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Economic Priorities for
Successful Peace Implementation
Susan L. Woodward

No international or local action in support of peace can occur without a
budget or donor to tap. The organization o,f peace implementation requires
financial resources. What donors are willing to fund will heavily influence
the actual strategy of implementation, often more than the peace agreement
itself. In addition, war is physically as well as psychologically and socially
destructive. The first steps taken by people themselves toward peace are
physical repair and reconstruction as they struggle to put their lives back
together and reorient to peaceful pursuits. The best indicator of success in
the first stages of implementation will in fact be the level of such activity,
which is a calculated risk that will not be taken if the environment has not
begun to change in the direction of greater physical and psychological
security.
These economic aspects of peace agreements and their implementation
are obvious. But to move from the obvious to hard conclusions about the
role of economic factors in the success of implementation and to policy
recommendations supported by evidence from acmal cases is very difficult.
This is surprising, given the substantial and growing attention during the
1990s by scholars, specialized research institutes, and international organi
zations such as the World Bank and UN agencies to the causes of state fail
ure and civil war, to the characteristics of war-tom societies, and to policies
for postconflict reconstraction. By 1999, such attention had even provoked
substantial policy initiatives and new mechanisms at the international
financial institutions (IFIs), the UN, and many bilateral development agen
cies.* Nonetheless, there has been no systematic analysis of the contribu
tion of economic factors to the success or failure in the implementation of
peace agreements.
One explanation may be that the economic aspects of peace agree-
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ments and the staging of their implementation tend to take a backseat to
security concerns. Two case studies for this project conclude that peace
agreements are only achieved at the cost of ignoring the economic disputes
(often identified as “root causes”) that led to war.2 Mounting evidence of
the longer-term economic trajectories of postconflict cases shows that
countries that have experienced a civil war never fully recover to the eco
nomic level they had before war began. Their growth paths also remain
lower economically than comparable countries that did not have a civil war.
But both of these findings suffer the same temporal problem in judging the
role of economic factors in successful implementation; the outcomes of
economic assistance are often not known for quite some time. Moreover,
economic conditions usually worsen after the civil war ends. And while
armed hostilities may cease, growing economic inequalities and hardship
can fuel increased violence from crime or social crises after the peace
agreement, thus substantially complicating the tasks of building peace and
stable government. These outcomes have tended to be judged as regrettable
but inevitable rather than as a matter of policy choice.
Peace agreements, as a rule, do not address economic reconstruction
and development. Economic objectives are often included in a list of con
cerns, but with little and vague discussion, particularly when compared
with the attention given to security and justice. There are a few partial
exceptions—Bosnia-Herzegovina, El Salvador, Sierra Leone, and
Mozambique, as well as the Oslo Accords for Palestine—that addressed
economic concerns directly. In Guatemala and Bosnia-Herzegovina, repre
sentatives of the IFIs were present at the peace negotiations and had some
influence over the outcome. But far more common is the example of
Cambodia, where the mandate of the UN Transitional Authority there
(UNTAC) was “limited to rehabilitation” and where assessments rated eco
nomic reconstruction as “one of the least effective aspects,” involving
“exceptionally poor planning and administrative confusion.”^ An explicit
mandate to a reconstruction agency is rarely included in peace agreements.
There is somewhat greater knowledge about the economic role of out
siders in peace implementation. Widespread consensus exists that economic
resources do matter to success. The surest way to failure, as illustrated >by
the failures in Angola and Rwanda, the mixed results in Cambodia, and
even by certain important aspects of the otherwise successful case of El
Salvador, is not to provide sufficient external resources in support of a
peace agreement. But even more influential than the level of resources
available is the kind of resources provided. External assistance can be
“redundant, harmful, or squandered.”'* A repeated theme of postconflict
reconstruction assessments is the stark contrast between what is known to
be needed in the first years after war and what is currently funded and
done. A summary of the role of Bretton Woods institutions in peacebuilding
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written in 2000 concludes: “IFI efficacy cannot make a peace process, but
IFI inefficacy can break one.”5
Another reasop for the lack of analysis may lie in the nature of the pol
icy response to such findings and criticism, which has tended to focus on
operational aspects, particularly efforts to improve the delivery of aid—^for
example, faster, more efficiently, with greater flexibility and transparency,
better coordination among donors, or more targeted conditionality.^ Some
of these refinements in the technology of aid appear to improve chances of
success. But one would not know from the actual measures of that success
because these measures are also technical—such as performance criteria for
the delivery of money or the completion of economic projects and pro
grams. These technical measures do not assess the contribution of aid to the
implementation of the peace agreement or its political goals.
Finally, one might be able to deduce conclusions from recent efforts by
the IFIs to learn lessons from experience or to concede to criticism coming
from other donors in regard to the substance of economic policy and strate
gy. But the result has been shifts in policy emphasis from one fad to anoth
er, for example, from macroeconomic stabilization to good governance to
social capital. These shifts confound the task of analysis and assessment
further. They also reveal the absence of agreement on appropriate economic
strategy specifically addressed to the tasks of implementing peace agree
ments and the first years after war.

The Economic Needs and
Priorities of Peace Implementation
There are three sets of economic tasks necessary to implement a peace
agreement: sufficiently rapid economic revival to buy confidence in the
peace process; funding to irnplement specific commitments in the peace
agreement; and the economic foundations necessary to sustain peace over
the long term.

Reviving the Economy
first, immediate economic tasks are both straightforward and inexpensive, although their funding is often quite difficult to secure'. The provision
of services such as garbage collection, sewage, electricity, power plants,
and sufficient, clean water are not only basic to health but also the best way
to build confidence in government, that elusive ingredient called “social
capital” that is considered essential to a successful transition and collective
action of any kind.’ Such services may only require repair of existing facil'fties, but they may require entirely new construction.
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Because these simple economic necessities are obvious, their poMcal
role in the success~bfVpgHCg~agregfflgnT—affd: tnus the signiticance of

the emergence of economic inequalities that can be interpreted as discrimi
natory on cultural grounds (religion, language, lineage).
Thf concept of security must also change from that required in
wartime to the expectations of law and order and broader human security.
While most peacebuilding missions give priority early on to demobilization
and reducing the capacity to make war and may even include monitors on
human rights, they tend to neglect the institutions that must fill the security
vacuum that arises—law enforcement and assistance to organizations that
can bargain with authorities over human rights protection or wages and
prices.12 Yet, overall crime rates tend to rise in the first years after war and
threats to individual lives may actually be greater than during the war.
Peacekeeping missions now recognize increasingly that law enforcement
cannot be delayed until the separation of forces and their cantonment or
demobilization are complete, but funding sources have not caught up.
Moreover, as one practitioner with leading positions in many UN peaceimplementing missions has emphasized, the nrimarv focus of the avp.ragPi
citizen in the first year is on everyday concerns for material survival, such
as jobs, pensions, schooling, and healthcare, which are perceived fundame'ntaiiy as a matter of security. i3
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funds foFtheir provision—can easily be overlooked. Peace agreements are
commitments signed by leaders, but the population musf~also be persuaded
to make a commitment to peace. Some signal that there will be a “peace
dividend”—that the benefits will outweigh the costs—^must be palpable for
people to make even the minimal investment in rebuilding their lives and
supporting politically those promoting peace.
In the words of Christine Wallich, 1995-1997 director of the World
Bank’s five-year program for reconstruction, rehabilitation, and recovery in
Bosnia, “an accepted prior of all peace agreements” is an early peace divi
dend and quick transition to earned incomes that provide “relief from the
cruelty of the environmenbsuid a clear signal from the international com
munity that they stand to support them and the agreement.”^ Such apparent
consensus, however, has not translated into early assistance and aid policy
as often as its acceptance would lead one to expect.^
In addition to speed, this dividend must be equitable. Reviving the
inequaiitles that caused or fueled civil war, or creating new on^ will create divisions that can be easily mobilized by populist rhetoric frompoliricians who are dissatisfied wTtETEelmms of the peace or its actual results.
Distributional differences are inevitable, such as between areas with greater
or less war damage or the needs of urban and rural populations. But if these
differences are perceived as unjust, there will be at the least fuel for spoil
ers and for delays in demobilization.
Moreover, if equal access to basic services including education and
healthcare and explicit attention to land redistribution are not addressed in
the first stage of peace, macroeconomic policies aimed at currency stabi
lization and at domestic and foreign investment in growth will institutional
ize the inequalities produced by wartime and likely worsen their effects, lo
The political task of achieving greater equity later will be very difficult.
Success in implementation will depend on a transformation in methods of
political conflict and competition, from the threat and use of violence to
those of nonviolence. Generalized poverty is less threatening to such prac
tices than are sharp inequalities.”
A contemporary vogue to view civil wars in the Cold War period as
based on class conflict and those since the Cold War as wars of identity and
ethnicity may have wrongly diverted attention away from economic
inequality. Even if there were any truth in this tendency to essentialize
identity and ethnicity, the end of a civil war requires warring factions of
different identities to create a single state—^not only to accept a new bal
ance of political power but also for some to abandon hopes of indepen
dence. The ability in such cases to create one constituted state, whether
through majoritarian or proportional rules, depends even more on avoiding

