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Foreword

The IS Academy ‘human security in fragile states’ started in 2009 with the aim to better
understand processes of socio-economic recovery and the roles of formal and informal
institutions under conditions of state fragility. This report analyses international policy trends
relevant to this topic.

The report was commissioned to Anette Hoffmann of Clingendael’s Conflict Research
Unit. She has analysed key documents and interviewed policy stakeholders to identify
major trends and issues. Anette finds that policies geared to economic development in
fragile settings on the one hand, and peacebuilding policies on the other, are increasingly
converging, yet continue to show major differences in the ways problems are framed and
solutions are proposed.

The convergences and differences in policies are exemplified in this report with an analysis of
how policies deal with livelihoods, jobs and resilience; with the roles of local entrepreneurs
and external economic actors; and with the ways in which institutions and elite pacts shape
socio-economic development.

These three issues have been prominent in IS Academy research and the current report
provides us with many insights that allow us to position our theoretical and empirical
work in relation to policy. The IS Academy has a major objective in offering knowledge that
enables learning for policy and practice. This report offers us the backgrounds, trends and
contradictions in the policies we want to dialogue with.

The policy review brings out the potential gains of systematically dovetailing policies in the
peacebuilding and economic development domains, in order to develop policy that is well-
grounded in the social, political and economic realities in fragile settings. As such, it provides
an important contribution to the broader discussion on peacebuilding and economic
development.

Dorothea Hilhorst
Director IS Academy Human Security in Fragile States






Executive Summary

The last decade has witnessed the emergence of numerous policies seeking to improve
people’s well-being and economic development in places that have come to be labelled as
fragile: environments that are affected by or prone to violent conflict, or both. What are the
major arguments, assumptions and trends that characterise these policies and what are the
main issues on which they differ?

These are the questions the IS Academy Human Security in Fragile States' sought to explore
—in its final year — by commissioning a policy review of international and Dutch policies on
socio-economic development in fragile settings. The aim of this review was to discern gen-
eral patterns and trends and to identify key issues around which much of the current policy
debate revolves.

Based on desk research and interviews with 15 policy experts, a number of influential Dutch
and international policy documents were selected, analysed and compared in terms of their
primary policy goal, problem analysis and proposed policy response. The general trends
emerging from this review provided the framework for subsequent discussion of key issues
that are likely to remain high on the policy agenda in the coming years.

Dutch policies

Among selected Dutch policy documents, the Fragile States Strategy for 2008-2011 (Policy
note of November 2008, Security and Development in Fragile States, The Netherlands’ Strategy
2008-2011.) was identified as the only Dutch policy document that addresses the complexity
of socio-economic development in fragile settings in an integrated manner. Policy responses
offered by other policies are much narrower. Whereas the security and rule of law policy?
focuses exclusively on public-driven socio-economic development, the growth-oriented poli-
cies® combine a market-driven strategy with a foreign investment promotion angle, without
specifying how this approach will respond to the particular challenges of fragility.

International policies

The United Nations (UN), the Organisation for Economic Cooperation and Development
(OECD), the International Dialogue on Statebuilding and Peacebuilding (ID) and the World
Bank (WB) have all played an important role in forging consensus on a number of issues that
are critical in supporting socio-economic development in fragile settings.

With its three-track-approach to post-conflict reintegration, the UN has provided a framework
to promote the critical link between early recovery and longer-term socio-economic develop-

1 The IS Academy stands for International Cooperation (Internationale Samenwerking) and is a cross-sector research project between acade-
mia, development organisations and policy-makers sponsored by the Netherlands Ministry of Foreign Affairs.

2 Spearhead Policy on Security and the Rule of Law of 21 May 2012.

3 Notably, the policy letter of 30 September 2013 on Entrepreneurship for Development: Investing in Sustainable and Inclusive Growth, the policy let-
ter of 4 November 2011 on Development through Sustainable Entrepreneurship, and the policy note of April 2013, A World to Gain: A New Agenda
for Aid, Trade and Investment.



ment — a framework that has been widely adopted by UN agencies, notably by the United Na-
tions Development Programme (UNDP) and the International Labour Organization (ILO).

The OECD and the ID, in turn, have widened and deepened our understanding from classical
post-conflict situations to the more structural factors of fragility and its multiple interactions
with socio-economic development. A particular achievement is the increased ownership of
18 fragile state governments determined to assume greater responsibility for international
development efforts in their countries. These countries have called upon their development
partners to adopt a new way of development cooperation that conceives all interventions in
line with peace and statebuilding goals and engages the private sector in policy design and
implementation.

Finally, the World Bank with its influential World Development Report on Conflict, Security, and
Development (WDR, 2011) has created momentum for greater international agreement with
regard to the three priority areas (security, justice and jobs) and the form of engagement.
While the call for a focus on jobs rather than on service provision has been widely absorbed
by international and bilateral socio-economic development policies, this policy review sug-
gests that the actual paradigm shift introduced by the report relates to its central message:
that the particularity of fragile settings and the peculiar challenges to socio-economic devel-
opment in those environments are deeply political in nature.

The ability and readiness to recognise and carefully engage with informal power networks
and entrenched systems of patronage will ultimately decide the longer-term success or fail-
ure of socio-economic development and the transition from fragility to resilience. This will
require a shift away from technocratic approaches to a politically informed and sensitive en-
gagement.

