit ITD's
ability to meet the increasing demand from other Government Departments
for information on trade-related capacity-building in developing countries
(5.3.18).

Techniqgues Used To Pursue Strategic Trade-Related Objectives

16. DFID’s trade-related work with other Government Departments and
donors has benefited from the use of good practice approaches in influencing
and negotiation skills. Specifically:

a. DFID's decisions on whether to enter specific areas of trade with
which it was previously unfamiliar have been informed by taking time to
build up sound knowledge bases (5.3.2-5.3.4).
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b. In negotiations with other government departments, DFID's position
has been strengthened by its research (both internal and that of
externally-financed consultants), ensuring that discussions are based
on objective criteria rather than untested assumptions or lobbying by
special interest groups (5.3.4 and 5.3.10).

c. In these negotiations, DFID has also benefited from using
established networks to build coalitions (5.3.4 and 5.3.10).

d. In addition, these negotiations have demonstrated the benefit of
understanding and attempting to accommodate different stakeholders'
interests, as well as the costs of not doing so (5.3.4 and 5.3.10).

Impact on Processes Since 1997

17. The limitations to DFID's approach to setting trade-related objectives
make it difficult to identify a baseline for measuring performance (6.1.1).
Impact has been assessed by, firstly, drawing out from documents and key
informant interviews the priorities identified below, then recording changes
that have occurred since priorities were set, and, finally, using contribution
analysis to draw conclusions on DFID's part in these changes.

Main Objectives
18. The following key objectives since 1997 have been identified:

a. continuously ensuring that the Government’s international policies
on trade, agriculture and investment take account of its development
objectives;

b. a set of objectives related to ensuring that the EU position in further
WTO negotiations takes maximum account of developing country
interests;

c. a set of objectives related to maximising the benefits for developing
countries from the post-Lomé arrangements, and ensuring greater
coherence between trade and development policies;

d. building capacity in developing countries to pursue pro-poor trade
reforms (6.1.2).

Major Changes Since 1997
19. DFID has been much more strategic in its trade-related activities, with a
much greater emphasis on developing trade policy and negotiations capacity

in developing countries (6.2.1-6.2.3).

20. DFID's position within government decision-making processes has been
strengthened considerably:




Executive Summary

a. DFID's profile has been raised now that it is a separate Department
with its own Cabinet Minister (5.1.1-5.1.2 and 6.3.1);

b. Its staff and financial resources have increased and it has acquired
expertise, which other government Departments have been able to use
(5.3.2-5.3.4 6.3.1and 6.3.5);

c. Partly as a result, its reputation amongst other Government
Departments has improved dramatically, reflecting a shift from a
position of largely unsuccessful lobbying on behalf of developing
countries to more of a capacity-building role within government (5.3.3,
6.3.2 and 6.3.4).

21. DFID's more strategic position within UK government is not purely the
result of its own efforts, but is also partly due to the fact that government
Departments now work more cooperatively and take development issues into
account when arriving at UK negotiating positions (6.3.3-6.3.4).

22. DFID (as one part of the UK government) and the Secretary of State are
perceived by other donors and international organisations as being amongst
the leaders in linking trade and development issues in the multilateral trade
environment (5.3.8, 6.4.2-6.4.4).

Aftribution

23. When considering attribution account needs to be taken of other factors
which might explain changes in the multilateral trade environment. Attribution
in this study is assessed in terms of "chronic" and “contingent factors.
Chronic factors are important levers or prompts for change which affect the
environment in which an organisation works over a long period; contingent
ones are specific in time and place and act as a immediate prompt for
change.

24. With regard to chronic factors, DFID has been operating in a dynamic
world in which developing countries have become more aware of their
influence on rule-setting within the WTO and other developed countries have
become aware of the need to link trade and development issues (7.3.4).

25. Contingent factors are divided into those which relate to the UK
government as a whole and those which are specific to DFID. Key contingent
factors have been the emphasis placed on “joined up” government, embodied
in the process of writing the two International Development White Papers, the
swift integration of DFID into Whitehall trade networks, and the readiness of
other Departments to take account of the views and needs of developing
countries when forming their positions on issues (7.3.5).

26. There are a number of contingent factors specific to DFID. DFID was
able to respond very quickly to its new position as an independent
Government Department. This was partly because of the ground work done
and networks built up during the previous two years. This has been built upon
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by the Secretary of State, as evidenced by the opinions of other donors and
key informants from other Government Departments. These informants also
stress the benefit from DFID’s establishment of a separate, well resourced,
department dedicated to trade and investment issues (now two separate
departments). The benefits of having a separate department with the time to
research issues, form and maintain networks, and become involved in often
drawn-out negotiations has been borne out by the case studies included in
this study (7.3.6).

Lessons Learned

27. To have an impact in a new areas of work, policy statements and
strategies need to be backed up by freeing up staff time and financial
resources to pursue them (5b and 16a-b).

28. To influence multilateral decision-making an organisation needs to have a
sound knowledge base from which to argue its case (5a, 16a-b).

29. Work undertaken in developing a knowledge base and establishing
contacts can still be worthwhile, even if there are constraints to effecting
change. If the constraints are removed in the future, these previous efforts
reduce the time it takes to reach a position of “influencing in partnership” (6
and 16c¢).

30. In organisations where the starting point for objective-setting is individual
units, the organisation needs to establish mechanisms which ensure
coherence across units in these objectives, particularly where units may have
different viewpoints on a subject of interest across the whole organisation (11,
12 and 14).

31. Setting objectives which are not SMART makes performance
measurement and management of attempts to influence strategy difficult (17).

32. Successful influencing requires an understanding of, and sensitivity
towards other parties' perspectives (16d).

33. An organisation’s influencing objectives are more likely to be achieved
when it has something to contribute that other organisations need (5¢ and
20b).

34. Successful negotiating and influencing is assisted by building up
networks and coalitions. Building up networks can take a long time and may
require enduring a period of time when the effort involved is yielding little
benefit (6 and 16c-d).

35. Research undertaken before entering discussions or negotiations
increases the likelihood of an organisation's views being accepted and of
discussions being based on objective criteria rather than "special pleadings"
or prejudice (16b).
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36. When dealing with broad and detailed subjects such as trade there are
benefits for donor organisations in having a separate unit with the time to
research issues, form and maintain networks, and become involved in often
drawn-out negotiations (10 and 26). There are also risks with this approach,
in particular that this lead unit will not consult other units adequately when
writing policies and strategies (11).

37. Continuity of personnel aids the pursuit of influencing objectives because
of the need to develop a knowledge base, build and maintain networks and to
be able to respond quickly to new developments (15).
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CHANGES IN STRATEGIC INFLUENCE: DFID’S CONTRIBUTION TO TRADE
POLICY

1. Background, Methodology and Summary

1.1.1 DFID’s Evaluation Department’s Programme of Evaluation studies,
2001/02-2002/03, introduced the idea of “fast and focused” studies. These would
focus on specific issues or programmes and would produce a single, short report,
to be completed within six months. They form part of EvD’s strategy of providing
preliminary evaluative reviews of immediate policy relevance to balance the more
traditional approach to evaluation which focused on impact studies of completed
projects.

1.1.2 The first of these smaller-scale studies, on ‘“influencing” was written in
2001. The topic area for this, the second one, is trade and development. Its
Purpose is to provide an indication of the strengths and weaknesses of DFID’s
work on trade (and the work on trade of its predecessor the Overseas
Development Administration, ODA ) and to identify lessons and good practice for
future work. This has been done by examlnlng the relevance, efficiency,
effectiveness, impact and sustalnablllty of ODA/DFID’s policies and
programmes, 1990-2001, concentrating on the period 1997 onwards, since this
marks a watershed in the organisation’ s> approach to trade. Because much of
what DFID aims to do in this area involves influencing the approach of other
organisations to trade, the study has emerged as a case study in approaches to
influencing strategy.

1.1.3 Since major involvement by the organisation in trade policy and
development is recent, and since this study is “fast and focused”, it has not
attempted to assess the impact of the organisation’s trade related activities on
poverty. Instead it has examined the impact the organisation has had on
processes related to trade.

1.1.4 The study was undertaken during the period July 2001-February 2002.
Full details of the sequencing of activities and methodology are contained in
Annex 1. They are briefly summarised in the rest of this section.

