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1. Introduction

1.1 Purpose of the guidelines

he purpose of this document is to intro-

duce broad guidelines on how to develop

bankable Aid for Trade (AfT) projects and
programmes and successfully position these
within the AfT initiative, taking into account cur-
rent perspectives and requirements of key AfT
development partners. The guide is not meant to
be a blueprint, nor is it meant to be exhaustive. It
aims to enable the systematic analysis of the con-
straints to trade for countries or regions, the iden-
tification of needs, and the formulation of project
and programme proposals that are “bankable”and
ready to be presented to development partners
for funding under the broad umbrella of AfT. The
audience is wide, ranging from those preparing
project proposals and concept notes (potential
beneficiaries, development partners, consultants,
etc) to those reviewing and approving project
proposals (the funders).

1.2 Project background

The guideline document is a key output of an
assignment to provide technical support for
enhancing the formulation of bankable AfT pro-
jects in Africa. The assignment is part of a larger
project to provide technical support for the suc-
cessful implementation of the United Nations
Development Account project on “Facilitating the
effective integration of developing countries in the
global economy through Aid for Trade schemes’
led by ECA
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1.3 Why these guidelines are
needed?

There are very large disparities in AfT per capita
in Africa and a low level of correlation between
potential demand and supply. Karingi and Fab-
broni (2009) find that countries most in need are

1 [TPU: Please renumber footnotes] The four other United Nations
Regional Commissions (Economic and Social Commission for Asia
and the Pacific, Economic and Social Commission for Western Asia,
Economic Commission for Europe, Economic Commission for Latin
America and the Caribbean) are also involved in this project, with
specific activities undertaken at the regional level and others at the
interregional level.

those showing the worst values across a selection
of trade-related performance indicators.?

In financial terms, a bankable project would usually
refer to a project that lenders are willing to finance
since there will be a financial return on the invest-
ment. However, in the aid context, a bankable AfT
project is one which development partners are
willing to fund since they are confident of a positive
and sufficient effect on the capacity of the bene-
ficiary (e.g. greater regional integration, increased
trade capacity, growth, poverty reduction, etc.). A
bankable project could be described as a ‘good
quality project [expected to deliver the desired
results] addressing relevant needs and falling inside
the development partner priorities at the right
time"? However, this does not translate into higher
levels of AfT supply. In fact, there is an extremely
weak relationship between need or demand and
supply of AfT in per capita terms.

Many developing countries face substantial diffi-
culties in developing bankable projects and pro-
grammes based on their identified needs (UNECA,
2011; Basnett et al, 2012). According to the results
of the 2011 Organization for Economic Coopera-
tion and Development (OECD)/World Trade Organ-
ization (WTO) AfT questionnaire (OECD/WTQ,
2011), 65 per cent of respondents stated difficulties
in designing bankable projects as one of the “most
important” or “important” challenges in accessing
trade-related funding. Recent survey results con-
firm this remains the case and show that both Afri-
can countries and regional economic communities
face difficulties in developing bankable project
proposals and clearly identifying needs and associ-

2 The following countries are in the worst performing quintile:
Burundi, Central African Republic, Chad, Comoros, Eritrea, Guin-
ea-Bissau, Niger, Rwanda, Somalia, Sierra Leone and Zimbabwe.

3 In preparation for the Fourth Global Review of AfT, WTO, in
collaboration with the African Union Commission and ECA
designed an online questionnaire aimed at assessing how AfT can
best support the African Union objective of boosting intra-African
trade. The questionnaire was circulated to African countries and
regional economic communities as well as development partners
and Southern partners (UNECA, 2013).

Formulating bankable Aid for Trade projects in Africa 1



Box 1: Developing a sound business case

According to World Bank (2011) a sound business case will usually include:
- Description and contextualization of the problems, issues and consequences:
—  Aclear, concise summary of key issues and any key decisions required.

—  Aclear account of the problems to be solved and the long-term vision (i.e. the situation expected to be reached
if a project goes ahead).

—  Explanation of the link between issues and problems, and effects and causes.
«  Description of how the proposed solutions will solve the problems identified:

—  Aclear link between the issues and problems identified and any activities to be agreed on and financed under a
project, demonstrating that prioritization is based on sensible criteria, including a discussion of possible alterna-
tives and the reasons for their rejection.

- How lessons learned from previous efforts have been incorporated (what worked, what did not and why?).
- Justification of the project through quantitative and qualitative analysis:

—  Astrong justification for the likely expense, weighing costs against benefits through cost-benefit analysis, as well
as difficulty of implementation, etc. (see figure 2).

—  Costs are much easier to quantify than benefits. A traditional cost-benefit analysis, if robustly undertaken, can
greatly strengthen the business case. Alone, however, it is usually not sufficient to make the business case —

qualitative benefits should also be included.

«  Demonstration of the capacity to succeed:

—  Clear evidence of the proposer’s technical capacity to carry out the project and achieve its objectives.

« A careful, realistic identification of risks to the success of a project and appropriate mitigating strategies.

«  Accurate estimates of required resources.

«  Objective performance measures to allow accurate progress monitoring.

«  Appropriate governance, management and supervision mechanisms.

ated priorities. These challenges are ranked as “the
most critical in hampering an adequate resource
mobilization through AfT"*

1.4 Preparing the case for funding
As with any finite resource, there is competition for
AfT resources. Priorities need to be established and
choices made. Securing support requires a care-
fully considered and well argued “business case” or
“pitch” that appeals to the funder (see box 1 and
2). As discussed by the World Bank (2011), the case
needs to demonstrate that allocating resources to
any particular programme, project or activity is an
investment rather than merely a cost, not just to the
funder but also the wider constituency. Naturally,

4 See www.unescap.org/tid/projects/bankaft-s5-teemu.pdf.
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the more complex the programme the greater the
effort required to prepare the business case. Eco-
nomic analysis is useful in setting the context and
calculating costs and benefits of new investments.
It is important to contextualize the evidence and
demonstrate relevance to a particular country or
region (World Bank, 2011).

Box 2 outlines the key elements of the best project
proposals. In summary, the best proposals are com-
prehensive yet concise, tailored to a specific funder
(in terms of priorities, formats and approach), evi-
dence-based, demonstrate credibility and track
record, and are realistic in terms of what can be
achieved.



Box 2: Elements of the best project proposals Box 2: Elements of the best project

proposals

There are a number of key elements that could potentially transform a good document into a winning proposal (Oca-
mpo, 2013):

Comprehensive yet concise: Proposals must answer all the questions the funder wants to know - e.g. resource
requirements, beneficiaries, timeline, goals and objectives. While the proposal needs to be as comprehensive as
possible, it must also be well written, reader-friendly and straight to the point. Long descriptions and lengthy
explanations will lose a reviewer’s interest. Ideally a proposal should be approximately 10 pages. Detailed break-
downs (budgets, work plans, etc.) can be annexed.

Tailored to a specific funder: Proposals should be tailored to be in line with a funder’s priorities. It helps to closely
review the mission and vision, goals and objectives of a funder and ensure that the proposal is in line with these
insofar as it is possible. Also, the applicant should review the projects the funder has previously funded to see how
much it usually provides as financing, what areas it tends to support and the type of funding provided. If available,
itis a good idea to review earlier proposals that have been successful in order to get a better idea of expectations.
The proposal should be drafted in a way that fits the funding agency’s needs and requirements (e.g. size of budget
and areas of expertise).

Follows the funder’s preferred format: Proposals should use the funder’s language and terms and minimize
jargon and acronyms. Simpler or more common words often provide the same or greater impact. It is important to
understand and use terms appropriately to show the funder that the proposal fits well with the funder’s goals and
objectives. Proposals should follow any preferred formats (with set headings, fields, etc.) of the funders. Some may
not have any particular format hence it is up to the applicant to decide which types of information the funder may
find most useful (in line with the request for proposal if available) - see annex 1 for an example of a “best practice”
concept note or proposal format.

Know each funder’s approach: There are many different approaches to developing and receiving proposals.
Sometimes the development partner may request a proposal from a particular recipient, or through an open
competition with numerous applicants. Alternatively, the development partner may assist the organization to
develop the proposal or application. Or the funder themselves may actually prepare the proposal or business
case for funding for approval in consultation with the “recipient”. Also, an organization may approach a funder
(unsolicited - i.e. not in response to a request) with a proposal that they consider worth funding. At the proposal
stage, some may require a brief one-page summary first to help determine whether they need a more detailed
proposal later on, whilst others may expect an in-depth proposal upfront.

Factual, specific and error-free: Proposals should use facts to make the case. Making statements based on
generalities and no evidence will weaken the argument. Where possible, detailed rationale and itemized budget
breakdowns should be provided. The proposal should be proofread several times and should not contain any
errors, including contradictory information.