187

Financing the Peace
The second set of tasks are specific commitments made in the peace agree
ment that simply will not be met if they are not funded and organized. Most
prominent in studies of peace implementation are the demobilization of
wartime armies and. the right of refugees and internally displaced persons to
return home.i'* Return requires substantial resources for housing, transport,
and some minimal welfare. Although spontaneous return is the most com
mon experience, the more important the role of return is to achieving the
political goals of the peace, such as the attempt to reverse ethnic cleansing
in Bosnia-Herzegovina, the more that external resources will be necessary
to success. And where spontaneous return depends on remittances sent by
relatives living abroad, such in El Salvador, there will be a cost in the
return of those who sent remittances. Even more necessary to success in
implementation is funding for the demobilization of armed groups. As
Joaima Spear points out in Chapter 6, without monies and programs for the
reintegration of demobilized soldiers into civilian society, demobilization
will fail.
Although a stable govenunent is rarely a specific element of a peace
agreement, there will be no peace without it. The construction of a new
government, or an entire governmental system, requires salaries for civil
servants and perhaps also training, particularly, as Terrence Lyons suggests
in Chapter 8, if the goal is to transform former warring factions into politi-
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cal parties capable of governing. Physical reconstruction of infrastruc
ture—power plants, schools, health clinics—-makes no sense without
monies to pay the salaries of the people who run them, but many donors
have rules against paying local wages and salaries. Elections figure promi
nently in most third-party engagements in peace implementation. The cre
ation of a voter register, preparation of electoral rules and regulations and
their enforcement, and the mounting of information campaigns cost sub
stantial monies. Third-party mediators increasingly urge the adoption of a
power-sharing agreement among the parties as an inclusionary political for
mula to end the war, but such arrangements also presume public expendi
tures.
Sovereignty depends not only on international recognition and a functioning government but also on relations with the rest of the world.
Embassies and ambassadorships need to be funded. Even more problematic
and urgent are relations with IFIs: without full membership in the
International Monetary Fund (IMF), countries cannot receive World Batik,
International Development Association (IDA), or International Fund for
Agricultural Development (IFAD) loans, borrow in international capital
markets, or join trade associations.^^ For membership, a country must first
settle its debt arrears.

Sustaining the Peace
The third set of tasks arise because initial success in implementing a
peace agreement cannot be sustained unless the bases of a functioning
government and economic growth are also put in place. Both political and
economic institutions must be built. Years of war will have created a gen
uine need for economic development, if this had not already been the
case. Transforming a war economy will require legalization of property
rights and the elimination of trafficking routes that provided arms, ammu
nition, and financing for the war, and the creation of judicial systems to
protect contracts and property rights. It is likely also to require a total
reorientation of a production structure and economic policy that was
based on defense to civilian industries and export production. While the
literature on civil war emphasizes human reintegration, the reintegration
of the country in physical, economic, and administrative terms will also
be necessary.
Sustainability means both a continuation of peace and an increasing
capacity to survive without external assistance, or at least to reach a level
of economic independence in which foreign loans and credits can be serv
iced effectively and domestic revenues are sufficient to keep the budget
deficit at a manageable level. In the short run, sustainability requires gener
ating popular confidence that the hardships will be only temporary.
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Strategy
Until the second half of the 1990s, donors responded to these economic
tasks and their financing with long-established programmatic approaches
developed for other circumstances. The tasks were divided into two cate
gories: relief and development. Relief was provided on humanitarian prin
ciples by humanitarian organizations or emergency response divisions of
development agencies. Development was provided by development agen
cies, both bilateral and multilateral. The increasing number of cases of
third-party-assisted implementation of peace agreements during the 1990s,
and the growth of humanitarian aid and peacekeeping missions, however,
led to a recognition that there was a gap between these two types of assis
tance. Very specific lessons drawn from the mounting number of cases
seemed to demonstrate that quite different policies were needed for the
immediate transition that were neitner relief hbl* development, me result
was 'to reconceptualize the division between relief and development as a
continuum and the stages in that continuum in terms of transitions and
postconflict reconstruction.
Neve^eless, by the year 2000, only one government, Germany, had
taken this lesson on board in terms of budget lines; all others perpetuated
the inherited approaches and distinctions between relief and development
through separate budget lines. Some governments did create new sections,
such as the Office of Transition Initiatives (OTI) within the U.S. Agency
for International Development (USAID), or the addition of the word “con
flict” to the humanitarian affairs department (CHAD) of the UK’s
Department for International Development (DFiD). Canada established a
, Peace-Building Fund, and similar special budgetary lines for policy coordi
nation under these circumstances were introduced by Denmark, the
Netherlands, and Norway. But the distinction between relief and develop
ment and the resulting bureaucratic~stovepipes remains the dominant influ
ence over funding and field operations.
These two aid strategies, relief and development, are based on different
economic models: the natural disaster model for crisis relief, and the post
war stabilization and reconstruction model for development.
’