1.1.5 The study used triangulation approaches, drawing on a number of different
sources of information namely:

e key informant interviews W|th strategically placed people from DFID,
other government Departments the UK Mission in Geneva, bilateral and
multilateral donors, and the Organisation for Economic Cooperation and
Development;

! Following the change of government after the May 1997, ODA was renamed DFID and its role
broadened from being principally involved in administering aid programmes to covering all means
of development.

These are the five DAC principles of evaluation

Organlsatlon is used here to refer to both ODA and DFID where reference is made to the
penod of time covering the transformation of ODA into DFID.

* In this paper “department” refers to units within ODA or DFID and “Department” refers to
Government Departments eg Department of Health, The Treasury, DFID etc
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e searches of donor web sites;

o telephone conversations, mostly with key informants based outside the
UK;

e academic papers;

e exchanges of written documents, such as minutes and letters held on
DFID's files;

¢ minutes of inter-Departmental meetings, particularly those of the Trade
Policy Group;

e a questionnaire, sent to programme managers and advisers on DFID
trade-related capacity-building projects;

e and data on trade-related project activities, extracted from DFID's
Performance Reporting Information System (PRISM).

Details of files examined and people consulted are contained in Annexes 2 and 3
respectively.

1.1.6 A number of people assisted in producing the study. A consultant, Tom
Dolan, undertook telephone interviews with a number of representatives from
other donors and web site searches. lain Murray of Evaluation Department
analysed PRISM data on ODA/DFID’s trade-related project activities, the reports
of Tom Dolan’s interviews and questionnaire responses. Members of a small
internal reference group commented on four working papers and drafts of this
paper. Colin Kirk, Head of Evaluation Department, DFID, and Professor Murray
Saunders, an external evaluator from Lancaster University, provided extremely
helpful comments on methodology. Finally, Elaine Smith and Susan Boland
efficiently typed the text and produced the tables.

1.1.7 Fast and Focused studies are not intended to be comprehensive and,
given the short time over which the work is done, it has not been possible to
cover all possible sources of information. However, this study is "indicative" in
that it provides strategic insights into the evolution of DFID's current and potential
contribution to UK policy-making on trade. Although links between trade and
poverty are examined, it has not been possible to cover the relationship between
trade and the significant development issues of both environment and gender.
Similarly there are a number of potential informants to whom it was not possible
to speak. In particular there was not time to contact any informants from Non
Governmental Organisations (NGOs), although some idea of their views was
gleaned from attending one of ITD’s regular informal NGO consultations. The
other major gap has been the absence of contacts with anyone in a developing5
country, either working on trade-related activities or affected by them. Finally

® In this and other working papers, “developing countries” will be used as a short hand for “least
developed, developing and transition countries”.
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contact with DFID staff working on country programmes has not extended
beyond the questionnaire mentioned above. In spite of these gaps, the various
sources consulted have largely provided consistent information.

1.1.8 In producing this study, the information collated from the various sources
has been used in two ways. Firstly, the conceptual context of the study has been
established. This has involved setting a framework for what is meant by “trade”
and drawing from available literature on defining good practice approaches that
an organisation might adopt when attempting to effect change.

1.1.9 The second objective has been strategic and forward-looking: to analyse
the evidence of what DFID has done; draw out some lessons learned; and
consider future implications. Through synthesising the evidence gained from the
various sources of information, supplemented by a closer examination of some
case studies, the study arrives at conclusions on the extent to which DFID has
applied the concepts defined in the first part of the study and the impact of
DFID’s trade work on the multilateral trade environment.

1.1.10 The structure of the study reflects these two purposes. Sections 2 and 3
provide the conceptual background to the study. Section 2 provides a framework
for looking at the many ways in which trade affects the lives of the poor. Because
of the extended causal chain through which these changes are transmitted, it is
difficult to find a direct relationship between trade and poverty reduction. Section
2 also looks at the way the impact of trade is perceived by different types of
development professionals. This perception is influenced by people’s
backgrounds. Those who focus on broad macro-level issues will have a different
perspective on the impact of trade on poverty to those who focus more on
particular groups of people or institutions.

1.1.11 Section 3 breaks down general concepts, such as “influencing” and
“negotiating” into more precise analytical tools. “Influencing” is broken down into
“advocacy”, “lobbying”, “awareness-raising”,  “reputation management”,
“‘networking” and “contact management”. These are then linked to the concept
of “change forecasts”, which are frameworks for thinking about what needs to
happen if change is to be secured. Many of the skills required for securing
change are the same as those required for negotiations, such as focusing on
“‘interests” not “positions”, and generating options. These concepts are also
defined.

1.1.12 The analytical part of the study is contained in sections 4-6. Sections 4
and 5 analyse the policies, objectives and activiies of ODA and DFID,
respectively. They contain an analysis of the relevance of trade-related policies
to ODA/DFID’ broader policies and objectives, referring to the conceptual
framework of trade outlined in section 2. Trade-related objectives are analysed
for the extent to which they are coherent and measurable. The activities of the
organisation are analysed for evidence of adherence to the concepts outlined in
section 3. Case studies provide a number of examples of good practice.

1.1.13 Section 6 brings together the analysis. It looks at the changes that have
taken place since 1997. DFID has taken a much more strategic approach to
trade-related activities since 1997, with a much greater emphasis being placed

10
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on building trade-related capacity in developing countries and promoting changes
in the multilateral trade environment so that there are greater benefits to
participation in trade by developing countries. DFID has also had a much more
prominent role within Whitehall and developing country interests are now taken
into account when UK positions are being drawn up. Finally, DFID (as one part
of the UK government) has gained a reputation for being one of the leading
organisations linking trade and development issues in the multilateral trade
environment.

1.1.14 Section 7 draws together some conclusions. Firstly, it reaches
conclusions on the extent to which DFID staff have used the concepts outlined in
Section 3. In general the concepts outlined in section 3 have been used, but
informally and through “learning by doing”. These could, perhaps be formalised,
particularly in the areas where weaknesses have been found, namely those of
objective setting, where objectives were largely set within individual departments
rather than across DFID as a whole, and defining indicators. Secondly,
conclusions are reached on the extent to which changes since 1997 can be
attributed to DFID. DFID has been operating in a dynamic environment and a
number of changes have taken place independent of anything DFID has done.
Nevertheless, DFID, as part of the UK government, has been a lead institution in
aligning trade and development issues more closely within the multilateral trade
environment.

11
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2. The Role of Trade in the Lives of Poor People

2.1.1 This section looks at what is meant by trade and traces through the wide
range of impacts a change in trade policy or conditions might have. It also looks
at different perspectives on trade-related issues. A change in, say, the level of
tariffs, will set off a chain of other changes, which may not be predictable and will
be country-specific. People will focus on different parts of this chain, so the
policy stance taken by an organisation on trade-related issues may also reflect
which view prevails within that organisation.

2.1.2 The word “trade” refers simply to an enormous volume of miscellaneous
transactions of flows of goods and services. These take place because people
are not able to provide all goods and services for themselves. People also have
varied access to the resources required to provide goods and services, whether
these resources occur naturally or take the form of tools and labour. This
difference in “factor endowments” leads to individuals or groups of people trading
things they do have for things they do not. Provided there is no coercion
involved, both parties to an exchange will gain (although those which they
formerly traded with may lose). As time elapses, societies have discovered that
trade is facilitated if there is a “medium of exchange” ie money.

2.1.3 At this level there would be no reason to concern ourselves further in this
exchange of goods and services. We only need to examine trade further when
there are significant barriers to trade. Barriers to trade can be natural, such as
distances or mountain ranges, or social, such as legal requirements, for instance
health and sanitary regulations. The existence of borders is an example of the
latter. They do not necessarily have to be an impediment to trade, but most
international trade, which is what trade across borders is, involves the need to
overcome some barriers, be it the need to make goods available for inspection,
meet different standards and so on. Unequal power relationships may also serve
as barriers to trade for some groups.