Converging trends

The comparative analysis comes to the conclusion that the policies under review essentially
stem from two distinct policy fields that can broadly be attributed to the spheres of economic
development on the one hand and peacebuilding on the other. Furthermore, policies from
these two fields are found to be undergoing a converging trend. While in the past they devel-
oped largely independently from one another, the complexity of fragile settings has prompted
their mutual rapprochement.

Policies, primarily aiming at stabilisation and peace-building increasingly take account of and
seek to address economic factors of conflict and fragility. UN policies on reintegration and
economic recovery 4 and the Dutch Fragile States Strategy (2008-2011) illustrate this trend.
These policies also show increasing awareness of the risk of market distortion and of the
need to link short-term results to more sustainable economic prospects. Finally, peacebuild-
ing policies demonstrate greater readiness to engage the private sector. The New Deal for
Engagement in Fragile States exemplifies this trend and more explicitly the Busan Partnership

4 Notably, the United Nations Policy for Post-Conflict Employment Creation, Income Generation and Reintegration (2009) and the United Nations
Development Programme’s Livelihoods and Economic Recovery in Crisis Situations (2013).



agreement calls for innovative partnerships with private businesses for more effective forms
of engagement.

Economic growth-oriented policies, in turn, have started to pay greater attention to the mul-
tiple interactions of political and economic interests and incentives that drive fragility. For
example, the World Bank in its 2011 WDR points to the risk that issues like unequal access
to and distribution of wealth can be easily reinforced by economic development policies if
carried out in a business-as-usual manner. To avoid exacerbating tensions, economic inter-
ventions should be based on a thorough understanding of the political marketplace, and de-
signed, implemented and monitored in a conflict-sensitive manner. This requires a shift from
working in fragile settings to working on issues of fragility.

In principle, the rapprochement of these two policy fields on the topic of socio-economic de-
velopment in fragile settings has unleashed significant potential for leveraging complemen-
tarities and comparative strength, hence preparing the way for more systematic joined-up
policies and partnerships. Closer cooperation, rather than total convergence, of peacebuild-
ing and economic development will be critical in addressing the complex factors that make
certain regions fragile.

Key issues in current policy debate

To date, competing definitions and priorities seem to prevent this potential from unfolding.
However, what may appear as competing discourses on jobs and livelihoods, local and exter-
nal economic actors, and institutions and elite pacts, in fact offers the necessary ingredients
for a comprehensive approach to promote socio-economic development in fragile settings.

There are compelling arguments for continued attention to livelihoods in
future policies.

First, while the focus on livelihoods in their multiple facets has been and continues to be a
defining theme and approach in UN policies, notably by the UNDP and ILO, the concept has
largely been absent from the influential WDR. Yet, analysis from this research concluded that
despite the obvious shortcomings of the concept, there are compelling arguments for contin-
ued attention to livelihoods in future policies. What may be emphasised as a limiting factor —
its natural focus on households and the community level — is in fact its comparative strength.
If complemented by other analysis frameworks at higher institutional level (e.g. resilience),
the livelihoods approach, with its tools and systems, could play a critical role in gathering the
much-needed empirical evidence on how fragility impacts on households and to what extent
socio-economic strategies are successful in countering this impact.

The apparent contrast between enthusiasm for foreign investors and growing
readiness to support local economic actors who operate below the radar of

formal regulations is not an ‘either/or’ matter.

Second, the apparent contrast between a mounting enthusiasm to welcome foreign investors



to the scene of development and peace and the growing readiness to extend support to those
local economic actors who operate below the radar of formal regulations is not a matter of
‘either/or’. A better understanding of both actors bears relevant insights into the trade-offs of
economic efficiency in contexts of fragility and high risk and into (economically less efficient)
local coping strategies that can foster resilience. In the end, conflict-sensitive socio-economic
development will require both the resources and commitment of external economic actors
and their embedment in the local economy.

The actual paradigm shift of the 2011 WDR consists in its elaborations on the
prevalence and significance of elite pacts and power networks

Third, what this review unpacked as the actual paradigm shift of the 2011 WDR consists in its
elaborations on the prevalence and significance of elite pacts and power networks that shape
or undermine the formal and informal institutions in fragile societies. Whereas the report’s
general emphasis on the importance of functioning, inclusive and impersonal institutions
has travelled with ease into all policy documents, these more challenging acknowledgements
of highly political interdependencies and the call to engage with so-called ‘inclusive-enough’
coalitions are largely neglected in the policies reviewed. While donor policies generally rec-
ognise the complexity of fragility and commit to thorough political economy analysis, the
implications of such analyses are yet to translate into politically informed and sensitive ap-
proaches.

The key to overcoming the political, practical and organisational obstacles likely to hamper
this process may lie, once more, in a better understanding of the comparative advantages of
different policy domains and greater readiness to partner-up with other policy communities
and implementing organisations that are better equipped to do the job. Indeed, there is a
difference between acting upon a sound understanding of internal political affairs and actual
interference. Understanding and using political insights may not necessarily require exceed-
ing one’s mandate. Rather, a better understanding of the incentives and opportunities of lo-
cal actors will help to decide how to focus and design interventions in fragile situations more
effectively. Insights into the political economy of state- and peace-building will further help
to decide when and where it is appropriate for socio-economic development actors to refrain
from providing support and/or partner up with other organisations that are better equipped
to carry forward the political dialogue.