The Natural Disaster Model
*The natural disaster model provides the conceptual framework for most
^stagreement assistance in the first year or two, as it does for most
humanitarian assistance, and emergency relief during wartime. Organized
l>y crisis-response divisions of bilateral development agencies and imple
mented by international NGOs, its principles are rapid response and the use
^ local labor. Its aims are to provide an immediate, visible peace-dividend
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in food, shelter, and basic utilities until longer-term developmental projects
can be implemented, and to move the population as rapidly as possible
toward self-sufficiency and away from aid dependence. The goal of buying
commitment to peace overrides economic objectives, for small repair tasks
do not by themselves generate jobs or local economic activity, except in the
rare cases where the international mission decides to favor local produce
and purchase locally produced materials. Its political aspects are similarly
narrow.
The connection between this approach and wartime relief is largely
organizational. Agencies that have the budgetary authority to act quickly,
taking aid decisions within hours or days, dispersing monies and matdriel
quickly, without cumbersome bureaucratic procedures, are the emergency
response and disaster relief agfencies that deploy under both circumstances.
Adaptation to the special conditions of a peace implementation mission
did introduce another organization—civil affairs or civil-military coopera
tion (CIMIC) officers within military units of the peacekeeping troops—
into the early delivery of aid. An innovation of the UK’s Overseas
Development Agency (ODA, predecessor of the DFiD), first in BosniaHerzegovina in early 1996, and now widely copied by other countries and
the European Union (EU), CIMIC aimed to improve cooperation in emer
gency circumstances between development agencies and military forces—
two organizations that represent two cultures and conscious distancing.
Impressed by the importance of showing immediate, visible progress and
by the fact that the first representatives of the international community to
deploy in large numbers are military forces, officials at the ODA decided to
develop a program of microreconstruction projects that soldiers would
identify with the help of local communities and then supply. In turn, confi
dence would be built between the peacekeeping troops and the local popu
lation,
Organizationally equipped to respond rapidly and often directly knowl
edgeable about the local conditions and the immediate needs of the popula
tion, humanitarian workers and the military nonetheless have a short-term
approach, which they tend to continue beyond the initial stages of peace
implementation because they gain a vested interest in the program’s contin
uation. World Bank staff argue that this is a general problem, that “in the
transition from relief to development, too much time has been spent in the
relief phase.’’^^ The debate over how fast one should move from emergency
relief to development, however, often obscures the fact that development
strategy for postconflict reconstruction has also been based on the same
assumptions. The World Bank, the dominant force globally in defining
postconflict reconstruction strategy, acknowledges in its 1998 review of
Bank experience in postconflict reconstruction that the model underlying
that strategy from its origins in the 1970s and 1980s to 1998 was also that
of recovery from natural disasters.
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Postwar Stabilization and Reconstruction Model
The postwar stabilization and reconstruetion model is a neoliberal econom
ic strategy emanating from the IFIs, particularly the IMF. The IMF determines the conditions for foreign confidence in a country’s economic
prospects and places priority on macroeconomic stability, both as the first
task of economic policy and as the context within which all other aid and
policy takes place. Its stabilization model has been criticized frequently for
being in conflict' with the goals of social peace and reconciliation. The ten
sion has organizational and strategic aspects as well, between representa
tives of the IFIs and their role in financing reconstruction, on the one hand,
and the representatives of the peace mission (most often the UN) and its
mandate to implement the peace agreement, on the other. i9
As a postwar model, this strategy emerged in response to the particular
needs of Western Europe after World War II, when short-term balance-ofpayments constraints on foreign trade threatened the import needs of post
war reconstruction and the revival that depended on it. The IMF response
in 1947 to the British liquidity crisis evolved over the next decades into a
development strategy based on neoliberal principles of economic growth
and free trade. The Articles of Agreement of the World Bank include the
express purposes of “the restoration of economies destroyed or disrupted
by war” and “the reconversion of productive facilities to peacetime
needs.”20
The two-pronged strategy of macroeconomic stabilization and structur
al adjustment begins with an IMF conditionality program and credits drawn
on a country’s special drawing rights (SDRs) at the IMF in support of stabi
lization based on orthodox deflationary principles of monetary and fiscal
restraint. It is followed by sovereign loans mobilized from donors by the
World Bank in support of Bank-designed projects for large-scale physical
infrastructure and for reform of economic institutions and policies to effect
liberalization and privatization that are said to promote economic growth
and attract foreign investment.

Barriers to Effective Economic
Support of Peace Implementation
Sequencing
Although there is internal coherence to these economic models and the
strategies based on them, their application to contemporary postconflict set
tings creates a series of practieal problems. Current practice is to treat this
as a matter of tactics and, in particular, a question of sequencing. The paral
lel is strong with the debates in the 1990s over the sequencing of market
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transitions in postcommunist countries between advocates of shock therapy,
who insisted on rapid stabilization, price liberalization, and privatization,
and the gradualists, whose local expertise led them to emphasize the insti
tutional and human infrastructure necessary for the expected supply
response. Evidence from the successful postsocialist transitions and the
developmental failures in Africa reinforce this challenge to the neoliberal
model.2i Its relevance to postconflict countries, where the focus was on
achieving economic sustainability without losing the peace, is even more
questionable.
First, the alleged success of the orthodox model in post-World War II
Europe occurred in dramatically different conditions than current cases of
peace implementation. Post-World War n Western Europe faced the tasks
of physical reconstruction ^d demobilization after an interstate war, in
countries that were victors, md whose governmental and economic institu
tions were intact. Their tasks were not those of state-building, nation-building, and reconciliation after a civil war, integration of former enemies into
one army and one society overcoming underdevelopment, and the imple
mentation of a peace agreement. Moreover, the characteristics of a war
economy then were entirely different than the war economies created by
civil war in poorer countries now.22 Priority on macroeconomic stabiliza
tion assumes, for example, that the economy is fully monetized^when
barter, informal economies, and illegal trafficking actually predominate. In
contrast to mass mobilization for wartime production, the war economies
that must be transformed to peacetime economies ,in contemporary cases of
civil war are not emergency adjustments to an otherwise normal economy
but an entire transformation of social and political institutions. The role of
women is critical in return, reconciliation, and the reestablishment of
households, but “the Bank [not to speak of the IMF] has done little to
incorporate gender issues in its post-conflict portfolio.”23 The obstacles to
foreign investment in postwar Western Europe did not include the high
level of uncertainty surrounding the prospects for peace and the absence of
a capacity to enforce contracts, property rights, and repatriation of profits.
While some countries then might have been at risk from social revolution
from below, they did not risk U.S. withdrawal or a collapse of the peace.
Moreover, the neoliberal orthodoxy of IFI policy and practice in the
1990s even ignores crucial lessons of the post-World War II experience,
particularly “the role that, historically, social policy has played in the
development of western European economies.” Although “strong institu
tions that deliver public policy, the rule of law, and sustain open societies
are fundamental to the functioning of a modem economy . . . they have
been consistently underestimated by market fundamentalists.”24 This ten
dency has been powerfully reinforced by the “exclusionary clause” and the
“doctrine of economic neutrality” of the charters of both the IMF and the
World Bank, which, according to interpretations dominant in the legal
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offices of the organizations, explicitly prevents them from being involved
in anything political, including funding for explicit peacemaking func
tions. 25
In postconflict conditions, there are several deleterious consequences.
Privatization before business infrastructure exists makes no sense, while
privatization of economic assets before the transfer of power from armies
to accountable civilian governments and successful legal control over crim
inal networks will seriously delay—if not prevent—the political goals of
the peace agreement. The method of privatization also has political conse
quences and should be subject to political as well as economic criteria if it
is to contribute to successful implementation. Only belatedly have the IFIs
begun to.recognize that rapid privatization may be counterproductive to
peace in many instances.26
Likewise,,. IFI policies of macroeconomic restraint prevent the public
expenditures that are essential to peace, such as building a new, competent
civilian administration, financing demobilization, and providing social
infrastructure such as healthcare and schools. Although in this aspect the
IMF and the World Bank are frequently in conflict in their loan criteria and
proposals, as manifested in Mozambique, Nicaragua, and Macedonia, the
World Bank tends to pull back, deferring to IMF targets on budget deficits
despite their negative political effects. In its 1998 evaluation, for example,
the Bank admitted that “the CanAodia case study finds that the Bank has
continued to push for downsizing~be civil service when the political coali
tion arrangement under the peace accords was based in part on raising the
size of the civil service to absorb large numbers of the incoming parties’
functionaries. The Bank’s position was not politically realistic from the
outset. ”22
Orthodox stabilization policies also tend to increase and exacerbate
economic inequalities, certainly in the short run, and tend to create more
unemployment, when achieving the reverse is essential. Tight monetary
policy inhibits cheap credit for the promotion of local small and medium
enterprises (SMEs), even though their critical importance early on in the
peace process is now widely acknowledged even by World Bank staff.
Privatization and the promotion of agricultural exports work directly count
er to the crucial task of land reform and redistribution and of poverty reduc
tion.

IFI Rigidities
As mentioned above, the ability of IFIs to design and implement effective
economic assistance to peace implementation has been hamstrung by strict
interpretations of the charters of the IMF and the World Bank, which pre
vent funding for explicitly political tasks like peacemaking. By charter, too,
the IMF and the World Bank deal only with sovereign lending, that is, they
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work only with recognized governments and are bound to respect their sov
ereignty. Although this is also true of the UN agencies, they are less con
strained than the IFIs. For example, where there is no government (as in
Somalia), where a govenunent exists but is not a member of the IMF (as
was true for a time of Bosnia-Herzegovina), where relations with the IMF
have been suspended because of default (as in Liberia), or where circum
stances such as these prevail, as is likely in many immediate postwar set
tings, the IFTs cannot act at all or cannot remain engaged once they have
spent their small grant monies. If a peace agreement applies only to a
region of the, cmintry ras in Eastern Slavonia in Croatia, and Kosovo in
Serbia), then the fact that the IFl can only work through the recognized
government mav actually provide the means for that government to undermine the peac^agreemeni. IgdeeJ, this is precisely what the Croatian gov
ernment attempted to do with the Erdut Agreement, an obstructionism that
became an^'open sore" tor the mission of the UN Transitional
Administration for Eastern Slavonia, Baranja, and Western Sirmium
(UNTAES).