2.1.4 The existence of barriers to trade is a reason for people to combine and
trade as a group, or for people to employ others, forming firms where employees
trade their labour for money. Trading in larger quantities can reduce the cost of
overcoming barriers to trade. Barriers also provide reasons for governments to
become involved in trade. At worst the government might comprise members of
a powerful group which wishes to strengthen its power further. Alternatively, the
government may protect weak groups, control the operations of powerful firms, or
to try to overcome natural impediments to trade. @ Where trade takes place
across borders, pairs of countries, or groups of countries may agree on ways in
which trade between them could be furthered.

2.1.5 Thus, trade is part of a process generating a wide range of institutions and
relationships. These are shown schematically in Figure 1 below, which is taken
from McCulloch, Winters and Cirera (2001). The way these institutions and
relationships interact has implications for welfare and the way this may be
manifested in poverty for some.
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2.1.6 The range of trading relationships shown in Figure 1 increases as we move
from the bottom to the top. The smallest unit is the Household. At its simplest
level, members of the household may engage purely in subsistence production.
Often, even households mostly producing for subsistence become involved in
trade in some way, either selling some of what they produce or engaging in paid
employment. The size of the benefit households gain from this trade will depend
on a wider range of power relationships between the household and the people
or firms it trades with. The benefits individual members receive will depend on
power relationships within the household. Beyond this there is a range of
relationships between firms, be they competitors or suppliers. These
relationships can spread beyond the immediate locality to the wider region or the
nation as a whole. Where trade takes place beyond borders the returns a firm
receives, and how they trickle through to individual households, will be affected
by the nature of the relationship the host country has with the trading country as
well as the way institutions which have been designed to manage and/or facilitate
trade operate.

Figure 1:  Trade Policy and Poverty - Causal Connections
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Source: McCulloch, Winters and Cirera (2001), p 99

2.1.7 The way governments become involved in trade is shown on the right hand
side of Figure 1. At a national level they become involved through collecting
taxes, setting regulations, employing people and procuring goods and services.
Their involvement in international trade takes the form of collecting tariff revenue
procuring goods and services, and being involved in trade negotiations on a
bilateral and multilateral basis.

2.1.8 Because of the range of relationships involved it is difficult to predict what
the impact will be on individuals, households or institutions of changes in trading
relationships. Often the impact manifests itself in a way that disguises the
connection with a change in the trading environment. For example, an increase
in household income may arise from an increase in the wages of one of its
members. This may reflect an increase in profits resulting from a reduction in the
cost of an imported input following a reduction in import tariffs. In order to
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compensate for the fall in tariff income, however, the government increases
consumption taxes. Thus both the income and expenditure of this household
have increased with a net impact that will be beneficial to some households, firms
and institutions and costly for others. Yet the role of trade in producing these
changes will be less apparent than the more noticeable changes to tariffs and
taxes. Where changes in the trade environment lead to significant changes in
the structure of industry in a country, they may manifest themselves in the form of
changes within household relationships, if changes in employment and wages
affect men and women, the young and old, or the skilled and unskilled differently.

2.1.9 The impact becomes more difficult to predict the more we move away from
individual household production towards international trade because the chain of
relationships increases in length and complexity. Thus, attempts to evaluate the
impact of trade reforms on poverty are fraught with significant problems of
attributing cause and effect. Yet increased openness to international trade is one
element of increasing “globalisation” (along with greater openness to capital and
labour movements), the benefits and costs of which for developing countries are
hotly debated. The stance individuals take in this debate is influenced by where
their main area of focus is in the range of relationships mapped in Figure 1.

2.1.10 Given the difficulties found in measuring the impact of trade on poverty,
this study will examine instead the factors which have influenced the degree of
involvement of ODA/DFID in trade issues, the nature of that involvement and
changes that the organisation has attempted to effect. The above discussion is
particularly relevant to the latter two aspects, since the point in the schema in
Figure 1 from which an organisation enters trade debates will affect the nature of
that involvement . Kanbur (2001) identifies two groups of commentators who
have different approaches to reducing poverty:

e Group A, who tend to take an approach based in economics and tend to
include amongst their number economists, Senior Managers in
International Financial Institutions and multilateral banks and those who
work in Finance Ministries; and

e Group B, who take a more social and advocacy approach and tend to
include in their number analysts and advocates in NGOs, social sector
officials and, amongst academics, non-economists.

2.1.11 Kanbur locates the differences between these two in three dimensions:
the level of aggregation; the time horizon; and the operation of markets. These
differences are summarised in Figure 2. As Kanbur recognises this division is, of
course, a caricature. Nevertheless, the distinction is relevant to this study
because the view that predominates will affect the way in which a donor
organisation approaches trade issues. Group As are more likely to focus on
broad benefits that can come from greater openness, particularly its contribution
to increasing economic growth. Their focus is, therefore, more on the elements at
the top of Figure 1. Group Bs’ starting point is more likely to be at the bottom of
Figure 1, concentrating on the impact of greater openness on groups of people,
particularly those which may lose from a change.
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Figure 2: Kanbur's Typology of Development Professionals
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2.1.12 This section has elaborated upon what is meant by “trade” and brought
together the complex nature of trade relationships in a simplified diagram that will
be referred to throughout the rest of the study. It has also brought out the
potential influence of an organisation’s starting point in determining the approach
taken by it towards trade-related issues. The next section covers approaches
which might be used to bring about changes that an organisation wishes to see.
Subsequent sections will look at the extent to which the analytical constructs
outlined in this and the next section are reflected in what ODA/DFID has done in
the area of trade. It will also look for examples of good practice and draw out
some lessons.
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3. Tools For Effecting Change
3.1 Conceptual Framework For Influencing

3.1.1 This section outlines some analytical concepts for use in situations where
change beyond the control of an organisation is being sought. In future sections,
what will be assessed is whether they have been used in practice, even if not
formally referred to.

3.1.2 It is important to remember that DFID is not attempting to bring about
change for its own benefit. It is an advocate on behalf of developing countries. It
needs to be in touch with developing country views and has a potential role in
representing them. At the same time, DFID also has views on what the best
approaches are for developing countries to follow, and these may not necessarily
coincide with those of developing countries.

3.1.3 DFID’s position is further complicated by the fact that it is not the institution
that can bring about this change. Instead it is trying to influence the approach of
others. Its principal target institutions with regard to trade are the EU, the WTO,
and UNCTAD. Before 1997, direct contact with these institutions was minimal; it
was generally ODA’s parent body, the FCO, which made contact, or another
Department such as the DTI. Since 1997 DFID’s contact with these institutions
has increased, but, nevertheless, DFID is just one Department making an input
into an agreed UK position on an issue, and is rarely the lead Department putting
across the UK position within these institutions. Which Department plays the
lead inevitably shapes the position taken. The Lead Department is the one that
decides on the language used in the meeting, has informal discussions in the
margins of the meeting, and interprets to the other departments the strategies
and verbal and non-verbal language witnessed at the meeting. In summary,
DFID is attempting to influence the position of its target institutions through its
influence in forming the UK's position on particular issues.

3.1.4 The process of bringing about such change is often referred to as
“‘influencing”, but as Spicer points out, influencing has generally been used in an
unspecific way within DFID. She suggests that the “influencing agenda” is used
as a “proxy term for our engagement, collaboration, advocacy and policy dialogue
with partners, including, but not restricted to multilateral organisations” (Spicer,
2001, p43).

3.1.5 Davies suggests a division between advocacy and capacity building.
“Advocacy” is supply led. In an advocacy relationship the starting position is one
of a difference of opinion and the advocate’s objective is to move the position of
the targeted organisation(s) closer to its own.  Advocacy can work in both
directions, and an advocate may knowingly or unknowingly move towards the
position adopted by the target organisation (Davies, 2001, pp12-13) .

3.1.6 Capacity Building is generally led by demand, even if the full nature of that
demand is not evident at the beginning of the relationship. In contrast to
advocacy, agreement on outcomes is likely to be a precondition. However, it
complements advocacy efforts. A relationship might involve both information
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exchange as a means of understanding better each others’ position, as well as
an attempt to alter that position. Those who think they are doing capacity
building may, in fact, be doing advocacy, and vice versa (Davies, 2001, p13).
Spicer’s concept of “influencing in partnership”, defined as “a two-way exchange
in which influence is underwritten by shared objectives” (Spicer, 2001,p ii) brings
this out more explicitly.