Highlights track record and credibility: The proposal should make the case for why an organization has the
capacity to manage and implement the project, and provide the necessary background details on the organiza-
tion. The proposal should begin with a short overview of the organization (mission, vision, goals and objectives,
areas of work, etc.), as well as its experience, track record and strengths, including any similar projects managed or
implemented and examples of successful delivery.

Set realistic goals, timelines and budgets: It is important not to promise more than can be delivered (in terms
of timing, outcomes, budget, etc.). Local factors and bureaucratic procedures should be fully taken into considera-
tion when planning to ensure goals and activities can be met and completed within the time period. The proposal
should list specific, realistic goals that can be measured and achieved within a set timeframe. Budgets need to be
realistic, not over- or underestimated. For instance, low funding requests suggest to a funder that the applicant
does not have a realistic assessment of what it takes to implement the project on time and on budget. A detailed
budget should be provided in the annex and any other supporting documentation to justify the estimated costs.
Activities to be funded should be directly related to the outputs and outcomes to be achieved.

Follows guidelines and instructions: If guidelines are provided by funders, these should be carefully followed
and queries raised with the funder if anything is unclear. Include all of the funder’s requirements in the proposal
(e.g. some funders may ask that the planned activities address gender issues).

Offers a sustainability plan: Funders are more likely to finance a project when they know there is a plan to ensure
activities and interventions will carry on after funding ends.

Formulating bankable Aid for Trade projects in Africa
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2. What makes a project an Aid for

Trade project

he AfT initiative gained prominence during

the WTO Ministerial Meeting held in Hong

Kong in December 2005. The final Ministe-
rial Declaration stressed the importance of AfT
in assisting developing countries, especially least
developed countries, “to build the supply-side
capacity and trade-related infrastructure that they
need to assist them to implement and benefit
from WTO Agreements and more broadly expand
their trade”(WTO, 2005). AfT aims to support
countries to take advantage of trading oppor-
tunities and ultimately help countries grow and
contribute to reducing poverty. The WTO AfT Task
Force that came about as a result of the ministerial
meeting, provided recommendations on how to
operationalize the initiative. It also defined the
rationale of AfT as “assisting developing countries
to increase exports of goods and services, to inte-
grate into the multilateral trading system, and to
benefit from liberalized trade and increased mar-
ket access. Effective AfT will enhance growth pros-

pects and reduce poverty in developing countries,
as well as complement multilateral trade reforms
and distribute the global benefits more equitably
across and within developing countries” (WTO,
2006). A vast empirical literature suggests that
by achieving the most common aims of AfT (e.g.
increasing trade, diversifying exports, etc.) this will,
on average, boost growth and reduce poverty
(OECD, 2011).

The Task Force recommended that “the scope of
Aid for Trade should be defined in a way that is both
broad enough to reflect the diverse trade needs iden-
tified by countries, and clear enough to establish a
border between Aid for Trade and other development
assistance of which it is a part” (WTO, 2006). The six
main categories identified by the Task Force as
Aid for Trade are included in box 3. According to
the 2013 OECD/WTO AfT At a Glance report, trade
facilitation, competitiveness and value chains are

Box 3: Aid for Trade categories (WTO, 2006)

a. Trade policy and regulations, including: training of trade officials, analysis of proposals and positions and their
impact, support for national stakeholders to articulate commercial interest and identify trade-offs, dispute issues,
institutional and technical support to facilitate implementation of trade agreements and to adapt to and comply with
rules and standards.

b. Trade development, including: investment promotion, analysis and institutional support for trade in services, busi-
ness support services and institutions, public-private sector networking, e-commerce, trade finance, trade promotion,
market analysis and development.

c. Trade-related infrastructure, including: physical infrastructure.

d. Building productive capacity.

e. Trade-related adjustment, including: supporting developing countries to put in place accompanying measures that
assist them to benefit from liberalized trade.

f. Other trade-related needs.

Categories c), d), e) and f) should be reported as AfT when these activities have been explicitly identified as trade-related
priorities in the recipient country’s national development strategies.

4 Formulating bankable Aid for Trade projects in Africa



emerging as key priorities for partner countries
(OECD/WTO, 2013).

OECD categorizes AfT data according to the fol-
lowing broad headings and sub-categories:

« Trade policy and regulations: trade policy
and administrative management; trade facili-
tation; regional trade agreements; multilateral
trade negotiations; and trade education/
training.

« Economic infrastructure: transport and
storage; communications; and energy gener-
ation and supply.

» Building productive capacity, including
trade development: agriculture; fishing; for-
estry; industry; mineral resources and mining;
tourism; business and other services; and
banking and financial services.”

« Trade-related adjustment.

Some projects and programmes within these cat-
egories may not be primarily considered from a
trade perspective, i.e. trade objectives may be tan-
gential and trade outcomes either not included
or only indirectly. One of the objectives of these
guidelines is to consider some of these types of
projects and programmes and tease out the rel-
evance for trade with a view to integrating trade
more prominently. For instance, box 4 shows a
range of infrastructure, transport and trade facil-
itation activities, some more obviously trade-re-
lated than others. It should be noted that the
relative emphasis on trade often depends on who
is involved in designing a project or programme —
for instance an engineer may be more concerned
with traffic flows and vehicle operating costs
whereas a trade economist is more likely to want
to know how a reduction in vehicle operating
costs will impact on trade flows.

Box 4: Trade-related infrastructure, transport and trade facilitation

e  Transport corridors (e.g. Abidjan-Lagos Corridor)

e  Roads (e.g. national-level road projects)

e  Rail (e.g. Southern Africa Hub Port and Rail Programme)

e Airand sea ports (e.g. Central Africa Hub Port and Rail Programme)

e  Cold storage and fruit terminals (e.g. Community Agricultural Infrastructure Improvement programme)

e  Border post development (e.g. One-stop border posts in Southern Africa)

e Customs modernization (e.g. World Customs Organization/African Development Bank Customs Modernization Action

Plan for Africa)

e  Standards and quality infrastructure (e.g. Uganda Quality Infrastructure and Standards Programme)

e Energy and regional power pools (e.g. West Africa Power Transmission Corridor)

¢ Information and communications technology (ICT) networks (e.g. ICT Enabling Environment programme)

5 Trade development activities are identified through the trade
development policy marker (since 2007).

Formulating bankable Aid for Trade projects in Africa 5



3. Effective Aid for Trade

efore we consider how to develop proposals

and design or formulate AfT projects and

programmes, we will explore some of the
factors that determine the effectiveness of AfT. AfT
works best when:®

- It focuses on the most binding constraints to
trade.

- AfTis integrated into a country’s broader trade
policy and strategy framework, building sus-
tainability.

< AfT is demand-driven, responding to the
needs of recipient countries.

< AfT projects and programmes are aligned with
local/country systems.

- There is effective coordination around the
design, implementation and monitoring and
evaluation of projects and programmes,” to
avoid duplication and improve complemen-
tarity, and when all partners participate fully.

« There are political will and AfT champions.

6 Based on Basnett et al., 2012; Hallaert and Munro, 2009. This list is
by no means exhaustive and the effectiveness of aid depends on a
multitude of factors, not least the local context.

7 Between development partners and recipients, among develop-
ment partners, between recipient country government ministries,
etc.

6 Formulating bankable Aid for Trade projects in Africa

- There is appropriate sequencing of reforms
and projects and programmes in the design
and implementation of AfT.

The selection of instruments and modalities
for delivering AfT are able to address trade-re-
lated constraints at the regional level and not
just target individual countries.

A clear, well articulated and realistic results
chain and theory of change are developed
that link activities, outputs, outcomes and
impacts (the achievement of objectives can
be traced along a feasible results chain) with
SMART (Specific, Measurable, Attainable, Rele-
vant and Time-bound)indicators and baseline
data available.

Development partners and partners are
accountable for results and results are meas-
ured (and are measurable).

If a proposal for funding can demonstrate that
the potential project or programme can deliver
on some or all of the above then arguably it has a
much better chance of receiving funding.



4. Formulating Aid for Trade projects

and programmes

here are a number of elements in project

and programme formulation applicable to

all types of aid. Here we group these under
the following headings:

1. Identification and preparation
2. Appraisal and detailed design
3. Monitoring and evaluation

We explore these using relevant examples for
AfT. These elements are not necessarily distinct
sequential steps. For instance, monitoring and
evaluation should not be considered as an
"add-on” at the end of project design — rather it
is integral across the formulation process as well
as implementation (with lessons from implemen-
tation feeding into redesign and new design).
Throughout, development partners and recipi-
ents need to consider key aspects to improve the
likelihood that AfT will achieve its desired out-
comes (Basnett et al,, 2012).