Ingredients for a comprehensive and balanced approach to socio-economic
development in fragile settings already exist and have complementary
strengths.

Evidence from the policies reviewed for this study suggests that the ingredients for a com-
prehensive and balanced approach to socio-economic development in fragile settings already
exist and have complementary strengths. The question now is whether these new insights
are taken forward in more systematic collaboration between policy-makers of both the peace-
building and economic development domains. Future research can encourage and guide
such collaboration.



Introduction

In recent years, the issue of socio-economic development and job creation has taken centre
stage in international thinking on conflict and peace. In various policy domains, efforts are
undertaken to more systematically address the interdependence between socio-economic
development and peacebuilding, with greater awareness of the political and economic factors
involved. Overall, these trends are part of a broader paradigm shift that commands a deeper
understanding of the multi-layered nature of fragility and hence the need for multi-sectoral
and conflict-sensitive approaches to respond more effectively to the complex challenges at
stake.

Since the start of the Internationale Samenwerking (International Cooperation — IS) Academy
Human Security in Fragile States in 2009, this paradigm shift has taken shape: international
flagship reports such as the 2011 World Development Report on Conflict, Security and Develop-
ment (WDR, 2011) have ushered in a period of policy reforms and refinement, resulting in
new policy documents on how to foster socio-economic development in fragile states or,
from a governance or peacebuilding angle, on how to integrate sustainable economic devel-
opment as an essential component in state- and peacebuilding processes.

With the ultimate aim to increase both the policy relevance of research and the quality of
policy-making in the field of international cooperation in fragile environments,s the IS Acad-
emy has conducted in-depth research ‘to better understand processes of socio-economic
recovery and the roles of formal and informal institutions under conditions of state fragility’.¢
These efforts have been undertaken in a cross-fertilising exchange with academia, NGOs,
policy-makers and the private sector. In its last year of operation, the IS academy decided to
commission a review of Dutch and international policies on socio-economic development

in fragile settings in order to identify common policy trends and present key issues around
which much of the present policy discourse revolves.

Objective and scope of research

This report presents a review of selected Dutch and international policy documents dealing
with socio-economic development in fragile and conflict-affected environments. The twofold
aim is to:

5 www.rijksoverheid.nl/bestanden/documenten-en-publicaties/brochures/2010/11/09/achtergrondinformatoe-is-academie/is-academie.pdf
6  www.wageningenur.nl/en/Expertise-Services/Chair-groups/Social-Sciences/Humanitarian-Aid-and-Reconstruction/Research-1/IS-Academy-
Human-Security-in-Fragile-States.htm
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« discern general patterns and trends, and
« identify key issues that are taken up and presented in different ways in various policy
circles.

More specifically, the review seeks to identify those arguments that have found their way

into major policies and uncover the nuances and underlying assumptions that either gained
prominence or got lost in the policy-making process. Lastly, this review aims to offer some
explanations with regard to the prevalence of certain themes, their underlying assumptions
and nuances, their likelihood of remaining high on the agenda in the future, and the absence
of other related topics.

As the initiator and major funder of the IS academy and a targeted user of this research, poli-
cies issued by the Netherlands Ministry of Foreign Affairs receive special attention in this
report. Policies of other bilateral donors were not systematically reviewed and are used for
illustrative purposes only.

Methodology

While policy research explores ‘a fundamental social problem in order to provide policy-
makers with pragmatic, action-oriented recommendations for alleviating the problem’ (Ma-
jchrzak, 1984: 12), this policy review started by analysing existing policies and tracing some
of the ways in which certain ideas about, and interpretations of, social problems relating to
fragility, socio-economic development and peacebuilding have influenced policy-making at
various levels.

First, influential policy documents were selected for review based on desk research and in-
depth interviews with experts (see Annex A for a list of interviewees). These documents were
reviewed to identify their commonalities and differences and discern common trends (see
Annex B for a full list of documents reviewed). Finally, three key issues emerging from the
interviews and review were discussed at a workshop with experts from the Netherlands Min-
istry of Foreign Affairs and non-governmental organisations (NGOs).?

Defining the key concepts

In recent years, the international discussion around fragility, conflict, state- and peacebuild-
ing has developed a deeper understanding of environments that have experienced violent
conflict (the typical post-conflict countries) or are prone to crisis, or where both are true. Tak-
ing into account the fact that more than half of current conflicts occur in countries that have
recently resumed civil war (Collier, 2004: 2), and that social unrest may grow and evolve into
broad-based violence in otherwise stable countries (as demonstrated by the Arab Spring), the
conventional policy focus on ‘post-conflict countries’ has been broadened to ‘fragile states’.
Moreover, the significance of global and regional factors (e.g. climate change, transnational
organised crime) and the recognition of pockets of fragility in generally stable countries have

7  The workshop took place on 24 June 2014.
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prompted international discussion to explore fragility beyond the categorisation of states
(Graevingholt, 2012: 1). As a result, fragility has come to be understood less as a state typol-
ogy, and more as a combination of conditions that together can prevent a political, economic
and social system (at regional, state or community level) from coping with external or inter-
nal stresses in a non-violent manner (Putzel/DiJohn, 2012: ii). These conditions essentially
involve weak or illegitimate state institutions that lack the ability or willingness to manage ex-
ternal or internal conflicts, making the outbreak of violence more likely (DFID, 2005; OECD,
2007). In this review, the term ‘fragility’ implies this combination of factors and, where ap-
propriate, ‘fragility’ and ‘conflict’ are used interchangeably.