3.1.7 Davies further divides advocacy activities into “lobbying” and
‘campaigning”. Campaigns are targeted at large numbers of people and the
means of contact is through the media. In lobbying contact is usually more direct
and aimed at a smaller number of participants (Davies, 2001, pp 13-14)

3.1.8 Finally Davies adds another element to effecting change, awareness
raising, which is undertaken prior to advocacy work. It is does not involve any
explicit agreement being reached about desired change. It is simply the provision
of information, which is then expected to become part of the recipient’s basis for
further decisions (Davies, p15).

3.1.9 The relationship between these concepts is shown below in Figure 3. They
will not be used rigidly in this study. For instance, awareness raising may take
place alongside advocacy and capacity-building.

Figure 3: Aspects of Influencing

Lobbying Campaigning
Capacity
building
Awareness
raising
Advocacy
Influencing
(all being means to objectives)

Source: Davies (2001), p 15

3.1.10 Poate divides lobbying up into networking, contact management and
reputation management. Networking, he suggests, is largely discredited, as
being unstrategic and indiscriminate. Contact Management involves
understanding who an organisation wishes to influence, who is best placed to do
the contacting, and how frequent contact should be. Reputation management is
about establishing your organisation as a credible contact for your target
organisations. If an organisation has a good reputation, it is more likely to be
listened to (Poate, 2001). The concepts of contact management and reputation
management are useful extensions to Davies’ schema. Poate’s dismissal of
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networking is, perhaps, a bit harsh as some initial networking, as a precursor to
working in partnership, is necessary to establish “presence” and to demonstrate
an organisation’s worth to other organisations in the network. This is the concept
of networking that will be used in this study.

3.2 Influencing Powers

3.2.1 The decision on whether to enter a new area should be informed by
consideration of the organisation’s attributes for effecting change. Spicer (2001,
pp 11-13) adapts concepts taken from Handy (1988) to arrive at four factors
which will help an organisation to secure change.

e Position power ‘“is influence derived from DFID’s official status or title,
access or “seat” at the policy table”.

e Resource power is ‘“influence achieved through financial resource
transfers and related incentives and pressures”.

e Expert power is “power of knowledge and experience”.

e Person power covers “individual or group influencing skills, networks and
capacity for team working and organisation.

3.2.2 A link can be made between reputation and Spicer's four forms of
organisational power. An organisation’s strengths and weaknesses in these
areas of power are likely to be reflected in its reputation.

3.3 Planning For Change

3.3.1 From the above, it should be clear that “Influencing” is a generic term
covering ways of altering the position of an organisation or person. When
attempting to being about policy change the concept of Change Forecasts is
helpful in drawing out the processes and actions that might lead to change.
These offer a link between lower level activities and higher level objectives, and
guide decision-making by identifying activities that support change. Key
elements in a change forecast are:

o statement of change: this describes the key characteristics of the sector in
its current state, and the future state after the anticipated change over the
relevant time-frame.

o forcefield analysis: this describes the forces which support change on the
one hand and the forces constraining change on the other. They could be
domestic, regional or global. The forces could include those which are
systemic (e.g. lack of resources), people based (e.g. individuals who are
change advocates) or technical (e.g. lack of skills to implement change).

o stakeholder analysis: this shows not only who the key stakeholders are but
also defines the key characteristics of their current and anticipated behaviour.
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e description of the process of change: this describes the key steps in the
change process - the “how” of change. This would include the role of change
advocates, the people who are pressing for change.

3.3.2 Change forecasts are based on the idea that change will only take place
when the people it affects really want change. Change is not driven by one
party. The changes outlined are predicted ones, rather than a blueprint, and the
resulting change (if there is one) may be different from that forecast (McKendry,
2001, pp 2-3)°.

3.3.3 The skills required to influence change are similar to those required for
negotiating. Fisher, Ury and Patton (1997, p4) identify four key factors in
successful negotiations:

a. Separating the people from the problem — participants should see
themselves as working together to attack a problem, not each other;

b. Focusing on interests, not positions — negotiations conducted on the
basis of stated positions often fail. Usually, there are a range of underlying
interests not revealed in the stated position. If negotiations cover this wider
range of interests it is easier to find a solution that meets at least some of the
interests of all parties.

c. Generating options — generate a variety of possibilities before deciding
what to do;

d. Use objective criteria — insist that the result be based on some
objective standard.

3.3.4 This section has identified some analytical tools to use when reviewing the
approaches employed by an organisation. They cover the need for background
research to establish facts about the issues that need to tackled, to gather ideas
on what needs to be done, and to form options on how it might be done. Tools
that might be used in this analysis are stakeholder analysis, forcefield analysis
and an assessment of the interests and power to effect change of each
stakeholder. Finally techniques that might be used to influence and negotiate
change have been introduced.

3.3.5 The next two sections use this framework to analyse ODA/DFID’s
involvement in trade-related issues during the period 1990-2001.

® The description of the Change Forecasts approach described above is slight adaptation of that
contained in McKendry's paper, which is orientated towards sectors in an individual country rather
than global issues like trade. Spicer (2001), annex 3, contains an example.

19



Changes in Strategic Influence: DFID’s Contribution to Trade Policy

4. UK Policies, Objectives and Activities on Trade and Development, 1990-
April 1997

4.1.1 This section looks at ODA stated policies, objectives and activities on
trade’. It is divided into two periods: 1990-95, and 1995-97.

1990-1995

4.1.2 ODA paid little attention to trade in the period up to 1995. Only one
Ministerial speech (Chalker, 1993) explicitly referring to trade was made. Using
this, key informant interviews, file reviews, project data and the summary of
ODA’s approach contained in the 1995 Fundamental Expenditure Review (FER),
it has been possible, nevertheless, to build up a picture of ODA’s involvement in
trade issues.

41.3 In general, explicit connections between macroeconomic reforms
promoting economic growth (including trade liberalisation), and their impact at
ground level were not made in ODA in the first half of the 1990s. In line with the
“Bretton Woods consensus”, to which ODA subscribed, trade was seen as one of
a number of non-aid instruments that could facilitate development. ODA'’s role
was to encourage developing countries to open up their economies, so that they
could gain from greater investment and increased exports, and to participate in
the Uruguay Round of the General Agreement on Trade and Tariffs (GATT).
Other issues, such as European Community (EC) trade policy or the way GATT
operated, were largely left to other Government Departments.

4.1.4 This meant that ODA had little involvement in Whitehall® discussions in the
first half of the 1990s, and largely limited its involvement to discussions on Lomé
renegotiations, informing the FCO’s input. For example, in the Lomé
renegotiations, 1989-90, it was the FCO which commented on the Commission’s
final proposal and outlined the UK’s negotiating position. The FCO led
discussions with the UK Representative Office (UKRep) in Brussels and
corresponded with The Department for Trade and Industry (DTI) on trade issues
and the Ministry of Agriculture, Food and Fisheries (MAFF) on agriculture.

4.1.5 Key informants agree that this reflected ODA’s position as one “wing”
within the Foreign and Commonwealth Office (FCO), and second to FCO
interests, whose Secretary of State, a member of Cabinet, was senior to ODA’s
Minister, who was not a member of Cabinet. ODA’s status as an aid
administration meant that its principal focus was on delivering aid through country
programmes and its structure reflected this. Two key informants from other
Government Departments mentioned how difficult it was to find anyone in ODA
who was interested or able to discuss cross-cutting issues such as commodity
prices.

"The study focuses on areas where the organisation has sought directly to improve the
environment in which trade takes place both within individual developing countries or at
regional/world level. It does not cover ODA’s Aid and Trade Provision since it did not fit into this
definition.

8 Whitehall, the street in London where a number of Government Departments are located, is
commonly used as short-hand for “the British Civil Service” or “Central Government Departments”
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4.1.6 In addition, historically, there had been less need for support from ODA to
developing countries on trade issues. EC trade with developing countries is a
good example. The four Lomé Conventions had, since 1975, linked the EC
through trade, aid and institutional development, to 70 countries in Africa, the
Caribbean and the Pacific (ACP). Stevens (1996) reports that in 1975 there was
reasonable parity of power between the EU and ACP in trade, so ACP countries
secured significant benefits from EC trade concessions. The European
Development Fund, set up to deliver aid to signatories of the Lomé Convention,
also provided significant aid benefits to these countries relative to the EC’s,
mostly richer, other aid recipients. More generally, most developing countries
had had largely closed economies and had limited their involvement in
multilateral trade negotiations within GATT to obtaining preferential access to
industrial country markets (Martin and Winters, 1996, p1).