4.1 Identifying need and
demand from a trade perspective
and determining Aid for Trade
priorities

4.1.1 Introduction

In this section we highlight various tools that are
employed to determine AfT priorities (e.g. Diag-
nostic Trade Integration Studies).As noted above,
AfT should be demand-driven, responding to the
needs of recipient countries. Analysis of the cur-
rent context (situational analysis, strengths, weak-
nesses, opportunities and threats (SWOT) analysis,
diagnostics, etc) and a needs assessment should
be undertaken in order to identify the key chal-
lenges and constraints that need to be overcome
and the priority intervention areas. This sets the
scene and provides the relevant context on why
support is needed and indicates the nature of

potential support required. It is arguably the most
important stage in formulating a bankable project
or programme since it makes the case for fund-
ing and, if successful, will lead to a development
partner agreeing to go forward with the proposal
and undertake detailed design and appraisal
work typically with assistance from the develop-
ment partner. It should be emphasized that each
investor and development partner has a different
approach to project and programme formulation.
Many will agree a simple proposal, application or
concept note without detailed diagnosis of the
problem (that would come later once the devel-
opment partner has agreed to fund the project or
programme in principle), whereas others would
expect a detailed proposal backed by quantifiable
evidence drawing on existing diagnostic studies
before pursuing design work.

Thorough analysis and data collection are crucial
to facilitate the identification and prioritization of
appropriate and effective interventions and activ-
ities. It should be emphasized that any requests
for support will be much stronger if demonstrated
through the use of evidence (qualitative and
quantitative) (DFID, 2011). As noted by Basnett
et al. (2012), “this process and its translation into
AfT programming is a central determinant of the
effectiveness of AfT".

Typically during the identification and prepara-
tion stage, needs are identified, as well as priority
areas for support, with detailed programming
carried out at the design and appraisal stage.
This provides the information required to “pitch”
potential support to funders through either a pro-
posal or concept note or similar (depending on
the funder’s requirements).

When embarking on developing a proposal for
support it is important to first highlight the key
challenges and constraints to trade as well as
possible opportunities and strengths. An analy-

Formulating bankable Aid for Trade projects in Africa 7



Figure 1: Elements for the formulation of bankable projects and programmes

Design and
appraisal

Identification
and
preparation

Monitoring and
evaluation

Bankable
project or
programme

sis of strengths, weaknesses, opportunities and
challenges provides better understanding of the
current situation and context and helps inform
the formulation of the initiative(s).

It is often difficult to identify which needs to
address at different points in time because they
are not only numerous but multifaceted, coun-
try-specific and involve a broad range of diverse
stakeholders. Indeed, the most binding con-
straints to trade will differ across countries: for
example, the most pressing needs of landlocked
economies may be different to those of small and
vulnerable islands.

The list of constraints that hinder trade expansion
is typically long. Resources are finite and all needs
cannot be addressed immediately and simultane-
ously, nor should they be. In order to guide the
effective identification and preparation, and sub-
sequent design and implementation of AfT, the
prioritization process often involves the following:

« Most binding constraints to trade: Rank-
ing the most binding constraints to trade,
identifying those that have potentially the
greatest impact on trade expansion. For
example, in many countries or regions truck-
ing services are often the largest share of
logistics costs largely due to high profit mar-
gins as a result of regulation and restricted

8 Formulating bankable Aid for Trade projects in Africa

competition® However, we also need to
consider the level of effort and feasibility of
tackling the "big impact” interventions (e.g.
in general, activities to promote reform of the
trucking industry are likely to require signifi-
cantly more effort to deliver systemic change
in the market in the long term).

« Identifying quick wins: Some of the most
binding constraints may be difficult to tackle
(e.g. high level of effort, less likely to deliver,
etc) and the benefits slow to transpire. There
may be pressure (internal and external) to
deliver some quick wins where the bene-
fits materialize in the short term but do not
necessarily have the highest impact. Quick
wins also help develop and retain buy-in,
commitment and interest in the project or
programme.

» Urgency: There may be challenges that need
to be addressed urgently (time sensitive)
even if they may not have the largest impact
on trade.

8 The high price of transport is more to do with high profit margins
than high costs. The costs for Africa’s trucking operators are not
much higher than costs in other parts of the world, however profit
margins are exceptionally high, especially in Central and West
Africa, ranging from 60 to 160 per cent due to limited competition
combined with a highly regulated market (Foster and Bricefio-Gar-
mendia, 2010).



o Cost versus benefits: Some interventions
may deliver benefits but are very costly.
Depending on the relative benefits, some
interventions will need to be avoided if the
benefits do not outweigh the costs by a rea-
sonable margin.

It is recommended that a combination of inter-
vention areas (high impact, quick wins, time sen-
sitive, cost effective) are presented to the funder
at this stage. Figure 2 shows a simplistic tool that
can be used to assist in the prioritization process.

In addition, sequencing and packaging of a range
of interventions is critical to ensure that these
contribute coherently to the overall objectives
(e.g. trade expansion) of a project or programme.
However, it should be noted that there is typically
a trade-off between an optimal package of inter-
ventions and a politically and financially feasible
package of interventions (OECD, 2012).

4.1.2 Diagnostics and situational analysis,
and need assessments

There are a number of diagnostic tools available
that can be used to identify the challenges and
constraints to trade and provide an analysis of
the current situation (i.e. establish the current
or baseline position, or benchmarking).Some
of the diagnostic tools attempt to prioritize the
constraints, rather than provide a shopping list
of challenges and needs. Diagnostics either feed
into needs assessments or are part of a needs
assessment. Needs assessments show the gap
between the current state of play (baseline) and
what we want to achieve. They provide recom-
mendations including measures and actions to
help overcome the challenges and constraints
and take advantage of potential opportunities,
informing the design of projects and programmes
(UNDP, 2008). There are a range of tools employed
in the AfT arena, many of which are outlined
below. Some are used in isolation although often
the best method is to combine a number of tools.
The methodology employed will vary depending
on the specific needs, circumstances and local
context, as well as the requirements of different
development partners.

Stakeholder consultations: In determining the
most important constraints to improving trade
performance and the needs on the ground, it is
essential to first identify the relevant stakeholders
(amongst Government, private sector, civil soci-
ety, academia and/or other non-state actors) and
undertake consultations to understand the local
context and tap into their knowledge, experience
and relationships. Consultations build ownership
and buy-in for the programme or project and are
standard good practice across the project cycle
(from needs identification to implementation
to assessing progress and evaluation). Building
ownership improves the chances of successful
implementation of a programme or project.
Consultations can be conducted through, for
example, interviews (one-to-one, focus groups,
etc.; structured, semi-structured, etc) as well as
through electronic questionnaires. The process
should be context-specific with the techniques,
methods, approaches, etc. tailored for the local
situation and the types of stakeholders being con-
sulted. Those most likely to be directly affected or
involved in the project should be targeted and
consulted in the early stages and throughout as
required during the life of the project. The con-
sultation process should be two-way so that both
sides have the opportunity to exchange views
and information. The findings of the consultation
process should be reported back in a timely way
to those consulted, with clarification of next steps.
It is important to note the potential bias inherent
in stakeholder consultations. Even the views of an
organization representing a particular stakeholder
group (e.g. private sector) can be subjective and
not representative of all stakeholders such organi-
zations represent (for instance, captured by vested
interest). Given their limitations, stakeholder con-
sultations should be complemented by other
tools (Hallaert and Munro, 2009).

Benchmarking: Benchmarking can help identify
the binding constraints through the use of exist-
ing indicators. Desk-based compilations of quan-
titative indicators (e.g. the World Bank's Doing
Business reports and Logistics Performance Index;
the World Economic Forum Global Enabling Trade
Index) can be used to assess and compare per-
formance across countries as well as establishing
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baselines. The data can also be used to assess Benchmarking is probably more useful as a con-
determinants of trade performance; Gamberoni  firmation tool for constraints identified by other
and Newfarmer (2009), for example, measure methods and/or when used in conjunction with
developing countries’ capacity constraints as other identification approaches (World Bank,
measured by benchmark indicators and find that ~ 2013; Hallaert and Munro, 2009).

these have a strong effect on export performance.

Figure 2: Prioritization matrices

a) Impact/effort matrix b) Urgent/important matrix
High
A
o
priority priority
&
(o] High
[T
rr A
Second High
order 'Ig't\'
. priori
Potential High ] priority
quick win priority E
fe
o)
o
2
Low IMPACT High Debatable
v
Low
€ >
Low URGENCY High

c) Cost/benefit matrix

High
N
Strategic
|_
1%, ]
(o]
(W)
Debatable
A4
Low
<€ >
Low BENEFIT High

10 Formulating bankable Aid for Trade projects in Africa



Diagnostic Trade Integration Studies: These are
prepared under the Enhanced Integrated Frame-
work (EIF) for individual least developed countries
to identify challenges and constraints to trade,
competitiveness and export growth. The studies
typically focus on: achieving trade expansion and
increasing export competitiveness; exploring trade
policies, trading opportunities and supply-side
constraints (e.g. bottlenecks related to transport
and trade facilitation); and analysing the export
potential of particular sectors and subsectors. The
studies recommend areas for policy intervention
and development partner assistance through
the development of action and implementation
matrices. The studies cover a wide range of areas
given the multifaceted nature of trade-related
constraints and associated needs. Most studies
identify a range of key sectors, subsectors and
products believed to have significant export
potential. However, they often include a long list of
needs that are not prioritized in terms of the most
binding constraints to trade and potential impacts.
They are therefore often considered a useful first
step that can provide the building blocks for prior-
itizing the binding constraints to trade.