Coordination
Decisions on sequencing and priorities are also the source of conflicts in
the field operation among organizations and approaches to peacebuilding.
As Bruce Jones observes in Chapter 4, such obstacles to strategic coordina
tion are more often than not resolved by pluralism—donors are left to pur
sue different approaches in different parts of the same country. Although
this practical solution may reduce obstacles to the flow of aid, it introduces
inconsistencies and potential political problems into the implementation
strategy. In Mozambique, for example, some regions continued to receive
food aid free while people in another region were required to pay, a dispari
ty that can actually slow the peace process. Similarly, bilateral donors and
UN agencies tend to leave leadership on macroeconomic stabilization and
policy reform to the IFIs, while designing and financing development proj
ects, either as donors to a World Bank program or as independent actors,
along sectoral lines within that framework. They do not use their disagree
ments to propose an alternative strategy. Meanwhile, sectoral coverage can
be hit-or-miss and lead to wasteful duplication.^® The “let a hundred flow
ers bloom” approach of these other agencies and donors does not mean that
they support the IFI approach. In fact, the IFI approach generates much
criticism. The problem, as Alvaro de Soto and Graciana del Castillo made
abundantly clear in their seminal study, is that the economic approach and
decisions of the IFIs, particularly the IMF, and the political tasks of imple
menting a peace mission, are often directly in conflict.29
Although the World Bank acknowledges that it has paid insufficient
attention to sequencing and coordination in postconflict countries, this has

Economic Priorities for Successful Peace Implementation

195

not nfluenced the package of economic reforms that make up its advice
loMs, or Its conviction that these reforms should take place as early as
possible so as to attract foreign investment. Perhaps the best evidence that
bv

inadequate was the acknowledgment

flict missions IS ad hoc and m need of a framework. In 1996 the Operations
Eva nation Department (OED) of the Bank was tasked to review its
involvement in postconflicWes (18 countries with 157 Bank-supprited
opera ions representing $6.2 billion in lending at the time)30 and to draw
essons for future policy. Its findings, based on three field studies (Bosnia&itrea, Haiti, Lebanon, Rwanda, and Sri Lanka), emphasized the key
importance of speed and flexibility. Yet its recommendations suggest these
two^nenaare^ict. WhU^phasizinrspeedrindudingggfeS
ble Sdj^lified pTocuremern procedures to^uce deliver7~H^T^ti..
poh^iUo^^Sequencing of Scy refoims hadZbT^iJiiiH^^r^
and iwltahi ^
transition from war to peace, governments are fragile
^d unstable, and can rarely push rapidly on economic reforms. “Bank and
und^msistgnce on rapidjncrease in tax effort (ratio of tax
to
"tay well

have been

counterproductive, constraininp;

nf th.

m the cases of Guatemala and Uganda, “the Uganda case study finds tha^
wmg to a history of predatory government tax policy during the conflict

«^danl stebihzation package) has had a chilling effect on private, investme^fc^^g^ecoi^m^^
or along wifiTlH^ble
tund^^^br^ 32 Rapid^vatization may make the “prospects for susdevebnZn
^nany elements of conventional
developmental wisdom, such as a focus on primary education and health
care, may be mcorrect for these circumstances when the effects of war may
make secondary and tertiary education and hospitals far more urgent.33
assessments evaluate the success in implementing
nf
^
projects, not their contribution to the overall implementation
of the peace agreement or to sustaining the peace. Indeed, the three main
recomniendations in this World Bank study focus not on altering its
approach but on increasing the role of the Bank’s expertise in the peace
process: first, that the Bank should encourage invitations to participL in
implications of par
ticular choices: second, that it should act to coordinate donors and assiscoordination is more
import^t where a government has been weakened by war; and third that
gam the flexibility and sensitivity possible from decentralized operations.
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Similarly, the World Bank and the IMF have taken on board the recom
mendations made by de Soto and del Castillo in 1994: to be more transpar
ent in their interactions with noneconomic peacebuilding actors and agen
cies through the systematic and regular exchange of information; to accept
the need for coordination in the field; and to be flexible in their condition
ality when it appears directly contrary to immediate peacebuilding goals.34
But this has meant that the World Bank seeks, with IMF agreement, to
become the lead agency on reconstruction and development in the mission.
Special funds for demobilization, de-mining, budgetary and recurrent
expenditures (the Holst Fund for the West Bank and Gaza Strip), a political
risk guarantee facility (developed for Bosnia-Herzegovina), “peace tech
nology,” and postconflict projects have all been created in the late 1990s,
but within the context of B|nk programs and relatively “rich” cases
(Bosnia-Herzegovina, Palestine).35 Despite the negative lessons from El
Salvador and Mozambique, for example, on the restraints on demobiliza
tion and reintegration imposed by IMF loan conditions on inflation, budget
deficit, and credit targets, the IMF has not shown willingness to adjust loan
criteria in the first crucial years so that peace goals can be financed.
Moreover, none of these changes amount to a strategy designed for the
purpose of peacebuilding. As Jonathan Stevenson concludes after an analy
sis of the changes made between 1995 and 2000, “[The Bretton Woods
institutions] have not critically explored the connection between structural
adjustment and peace, have only circumspectly approached the sensitive
issue of secmity-sector conditionality, and have not optimally synchronized
structural adjustment and development strategies with political efforts
aimed at consolidating fragile peace agreements following protracted peri
ods of armed conflict.’’^®