Socio-economic development is commonly defined as the relationship between economic ac-
tivity and social welfare. It implies continuous improvement in people’s wellbeing and stan-
dard of living, including access to quality education, better healthcare, decent housing, safe
drinking water and good sanitation, as well as equitable distribution of the nation’s wealth.?
In this review we focus on the latter, partly because of a need to limit the scope of this review
but also because current policies increasingly recognise the significance of wealth distribu-
tion and economic development more broadly in conflict resolution and peacebuilding. The
2011 World Development Report (WDR, 2011) exemplifies this emphasis on economic oppor-
tunities and a shift away from a focus on basic services such as education and health.

Report structure

The report is structured in three parts, each addressing a set of specific research questions.
Following this introduction, Chapter 2 discusses and compares a selection of Dutch and
international policy documents and reports that have influenced and continue to influence
current policy-making in the sphere of socio-economic development and peacebuilding. It
concludes with an analytical framework that captures the more general trends.

Chapter 3 elaborates on a number of key issues emerging from current debate around socio-
economic development in fragile settings and which are likely to remain high on the policy
agenda in the coming years. The report concludes by highlighting the major findings of this
review.

8  This is how NEPAD, the New Partnership for Africa’s Development defines socio-economic development (http://www.aprmzambia.org.zm/
sd.html).
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Review of policy documents on
socio-economic development in
fragile settings

The aim of this chapter is to identify the commonalities and differences in a selection of
Dutch and international policies, and to discern general patterns and trends in how they re-
late socio-economic development to fragility and conflict.

Each policy is based on a certain understanding of the social problem it seeks to address,
and it is this understanding that usually shapes the response outlined in the corresponding
policy document — i.e. different definitions of a problem will lead to different solutions being
proposed. Conversely, each policy-making body’s predefined responsibilities and mandates
predetermine the way in which they look at complex realities and explain their preference for
one analysis over another (Majchrzak, 1984).

This policy review illustrates this rule of thumb. A ministry’s economic department will ap-

proach the field of socio-economic development in fragile states differently than the depart-

ment dealing with peacebuilding. Similarly, the World Bank’s (WB) analysis of the socio-

economic dimension of conflict and peace will differ from that of the United Nations (UN).

To understand those differences and discern potential overlapping trends, this policy review

compares a small selection of policy documents by exploring:

1. each policy’s primary goal

2. how each policy deals with socio-economic development in fragile settings in its problem
analysis and how it links socio-economic development to issues of fragility and conflict

3. how each policy’s suggested responses/recommendations use the link between socio-
economic development and factors of stability and peace.

2.1 Dutch policies on socio-economic development in fragile
settings

The theme of socio-economic development in contexts of fragility features in various Dutch
policy documents addressing the topic from different angles and, to some extent, towards di-
vergent primary objectives. This section offers a review of selected Dutch policy documents.
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Dutch policy documents reviewed ° categorised by their primary objective

Primarily aimed at stabilisation

« Policy note of November 2008 Security and Development in Fragile States, The
Netherlands’ Strategy 2008-2011. The Fragile States Strategy (FSS)™

« Letter of 21 May 2012 from the Minister of European Affairs and International
Cooperation and the Minister of Foreign Affairs to the House of Representatives
on Security and the Rule of Law. Spearhead Policy on Security and the Rule of
Law (S&Rol)

« Beleidsreactie IOB Evaluatie (n. 379) ‘Investeren in Stabiliteit: Het Nederlandse
fragiele Statenbeleid doorgelicht’ (Policy reaction to evaluation ‘Investing in
Stability’). October 2013 (DSH-782/2013)

Primarily aimed at sustainable economic growth

« Letter of 30 September 2013 from the Minister of International Trade and
Development Cooperation to the House of Representatives on Entrepreneurship
for Development: Investing in Sustainable and Inclusive Growth (EfD)

o Letter of 4 November 2011 from the Minister of Economic Affairs, Agriculture and
Innovation to the House of Representatives on Development through Sustainable
Entrepreneurship (DtE)

« Policy note of April 2013 A World to Gain: A New Agenda for Aid, Trade and
Investment (WtG)

Overall policy goals

The policies reviewed aim either at stability and peace or at sustainable economic growth,
depending on which ministry or government department produced them. While the Fragile
States Strategy (2008) and Spearhead Policy on Security and the Rule of Law (2012) primarily
seek to re-establish stability and human security in fragile environments,11 the policy letter
on Entrepreneurship for Development: Investing in Sustainable and Inclusive Growth (2013), its
predecessor the policy letter Development through Sustainable Entrepreneurship (2011), and
the most recent policy document, A World to Gain (2013) are essentially aimed at promoting
sustainable economic growth.

The difference between these policies’ primary objectives reflects the distinct mandates of
the institutional department responsible for producing them — i.e. the department for Stabili-
sation and Humanitarian Aid (DSH) and its predecessor the Fragility and Peacebuilding Unit
(EFV), and the Department for Sustainable Economic Development (DDE) respectively.