Trade and transport toolkits: The World Bank’s
Trade and Transport Facilitation Assessment is a
toolkit for identifying trade facilitation and logis-
tics inefficiencies in global supply chains. It aims
to provide an in-depth assessment of the trade
supply chain to help identify measures to facilitate
trade (World Bank, 2010). It provides a multidimen-
sional assessment of the services and processes
associated with the movement of products across
borders. It includes two phases: 1) providing an
understanding of the bottlenecks in infrastructure,
regulations, transport and logistics services, and
border processes that affect the trade competi-
tiveness of the country or region being assessed;
and 2) examines the relative importance of the
challenges identified in the first phase, as well as
the constraints and needs of specific international
supply chains. The assessment provides recom-
mendations on policies, measures and actions.
It provides information on where opportunities
exist to improve performance along the supply
chain and helps inform the design of initiatives
to improve logistics performance related to infra-

structure, services, and procedures and processes.
It develops implementable actions beyond just
diagnostics. It is conducted through a range of
structured interviews with public agencies (cus-
toms and other border management agencies,
port authorities and transport regulators) and
private service providers (freight forwarders, trans-
port operators and financial intermediaries).

The World Bank’s Trade Competitiveness Diagnos-
tic Toolkit provides a framework, guidelines, and
tools to conduct an analysis of trade competitive-
ness including identifying the main constraints to
improved trade competitiveness and the policy
measures to overcome these constraints. It can
assess the competitiveness of a country’s exports
including specific trade sectors. It includes guid-
ance on tools and indicators that can be employed
to analyse trade performance (e.g. export growth,
trade orientation, export diversification, as well
as market and supply-side factors that determine
competitiveness). The output of the diagnostic
exercises can be used as standalone products
or as inputs into, for instance, the formulation of
Diagnostic Trade Integration Studies. The toolkit is
intended for policymakers and practitioners. It pro-
vides a step-by-step guide to conducting diagnos-
tics of trade competitiveness including detailed
practical information and tools. It has three mod-
ules: Trade Outcomes Analysis (indicators and
tools); Competitiveness Diagnostics (analytical
frameworks, indicators, and interview guides); and
Policy Options for Competitiveness and Case Stud-
ies. It also presents a scaled-down version of the
Trade and Transport Facilitation Assessment called
the Trade Facilitation and Logistics Assessment
with the aim of conducting a high-level assess-
ment — if the analyst requires a more in-depth
assessment the Trade and Transport Facilitation
toolkit can be employed (World Bank, 2012).

There are a number of other toolkits and guides
that can be used to guide diagnostics and help
inform needs assessments (World Bank, 2013). The
World Bank’s Trade Corridor Management Toolkit
aims to assist policymakers and development pro-
fessionals in improving trade and transport corri-
dor performance and to guide them in identifying
constraints and improvement measures. Trade
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and transport corridors are complex and multi-
faceted and each corridor is unique: “a bundle of
transport and logistics infrastructure and services
coordinated by a national or regional institution
to facilitate trade and transport flows between
centres of economic activity and international
trade gateways” (World Bank, 2012). The corridor
approach attempts to prioritize investments and
maximize returns to scale. The toolkit includes 13
modules and a range of instruments to diagnose,
measure and design interventions to improve cor-
ridor performance and assess impact. It provides
guidelines to assist in: corridor monitoring-defin-
ing core indicators (e.g. on cost, time, reliability,
flexibility, safety and security®) of performance of
trade corridors; identifying measures that can be
taken to improve corridor performance; and corri-
dor context-describing the trade facilitation agree-
ment and institutional issues that impact corridors.
Itis intended to be a comprehensive, holistic and
“live"toolkit that allows for easy updating based on
existing and new knowledge on how to design,
implement and assess trade and transport corridor
projects and programmes.

The World Bank's Border Management Moderni-
zation Toolkit provides practical advice on how to
develop a strong business case for reform and how
to design and implement comprehensive border
modernization programmes in developing coun-
tries (World Bank, 2011). More specialized diagnos-
tic tools include the World Customs Organization
Columbus Programme on customs (Aid for SAFE
Trade). The aim of the Columbus Programme is
the full implementation of the SAFE Framework of
Standards, and other World Customs Organization
conventions and instruments, as well as best prac-
tices in the area of customs administration. The
first phase of the programme includes a compre-
hensive diagnostic needs assessment of the cus-
toms administration based on the World Customs
Organization’s diagnostic framework tool, produc-
ing a diagnostic report including situational anal-
ysis, gap analysis and the recommended way for-

9 Time (time taken to go through each component and the length
of the corridor); cost (cost to go through each component and the
whole corridor); reliability (variation in time and cost); flexibility
(different combinations of cost and time available); security (security
of goods and safety of the system).
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ward to feed into the planning stage. During the
planning stage, action plans and project proposals
are developed and the business case is made and
submitted to stakeholders and potential develop-
ment partners. The World Bank has also developed
a Freight Transport Toolkit, and others such as the
Port Reform Toolkit.

Corridor diagnostic studies and border audits:
These identify and analyse corridor transit and
transport costs and delays, including physical
impediments, process constraints and non-tar-
iff barriers such as institutional and regulatory
constraints (Turner et al, 2010a and 2010b). They
assess current and forecasted trade and traffic
volumes and recommend and prioritize potential
options for removing barriers. Examples include
the Corridor Diagnostic Study of the Northern and
Central Corridors of East Africa and the Northern
Corridor Baseline Border Assessment. The Corridor
Diagnostic Studyis an extensive in-depth study
that provides detailed corridor diagnostics (cover-
ing infrastructure, trade and transport facilitation,
etc.) and measures corridor performance (Nathans,
2011). It identifies key bottlenecks, measures cost
and time of different transport modalities, and
includes impact assessments and trade and traffic
forecasts. The study recommends strategies and
projects for improving corridor performance. The
Corridor Diagnostic Study also attempts to prior-
itize projects using the following criteria: estimated
impact on corridor performance (price, time and
reliability);, estimated economic impact (internal
rate of return); readiness for implementation in the
short term. The study’s diagnostic audit employs
the software and audit methodology FastPath (a
transport logistics diagnostic tool) to measure per-
formance (time, cost, reliability, etc) and identify
bottlenecks and potential solutions.'

10 “FastPath is a proprietary diagnostic tool developed in a
partnership between USAID and Nathan Associates to analyse trans-
port infrastructure and operational inefficiencies in the transport/
logistics chains serving import and export traffic. FastPath provides
a quantitative basis for monitoring corridor performance. The audit
methodology consists of surveys and questionnaires to identify
bottlenecks and appropriate improvements to freight corridors”
(Nathans, 2011).



Figure 3: Stages of the Trade Competitiveness Diagnostic (World Bank, 2012)
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Box 5: Transport observatories (Hallaert and Munro, 2009; World Bank, 2013)

Transport observatories: In order for transport and transit policies, programmes and projects to have a positive impact on
costs and delays, there are two important assumptions: 1) the problems are correctly identified, and 2) progress can be

measured.

The Africa Transport Policy Programme, SSATP, has developed, and continues to develop, a series of tools as part of a
comprehensive toolbox of diagnosis and monitoring instruments under its transport observatory work. The Programme’s
transport observatory activities have the dual objective of enhancing and strengthening the content of the toolbox while
also providing technical assistance for its actual implementation and use in policy dialogue in African corridors.