4.1.7 ODA’s trade-related expenditures at the beginning of the 1990s reflected
the limited role in broader trade issues. Indicative’ data in Table 1, taken from
DFID’s Performance Reporting Information System for Management (PRISM)
shows the distribution of trade-related projects during the period 1990-97 (a full
list of the projects is contained at Annex 4). This period is broken up into roughly
two equal halves in order to gain a feel for trends over time. Trade-related
projects are divided up into 9 separate categories, listed at the bottom of Table 1.

4.1.8 Expenditures on trade-related projects in the four years 1990-93 inclusive
came to just under £17 million covering 27 projects in five of the nine categories.
They were mostly concentrated in export promotion (category 5) activities (83%
of expenditure), generally related to particular export crops. Most of the
remaining expenditure (17%) was on activities relating to trade and the private
sector (category 6). Virtually all of this comprised grants to DECTA for the
provision of trade information to developing countries and the

° Data in Table 1 should only be used as an indication of actual expenditures on trade-related
activities. DFID’s data systems are unable to provide data on total expenditure that took place in a
particular period. Instead, the whole of a project’s expenditure is allocated to the period in which
spending commenced, which means that some of the expenditure may have occurred after the
period end. Whilst this will introduce some biases and inconsistencies into the data, this approach
should still assist us to see how areas of trade-related expenditure changed over time.
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4.1.9 identification of future opportunities for trade promotion projects. Only nine
of the 27 projects came outside these two categories. These were concentrated
into just three categories. This distribution of expenditure suggests that the focus
of ODA’s trade-related projects at the beginning of the 1990s was on the
stakeholders (firms and households) found in the bottom half of Figure 1 above,
largely relating to Group B interests, using Kanbur's typology.

1995-97: A Shift in Emphasis

4.1.10 The period 1995-97 saw a shift in approach. The 1995 Fundamental
Expenditure Review (FER) recommended that ODA should become development
organisation rather than an aid administration. It argued that ODA had built up
expertise on a wide range of development issues, including non-aid instruments,
and had the capacity and contacts to be influential in non-aid fora. The FER
advocated improved coordination between key Whitehall Departments (ODA,
1975, pp 29-31).

4.1.11 The multilateral trade environment had also changed. Many developing
countries had been active participants in the Uruguay Round (1979-94),
particularly towards the end of the period (Martin and Winters, 1996, p1). By the
mid-1990s there were a number of reports such as the 1996 UNCTAD Trade and
Development Report, which suggested that there was potential for developing
countries to increase economic growth through opening up their economies
more. The benefits would be greatly increased if developed countries adopted a
less protectionist stance. Another reason why the benefits had been small so far
was the fact that the multilateral trading system had been established by
developed countries and largely reflected their interests. Page and Davenport
(1994) made extensive estimates of the potential impact of the GATT Uruguay
Round of multilateral trade negotiations and agreements on developing countries.
They found that the quantifiable effects were on average positive, but
insignificant in size (just 1.4% for developing countries as a whole) and for some
sectors and groups uncertain in sign. Writing a little later, Martin and Winters
(1996) seemed more positive about the benefits of the Uruguay Round for
developing countries. They particularly stressed the more active involvement of
developing countries in that Round when compared to previous ones . Their
survey of three sets of estimates of the annual benefits of the Uruguay Round
yielded estimates of the annual benefit to developing countries ranging from
0.30% to 2.6% of GDP.

4.1.12 Whilst estimates of the impact of the Uruguay Round varied, what the
authors of these and other papers (See, for instance, Wang and Winters(1997)
and Stevens (1996, 1997a and 1997b) were agreed upon was that where
developing countries had gained in the past, it was often through being granted
significant preferences against otherwise high tariffs. This was particularly true
for ACP countries. However, these preferences had been eroded by successive
multilateral trade rounds and would be eroded further in the next round,
particularly in agriculture. This next round would also extend multilateral trade
negotiations into new areas, such as services and might lead to consideration of
other topics, such as labour standards or the environment. Thus developing
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countries needed to become more involved in multilateral trade negotiations in
order to ensure that their interests were taken into account. This, however, would
involve offering concessions in return and it would be important that developing
countries adopted a strategic approach towards trade negotiations.

4.1.13 ODA officials working in European Union Department (EUD) were
particularly conscious of these changes. The circumstances in which the first
Lomé Convention was reached in 1975 no longer pertained, and both the value
of the aid package and the trade concessions granted by the current, fourth,
Lomé convention were less beneficial than in 1975. In addition, the Lomé
convention was under threat as it was incompatible with World Trade
Organisations (WTO) rules on preferences: membership of the ACP was not
based on objective criteria such as income, but on the basis of historical
relationships between EU member countries and certain low and middle income
countries (Stephens, 1996). The implication was that when the fourth Lomé
Convention expired in 2000, it would probably be replaced by something quite
different, if at all. Moreover, in Post-Lomé negotiations, the aid and trade
elements would very likely be considered together, with the possibility of trade-
offs from one to another.

4.1.14 The above evidence suggests that by the mid-1990s the relevance of
trade to ODA’s work was much greater than it had been in the past. At the very
least, there was a case for becoming involved in trade issues in post-Lomé
discussions, and there was a good case for broadening this involvement to cover
the whole multilateral trade environment. The result was that ODA’s greater
involvement in trade issues within Whitehall started from deliberations within
EUD. EUD’s work largely involves dealing with general issues related to large
programmes with limited detail. In addition the contact that ODA officials had
with trade literature (the sources or authors mentioned above were those
mentioned by key informants working on EC or international issues at the time)
meant that ODA entered the wider debate on trade-related issues from a Group
A perspective, rather than a Group B one.

4.1.15 ODA'’s greater role in trade-related issues became formalised as part of
the fourth of Four Aims (building on the FER’s recommendations), introduced in
1996, which was: “To promote international policies for sustainable development
and improve the effectiveness of multilateral development institutions”. Aim 4
recognised ODA'’s broader role as a development agency and not just as an aid
provider. It, therefore, covered wider policy issues (trade, investment, food
security, migration and debt). Yet, this policy does not seem to have been
converted into more formal, time-bound objectives.

4.1.16 Files and key informant interviews also suggest that ODA was only able
to allocate minimal additional resources to covering Aim 4 issues. Country
programmes were expected to cover them as part of their existing work. At the
centre, the developing interest in trade issues led to the funding of some
research and the creation of a new Trade and Development Unit within EUD in
September 1996. This provided a two-person secretariat to coordinate
discussions on Aim 4 issues to comment on coverage of Aim 4 issues in
departments’ business plans and draft Country Strategy Papers.
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4.1.17 The first Aim 4 Progress Report, which covered the year prior to April
1997, reported that coverage of the wider policy issues listed above was “very
patchy”, with no discussion at all in two-thirds of geographical Business Plans
and trade and investment being mentioned in only two. The conclusion of the
Review was that this patchy coverage was due to this being a relatively new area.
People working on country programmes needed to be persuaded of the
relevance of wider international policies to their work. This suggests that, in
practice, where ODA covered trade and investment issues, it did so largely as
central policy issues.

4.1.18 This is reflected in the data on trade-related activities in Table 1 covering
roughly the same period. In the period 1994-April 1997 inclusive there was an
increase in the number of projects, from 27 in the earlier four year period to 43 in
this slightly shorter period, although expenditure fell from £16.8 million to £12.7
million. These projects covered seven of the nine categories, thus representing a
broadening of activities. New areas were ethical trade projects and two small
activities aimed at building ODA capacity, reflecting a desire to be better informed
on strategic issues. In spite of this, export promotion (category 5) activities were
still, by far, the main area of focus with 78% of expenditure covering 13 projects.
The second highest share was also still trade and the private sector (category 6);
its share fell from 17% to 12% although the number of projects increased from six
to nine. Thus, although ODA'’s policy stance was shifting slightly, its trade-related
expenditures reveal a similar composition to the previous period.