ties of the first stage of peace implementation encourage politicians to seek
votes on populist grounds, promising improved welfare or less onerous
policies.
Therefore the critical question of economic strategy and policies, as de
Soto and del Castillo posed it in 1994, is: Who pays for peace?37 The choic
es of policy and sequencing of tasks will be hostage to the source miJ^ail-
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Who Pays for Peace?
There is an underlying disequilibrium in the political economy of the first
postwar years: a hu^gap between pupulai expectatiuiis and peace icquirements, on the one hand, and government revenues and fiscal capacity, on
the other. Initial repair and political tasks are not particularly expensive felatrveToTater capital investments, but the demand on public expenditures
is huge in relation to the low capacity of new governments to extract
resources from the population and of civil servants to use available
resources efficiently. This problem of capacity is politically serious because
of the central focus of external third parties on the signatories to the peace
agreement and their commitment to implement it. An increasing emphasis
on early elections as a major component of the peace process, aimed at
increasing leaders’ accountability for implementation, makes the political
implications even more immediate and consequential. Instead, the insecuri
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ability of funds. If external resources are to till part ot tne gap between
inevitably insufficient local resources and the immediate needs of peace,
early negotiations with the IMF and its stamp of approval are necessary. As
the World Bank assessment in 1998 emphasized: the comparative advan
tage of the Bank and the Fund is in establishing a “sound macroeconomic
framework,” and they should take the lead on macroeconomic and external
debt issues. Their comparative advantage on these issues does not, howev
er, guarantee that the IFIs will accept that responsibility.
The World Bank nearly always takes the lead in designing a program
for economic recovery. Bank officials are inclined to insist that it is better
suited to do a needs assessment than any other agency. Bilateral donors also
tend to defer to the Rank’s sheer technical capacity for all aspects of a
financial project. In addition, the World Bank Group has a special lending
instrument for poorer countries—its IDA window—that is of particular use
for mosTcountries emerging from war. The very size of World Bank funds
andjeconstruction programs tends, in turn, to give it dominant influence in
the field mission over the economic program chosen for peace implementa
tion.
There are also reasons of international power why the IMF and the
World Bank are likely to be the dominant shapers of economic strategy and
sequencing. The U.S. Treasury Department consistently argues successfully
for IMF leadership because of its policy of conditionality and its capacity
to use conditionality in obtaining reform. Because the World Bank, in turn,
does not operate on budgetary assessments of its member states, major
powers such as the United Kingdom and the United States lobby as well,
and usually successfully, for World Bank leadership so that they do not
have to pay additional budgetary assessments. Like most countries, they
prefer to use their monies for visible bilateral aid projects for which they
can claim direct credit and show taxpayers at home what they are doing.
As banks, the IFIs take account of exposure to risk and the political
will to reform in their decisions to become involved and lend. Unless there
is strong political pressure from a major member of the executive board of
the IMF or the World Bank,33 the IFIs will be reluctant to suppoiTwhat
appears to be a risky peace. This, in turn, can lead to self-fulfilling prophe
cies about the success of aid. The minimal amounts of aid in support of the
peace agreement itself that flowed into Cambodia, Sierra Leone, Liberia,
and Angola can be explained by initial assessments that the prospects for
sustainability and reform were low. In the case of Bosnia-Herzegovina, the
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World Bank sought to reduce this problem by developing a new financial
instrument, the political risk guarantee facility, but this is aimed at attract
ing private investors, not at easing IFIs’ reluctance to engage.
Even where the IFIs choose to act, this caution often leads to very sig
nificant and harmful delays in financing. When they do act, it is often
because the country has already been engaged in negotiations or has actual
loan programs with the IMF and the Bank that preceded or accompanied
the war. Although these programs are unrelated to the peace negotiations
and the tasks of peacebuilding, their legacy imposes a burden on postwar
policy formation on both sides. For the IFIs, there appears to be an inclina
tion to restore their reputation against those who would identify connec
tions between their policies and the outbreak of conflict. Unfortunately, it is
also not so easy bureaupratically to refashion the content of ongoing or
stalled programs to the new demands of peace. For the government, the
burden can be a psychological wariness based on hard experience with IFI
programs in the past. This can dilute the prime political advantage claimed
by the IFIs in imposing harsh conditions, that governments can more easily
withstand public criticism and focus on reconciliation and social peace if
they can blame inescapable budgetary stringency and austerity on the IMF.
Furthermore, an IMF program depends on a willing bilateral donor or
group of donors. The problem of debt must be addressed. If new borrowing
is noMn be used simply to settle past debts, but is to go toward rebuilding,
then a patron willing to risk an early commitment to the success of the
peace must be found (such as the Netherlands did for Bosnia-HerzegovmaJT
But this is not easy, hi addition, if monetary stability is to be achieved without at the same time restricting public expenditures essential to peace
implementation, then monies must also be found from a donor willing to
finance a higher budget deficit level than the IMF would otherwise allow.
These additional funds are also critical because donors tend to follow closely the terms of the IMF agreement in their own lending policies, despite
their freedom to do otherwise and their frequent criticism of IMF condi
tionality. The result is a culture of conditionality toward a particular coun
try, in some instances inflexible, while in others less so, that becomes fixed
very early, influencing the long-term path of the peace process and its out
comes regardless of its detrimental effects.^?
Despite the lesson that a too rapid pace of economic reform will be
detrimental to a peace process, the sharp decline in official foreign aid dur
ing the 1990s and its replacement by foreign direct investment and com
mercial lending still appear to drive donor policy; maj^r donors, led by the
World Bank and the United_Stetes. place high priority on economic reforms
aimed" at attracting privaleT^ign investors^
In conclusion, TheTelief-develdpment “gap” actually represents the
vacuum in financial mechanisms designed for peace implementation and
the transition between emergency relief and long-term development. Relief

occurs because humanitarian organizations and agencies of governments
and international organizations exist to provide it. Long-term development
also has its internationally institutionalized mechanisms for mobilizing
resqqrces and expertise. As Marika Fahlen wrote when she headed the
Development Assistance Committee (DAC) of the Organization for
Economic Cooperation and Development (OECD): “Unlike fund-raising
for emergencies and annual pledges for long-term development, there is no
specific resource mobilization mechanism for post-conflict recovery of a
combined developmental and humanitarian nature. . . . The UNDP-led
Round Tables are sometimes late in coming about and the World Bankchaired Consultative Group meetings do not make much sense without a
legitimate government in place.”40 As Shepard Forman and Stewart PatricF
demonstrate, there is no “international regime” for postconflict or peace
implementation tasks: to the extent that resomces flow, it is voluntary and
ad-hoc.4i But the question remains: Will the power of the purse continue to
drive strategy, or will there be a recognition first that “the tisoLkit interna
tional donors bring to post-conflict transitions was not designed for peace
building”?42
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Five Emerging Lessons
The experience of peace implementation says far more about economic rea
sons for failure or severely handicapped success than about economic
aspects of success. The overall record points clearly to five emerging les
sons: the neeifor broad-based impact assessments; the critical importance
of an early emphasis on employment; the need for institution-building and
public-sector strengthening; the political influence of sovereign lending on
the peace process; and the economic distortions introduced by the interna
tional presence.

Measuring Impact
A search for evidence about the relative contribution of economic factors
and assistance to the implementation of peace agreements reveals the limit
ed character of most assessments. The overwhelming lesson is that these
assessments rarely examine overall impact. The idea that success should be
judged in terms of the political mission to establish sustainable peace tends
to be lost in a world of symptomatic monitoring and a priori assumptions
about the effects of a particular strategy, policy, or program.
Both in-house and independent evaluations perform audits of record
keeping and financial transactions within the particular donor organization
and its subcontractors, such as NGOs, and ascertain whether a particular
aid project or program was implemented as planned. But “aid flows them-
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selves tell us little about the impact of external assistance . . . performance
is often evaluated according to success in transferring funds, rather than the
appropriateness of the design of the aid—and its likely impact on recipient
populations.”'*^ Similarly, “project-by-project assessments often do not pro
vide the broader picture [and] delays as long as a year or more have
reduced the usefulness of post-conflict completion reports.”'*'* For bilateral
donors whose aid portfolio may be composed of a large number of small
projects, often administered by autonomous NGOs, the problem of impact
assessment is magnified many times.'*^
The World Bank evaluation of 1997-1998 recommends that postcon
flict projects need a “process” rather than “blueprint” design,"*® but process
is far less amenable to standard evaluation techniques. A more serious
problem is that donors haVe no reason to evaluate their impact on goals
they never had in the first place, as the forthright Norwegian evaluation for
the Mozambican case suggests: “Norwegian authorities gave little system
atic attention to the links between supporting the peace process in the short
run and sustaining the peace in the long run.”'*'^
Because the effect of developmental assistance is intended to be long
term, there is also often little way to assess its positive contribution to the
first years of a peace agreement. Short-term negative effects are excused as
necessary for long-term sustainability on the basis of economic philosophy,
not on the determinants of peacebuilding. Likewise, the longer-term effects
of projects designed for the first years after war are also rarely assessed,
with the consequence that the opportunity cost of wasted investments is not
calculated. It is as if “quick impact projects” are never intended to have
longer-term benefits. Vague benchmarks of progress substitute for analysis.
The result in both cases is to provide little basis on which to propose mid
course adjustments in long-term programs or corrections to the method of
planning and choosing immediate postwar projects and priorities.
It is even difficult to gain a clear sense of the total amount of aid pro
vided, so as to evaluate aid’s contribution to the mission. In their pledges of
assistance, many donors repackage funds previously committed or list
amounts they are already contributing to their standing obligations so as to
appear more generous than they are. Most peace missions have either no
database of donors and projects or multiple databases, each with different
assumptions and criteria for recording those data."** The strucmre of much
assistance, by which each donor insists on controlling its own accounts and
projects and on channeling funds through a foreign intermediary, creates
multiple budgetary systems that are difficult to capture in one snapshot.
Even breakdowns of global flows that distinguish aid money that remains
within the country from money to repay former debt (which does not
remain within the country), or sums spent to facilitate refugee return that go
to relieve the costs of their upkeep in host countries rather than cash and
materials allocated to the communities of return, are hard to come by.