United Nations Development Programme
(UNDP) Aid for Trade needs assessment guide:
The guide is designed to assist those conducting
needs assessments to ultimately “identify a set of
policy recommendations and technical assistance
needs aimed at improving the contribution of
trade to human development and poverty reduc-
tion” (UNDP. 2008). The main elements of the anal-
ysis are as follows: 1) review current investment
and trade policies and their linkages with eco-
nomic growth and human development; 2) assess
the country’s business environment and invest-
ment climate; 3) analyse selected existing trade
policies and agreements and those under nego-
tiation (ex ante) for economic growth, employ-

ment, equity and poverty, policy space and public
sector capacity implications; 4) review economic
and export performance as well as any specific
constraints that the country’s exports face in inter-
national markets; 5) analyse key economic sectors
for expansion of output, productivity, exports,
employment and sustainability; 6) consider the
impact of the above on poverty, inequality, social
exclusion and regional disparities, as well as on
policies to address these and related development
challenges; 7) provide specific policy recommen-
dations and institutional reforms demonstrating
ways in which trade might contribute more to
economic growth, human development and pov-
erty reduction (UNDP, 2008). The guidance notes
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Figure 4: Corridor project cycle (World Bank, 2012
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Box é: Collecting data and why? (World Bank, 2012)

Tool

Logistics benchmarking
Trade modelling
Freight flow analysis
Survey of private sector
Sector diagnostic
Supply chain analysis

Point surveys and travelogues

Purpose

To compare relative performance

To estimate the potential benefits of integration
To map existing movements

To consider firm priorities

To benchmark sector performance

To identify cost and time bottlenecks

To validate check points and stoppages

Data sources: Logistics Performance Index, Doing Business and World Economic Forum

that each country needs assessment will differ
depending on specific circumstances. Box 7 sets
out a useful checklist for analysis.

Value chain analysis: Value chain analysis can
help identify the binding constraints to trade
and how best to allocate AfT. It typically provides
quantitative and qualitative analysis of compet-
itiveness from the perspective of an investor,
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identifying constraints to competitiveness at the
sector, subsector or product level looking at all
activities including sourcing, production, packag-
ing and delivery (UNIDO,2011; World Bank, 2012).
It can be conducted for selected companies and
through a representative sample of companies.
The analysis maps the value chain across the life of
a product recording time and costs to identify the
areas where the firm, sector, subsector or product



Box 7: A practical guide to data and policy analysis (UNDP, 2008)

1. Define the problem: describe the problem (not a diagnosis of the causes)

2. Assemble the evidence: gather information and present the evidence

3. Construct the alternatives: address the problem starting with measuring the benchmark or counterfactual and con-

sider the alternative solutions to the problems

4. Select the criteria: identify criteria to assess the best outcomes

5. Project the outcomes: determine as far as possible the benefits and costs of the alternatives and options including

identifying unanticipated consequences

6. Confront the trade-offs: measure trade-offs across possible outcomes and compare benchmarks with alternatives and

options
7. Decide: Select the best option given the analysis

8. Tell your story: tell the story to the target group(s)

is falling behind the competition. It can identify
where time and costs need to be decreased to
improve competitiveness. It identifies the bottle-
necks that apply to sections of the value chain in
the areas of, for instance, physical infrastructure,
transport, trade facilitation and logistics, etc. The
method combines benchmarking and stake-
holder consultation.

Growth diagnostics adjusted for trade: The
growth diagnostics framework was developed by
Hausmann, Rodrik and Velasco (2005) to diagnose
the binding constraints to growth and to assist
in sequencing reform priorities. This framework
can be adjusted for trade and can help identify
the key constraints to achieving trade expansion.
The advantage of the approach is that it attempts
to identify the most binding constraints to trade
and assists in guiding the sequencing of reforms
and AfT interventions — by addressing the most
binding constraints the impact on trade will be as
large as possible. The framework combines various
diagnostic tools and uses a relatively simple deci-
sion tree approach (see figure 5) to guide a series
of questions (see box 8 for examples) to identify
the biggest impediments to trade. The first step
is to identify the three constraints that are the
main impediments to trade followed by a second
step to identify specific distortions (i.e. causes)
underlying these constraints. The decision tree
moves from the problem - e.g. low trade perfor-
mance - to isolating some of the key constraints
(e.g. access and cost of trade finance) that can be
the target of specific interventions. Answering

these questions points to the areas where reform
has the biggest impact. Once the most binding
constraint has been addressed, the identification
process can restart to identify the next most bind-
ing constraint. It is a dynamic but relatively simple
approach that recognizes that not all needs and
constraints can be addressed at the same time
and reforms need to be sequenced. As a result,
it helps to sequence and prioritize and direct AfT
flows. Stakeholder consultation, benchmarks and
value chain analysis can be used at each “node” of
the decision tree. By combining diagnostic tools
this limits potential bias and provides the oppor-
tunity to combine the best elements of each tool.

It should be noted that a trade supply chain is
‘only as strong as its weakest link” Determining
where the weakest links are and addressing these
through targeted development interventions is
central to improving trade (World Bank, 2010).

4.1.3 Contents of a proposal and concept
note

As discussed, the overall justification for the envis-
aged support is provided and presented in a pro-
posal or concept note (developed by the recipient
or sometimes developed by both the recipient
and potential development partner) or similar. It
should set the foundations for the design of the
project or programme. Utilizing the diagnostics,
situational analysis and/or needs assessments, the
following will be analysed, formulated and pre-
sented, typically in consultation with partners and
funders (refer to annex 1 for a detailed explanation
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of each of these components and information to
be provided):

1. Project context and need: For instance,

«Analysis of the overall context and impor-
tance of trade and regional integration and
the relevant policy and strategy framework.

- Situational analysis describing the problems

How the proposed project represents unmet
need.

How the proposed project helps address the
problems and challenges identified above.

How were the needs (and activities to be sup-
ported requested below) identified.

or challenges faced which hinder trade 3. Strategic context and relevance:

(e.g. the binding constraints to trade which
increase the time and costs of trading).

- Overview of existing relevant initiatives and
support.

2. Project overview and justification: For .
instance,

- Brief description of the proposed project for
funding.

« Purpose and main objectives (overall and spe- .
cific) of the project.

« Gap analysis: summary of why the project is
needed (from a trade perspective) — ie. the
justification for the interventions or activities
being proposed.

How the project fits with the AfT initiative
aims and objectives.

How the project fits with the organization’s
priorities, policy and strategy framework.

Whether the proposed interventions or activ-
ities are explicitly identified in any trade and/
or regional economic integration strategy,
policy, programme or similar.

How the project contributes to trade and/or
regional economic integration objectives.

Recipient and beneficiaries: who will be
assisted directly by the project (recipients)
and who is expected to benefit (beneficiaries).

Figure 5: Growth diagnostics adjusted for trade (Hallaert and Munro, 2009)

Low trade performance
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Box8: Asking the right questions (Hallaert and Munro, 2009)

Hallaert and Munro (2009) suggest a number of example questions which might be asked in identifying the binding

constraints to trade:

e If a country (or region) wants to increase its international trade or diversify its exports, what would be the most effi-

cient reform taking into account the trade-related institutions and the need to ultimately increase incentives to trade?

e |s the trade performance low because the cost of trading across borders is high (making exports uncompetitive
and imports too expensive) or is it because the cost of producing is too high (affecting exports competitiveness), or
because of uncertainties (economic, institutional, or political) that discourage firms from engaging in external trade?

e If the main problem is the cost of trading across borders, what is the main reason for this high cost? Is it because of

issues related to trade finance, an unfavourable trade or customs regime, or inadequate infrastructures? If the main

problem is related to infrastructure, is this due to cost, availability or quality?

» The answers to these questions will point to the most binding constraints and the areas where reforms and AfT

would have the biggest impact on trade performance.

H

. Expected results and detailed activities:
Expected results: the outputs and outcomes
the project activities will deliver and how the
project contributes to trade and regional eco-
nomic integration outcomes.

«  Detailed activities: type of support (eq.
technical assistance; training; other capac-
ity-building activities; etc.); main activities
and estimated level of inputs (e.g. number of
experts and number of days); how the activi-
ties will deliver the expected results (outputs
and outcomes) and how the support contrib-
utes to the overall purpose and objectives of
the project.

(9}

. Coordination and complementarity with other
support:

« How the project will work with and comple-

ment existing interventions including devel-

opment partner funded projects.

- How the project will ensure that it does not
duplicate existing support.

6. Measuring results:
Description of monitoring and evaluation of the
potential results (outputs, outcomes, etc.).

7. Efficiency and value for money considerations:

Outline of why the project or activities proposed
are considered the best and most efficient option
to deliver the expected results.

8. Risk management:

Summary of key risks to the project (e.g. politi-
cal instability, insufficient political commitment,
weak coordination)and how these risks will be
mitigated.

9. Sustainability:
How the benefits accrued from the project out-
puts will be sustained after the project.

10. Location and duration

11. Management and reporting:

Project implementation and quality control
arrangements.

12. Budget and work plan
13. References

4.2 Appraisal and design

In most cases, the design and appraisal phase
allows for in-depth formulation of the potential
project or programme once an agreementin prin-
ciple (during the identification phase) has been
made by one or more investors. It is not a sepa-
rate or distinct phase. It builds on the identifica-
tion and preparation stage. This stage is typically
undertaken once a development partner or other
investor has expressed an interest in funding the
project or programme (once the concept note
has been agreed or proposal accepted). Both the
potential funder and the recipient are typically
involved at this stage.