4.1.19 At central level the Aim 4 Progress Report states that ODA pursued a
number of areas related to trade and investment. It worked with the DTI on the
UK position for the proposed Multilateral Agreement on Investment (MAI), which
was opposed by many developing countries because they feared WTO rules
would guarantee investors rights without corresponding obligations to meet those
of the host country. ODA'’s United Nations and Commonwealth Department
(UNCD) also worked with DTl on the reform of UNCTAD. ODA was also
attempting to influence the UK position on the future of the Lomé Convention
(see Box 2). In addition, ODA was attempting to influence the UK position for the
June 1997 WTO High Level Meeting for Least Developed Countries.

4.1.20 Whilst ODA did have a voice in discussions on the future of the Lomé
Convention, elsewhere ODA's attempts to persuade other Departments to make
greater reference to developing countries had limited impact. ODA took an
interest in drafts of the Government’s Trade White Paper. Yet a review of the
files suggests that ODA’s involvement was minimal. ODA attended meetings of
the influential inter-Departmental Trade Policy Group, but the recollections of key
informants from other Departments is that ODA made little contribution to
discussions. Finally, ODA attempted to influence the UK position in the WTO
Singapore Ministerial in December 1996, but was excluded from the UK
delegation.

4.1.21 One key informant has stated that exclusion from the Singapore
Ministerial confirmed that for ODA to be taken seriously in Whitehall discussions
it needed to became better informed about trade issues. Much greater external
inputs were sought, with research papers commissioned, for instance, on the
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linkages between the EC Trade and Development policies and the Common
Agricultural Policy. The final paper informed the newly-created DFID and other
government Departments on possible positive and negative impacts of CAP
reform on developing countries and made suggestions on how to mitigate the
most negative short-term ones (Stevens, Kennan and Yates, 1997).

BOX 2: REACHING AGREEMENT ON THE UK POSITION ON THE FUTURE OF
THE LOME CONVENTION

The Lomé Convention provided a framework for relations between the EU and 71 countries of Africa,
Caribbean and Pacific regions (ACP). The Convention was renegotiated every ten years. ODA had,
in the past, focused on the aid aspects of negotiations. However for the negotiations for a successor
to Lomé 4, which was due to expire in March 2000, ODA took a more active interest in the trade
aspects. ODA used its position as the main agency dealing with the aid aspects of Lomé to widen
discussions to cover the trade aspects as well. The entry point was a note to other Departments of
draft objectives in September 1996. This attracted some written responses, most arguing for more
discussion before considering objectives.

ODA seems to have mostly focused during the next few months on working with the FCO on a joint
position. The files contain minutes detailing ODA’s evolving thinking (but not the FCO’s responses).
Face-to-face discussions also took place. From the files, interviews, and academic research which
ODA was aware of, it is evident that a major concern was the fact that Lomé was incompatible with
WTO because it was non-reciprocal and discriminatory (some poor countries were not part of the
ACP grouping and hence did not have access to the preferences conferred under Lomé). ODA
initially (c. February 1997) suggested a UK position favouring modifying Lomé so that the excluded
counties were brought into the agreement, with access being in three tiers, based on income. DTI
showed some sympathy for this approach, but the Treasury opposed it on the basis that all
preferences were distortionary and should be phased out for all but the least developed countries.
MAFF argued that there was no need to change the status quo and was concerned that enhancing
market access would increase supplies of CAP products into EU markets. By the time of the May
General Election, the UK position had not been agreed.

Discussions continued after the elections. The new department, DFID, in line with academic
thinking (eg Stevens, 1996, 1997a), saw merit in phased Regional Trade Agreements (RTAs)
between the EU and groups of developing countries. This would enable the EU to offer enhanced
preferences on the basis of income (Least Developed Countries would continue to receive existing
preferences), but still enable non-Least Developed Countries to negotiate their own as part of an
RTA, rather than lose them altogether. This approach would be WTO-consistent.

This was eventually adopted as the UK position, by which time the EU was looking to adopt it as the
agreed approach in any case. Prompted by DFID, the UK sought and secured agreement that there
should be a five year grace period to allow sufficient time for ACP economies to adjust to the new
arrangements. ACP countries would continue to benefit from the existing preferences for a further
five years after the end of the Fourth Lomé agreement in 2000.

4.1.22 The analytical framework expounded in section 3 above, when linked to
comments from key informants working outside ODA, provides a plausible
explanation for ODA’s limited success in inter-departmental fora. ODA had a
poor reputation (see box 3). It seems reasonable to say that the organisation had
negligible position power. The institutional set-up was one in which it fed its
views through the FCO, rather than in its own right. The resulting policy line
across government was that developing countries would benefit from a greater
opening up of world trade, with little consideration of whether the multilateral

26



Changes in Strategic Influence: DFID’s Contribution to Trade Policy

trade environment facilitated this. The exception to this was in the Lomé
discussions, where ODA'’s involvement in aid aspects gave it an entry point into
discussions on trade (see Box 2). ODA'’s resource power was also weak:
departmental financial resources to devote to trade issues were limited. It had
little expert power; its ideas were regarded as being based on an incomplete
assessment of the facts and DFID staff interviewed agreed that their knowledge
base was limited. It did, however, start to do something about this towards the
end of the period by commissioning some research and making contact with
academics and academic literature. Finally, ODA had limited person power.
Staff working on trade issues were few in number (about three or four, but none
full time) and had other higher priority responsibilities.

Box 3: ODA/DFID’s reputation in Whitehall, circa 1997

“useless” “arrogant and inept” “Evangelical”
“a pain” “Department for NGOs”

“Team that wanted to do a lot with no experience.”

4.1.23 One possible explanation for ODA’s limited expert power is that it did not
have enough knowledge (in negotiation terminology “objective facts”) to convince
others of its case. The negotiations on the future of Lomé illustrate this point
(see Box 2). Key informants in other Departments formed the impression that
ODA was still learning about the issues relevant to the trade aspects of Lomé.

4.1.24 A review of the files and interviews with key informants who were working
for ODA at the time is consistent with such a view. ODA had started to form
contacts with academics, but had not yet allocated sufficient financial resources
to commission research in depth. Trade issues also cover very wide and
complex areas, so that even if the financial resources had been available, it
would have taken time for ODA staff to build up knowledge. Furthermore, staff
time was in short supply. Few staff at the centre directly covered trade and staff
working on country programmes saw trade issues as a low priority.

4.1.25 In sum, the inputs were probably insufficient to secure the outcomes
desired. Thus ODA’s efforts did not get much beyond raising awareness of
developing country issues; it did not bring about noticeable change in the
approach of other Departments.

4.1.26 In spite of this, the work undertaken in developing contacts and gaining
knowledge was not wasted and may even have been a prerequisite if ODA were
to have an impact in future. An examination of the files, supplemented by key
informant interviews reveals that during this period ODA staff had built up
knowledge of potential allies in other government Departments.

4.1.27 In terms of Figure 3, DFID later reaped substantial benefits from ODA’s
awareness-raising activities, the development of contacts and its “learning by
doing” (see below). An example of the difference this made is in discussions on
CAP reform, where within a month of the creation of the new Department the
Secretary of State and DFID officials made interventions on CAP reform and
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were working with MAFF on a Cabinet paper. DFID was able to respond to the
Secretary of State’s request for information by providing briefing on the interests
of other Departments. One key informant offered as a contrast the issue of tied
aid, where DFID had weaker links with other Departments and had a more limited
understanding of the issues and views of stakeholders. Thus it took longer to
make an impact on inter-departmental discussions.