9  The author is aware, that despite applying a combination of criteria, the selection remains to some degree based on personal judgement. De-
pending on how much weight is given to a certain dimension of socio-economic development, other policy documents might have suggested
themselves, e.g. the Letter to Parliament of the Spearhead Food Security or the earlier policy letter on Agriculture, Rural Development and Food
Security.

10 The abbreviations for each policy document are provided in brackets and will be used for easy reference in this chapter only.

11 Fragile States Strategy: ‘In fragile states the challenge is to improve the security of the population under difficult circumstances. The ultimate
aim (...) is to protect people from conflict, so that the rule of law functions properly, human rights are upheld and basic services are delivered’
(FSS, 2008: 8). Spearhead Security and the Rule of Law letter: ‘the Netherlands seeks to contribute to security and the rule of law in developing
countries by tackling the underlying causes of conflicts, instability and exclusion and, from the viewpoint of human security, supporting posi-
tive forces in society’ (S&RoL, 2013: 5).

12 The major aims articulated in A world to Gain are ‘to eradicate extreme poverty in a single generation, sustainable, inclusive growth all over
the world and success for Dutch companies abroad’ (WTG, 2013: 6). The policy letter Entrepreneurship for Development adopts these goals
(EfD, 2013: 4) and fleshes out their policy implications.



The Fragile States Strategy, however, represents a compelling example of an integrated ap-
proach. Its focus and scope appear to have been largely defined by the complex needs of a
fragile context, rather than pre-determined by a particular policy perspective (or ‘spearhead’).
Indeed, this policy is centred on a comprehensive approach to the particular difficulties en-
countered in fragile settings, which require both stability and economic growth. While the
other policies’ focus on spearheads or specific policy themes might help the Netherlands’
government to yield greater leverage and visibility, such pre-categorisation of policies risks
undermining the complexity of the challenges at stake.

Comparing the titles of the two recent policy letters sent to Parliament on the subject of eco-
nomic development, the primary goal appears to have shifted from development to entrepre-
neurship. Whereas the 2011 letter is entitled Development through Sustainable Entrepreneur-
ship, the reversed order of words (and the removal of the adjective ‘sustainable’) in the 2013
letter, Entrepreneurship for Development, seems to mirror a new prioritisation which reflects

the different role each of the documents gives to Dutch companies. In the 2011 policy, coop-
eration with Dutch companies is presented as a means to promote local economic growth
more effectively.” In the 2013 policies (Entrepreneurship for Development and A World to Gain),
the promotion of Dutch companies, including in fragile settings, is no longer simply a means
but one of the overarching objectives.™

These differing goals and viewpoints help to explain the different ways in which the policies
define the link between socio-economic development and fragility, both in their problem
analysis and in their policy response.

Problem analysis: Linking socio-economic development to conflict and fragility

In general, comparison of policies developed under the distinct ‘stabilisation’ and ‘sustain-
able economic development’ departments leads to the conclusion that they approach the
relation between development and fragility differently.

In the economic growth-oriented policy documents, conflict and fragility are repeatedly pre-
sented as a threat to both local economic development and international trade (WtG, 2013:
4 and 17, EfD, 2013: 5). Various dimensions of socio-economic fragility are specified. Most of
these can be summarised as a lack of capacity: deficient economic governance, lack of finan-
cial infrastructure, extremely low skills among the labour force, and unclear land rights (EfD,

2013: 5).

Commonly, definitions of state fragility involve a combination of both a government’s inca-
pacity and unwillingness to create favourable conditions for development to all its citizens
(OECD/DAC, 2007; DFID, 2005). Interestingly, however, the Entrepreneurship for Development
letter describes issues of unequal distribution as governments’ ‘incapacity’ to distribute
evenly the wealth their countries are able to create. Governments’ possible unwillingness to
provide services or distribute wealth is not part of the analysis.

13 Development through Sustainable Entrepreneurship: ‘The policy in particular targets small entrepreneurs and farmers who do not automatically
have access to land, financial services, knowledge and markets. In context, partnerships with the (Dutch) private sector are increasingly
forged (...) because they dispose of knowledge and skills for solutions {...) for problems in developing countries’ (DtE, 2011: 1-2, translated by
the author).

14  See footnote 12 for respective quotes.

15 ‘Furthermore, low income countries and fragile states often are unable to distribute the profit earned with trade and investment in an equit-
able fashion.” (EfD, 2013: 5, translated by the author).
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The two policy letters, Development through Sustainable Entrepreneurship and Entrepreneurship
for Development, stress that instability prevents firms from investing (EfD, 2013: 4) and hence
from benefiting local populations. However, whereas the 2011 policy focuses primarily on lo-
cal economies and local entrepreneurs, including the informal sector,’ the 2013 policies have
a much stronger focus on the Dutch economy, presenting fragile settings as a threat as much
to international and Dutch economic interests as to local economic development: fragility
obstructs regional and global integration, for instance by disrupting global value chains and
thereby negatively affecting local and Dutch prosperity (EfD, 2013: 5).