Typically during this stage, detailed project design
is undertaken. Work completed during the iden-
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tification and preparation phase is reviewed.
Expected outcomes, activities, intended ben-
eficiaries, etc. are confirmed and fleshed out.
According to the World Bank, “agreement is
reached on the viability of all aspects of the pro-
ject at this time” and the funder usually ensures
that all aspects are consistent with their own pro-
cedures and rules, and that the Government has
the necessary institutional arrangements in place
to implement the project.”

During this stage, detailed appraisals are often
undertaken.These provide a stronger, more robust
evidence base to justify the project or programme
and guide the design of the activities, linking
activities with expected results (see the next sec-
tion). For AfT projects and programmes these may
include the following appraisals (depending on
the funder and the nature and scale of the project
or programme):

« Economic appraisals assess the costs and
benefits of a project and activities, both quan-
titative and qualitative, and often include a
cost-benefit analysis.

» Technical appraisals explore the detailed
technical issues. For instance, for an infra-
structure and transport project, a technical
appraisal may identify and analyse data on
traffic flows, the costs of transport and the
relationship with trade.

« Poverty and social appraisals typically
explore the poverty and social aspects of a
project and programme (Turner et al, 2010a
and 2010b). There are a number of tools avail-
able that can be adapted according to the
intervention or project/programme. Poverty
and social analysis provides disaggregated
insights into the trade-related opportunities,
barriers and risks facing different groups
of people and can be used to inform and
strengthen AfT projects and programmes in
ways that contribute to inclusive growth and
poverty reduction as well as trade expansion.

11 http://go.worldbank.org/Gl967K75D0.
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o Institutional and political appraisals
explore institutional issues but go beyond
just looking at formal structures to reveal
the underlying interests, incentives and
institutions that enable or frustrate change.
Such analysis is important in project and
programme design as it helps shape realistic
expectations of what can be achieved and
the risks involved, and improves the likeli-
hood of politically feasible and effective inter-
ventions and activities. It can contribute to
better results by identifying where the main
opportunities and barriers exist and how pro-
gramming and influencing tools can be used
to promote positive change (DFID, 2009).

« Environmental appraisals are common
when undertaking capital works. For instance,
when investing in roads, bridges, ports or bor-
der posts, it is important to assess the direct
physical impact of any construction on the
environment but also the potential impact of
changes in traffic flows on the environment.

At this stage some of the earlier diagnostic toolkits
may be used (again or for the first time depending
on the requirements of the funder). It should be
noted that some guidance on appraisals (e.g. for
infrastructure) may not give sufficient attention to
trade and may need to be adapted. For instance,
technical appraisals for a road project may con-
sider costs, traffic flows and vehicle operating
costs but not take into account the link with trade
(see box 9).

4.3 Monitoring and evaluation

As highlighted earlier, monitoring and evalua-
tion should not be considered as an add-on to
project conceptualization and design but should
be embedded throughout the project cycle.
Monitoring and evaluation approaches and tools
help us to think through the logic of a project or
programme and whether it is likely to deliver the
intended results, and provide an accountability
tool for reporting on results. Here we present key
elements of monitoring and evaluation design
including the importance of developing an
intervention logic supported by a strong theory



of change as well as some example indicators to
measure progress.

4.3.1 Intervention logic and theory of change
In project design, it is good practice to start
by developing a theory of change. A theory of
change is a means of explaining implementation
theory for the purpose of programme planning
and improvement. It explains the process through
which it is expected that inputs or activities will
be converted to expected outputs, outcomes
and impacts. A strong theory of change strength-
ens attribution by ensuring a rigorous causal
chain from activities to impact. Using a theory of
change helps us to improve project design and
implementation: it is a structured technique for
understanding how a project or programme is
likely to contribute to long-term outcomes and
impacts (the "how”and "why").

A theory of change needs to include an explana-
tion of how the programme’s activities contrib-
ute to the results — not simply a list of activities
followed by results with no explanation of how
these are linked. It needs to articulate the theories
and assumptions which underpin the anticipated
change process, along with supporting evidence.
It is crucial to have sufficient evidence (e.g. from
the appraisals) to provide solid justification for the
project and programme activities. Ideally this evi-
dence should be quantifiable. A theory of change

allows for creative and dynamic thinking about
how to achieve impact and goals. It generates a
shared understanding of what is most important
and achievable (i.e. the critical path).

Following the example in figure 6, in making
the case and designing a border post project a
theory of change can be useful in understand-
ing the linkages from investment to impact. For
example, a border post investment is expected to
contribute to increased trade, however it is crucial
to understand how and why. A theory of change
helps us to think through the linkages and what is
necessary to ensure that these deliver the antic-
ipated changes. While it may appear logical that
improving infrastructure (both soft and hard) may
contribute to increased trade, this is dependent
on improved border posts leading to a reduction
in costs of trading. The assumption is that time
savings translate into transport costs savings, and
that the latter are passed on to traders leading to
reduced trade costs. However, it is important to
interrogate the evidence to determine whether
thisis a sensible assumption since the savings may
be captured by transporters. At this stage it would
be important to explore examples from other
initiatives to investigate whether evidence exists
to suggest this would occur. Annex 2 provides an
example of a complex results chain, or interven-
tion logic, for a regional integration programme in
East Africa (TradeMark East Africa). For each of the

Box 9: Road project appraisal

Pre-AfT initiative road project explores:
Costs
Vehicle traffic

«  Reduction in vehicle operating costs

Post-AfT initiative road project:
As above, plus:
e  Add global market drivers into traffic appraisal
e  Part of multimodal corridor or feeder road
e |dentified in national or regional AfT strategy
e  Connecting landlocked production areas to ports
. Reduction in time, cost, risk to export/import

o Expected increase in exports

Formulating bankable Aid for Trade projects in Africa 19



links, an assessment was made by the programme
of the assumptions that would need to hold good
and the existing evidence to provide the rationale
that the suggested interventions would deliver
the expected results along the causal chain.

4.3.2 Indicators and benchmarking

In addition to developing a theory of change, a
results framework should be developed in order
to measure and monitor performance. This is usu-
ally presented in the form of a log frame. A log
frame presents a range of indicators to measure

progress based on the intervention logic and
theory of change. Indicators are quantitative or
qualitative factors or variables that provide a sim-
ple and reliable means to measure achievement,
to reflect the changes connected to an inter-
vention. Indicators need to be simple yet SMART
(Specific, Measurable, Attainable, Relevant and
Time-bound). A range of indicators are available
to measure macro performance (see annex 3).
Specific SMART indicators should be developed
and tailored to the output, outcome and impact
levels to measure progress along the chain.

Figure é: Intervention logic or results chain including theory of change

Output:

Number of
one stop
border posts
built with hard
and soft
infrastructure

Activity: Outcome 1:
Reductionin
time to cross
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Constructing
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Outcome 3: Impact:

Reductionin Increased
trade costs trade
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transport
costs
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underlying the

functioning of
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underlying the

functioning of
the theory

Assumptions:
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Theory(s): Theory(s): Theory(s): Theory(s): Theory(s):
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5. Cross-cutting issues

here are a number of cross-cutting issues

(gender, environment, HIV) that should be

considered and taken into account in pro-
ject identification, design, implementation and
monitoring and evaluation. Across development
partners, the importance given to cross-cutting
issues depends on their policy priorities. For
example, the World Bank, Canada and the UK
have given significant attention to gender issues
in programme guidance (Higgins, 2012; Turner et
al., 2010; CIDA, 2003). Development partners such
as Finland and Denmark often integrate environ-
mental considerations in their projects and pro-
grammes.

It should be noted that many AfT projects and
programmes may not include activities directly
targeting or impacting on cross-cutting issues.
However, it is important to take into account the
potential (often indirect) impact on cross-cutting
issues when designing AfT. For instance, invest-
ments in border posts should consider the role
of women in trade (formal and informal) and
how they use border posts and any gender-spe-
cific challenges they face (e.g. harassment). With
respect to environmental issues, building a border
post or any other hard infrastructure will have an
impact on the environment which needs to be
assessed during the design phase.