4.1.28 There are a number of lessons learned from ODA'’s attempts to
influence trade issues in this period:

a. To have an impact in a new area, policy statements need to be
backed up by freeing up staff time and financial resources to pursue
them;

b. A weak knowledge base limits the impact an organisation entering a
new area can have;

c. Work undertaken in developing a knowledge base and establishing
contacts can still be worthwhile, even if there are constraints on
effecting change. If the constraints are removed in the future, these
previous efforts reduce the time it takes to reach a position of
“influencing in partnership”.
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5. DFID’s Trade-Related Policies, Objectives and Activities: 1997- 2001

5.1 The Two White Papers: Developing Coherence Between Trade and
Development Policies

5.1.1 The creation of a new government Department, DFID, following the 1997
General Election, had a significant impact on the ability of its officials to become
involved in trade issues. As the DAC Peer Review of the UK Development Co-
operation Policies and Programmes recognises, ODA was transformed from a
semi-autonomous aid administration agency within the FCO to a separate
government department “with a highly ambitious mandate... ... charged with
galvanising international efforts in support of poverty reduction by ‘engaging with
and influencing’ others” (DAC, 2001, p9). DFID officials could now attend trade
meetings in their own right, rather than as the junior Wing of the FCO, and
benefited from the fact that it had a Cabinet Minister. She came to the new
Department with views on trade similar to those which had influenced the officials
which would now be working for her. In a speech made in February 1997, just
before the General Election, she stressed the need: for coherence between trade
and development; to manage globalisation to ensure that the benefits went to the
people; to reform the WTO so that it benefited developing countries more; and to
look at development holistically rather than to simply equate it with aid. On post-
Lomé issues, she favoured a phasing of reciprocity and felt that a further WTO
waiver should not be difficult to obtain (Labour Party, 1997)10

5.1.2 Key informants from other government departments noticed an immediate
change in approach, from a passive to a more proactive one. The organisation
also became known outside the UK. A key informant from UKMIS and one from
an international body both mentioned that their first contact with ODA/DFID came
soon after the new Department was created.

5.1.3 The new government came to power with a manifesto commitment to
tackling global poverty and placing development issues higher on the political
agenda. Its principle of "joined-up" government meant that trade and
development issues should be looked at together.

5.1.4 The ways in which DFID and other government Departments aim to tackle
world poverty are set out in the first and second government White Papers on
International Development (HMG, 1997 and 2000). With regard to trade, these
White Papers take the stance that increased international trade and investment
can contribute towards the Government’s commitment to refocus its international
development efforts on the elimination of world poverty, but that increased
attention needs to be paid to ensuring that the benefits of this process reach
developing countries and poor people. They commit the government to helping
developing countries to become more integrated into the multilateral trade
system, to promoting equitable trade rules, to support developing countries’

'% The statement issued at the speech covered EU issues. Reporting of other issues covered is
taken from ODA files. Throughout this report, references to DFID’s Secretary of State generally
refer to Clare Short, who was DFID’s Secretary of State over the period from May 1997 to May
2003
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efforts to reduce trade barriers, and to improve the capacity of developing
countries to take advantage of new opportunities.

5.1.5 The process of writing the White Papers greatly increased the coherence
of trade and development policies within government. Key informants from both
DFID and other Government Departments identify the writing of them as an
important device for bringing Departments closer together and reaching broad
agreement on a wide range of policies on trade, agriculture and investment.
(Exchanges of minutes, letters and e-mails on DFID’s files confirm that there was
significant inter-Departmental collaboration on the writing of the White Papers,
particularly the second one.) Thus, whereas ODA’s advocacy efforts had, in
effect, largely stopped at the level of awareness raising, DFID’s relationship with
other Departments quickly developed into more of an “influencing partnership”
which explored areas of common interest. In Davies’ terminology, advocacy was
now being combined with capacity-building.

5.1.6 As before, these policies largely reflect Group A perspectives, and officials
who had been working in EUD at the time that ODA started becoming interested
in trade-related issues played a significant part in writing the trade sections of
both white papers. Given this history, and the perspective of the Secretary of
State, it is perhaps not surprising that DFID’s involvement in trade-related issues
has taken the form of working from the centre to change the way the multilateral
trade environment operates, rather than, for instance, increasing the number of
projects with a trade focus within country programmes. Where trade-related
projects were to be established, the emphasis in the White Papers and in
speeches made by the Secretary of State has been on building trade-related
capacity within developing countries, in contrast to ODA’s narrower focus on
promoting the exports of particular goods or products.

5.1.7 Within DFID, responsibility for taking forward the new trade agenda
outlined in the first White Paper was conferred on a new department,
International Economic Policy Department (IEPD, now called International Trade
Department, ITD) created in December 1997 and devoted purely to working on
trade and investment issues. It should not be forgotten, however, that a number
of other divisions/departments had already been involved in trade-related issues
for many years, covering the full range of stakeholders in Figure 1. The work of
Rural Livelihoods and Environment Division covers a number of areas in which
trade-related issues impinge: phytosanitary standards; wildlife; agriculture; ethical
trade; Trade Related Intellectual Policy Agreements (TRIPs) and forestry. Health
and Population Division (HPD) is deeply involved in areas related to TRIPs and
pharmaceutical pricing. There are links between trade and the work Social
Development Department (SDD) does on labour standards. EUD works with ITD
on food security issues. Enterprise Development Department (EDD) staff have
contacts with private sector organisations which could be linked up with those
working on trade issues. In 2000 Investment and Competition issues were split
from ITD and transferred to the newly created Private Sector Policy Department
(PSPD), which is also involved in ethical trade (previously covered by EDD).

5.1.8 During the course of this study, discussions have been held with staff from
several of these departments. Nevertheless, the focus is largely on the lead
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provided by IEPD/ITD in pursuing the trade-related elements of the two White
Papers. One conclusion is that the creation of this department solely covering
trade issues has meant that DFID can devote more staff time to trade issues.
However, because a number of other DFID departments also have an interest in
trade-related issues, there have been some weaknesses in the coherence of
DFID's approach to trade. Trade-related objectives in DFID are set by these
individual departments rather than agreed across DFID as a whole. They are
also generally not SMART (specific, measurable, attributable, realistic and time-
bound). Nevertheless, coherence, both in setting trade-related objectives and
pursuing them, is improving and leading to reductions in duplication and overlap.
Finally, DFID’s trade-related work with other Government Departments and
donors has benefited from the use of good practice approaches in influencing
and negotiation skills.

5.2 Setting Trade-Related Objectives Within DFID

5.2.1 IEPD’s purpose was stated in its first Policy and Resources Plan (PARP),
written in January 1998, as:

a. To ensure that the Government’s international policies on trade, agriculture
and investment take account of its development objectives;

b. To help promote these policies, both within the EU and in multilateral fora;
c. To promote the development of trade capacity in developing countries.

5.2.2 This list was later put more concisely (by the then Head of IEPD in a letter
to UKMIS, the UK Mission in Geneva in May 1998) as:

a. Promoting the capacity of developing countries to participate effectively in
the rules-based multilateral trade system;

b. Promoting their capacity to trade successfully, and to attract investment.

5.2.3 The first of these involves changing the multilateral trade environment so
that it reflects the interests of developing countries better, whilst the second
involves increasing their capacity to benefit from greater trade openness. ITD
staff report that this broad division has been maintained subsequently, with about
75% of effort being devoted to the former and 25% to the latter.

5.2.4 The first PARP refers to developmental objectives, but not to the broader
objectives of the Department. In particular, there is no mention of poverty
reduction. The third PARP (it has not been possible to find the second PARP)
mentions poverty reduction once, as one pillar (out of four) of IEPD’s mission,
namely, “support and encourage ...... features of ‘globalisation’ which promote
growth and poverty reduction in developing countries”. Yet the PARP contains no
details on how this would be done.

5.2.5 Subsequent PARPs do take a broader perspective. In the fourth PARP,
written towards the end of 2000, and the first to be written after IEPD’s renaming
to International Trade Department (ITD), ITD’s mission has been condensed into
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a single sentence, namely, “to promote greater participation in international trade
by poor people and countries, and to increase the benefits and minimise the
costs of international trade to the poor.” Some of the ways in which this is
reflected in objectives are through: building capacity in developing countries to
pursue pro-poor trade reforms; and the articulation of trade in Poverty Reduction
Strategy Papers (PRSPs).

5.2.6 The quality of the objectives, measured in terms of whether they are
“‘SMART” (specific, measurable, attributable, realistic and time-bound) has
improved through time. The objectives in the first PARP were very general and
not time bound. It should be borne in mind, however, that the PARP was written
soon after IEPD had been set up and was still finding out about issues. It is also
clear from the files that it was produced in a hurry in order to be included in the
general assessment of resource bids.