Indeed, in the 2013 economic policies, international trade and investment are entrusted with
the potential to produce sustainable and inclusive growth. Apart from fragility, no other ob-
stacle (arising, for example, from exclusive access to markets, rent-seeking monopolies or ex-
ploitative labour practices) that might prevent this growth from benefiting local populations
more broadly is mentioned. In simplified terms, the logic of the argument is: Conflict leads to
economic stagnation, which in turn leads to poverty and international security threats. In oth-
er words, the problem analysis looks primarily at socio-economic consequences of instability
and conflict and only marginally at potential socio-economic causes of fragility and conflict.

The Fragile States Strategy offers a more detailed problem analysis, referring to the multiple
political, economic, ethnic, cultural and political causes of conflict and drawing a more nu-
anced picture of the various socio-economic factors of fragility, including unemployment, the
unequal distribution of wealth, and competition over natural resources (FSS, 2008: 5). Simi-
larly, the Security and the Role of Law policy letter identifies ‘high levels of unemployment and
unequal opportunities’ as potential sources of conflict, alongside illicit forms of economic
activities (S&RoL, 2012: 5 and 17).

Comparing these two policies, the 2008 strategy pays greater attention in its problem analy-
sis to the potential harm that interventions aiming at stabilisation or economic growth can
do by benefiting only one part of the population (e.g. ex-combatants) and neglecting others.
More generally, the policy acknowledges the inherently political nature of economic develop-
ment by concluding that: ‘not everyone will benefit from the creation of new economic oppor-
tunities’ (FSS, 2008: 17).

Both documents also refer to the constraints that fragility poses to economic activities,
particularly to the international private sector. In fact, a strong point is made in all of the
documents reviewed about the threat that fragile states pose to the Netherlands, not only
by affecting its own security through cross-border terrorism, refugee flows and international
crime, but also by disrupting Dutch investments in and export of raw materials from those
places (FSS, 2008: 8). Linking the security concerns of people in fragile states to financial
return losses in high-income countries may appear inappropriate. However, the motivation
to establish this link needs to be understood against the backdrop of shrinking development
budgets and the international financial crisis, when donor governments, including the Neth-
erlands’, have increasingly come under pressure to justify the benefits of development coop-
eration.

16 See (DtE, 2011: 1): ‘The policy in particular targets small entrepreneurs and farmers who do not automatically have access to land, financial
services, knowledge and markets.’ Policy response: ‘In those (fragile) states the focus will be in particular on small, informal enterprises,
because larger formal companies hardly exist.” (DtE, 2011: 4, translated by the author).
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Overall, whereas the growth-oriented policies prioritise the daunting socio-economic conse-
quences of conflict in their description of the problem, the stability-focused policies appear
to pay more attention to the socio-economic causes and triggers of conflict, without, how-
ever, neglecting the negative impact that conflict and fragility can have on a fragile state’s
economy as a whole.

Policy response: socio-economic development, stability and peace

Whether primarily aimed at stability or economic growth, in one way or another all the Dutch
policy documents under review establish a link between socio-economic development and
stability and peace. As expected, each of these policy responses mirrors its own understand-
ing of the previously established correlation between socio-economic development and con-
flict. Overall three different types of policy response can be distinguished:

1. Public-driven socio-economic development policies aim to generate quick, visible out-
comes (‘peace dividend’) and are targeted at vulnerable groups (e.g. ex-combatants)
and at the local level (e.g. the rebuilding of community infrastructure and public works
schemes). A major challenge remains the sustainability of the results achieved through
those strategies that generally pay less attention to the creation of functioning institutions
and an enabling environment. This type of socio-economic development features promi-
nently in the Security and the Rule of Law policy and the Fragile States Strategy.

2. Market-driven local socio-economic development policies aim to generate market-led sus-
tainable growth. They are targeted simultaneously at local, institutional and policy levels
by promoting small and medium enterprises, building the capacities of key market institu-
tions and creating an enabling business environment. Here the challenge is adapt those
policies to the peculiarities of fragile settings, an effort thus far only undertaken by the
Fragile States Strategy. The economic growth oriented policies, in turn, fully embrace this
policy option, but remain silent on how to target fragility.

3. Socio-economic development through external actors aims to spur economic prosperity
for international and local entrepreneurs alike, for example through the support of Dutch
companies doing responsible business in fragile states. What remains less clear, however,
in this enthusiasm to make the combined trade, investment and development agenda
work in fragile settings, is how Dutch investment and trade will contribute to greater sta-
bility and development: by pointing out that investments in those countries will make a
relatively significant contribution to development (EfD, 2013: 19 ff.), the link between in-
vestment, fragility and peaceful development is presumed rather then explained.



Figure 1: Trends in Dutch policies
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Two conclusions can be drawn from the comparative analysis of Dutch policies: First, the
Fragile States Strategy is the only policy that embraces all three types of policy response.’” The
more recent spearhead letter on Security and the Rule of Law and the economic growth-orient-
ed policies offer narrower policy responses that contain only one or two of the three types of
policy response: The Security and the Rule of Law policy exclusively concentrates its socio-eco-
nomic development efforts on the creation of a peace dividend and thereby falls short of ad-
dressing the urgent need to link temporary solutions to sustainable economic development.
The economic growth-oriented policies, in turn, largely neglect the specific requirements of
vulnerable groups and the need for quick and visible results.

Second, among the economic growth-oriented policies, the role of external economic actors
has gained some strength at the expense of local market development. The following section
aims to demonstrate how these developments can be understood against the backdrop of
international policy trends.