In 1999, the World Bank assigned to its Post-Conflict Unit the task of
preparing quarterly monitoring reports on countries and regions affected by
conflict, to aPost-Conflict M^agement Steering Group the task of review
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ing these reports, to country desks the task of conducting Country PortfSTio
Peffofmance Reviews every twelve months or less for postconflict countries^instead of the normal twelve to eighteen months), and to the (JED the
task of developing guidelines “on how to apply evaluation criteria with
greater sensitivity to the post-conflict political and economic environment
when conducting completion reports.” Watching briefs are now required for
every country emerging from conflict.'*^ It is too early to say whether these
innovations will address the relationship between a peace process and eco
nomic assistance strategies of the IFIs. Social surveys now ordered by the
Bank in postconflict countries on a regular basis do not measure that rela
tionship, while the emphasis on country-specific assessments, in place of a
standardized system for monitoring and reporting impact, may work
against drawing generalizable inferences on which new strategy and poli
cies could be developed. One thing is clear: systematic monitoring and
assessments of actual impact are sorely neglected, and without research
designed to assess how aid contributes to preace, refinements of existing
practice make little sense.

Employment:
The Most Obvious but Most Neglected Lesson
A common problem for all cases of peace implementation is high unem
ployment that affects a large majority of the population in the first years
after war. Lessons drawn about success or failure all point to the lack of
employment opportunities. For example, the poor records on demobiliza
tion and reintegration into civilian life of soldiers and on the return of
refugees and the internally displaced to their homes, both key aspects of all
peace agreements, turn on the lack of jobs. Conversely, where partial suc
cess is claimed on demobilization, as in Mozambique, analysis points to
specific funds designed for employment. High unemployment is a clear
threat to peace, whether through disillusiomnent, lack of alternative activity
and status to war, or the continued availability of the unemployed for mobi
lization by spoilers.
The critical role of active employment in redirecting behavior and
commitments toward peace is so obvious that no one disputes its impor
tance. Yet economic strategies are not aimed to overcome the problem.
Neither the IMF approach to macroeconomic stabilization nor the World'
Bank emphasis on large-scale infrastructure promotes employment. ^
Development assistance and advice are still focused on laying the basis for
economic growth in the long run, and assume that employment will natural
ly follow. This is surprising in the case of the World Bank, which has long
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come to view SMEs as a core component of development, particularly to
promote employment, and it would seem to be even more central in pro
moting peace. Only by 1999 did Bank officials draw this lesson from
Bosnia-Herzegovina, proposing earlier and greater attention in a peace
process to SMEs (for example, in revising their strategy for Kosovo, which
was then in its first stages). At the same time, only twelve donors for
Bosnia had committed funds for emergency projects designed to create
jobs. But even here they were slow to deliver: only $146 million was com
mitted (out of more than $5 billion) and only $116 million was actually dis
bursed, leading the Bank to conclude that the “primary obstacle” to reduc
ing Bosnia’s “painfully high” unemployment was “lack of credit.”50
Alternatively, the problem of employment may be the consequence not
of policy but of sequencing.'sfor example, in the case of Sierra Leone, the
reduction of resources to subsidize the army led to rapid cuts in pay and
personnel, with the result that 8,000 newly unemployed soldiers defected to
the guerrillas and the peace was lost. Arguably, had there been more coordi
nation between the economic and political halves of the mission, such
“mis-timing” might not have occurred. But if insistence on early cuts in
public expenditures to establish macroeconomic stability always wins .the
day, and is not accompanied by explicit attention to alternative employ
ment, it is difficult to see what benefit coordination would bring.
Equally costly is the reluctance—and downright refusal, for some
donors—to finance core and recurrent budgets. This is costly because a
peace agreement is, more than anything, about the transformation of
wartime political structures or re-creation of government, the provision of
public services, and a restoration of trust in public institutions. Govermnent
and other public institutions, however, need staff. Without monies to
finance the salaries of public officials, police, judges, teachers, doctors, and
others who will actually restore basic public order, the most fundamental
tasks will not occur. Initial reconstruction of schools and clinics is a waste
if they remain empty for lack of recurrent costs for staffing and operation, a
common experience. This donor reluctance goes beyond the generally rec
ognized problem of the IFI’s priority in economic strategy on macroeco
nomic balance through cutting public expenditures and, therefore, public-

ing power sufficient to make World Bank cost-recovery policies actually
work.
Finally, because people do have to find ways to survive, and relief is
never sufficient for those who obtain it or fully comprehensive, the slow
growth of paid employment also leaves many with little option but to turn
to illegal or informal sources of earnings. The inevitable result is to create
n^problems—crime, patronage, and corruption—that undermine the rule
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sector employment.
Furthermore, donors to peace missions overwhelmingly favor techni
cal assistance so as to avoid making political judgments in the sensitive
early stagerbf peace' implementation, such assistaHce pays salaries to
their own nationals to train and advise locals, which further reduces the
possibilities for local employment.^! Donor preference for visible show
case projects also tends to neglect the employment aspect—that people are
needed to make these projects operate, whether schools, hospitals, or fac
tories. This requires monies for local salaries until there is local purchas
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of law and are particularly difficult to root out later. Informalization also
slows monetization and other aspects of economic normalization, delaying
the effectiveness of IFI policies, and reduces the state’s tax base further at
exactly the moment when social trust and public confidence in govermnent
and the future are at a premium.

Institution-Building and Budgetary Support
Beyond demilitarization, a peace agreement must construct a new political
order—government, a public sector and institutions, and public services. As
many peace implementers attest, the primary lesson is “politics first.” By
the late 1990s, based largely on the experience of market transitions in for
merly communist or developmentalist states, major donors including the
IFIs did begin to stress the importance of institutions and “good gover
nance” to successful implementation of macroeconomic .stabilization and
structural reforms. Recently, the World Bank has taken this aspect even fur
ther by emphasizing the importance of social trust to the creation and suc
cess of institutions.'
The problem in the case of peace implementation is that macroeco
nomic stabilization is a result of certain monetary and fiscal policies and
their effective implementation. That is, it cannot even begin, let alone
become sustainable, if there is no government to adopt those policies or
proper financial and legal institutions to make markets work and enforce
contracts, property rights, and monetary and fiscal targets. Moreover, social
capital is acquired. It is a response to functioning, trustworthy institutions,
and a decline in social trust results from nonfunctioning or poorly function
ing public institutions. Even the ability of a postconflict country to use the
aid monies and technical assistance provided—called its absorption capaci
ty—depends on functioning institutions.
Similarly, a major step by the World Bank in 1998 in the direction of
new strategy, its proposal to precede the preparation of a Country
Assistance Strategy with a Transitional Support Strategy that would be pre
pared “as soon as resolution is in sight,” would require Bank staff to “col
laborate with the government and other partners to prepare a national
recovery program as an initial step toward a more comprehensive, fullscale reconstruction program. ”52 The Paris Peace Agreement on Cambodia