5.2.7 IEPD’s third PARP compares achievement against expected performance
from the previous year. Yet, the expected performances were not time-bound,
quantified or qualitative. The same is true of the indicators of achievement for
the four objectives for the then forthcoming three year period (2000/01 to
2002/03). The first ITD PARP, written in late-2000 is an improvement on the
previous three PARPs. Each objective is supported by: an assessment of the
modalities through which it will be pursued (research, dialogue etc); a time-bound
quantitative (but not qualitative) indicator of achievement; and a brief
assessment of risks. This has been supplemented in one area, by “Defining a
Development Round”, a document which lists the outcomes ITD is seeking in the
next round of WTO trade negotiations. Findings are similar from a review of the
trade-related objectives of PARPs of other departments, specifically, RLD, SDD
and HPD (see below). In general, objectives are not SMART, but quality has
improved over time.

5.2.8 A similar trend of improvements over time is evident when looking at the
coherence of objectives. The first IEPD PARP does not mention the role
advisory groups and non-country DFID departments might play in pursuing
DFID’s trade-related objectives. Neither did other departments participate in an
inter-Departmental meeting, held in June 1998, to consider IEPD’s work
programme. Mention is made in the PARP of IEPD’s weak institutional capacity
and shortage of policy skills, but there is no mention of how other departments
might fill this gap. The third and fourth PARPs are also silent on the links to other
non-country departments. For instance, one of the objectives in the fourth PARP
is “Advance developing country interests in the agriculture negotiations”, with the
first modality being “ITD inputs to Whitehall policy-making and EU positions”.
There is no acknowledgement of the interest Rural Livelihoods and Environment
Division would have in this subject or of the contribution it might make.

5.2.9 Coherence of objectives works two ways. A review of some PARPs from
three other central DFID departments with a potential interest in trade-related
affairs, Social Development Department (SDD), Rural Livelihoods Department
(RLD) and Health and Population Department (HPD) reveals few mentions of
possible links with IEPD.
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5.2.10 The SDD PARPS produced in December 1998 and December 1999
contain objectives relating to ethical trading initiatives and Core Labour
Standards. These involved working with other Government Departments,
including, on ethical trade, with Trade Policy Department in the DTI, IEPD/ITD’s
main interlocutor outside DFID. Within DFID work on ethical trade involved
frequent contact with the DFID’s Business Partnerships Unit, but not with IEPD.
A lack of links with IEPD is also found in both HPD’s December 1998 PARP and
RLD’s December 1999 PARP. HPD’s PARP does not mention intellectual
property issues. RLD’s PARP focuses on sustainable livelihoods. Within this
context the dependence of many poor people on the natural resources
production is mentioned, but not the links to international trade.

5.2.11 A reading of these PARPS, when coupled with interviews with key
informants from these departments suggests two possible explanatory factors for
the lack of links in these documents between the work of these departments and
that of IEPD. Firstly, it is clear from reading the PARPs that these departments
were very busy implementing other aspects of the first White Paper, as well as
devoting a lot of time towards writing or contributing to Institutional Strategy
Papers (ISPs) and Target Strategy Papers (TSPs ' Al the departments
reviewed led on some of these and were expected to contribute to others.
Secondly, it may reflect the existing perspectives of people working in these
departments. The issues of interest to people in these departments are more
likely to be Group B (for example, human rights, crop production and AIDS
prevention) than Group A using Kanbur’s typology. Some key informants in SDD
and RLD expressed frustration that trade-related issues of interest to them, such
as labour and the structure of individual agricultural markets, did not have a
higher profile within DFID.

5.2.12 Later PARPS reflect a much greater awareness of possible links between
the work of these three departments and trade. The current SDD PARP includes
“Trade — making it work for poor people” as one of its three strategic thematic
priorities. HPD objectives now include working in a number of trade-related
areas. The current PARP mentions: Trade Related Intellectual Property
Agreements (TRIPS); access to and pricing of medicines; R&D incentives and
work with industry.

5.2.13 There is a similar story to tell on the coherence between the centre and
geographical units. The first IEPD PARP recognises a potential role for
geographical units. In later PARPs this relationship is established as being to
promote trade-related capacity building projects in country programmes, although
both the third and fourth PARPS are silent about the means through which
IEPD/ITD would make its contribution. There is no mention of the role ITD might
have working with country programmes to help them mainstream trade issues
into the poverty reduction strategies of recipient countries; instead this is to be
done through links with the World Bank.

5.2.14 In sum, there are gaps in the coherence of DFID’s objectives in the area
of trade, although these are being closed. Links between the objectives of

" ISPs set out DFID’s objectives in working with multilateral institutions. TSPs set out DFID’s
strategies for meeting the International Development Targets.
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IEPD/ITD and those contained in the PARPs of other central departments are
limited, although at least the latter are more likely to mention trade-related issues
now than in the past. IEPD/ITD’s emphasis in its PARPs has been more on
establishing links with organisations outside DFID and DFID country
programmes. The link with country programmes comes in the area of capacity-
building programmes; |IEPD/ITD’s objectives for links with country programmes
do not seem to extend beyond this. On the whole, the lesson learned for DFID is
that objective-setting on a departmental basis runs the risk that DFID-wide
interest will be under-emphasised or will not be treated coherently across
departments. This risk is likely to be greatest at a time when departments’
activities comprise a number of high-priority strategic objectives in their core or
traditional areas of work. In such situations, work in new areas is likely to be
regarded as of lower priority.

5.3 Pursuing Objectives

5.3.1 The previous section on DFID’s trade-related objectives, outlines how it
was largely IEPD which took the lead in setting DFID’s trade-related objectives.
IEPD’s initial objectives were broad and general. lIts first PARP recognised that it
would not be possible to cover all areas. The decision on which issues to focus
on immediately and which to leave until later was greatly informed by the earlier
collaboration on the White Paper. IEPD’s knowledge base was further
strengthened by discussions with other Government Departments, NGOs, people
working in Geneva and the World Bank amongst others. Where this revealed
gaps in knowledge additional research was commissioned.

5.3.2 In addition, IEPD staff worked on an internal paper during much of 1998 in
which they took a more systematic look at key issues in order to arrive at an
informed position on them. This paper was later discussed in the inter-
Departmental Trade Policy Group (TPG). (Unfortunately, neither the paper nor
the record of the TPG discussions are on DFID’s files.) IEPD/ITD’s role within
this group has developed from one where it made limited interventions to being a
major source of expert power (DFID’s knowledge of the capacity-constraints
facing developing countries, for example), and resource power (DFID has the
resources to commission research, whereas DTl does not). Further details are
contained in Box 4. Following the failure to reach agreement on a new trade
round in Seattle in November 2000, DFID’s role in inter-Departmental policy and
strategy formulation was greatly heightened because of its knowledge of
developing countries, and the resources it could use to increase Whitehall’s
knowledge-base.
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Box 4: Minutes of Trade Policy Group (TPG), 1998-2000: what they reveal about DFID’s changing
role within Whitehall

Minutes of meetings are useful information sources since they record actual preoccupations, rather than
stated strategies or ex-post justifications of actions. The inter-Departmental TPG discusses papers
produced by Departments on different aspects of trade policy and also receives oral updates on recent
developments. The discussions inform policy and strategy formulation. Frequency has increased over
time to about once per month.

The 1998 TPG minutes suggest that DFID was still establishing itself as a Department which could
contribute to trade policy. DFID was not represented at the first meeting of the year and discussions
hardly mentioned developing countries. In subsequent minutes, there are more references to
developing countries in discussions. Yet even where preparations for the WTO Seattle Ministerial were
discussed, developed country issues dominated. The new trade round was discussed in terms of UK
and the “Rest of the World".

In 1999, DFID’s role extended to writing papers for discussion. In the January meeting, the TPG
discussed a joint DFID/DTI paper on trade and development. Nevertheless, the paper on “Least
Developed Countries: The Implications of Seattle”, discussed at the December 1999 meeting, was
written solely by the DTI. A footnote in this paper mentions that representatives from a number of
Departments, but not DFID, had met that month to discuss the need for a coordinated approach among
international institutions towards developing country capacity-building, and for developing country
participation in the broader globalisation debate. There is no mention of DFID 