2.2 International policies on socio-economic development in
fragile settings

To place the discussion of Dutch policy in perspective, this section looks at three prominent

strands of international policy-making:

« the influential 2009 UN Policy for Post-Conflict Employment Creation, Income Generation
and Reintegration

« the 2013 United Nations Development Programme (UNDP) Livelihoods and Economic Re-
covery in Crisis Situations

17 Although the Fragile States Strategy should still be understood as the foundation of the more recent and less comprehensive spearhead letter
on Security and the Rule of Law, interviews with policy-makers of the respective department suggest that current policy-making is geared
towards a much narrower understanding of socio-economic development, essentially promoted as the provision of a peace dividend. This
entails quick and tangible, but largely temporary, economic opportunities and the lack of longer-term economic prospects.
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« the Development Assistance Committee of the Organisation for Economic Co-operation
and Development (OECD-DAC)’s International Network on Conflict and Fragility (INCAF)
along with the International Dialogue on Peacebuilding and Statebuilding

« the World Bank’s World Development Report 2011 on Conflict, Security and Development.

UN Policies

UN policy documents reviewed

« United Nations Policy for Post-Conflict Employment Creation, Income Generation
and Reintegration (2009)

« United Nations Development Programme: Livelihoods and Economic Recovery in
Crisis Situations (2013)

Overall policy goals

In post-conflict settings, the UN is responsible for coordinating humanitarian assistance, with
UNDP taking the lead on early recovery (UN, 2006: 15 ff.). Although socio-economic develop-
ment has always been part of early recovery, the UN approach used to ‘tacitly emphasise im-
mediate stability over sustainable peace’ (ibid.) whereby symptoms rather than root causes
were primarily addressed. However, this is changing.

The UN Policy for Post-Conflict Employment Creation, Income Generation and Reintegration,
published in 2009, provides a common framework for UN actors working on topics linked to
employment or reintegration in post-conflict countries with the overall objective to improve ef-
fectiveness of employment support provided in those environments. The UNDP drew on this
policy to develop its own 2013 guide, the Livelihoods and Economic Recovery in Crisis Situations.

Problem analysis: understanding the link between socio-economic development and
fragility

Most of the following observations apply to both policy documents, unless otherwise stated,
as both share the same understanding of socio-economic development in fragile situations
and this common understanding forms the basis for both their support strategies (UNDP
2013: 8).

Although the 2009 UN policy pays specific attention to groups such as former combatants,
youth and returnees, and is commonly referred to as the ‘UN Post-Conflict Employment
Policy’, its thematic focus is much broader. It defines reintegration as a long-term, continuous
socio-economic process that enables communities to return to civilian life under improved
material and social conditions, which ultimately contributes to building sustainable peace
(UN, 2009: 50). Employment creation and income generation are presented as critical build-
ing blocks in the reintegration process.

It is worth noting that, compared to previous UN publications on reintegration in conflict-
affected situations, mostly as part of disarmament, demobilisation and reintegration (DDR)
policies, the 2009 policy emphasises that successful socio-economic reintegration of conflict-
affected groups does not only depend on their technical and business skills or their willing-
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ness to acquire a civilian status. It also hinges on the receptiveness of host communities,
the target group’s own expectations and aspirations, and market demands. Policies that
exclusively benefit certain groups are likely to fuel resentment and thereby undermine the
readiness of communities to welcome former combatants and other returning displaced per-
sons (UN, 2009: 47; UNDP, 2013: 114). The significance of understanding expectations and
perceptions of host communities and other groups is a key element of the policy’s problem
analysis, drawn from the assessments of previous DDR policy strategies.

Similarly, the UN recognises that, at least in part, the limited success of reintegration pro-
grammes to date is due to a weak and static understanding of actual and quickly changing
market demands (UN, 2009: 10; UNDP, 2013: 114). Interestingly, here the policies do not
restrict their analysis to the economic dimension of labour markets — the supply side (avail-
ability of relevant skills) and the demand side (self- and wage-employment opportunities)

— but also stress the importance of the target groups’ own aspirations with regard to the type
of occupation that would be acceptable to them (UNDP, 2013: 118).

Policy response

Overall, UN policy outlines a concurrent three-track approach to the challenges of socio-
economic development in conflict-affected settings, with intervention strategies prioritised
according to stages of recovery:

1. Stabilisation

2. Medium-term local economic recovery

3. Long-term, sustainable employment and growth.

Figure 2: UN three-track approach, United Nations Policy for Post-Conflict Employment Creation,
Income Generation and Reintegration (2009)

A

Peace Negotiation
Peace Accord Planning
Pilot Programmes

\

Peace Building Process

——— Transition track
Sustainable employment creation and decent work

Stabilization track
Stabilizing income generation and emergency employment

= Local reintegration track
Local economic recovery for employment opportunuties and reintegration
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The broad definition of reintegration therefore calls for a comprehensive approach in which
the economic dimension of employment and income generation is systematically embedded
in the social context. For instance, in order to contain resentments among host communities
and meet expectations of target groups, the policy aims to strike a balance between meeting
the immediate needs of particularly vulnerable groups, while at the same taking account of
the expectations and aspirations of the rest of the population. Incrementally, the focus should
be broadened from crisis-affected groups (track A) to local communities (track B). At the
same time, to respond to the challenge of meeting growing expectations, the policy stresses
the necessity to link quick and visible employment opportunities (for instance through public
works schemes) or skills training to longer-term economic opportunities (track C).