Table 1: Examples of Aid for Trade indicators (OECD, 2013)

Medium-term outcomes
(measures of trade and
investment flows)

Short-term outcomes
(measures of trade costs and
competitiveness)

Outputs (project
deliverables)

Impacts/goals

Kilometres of roads
built and main-
tained

Increases in sea/
airport capacity
Increases in access
to landlines, cell
phones, internet
Access to credit
Reductions in
power outages
Access to cold
storage, especially
in rural areas
Increased compli-
ance with sanitary
and phytosanitary
measures and
other international
standards
Rationalization,
harmonization

of regulations
related to trade,
transit in regional
trade agreements,
especially involv-
ing landlocked
countries

Reduction in number of
forms required to import/
export

Reduction in days for goods
to clear customs

Reduction in trade taxes,
especially on key technolo-
gies, other inputs
Reduction in internal transit
time to market, port or end
user

Reduction in total time to
get goods to destination
Reduction in the share of
output not reaching market
due to delivery delays
Competition measured by
market shares of top five or
ten firms providing logistics,
transportation services
Reduction in transportation
costs (changes in cost,
insurance and freight/free
on board conditions)

Size of inventories held
Effects of aid on exchange
rate

Increased capacity in sectors
producing tradable goods
and/or services

Increased value-added

in tradable goods and/or
services sectors

Increased firm-level
productivity

Change in global export
share (total and in key
sectors)

Diversification of exports
(share of top five products in
total exports)

Increased private investment
(foreign or domestic) in

and around infrastructure
projects and in productive
sectors receiving assistance
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Higher employment
levels in tradable
goods and/or
services sector
Increased number
of subsistence
farmers engaging
in market activities
(local or export)
Lower shares in
economic activity/
employment for
informal sector
Higher and
sustained growth
following increases
in trade

Higher overall
employment if
growth stimulated
Reductions in
poverty rates

21



6. Building Aid for Trade into design

o conclude, many projects and pro-
grammes do not explicitly include trade-re-
lated objectives even though they have
the potential to impact on trade. Given the levels
of AfT funding and the interest of development
partners in supporting activities that contribute to
economic growth and development, a case can
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be made for improving the integration of trade in
relevant projects and programmes through inte-
grating trade objectives and components into, for
instance, infrastructure projects and programmes.
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8. Annexes

Annex 1: Aid for Trade Project
Concept Note

Summary page

Title of proposed project

Brief description of main results (outcomes) and activities (e.g. increased
intraregional trade)

Category of assistance (e.g. technical assistance, training, other capaci-
ty-building, or other)

Indicative funding requirements (estimated budget)

Other sources of funding (including counterpart funding if applicable)
Potential funding sources (e.g. African Development Bank, Word Bank)
Recipient organization(s)

Implementing organization(s)

Project duration (expected start and end date)

Countries and regional economic communities covered by the project

Name of the applicant/organization

Main contact person (full name, position, office address, office email and
telephone number)

Date/month/year
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1. Project context and need

1.1 Regional integration, trade and Aid for Trade

»  Overall context and importance of trade and regional integration
« Overview of relevant regional economic communities and policy and strategy framework

[1 page approx.]

1.2 Corridor and agency

Overview of the transport corridor and background on corridor agency
[1 page approx.]

1.3 Situational analysis

«  Describe the problems and challenges faced along the transport corridors which hinder trade (e.g. binding
constraints to trade which increase the time and costs of trading)

«  When elaborating, consider these problems and challenges in the context of the activities being proposed in the
concept note

[2-3 pages]
1.4 Existing development partner funding

Overview of existing relevant support

[1-2 pages]

2. Project overview and justification

Brief description of the proposed project for funding

[500 words approx.]
2.1 Purpose and objectives

Outline the purpose and main objectives (overall and specific) of the project
[300 words approx.]
2.2 Gap analysis

- Summary of why this project is needed (the need should be identified from a trade perspective) - i.e. the justifica-
tion for the interventions or activities being proposed

»  How does the proposed project represent unmet need?

»  How will the proposed project help address the problems and challenges identified above?

- How were the needs (and activities to be supported requested below) identified? For example, was a problem
analysis, needs assessment, diagnostic study, appraisal and/or feasibility study (elaborate on these) undertaken?

[1-2 pages]
2.3 Strategic context and relevance

- How well does the project fit with the AfT initiative aims and objectives?

» How well does the project fit with the organization’s or regional economic community’s priorities, policy and
strategy framework?

- How well does the project fit with the priorities identified in the Programme for Infrastructure Development in
Africa Priority Action Plan and/or other similar initiatives (e.g. New Partnership for Africa’s Development, African
Union Infrastructure Master Plan, etc.)?

+ Are the proposed project interventions and activities explicitly identified in any trade and/or regional economic
integration strategy/policy/programme or similar?

- How does the project contribute to trade and/or regional economic integration objectives?

[1-2 pages]
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2.4 Recipient and beneficiaries
Summarize who will be assisted directly by the project (recipients) and who is expected to benefit (beneficiaries)

[200 words approx.]

3. Expected results and detailed activities

3.1 Expected results

«  What outputs will the project activities deliver? Outputs are specific, direct deliverables of the project that are
attributable to the activities/inputs - e.g. border posts built, training undertaken, reports produced, etc.

«  What outcomes will the outputs generate? Outcomes are the changes that occur as a result of the output (i.e. the
changes that the project delivers)

«  Does the project contribute to trade and regional economic integration outcomes (increased intraregional trade)?

[1 page approx.]

For example:

«  Improved access to infrastructure (output) X Increased share of intraregional trade (outcome)
«  Skills and capacity of regional economic communities built (output) K Improved implementation of regional
integration commitments (outcome)

3.2 Detailed activities

Describe in as much detail as possible:

Type of support (e.g. technical assistance; training; other capacity-building activities)

The main activities and estimated level of inputs that are required if known (e.g. number of experts and number of
days)

How the activities will deliver the expected results (outputs and outcomes) and how the support contributes to the
overall purpose and objectives of the project?

[2-3 pages approx.]

4. Coordination and complementarity with other support

«  How will the project work with and complement existing interventions including development partner funded
projects?
«  How will the project ensure that it does not duplicate existing support?

[300 words approx.]
5. Measuring results

Describe how the potential results (outputs, outcomes, etc.) will be monitored and evaluated.

[300 words approx.]
6. Efficiency and value for money considerations

Outline whether the project or activities being proposed are considered the best and most efficient option to deliver
the expected results (i.e. were other options considered and dismissed because suboptimal)?

[300 words approx.]

7. Risk management

Summarize the key risks to the project [e.g. political instability; insufficient political commitment and weak coordi-
nation]. In other words, what factors or events might delay or undermine the project in delivering its activities and
expected results (outputs and outcomes)? How will these risks be mitigated?

[300 words approx.]

26 Formulating bankable Aid for Trade projects in Africa



8. Sustainability

How will the benefits accrued from the project outputs be sustained after the project? What mechanisms will be used
to ensure sustainability?

[300 words approx.]
9. Location and duration
Add information on the location of the assignment, duration (start and end date), total days required (if known).

[300 words approx.]

10. Management and reporting

Describe project implementation arrangements.
Describe how the applicant will take ownership of the project and assure the project is supervised to ensure delivery
of high quality outputs which are on time and on budget?

[300 words approx.]

11. Budget

Provide indicative budget if available.

[Insert table]

12. Work plan

Provide indicative work plan (i.e. activities against a timeline) if available.
[Insert table]

13. References

List the key documents or other sources of information which should be referred to by those developing and deliver-
ing the project.

[Insert references]
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Annex 2: Example of a results chain OR intervention logic

Example of a theory of change - TradeMark East Africa

Enhanced trade

environment

Increased product
competitiveness

Overall impact
Increased market
Objectives access
More Reduced Improved
favourable trade costs vestment
Strategicimpacts trade climate and

agreements

Reduced Reduced Reduced non-
transport trade
(infrastructure) regulatory
cosis and operating

costs

governance

Improved EAC
trade policy

More
effective
trade
promotion

More
competitive
value chains

Customs
Union fully
implemented

Strategic outcomes

More
competitive

trade
environment

Simplified
business

Reduced
corruption in

requirements rade

for traders

facilitation

Common

Market Protocol [l Market Protocol
(movement of

[movement of
goods)
implemented

Common

services)

implemented

Improved
regional and
national

coordination
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Annex 3: Existing datasets and indicators

Datasets and indicators

The World Bank’s World Trade Indicators database contains approximately 450 trade-related policy and outcome indica-
tors for 211 countries organized around five pillars: trade policy; external environment; institutional environment; trade
facilitation; and trade outcome. It is a tool that enables countries to benchmark their trade policy and performance and
compare across countries and country groupings (e.g. by region, income group, regional trade agreements).

The International Trade Centre’s Trade Performance Index assesses sectoral trade performance and provides a general
profile and ranking for a country’s key export sectors as well as a series of static and dynamic indicators to assess each
sector’s international competitiveness. The index calculates the level of competitiveness and diversification of a par-
ticular export sector and compares results across countries. Currently it covers 184 countries and 14 different export
sectors. Its composite ranking is based on five criteria, namely: value of net exports, per capita exports, world market
share, and diversification of products and of markets. Altogether, the index consists of 22 quantitative indicators of
trade performance.