204

Evaluating Implementation Tasks

in 1991 mandated that the Cambodians do just that, take the lead in deter
mining their own recovery needs and formulating a national recovery plan.
But its formulation had to await the formation of a postwar government,
and delays in the latter meant delays in everything else.^^
Despite these lessons learned during the 1990s and what appears to be
a new consensus, actual assistance strategies for economic development
and peacebuilding continue to be based on the assumption that govern
ments and economic institutions already exist—at most, they may need
reform, but not wholesale construction. While the IMF and the World Bank
appear to be open to those who say that macroeconomic stability is impor
tant but not sufficient, they do not appear yet to have accepted that institu
tions must be built first, or at least simultaneously. The result is usually to
place this power in the hands of interim bodies or simply individual offi
cials. But the type of macroeconomic stabilization policy chosen is one of
the most consequential decisions that a government can take, with huge
political consequences for the quality and durability of the peace. Because
of the political consequences, in fact, it is becoming increasingly common
to rely on an IMF-managed currency board in the first years after the peace
agreement, as was done in Bosnia-Herzegovina, so as to deprive local
authorities of any policy discretion. This goes counter to the IMF’s own
better judgment, the very narrow conditions in which currency boards are
known to be effective, and the advice of most economists with an under
standing of the political and social environment in which economies func
tion.
The World Bank did move in 1996 to accept within its development
mandate in postconflict countries some tasks that it had previously consid
ered “political” (and, by some interpretations, prohibited by its charter)—
specifically, de-mining, demobilization and reintegration, public-expendi
ture realignment, and human and social capital. In its 1996—2000 Priority
Reconstruction and Recovery Program (PRRP) to support the Dayton
Peace Accords on Bosnia-Herzegovina, which has been the most innovative
and well-endowed example of postconflict engagement in the Bank’s histo
ry, it even classifies some projects as “peace implementation activities,”
specifically those relating to the mass meclia, elections, numan rights, and
local security, including local police reform and a national border service.
Nonetheless, by the end of 1998, after three years’ operation of the $5.1 bil
lion PRRP, only $320 million had been pledged for these activities and only
$217 million had been disbursed, amounting to about 8 percent of total dis
bursements of the PRRP^'^ In 1999 the Bank’s asseSsmeffl-Was that “institu
tional and policy reform has generally lagged behind physical reconstruction.”55 It is also in the Bosnia program where the importance of budgetary
support for recurrent costs was' first accepted.^® Nonetlieless, even there,
the~Fank acEmwleaged that "emefgSicy^grams often failed to take into
account the need for sufficient funding in recurrent costs.”57
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The importance to peace implementation of the development and main
tenance of_die public sector, both for critical institutional development and
to give all parties a stake in reconciliation, is so great that some have pro
posed that all external aid be viewed as public-expenditure support. Rather
than multiple, off-budget sources of reconstruction and capacity^building,
the aim should be to strengthen the public sector.58 This would imply a
major change in the way aid is delivered to peace processes. At the very
least, others say, the focus should not be on how to control hndpp.tarv
expenditures but on how to generate new budget revenues.59 The initial
lack of institutions should be taken seriously in policy design as well, for
example, to the kind of taxation that does not require sophisticated systems
of collection and revenue management as are required for income taxes.
Countries should be urged, argues Vito Tanzi of the IMF, to begin simply,
say, with excise taxes, which are the easiest to raise, and not to add com
plexity until state agencies are able to manage that complexity.
Finally, the general absence of funding for key political tasks of peace
implementation, such as police, judicial reform, civil administration, and
democratization beyond elections, has been a particular grievance among
the special representatives of the Secretary-General (SRSGs). To a person,
they argue that the most important innovation in peacebuilding practice
would be to ensure a discretionary budget available to the SRSG to finance
political goals as they arise. SRSG Aldo Ajello attributes his greatest suc
cesses in implementing the Mozambican peace agreement to the $17.5 mil
lion trust fund he managed to obtain and use to transform the Mozambique
National Resistance (Rename) from an army into a political party even
though it allowed little discretion.®^ According to Derek Boothby, deputy
SRSG in UNTAES, implementing the Erdut Agreement on Eastern
Slavonia, Croatia, a true discretionary budget amounting to perhaps 2 per
cent of the total budget, would have made all the diffei'eiice in what the
missioircould~accomtJish.®7 Tlie lesson may be getting through, bilateral
donors (particularly the UK’s DFiD) did provide a trust fund for the UN v5CLO<~i2Mission in Kosovo (UNMIK) in 1999, and the World Bank set one up for
the UN Transitional Administration in East Timor (UNTAET) the same
year.

Assistance to Whom?
The distinction between political aspects of a peace mission and economic
aspects is hardwired into thinking about peacebuilding and into analyses of
the role that economic actors and assistance do and should play. In fact, the
putatively economic actions of donors are highly political, with indepen
dent effects oii implementation.
The most obvious effect is from decisions about whom to assist. While
the idea that neutrality is a myth is gaining ground in the humanitarian
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community, economic assistance is still constrained either by the norm of
sovereignty governing intervention or by the rules of sovereign lending that
now dominate the international monetary system. Whether giving relief or
loans, donors need sovereign partners. This has several consequences.
Humanitarian organizations and bilateral donors enipower local actors by
their decision of whom to aid, whether the criterion is who appears most
like a government or which political parties and leaders they want to supDort and strengthen politically. The HTs must lend to governments, which
will be held responsible for meeting lomTconditions and eventually for
repayment. But the search for sovereign partners, or the delay while gov
ernments get established, introduces substantial delays into the delivery of
assistance and continues humSutarian relief long Beyond its constructive
role. To avoid these two problems, there is a growing resort to limit aid to
technical assistance, which is seen as apolitical (in the sense that it appears
notto be upeiil)^supporting one faction over another), but which takes the
form of salaries to expatriate advisers, not to local actors and projects.
Similarly, foreign donors increasingly seek out international NGOs to
implement projects where they do not trust either the politics or the capaci
ty of local governments. The result, again, is that a large proportion of the
actual assistance goes to salaries and overhead of the international NGOs,
not toTocafs in need of assis^ce. But iiTall case^die decisions about
whom to finance, whom to establish an aid relationship with, and whose
pre.farftn^ to consult have direct influence on the peace process and the
success of implementing the provisions of a peace agreement.
A second set of effects results from the fact that money is power and,
aside perhaps from infrastructural finance, is intended to influence behav
ior. Third-party assistance in implementation is a set of principal-agent
relationships in which external actors seek not only to assist parties to a
peace agreement but also to gain their compliance. A primary instrument of
leverage over parties’ behavior is through offers of assistance (or threats to
withhold assistance), and no aid is given without some conditions attached.
The ongoing debate about conditionality—to what extent and in what way
aid should be used as leverage over parties’ behavior—is based more on
assumptions about influence than on studies of actual effects. No one
doubts that there are effects, however.
The primary criticism-of-the policies of thsJEIs-giows out of their use
of economic conditionality—conditions such as agreed levels of wages,
prices, budget deficits, and sectoral expenditures (such as on the military or
on pensions) that must be met to receive each distribution of a loan—
because of the limits they impose on political flexibility, choice, and expen
ditures that may be necessary to building peace. A second criticism comes
from those who believe that economic assistance should be used as political
conditionality, to punish or reward political leaders for noncompliance or
compliance with provisions of their signed agreement, which is in conflict

Economic Priorities for Successful Peace Implementation

207

with economic or loan conditionality. The IFIs generally oppose political
conditionality for that reason, namely, that it is in violation of their legal
charters, their economic philosophy, the conditionality they impose, and the
efficiency and effectiveness of development plans. Some advocates go fur
ther in calling for peace conditionality, through which the enormous lever
age of the IFIs and the sums that they or other major donors control are
used primarily to nurture constituencies for peace by rewarding supporters,
punishing opponents, encouraging vacillators, and holding parties specifi
cally accountable to the terms of the agreement they signed.®^ in addition,
there is major disagreement about the best strategy for dealing with poten
tial spoilers.64 Should they be co-opted into the peace process, as UNTAC
attempted to do with the Khmer Rouge and the Lome Accords attempted to
do with Foday Sankoh in Sierra Leone, or should they be isolated, as
Western policy over the Dayton implementation chose to do with two
Bosnian Serb political parties and their leaders (the Serb Democratic Party
and the Serb Radical Party)? Even the identification of potential spoilers is
not immune from the political preferences of major external actors and
donors. But even economic conditionality requires political choices.
Leverage over the compliance of governments- by the IFIs, particularly of
the World Bank, is limited by their market relationship with borrowing
governments. They cannot lend if governments are not willing to sign off
on project loans that are proposed, while to succeed in a loan program, they
need to maintain good relations with the government. The danger of cozy
relations—including a government’s refusal to borrow for projects that
might aid its rivals or former enemies, to act in ways that would harm its
constituency, and to escape too much scrutiny over corrupt practices—is
one of the motivations behind those who call for explicit peace conditional
ity with IFI financing.
A third political effect of economic assistance is the choice of political
tactics by third-party implementers that result from what donors are willing
or not willing to fund in the first years. For example, the tendency to focus
their tactics on spoilers^av result from the lack of donor attention to insti
tutional capacity, although it may be a far better explanation of a leader’s
apparent refusal to comply than any strategic _ghotoe to obstruct an agree
ment, as the concept of spoilers assumes. If loral institutional capaciAis
not an explicit target of assistance in the first year or two of a peace agree
ment, a leader’s refusal to comply with specific aspects of the peace agree
ment may not be a choice. Whereas a peace mission may be present for
several years—say, between two and five—a leader calculates his political
survival over a longer period of time. Any admission that he does not have
sufficient power and authority to implement a task and obtain compliance
from his followers or citizens is a far riskier political step than appearing
strong by refusing compliance with outsiders. Similarly, doubts about the
commitment ^Uparties to a peace agreement have led donors and peace
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missions increasingly to emphasize bottom-up peacebuilding instead of
top-down, that is, projects that are part of a loan package to governments
but that emphasize local communities, NGOs, and popular participation as
ways of circumventing national leaders. One effect, however, is to com
pound the problem of weak capacity at the center and to delay the “owner
ship” that outsiders demand. Another is that punishment—isolation, with
holding aid, or circumvention—actually reduces one’s ability to influence