The World Bank’s Doing Business database offers a range of quantitative indicators that reflect the business regulatory
environment in 181 countries. The indicators cover the complexity and cost of regulatory processes (e.g. starting a busi-
ness; dealing with construction permits; getting electricity; registering property; paying taxes; trading across borders)
and strength of legal institutions (e.g. getting credit; protecting investors; enforcing contracts; resolving insolvency;
and employing workers). The Trading Across Borders indicators represent a country’s trade facilitation capabilities and
consist of objective measures of the trade facilitation environment: number of documents for import and export; time
(in days) for import and export; and cost (US$ per container) to import and export. They estimate the monetary costs
associated with shipping goods from the factory gate to ports, and from ports to retail outlets for a standard container.

The World Bank’s Logistics Performance Index is a benchmarking tool focused on measuring the trade and transport
facilitation “friendliness” of countries. It reflects the overall perception of a country’s logistics environment and com-
pares the trade logistics profiles of 155 countries. The index measures: efficiency of customs and border management
clearance; quality of trade and transport infrastructure; ease of arranging competitively priced shipments; competence
and quality of logistics services; ability to track and trace consignments; and frequency with which shipments reach
consignees within scheduled or expected delivery times.

The World Bank’s World Integrated Trade Solution database and analytical tool includes data on trade, as well as tariffs
and non-tariff measures. It was developed in close collaboration with the United Nations Conference on Trade and
Development (UNCTAD), International Trade Centre, United Nations Statistics Division and WTO.

The World Bank’s Services Trade Restrictiveness Index provides information on barriers to services trade that can be
compared across countries. It contains data for 103 countries covering five sectors (telecommunications, finance, trans-
portation, retail and professional services) and the key modes of service supply.

The World Economic Forum'’s Enabling Trade Index captures the attributes that affect a country’s ability to benefit from
trade. It measures the extent to which economies have developed institutions, policies and services that facilitate
trade. It is divided into four sub-indexes: market access — measures the extent to which the policy framework of the
country welcomes foreign goods into the economy and enables access to foreign markets for its exporters; border
administration — assesses the extent to which the administration at the border facilitates the entry and exit of goods;
transport and communications infrastructure — takes into account whether the country has in place the transport and
communications infrastructure necessary to facilitate the movement of goods within the country and across the bor-
der; and business environment - looks at the quality of governance as well as at the overarching regulatory and security
environment impacting the business of importers and exporters active in the country.

The World Economic Forum's Global Competitiveness Index measures the microeconomic and macroeconomic foun-
dations of national competitiveness and is composed of 12 pillars (institutions; infrastructure; macroeconomic environ-
ment; health and primary education; higher education and training; goods market efficiency; labour market efficiency;
financial market development; technological readiness; market size; business sophistication; and innovation). Compet-
itiveness is defined as the set of institutions, policies, and factors that determine the level of productivity of a country
taking into account its level of development.

The International Telecommunication Union’s ICT database provides time-series data across countries on telecommu-
nications and ICT.

The UNCTADFDI database includes time-series data on foreign direct investment flows by country and broad sectors.
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Datasets and indicators

The WTOTrade Policy Review website includes access to all the Trade Policy Reviews undertaken which includes quali-
tative and quantitative information assessing countries’ trade and investment policy environments.

The World Bank’s World Development Indicators provide a broad range of country-level statistics.

The World Bank's Investing Across Borders initiative compares regulation of foreign direct investment globally and
presents quantitative indicators on economies’ laws, regulations and practices affecting how foreign companies invest
across sectors, start businesses, access industrial land and arbitrate commercial disputes.

The Africa Infrastructure Knowledge Programme of the African Development Bank manages the infrastructure data-
base that was previously under the Africa Infrastructure Country Diagnostic. The database includes a range of indica-
tors (containing a total of 893 variables) to measure performance in nine major infrastructure sectors (air transport,
ICT, irrigation, ports, power, railways, roads, water and sanitation) across 24 African countries. Quantitative indicators
include infrastructure performance measures of access, efficiency, quality and financial performance, with a focus on
infrastructure service providers such as utilities. Qualitative indicators measure the institutional, legal and regulatory
frameworks of each sector.

Selection of Aid for Trade related indicators
| Dimension | Indicator ____________Souce |

Real growth of exports of goods and services World Bank, World Trade Indicator

Change in export market share of goods and services ~ World Bank, World Trade Indicator

-, . International Trade Centre, Trade Performance
Competitiveness effect (change in market share)

Indicator
. International Trade Centre, Trade Performance
Trade perfor- Demand effect (change in market share) Indicator
mance Index of export concentration (Herfindhal) World Bank, World Trade Indicator
Foreign direct investment inflows (% of GDP) World Bank, World Trade Indicator
Real growth in total trade (%) World Bank, World Trade Indicator
Number of products exported/imported World Bank, World Trade Indicator
Trade restrictiveness index (tariffs only) World Bank, World Trade Indicator
Share of tariff lines with domestic peaks World Bank, World Trade Indicator
Share of tariff lines with most favoured nation-0 (%) World Bank, World Trade Indicator
. Share of tariff lines bound (%) World Bank, World Trade Indicator
Incentives
Tariff overhang World Bank, World Trade Indicator
Applied tariff escalation World Bank, World Trade Indicator
Gener.al Agreement on Trade in Services commit- World Bank, World Trade Indicator
ment index
Quality of transport and ITC World Bank, Logistics Performance Index
Number of int t , mobile ph d fixed .
umberorin .erne users mo. e p oneandixe World Bank, World Development Indicators
Infrastruc- phone subscribers per 1,000 inhabitants
t P t f d road, total km of rail lines, ai .
ure ercentage O, paved roa 0, al km ofrairiines ,a" World Bank, World Development Indicators
transport freight costs to United States of America
. . International Institute for Management Devel-
Quality of port and water infrastructure .
opment, Global Competitiveness Report
Trading Across Borders (rank) World Bank, Doing Business
Time to export/import World Bank, Doing Business
Efficiency of customs World Bank, Logistics Performance Index
E d affordability of ing international
Institutions a:r)e and affordabiiity of arranging Internationa World Bank, Logistics Performance Index
shipments
Domestic logistics costs World Bank, Logistics Performance Index
Timeliness of shipments reaching destination World Bank, Logistics Performance Index

30 Formulating bankable Aid for Trade projects in Africa



Annex 4: Integrating gender into Aid for Trade projects and
programmes

Evidence suggests that women are disproportionately disadvantaged when it comes to infrastructure. Women tend to
have less control over transport resources in the household than men. As a result, women rely more heavily on walking
and public transport to get their goods to market. Women also tend to spend a higher proportion of their income on

transportation than their male counterparts, and experience higher levels of insecurity when using transport.

Stakeholders: people to engage

Diagnostics: questions to consider in project design

«  What types of trade and transport infrastructure are used
by women? Does this differ from men?

+  How much time and money do women spend on these
different types of trade and transport infrastructure? Does
this differ from men?

«  What challenges or constraints do women face in accessing
and utilizing trade and transport infrastructure? Do women
experience these more acutely than men?

- Do particular services exist to support women with trade

Women'’s business and/or trading associations

« Individual female and male traders
Civil society organizations that represent women’s
interests

- Government officials involved with trade and
transport infrastructure
Private sector representatives involved with trade
and transport infrastructure

and transport infrastructure?
« How could women’s use of trade and transport infrastruc-

ture be enhanced?

Chambers of commerce

Action: addressing gender-intensified constraints

Gender-intensified
constraint

Potential responses

Monitoring and evaluation indicators

Greater difficulty for
women in accessing
transport infrastruc-
ture because of
distance and cost,
limiting access to
markets and points
of networking where
market information
can be exchanged

Lower levels of
safety and higher
levels of insecurity
experienced by
women when using
transport infrastruc-
ture

Inadequate access to
storage facilities for
perishable goods at
border posts, which
women typically
trade more than
men

Increase the regularity and
reach of public transport,
and support affordability

Support the development
of feeder roads, which
connect remoter areas
with larger roads, and
enable female traders to
connect to larger markets

Improve safety on public
transport

Improve security at
transport hubs

Support the imple-
mentation of low-cost,
reliable storage facilities
for perishable goods at
border crossings

Resources to support
the expansion of public
transport (e.g. buses)

Resources to support
the expansion of feeder
roads

Resources to support
the expansion of public
transport (e.g. buses) to
reduce overcrowding
Better lighting and
women-only spaces at
transport hubs

More reliable police
presence at transport
hubs

Resources to support
the implementation
of low-cost, reliable
storage for perishable
goods

Buses transporting
goods and people
to markets which
are affordable,
regular and stop
at an accessible
distance to most
female traders

Expanded feeder
road system making
it easier for female
traders to access
markets

More buses trans-
porting goods and
people to market

More secure areas
for women to wait
at transport hubs
More effective
police presence at
transport hubs

Increased number
of low-cost, reliable
storage facilities for
perishable goods

More women
using transport
infrastructure

- in the form of
public or private
transport - to
transport goods
to markets

Safer and more
secure transpor-
tation services
for women
traders

Less wastage

as a result of
waiting times,
leading to
better profits for
female traders
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