assessment of Bosnia-Herzegovina in early 1999, “implementation of
reconstruction programs has been most effective in those sectors (e.g. in
transport and energy) where priorities of donor assistance have been estab
lished jointly with the authorities.”®®
And while much attention in peace missions is now drawn to the prob
lem of avoiding aid dependency, or a “culture of dependency,” there is also
a risk of distortion from the timing and manner of the mission’s departure.
The precipitous departure of ONUMOZ in Mozambique—where a
“resource-intensive, high-profile operation engulfed Mozambique for two
years and then left as swiftly as it had come”—is much criticized for its
lack of regard for the effects of the rapid hand-over to locals.®'? Although
scholars of peacekeeping pay much attention to “exit strategies,” their cri
teria for exit (aside from political pressures for disengagement in troopcontributing countries) tend to be measures of progress along a list of
benchmarks in implementing the peace agreement. The effect on that path
of the exit itself, in its timing and its manner, does not enter calculations.
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behavior.

Distortions Induced by the International Presence
The very presence of an international peace mission, military forces, and
aid agencies has economic qgnsequences that are directly contrary to the
political goals of self-governance and economic and political sustainability.
This problem is rarely discussed, but it emerges vividly in every case study
for this project.
The first set of distortions are those introduced into local labor, hous
ing. and retail markets through the high salaries paid to expatriates and
international civil servants, the rapid jump in demand for local translators
and drivers, and the demand for local housing and services attuned to for
eign tastes and salaries. Because the new peacetime governments cannot
compete with the international organizations^hTthe salaries offered, they
find it difficult to attract the best professionals to government employment
and public services, which delays local capacity- and institution-building
further. In time, many locals employed as translators and drivers progres
sively lose their skills because they are not practicing their profession. The
high prices paid foFTiousing and food crowd out locals, while internationals
do not consume enough locally to stimulate and sustain businesses.
A second set of distortions comes from the interaction between interna
tional and local actors in the peace process. The visibility of expatriates in
their white foreign vehicles, eating at expensive restaurants reoriented to
foreign clients, and buying in privileged, subsidized stores generates^
greater local resentment over economic hardships. The relative cost of an
international presence—for example, $1 million a day for the UN
Operation in Mozambique (ONUMOZ), $4-5 billion a year for the Dayton
implementation in Bosnia-Herzegovina for the military deployment
alone—^provokes doubts about priorities when evidence regarding success
tends to emphasize the importance of local initiative. For example, in
Mozambique, the international mission concluded that where locals took on
the tasks of return, reconciliation, and reconstruction themselves, the result
was more durable. Robert Chavez, resident representative of the World
Bank in Mozambique during ONUMOZ, warned that relief agencies need
to be more sensitive to the contribution of society to reconstruction and not
try to impose too much order on the process.”®^ According to a World Bank
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Conclusion: The Need for a New
Economic Strategy for Peace Implementation
The economic strategy behind the implementation of peace agreements has
been adapted from other purposes, and not designed explicitly for ending
civil wars. Increasing criticism of the consequences, particularly the con
flict between the priorities and tactics of the political mission and those of
the economic actors, during the second half of the 1990s led to substantial
efforts by donors to seek lessons and make improvements. The primary
result has been to add new financing instruments for peace-related activi
ties, such as for elections, police reform, and de-mining, and supplementary
projects such as arms-for-land or trust funds for core and recurring budget
ary expenditures.®^ New financial facilities also aimed at gaining flexibility
on IMF restrictions, while increased coordination among donors in the field
and between the main officials in the economic and political tracks became
the common denominator of reform.
None of these responses addresses the differences in approach, priori
ties, and tasks that do or do not get fimded. The fact that so little evaluation
takes place of the impact of assistance on peace tasks makes it very diffi
cult to demonstrate why and how these reforms misunderstand the problem.
Moreover, the selective interest of outsiders in postconflict cases means
that even these remedies will not be available in many countries. There is,
however, substantial fragmentary evidence from actual cases of what does
not work and what needs to be changed. This evidence does not point
toward larger resources in most cases, but toward the need for a strategy
appropriate to the task that would, inter alia, promote far more efficient use
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of resources and greater likelihood of success. Indeed, the examples of
Bosnia-Herzegovina and Palestine suggest that too much money and too
assertive an international presence may be counterproductive, just as the
lessons drawn from the 1996 World Bank study of Bank-financed demobi
lization and reintegration programs in Africa were that low-cost solutions
may be more effective than costly interventions, if one is sufficiently
attuned to local context and culture.^^ But as James Boyce and Manuel
Pastor write, “unless the peace process is allowed to reshape economic pol
icy, both will fail.”'^o The vested interests in technical knowledge and in
organizational autonomies and jurisdictions appear to be standing in the
way of the substantial rethinking and collaborative design that would inte
grate both political and economic aspects into a peace strategy, building on
the actual experience of peac^ missions and their lessons such as the five
discussed above. The high proportion of failures (or political stalemates
and worsening economic conditions) in current experience would seem to
demand as much.'^*
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8
The Role of
Postsettlement Elections
Terrence Lyons

fone^lY.Ml cashes of negotiated settlements of civil wars, elections have
been designated in the peace accord as the mechanism for endingli^transition from
to peace. J As a crucial part of a peace process, such elections
the civil war and contribute to sustainable peacebuUding.
At the same time, postconflict elections“attempt to instill democracy "Bv
enshnnu^ew political institutions and rules of competition. FoESFuitCTnatioimrcojnmunity, posisettiement elections serve as symbolic md^ts
for the high-profile peacekeeping or peace implementation phase ofTheir
involvement. Christopher Clapham suggests that in the post-Cold War era
the terms of a peace agreement have “to meet the moral exnectatmn. of
diose who media^, ^ who would in turn be required to guarantee its
implementetion.”2 In cases where civil war coincided with state, collapse,
the return of a “normal” recognized government allows international finan
cial institutions and bilateral donors to begin makingl5'ans tor rP.r.nnctm,'.
tion. Postsettlement elections thwe^ try to advance multiple and often
contradicto2_gods both within the state in question and forthe^SiieHiaHonal community.
Such elections carry a tremendous burden. They are called upon to settle the contentions issues of internal and external legitimacy and musTbe
organized under the difficult circumstances nf .societal disorder general
msecunty, and institutional breakdown—conditions, according to comp~^ative studies of democracy, that seldom favor democratic transition.^ Yet
Aere seem to be few options other Aan elections to organize Ae transition
from war to peace. Moreover, as demonstrated in Ae case studies of Ais
project, Ae abili^ of postsettlement elections to serve these miiltiplp: mipc
is^^ed, with more successes than the literature on democracy would
predict.
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