To achieve this link more effectively, and in response to the recognised need to match skills
training to market demands, the policy strongly recommends greater awareness of local mar-
kets. This entails anchoring socio-economic support strategies in rigorous and continual mar-
ket assessments, but also engaging local suppliers of goods and services wherever possible.
In the end, greater awareness and use of local market dynamics will promote employment
through skills training, community development or policy reforms and is therefore a more ef-
fective means of socio-economic reintegration.

Organisation for Economic Cooperation and Development and the International
Dialogue on Peacebuilding and Statebuilding

Policy documents reviewed

Organisation for Economic Cooperation and Development

«  Preventing Conflict and Building Peace: A Manual of Issues and Entry Points
(2005)

« Principles for Good International Engagement in Fragile States and Situations
(2007)

« International Engagement in Fragile States: Can’t We Do Better? (2011)

« Fragile States 2013: Resource Flows and Trends in a Shifting World (2013)

« Fragile States 2014: Domestic Revenue Mobilisation in Fragile States (2014)

International Dialogue on Peacebuilding and Statebuilding

« New Deal for Engagement in Fragile States (2011)

« Busan Partnership for Effective Development Co-operation, Forth High Level
Forum on Aid Effectiveness (2011)

Overall policy goals

The Organisation for Economic Cooperation and Development (OECD)’s Development
Assistance Committee (DAC) focuses on aid coherence, helping member governments
and others to cooperate and coordinate on primarily socio-economic issues. Although its
mandate is oriented towards socio-economic development, it also plays a recognised role
in influencing policy debates on conflict and fragility through its International Network on
Conflict and Fragility (INCAF).
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The OECD identifies socio-economic factors within horizontal and vertical inequalities, and
its publication Preventing Conflict and Building Peace: A Manual of Issues and Entry Points
(2005) promoted private sector development, employment, trade and investment as com-
ponents of peacebuilding. Economic dimensions of conflict and peace are well embedded in
OECD'’s policy guidance.

In subsequent publications, i.e. the Principles for Good International Engagement in Fragile
States and Situations (2007) and the more recent International Engagement in Fragile States:
Can’t We Do Better? (2011) report, the distinctive nature of economic development in fragile
settings is underlined. Challenges for post-conflict growth are also noted, such as enabling
environments for strong economic performance, employment creation, and conflict miner-
als.

Subsequent to the Third High Level Forum on Aid Effectiveness in Accra 2008, donors and
partner countries initiated an International Dialogue on Peacebuilding and Statebuilding
that is supported by the INCAF Secretariat. The aim is to facilitate exchange on critical top-
ics related to peacebuilding and statebuilding between partner governments, development
partners and civil society to increase the coherence, focus and impact of their development
assistance.”

Problem analysis: understanding fragility and exploring its economic dimensions
INCAF has played and still aims to perform the role of trendsetter in advancing the interna-
tional community’s understanding and approach to fragile settings. First, the Network has
been critical in developing a deeper and more nuanced understanding of fragility. In response
to the changed nature of present conflicts, the notion of ‘post-conflict’ was replaced with
‘fragile and conflict-affected situations’. And although donors and their development part-
ners continue to use their own definitions and although distinct lists of fragile states coex-
ist, INCAF’s work has been instrumental in forging a number of common characteristics of
fragility that are now widely shared. One of them relates to the lack of capacity or willingness
of a government to provide its citizens with basic services: ‘States are fragile when character-
ised by structures with a lack of political will and/or capacity to provide the basic functions
needed for poverty reduction, development and to safeguard the security and human rights
of their populations’ (OECD/DAC, 2007)."

Apart from shaping the international community’s understanding of fragility more generally,
the OECD has advanced our knowledge on the economic dimension of conflict. Topics such
as diaspora remittances and domestic tax revenue have been brought to the fore of interna-
tional discussion on conflict and peace. Analysis of the link between these financial inflows,
and their impact on development and fragility, includes both the potential positive and nega-
tive effects. On the one hand, while remittances make up the largest financial inflow in fragile
states and therefore bear great potential to improve ‘health and education, nutrition and
poverty, productive investment, socio-economic equality, women’s empowerment, and even
climate change mitigation’, ‘in some cases, remittances have also played a role in fuelling
conflict’(OECD/DAC, 2013: 73).

18 http://www.oecd.org/dac/incaf/44282247.pdf.
19 DFID uses a similar definition also focused on service entitlement failures, see DFID (2005).
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Tax revenues on the other hand can do good or harm depending on the nature and diversity
of their economic base, as revenues from natural resources (often through a handful of mul-
tinational oil and gas companies) tend to dampen fragile state governments’ incentives to
invest in diversifying the economy, encourage engaged citizenship and uphold a strong social
contract, all critical ingredients of broad-based socio-economic development and stability
(OECD/DAC, 2013: 75).

Policy responses

In terms of policy responses, INCAF has been particularly influential in calling for a more
integrated approach to fragile situations, recognising the links between security, political, and
socio-economic development objectives. In its Principles for Good International Engagement

in Fragile States and Situations, the network calls, among others, for greater awareness of the
interconnectedness of these areas, while at the same time pointing to the trade-offs that are
likely to emerge between those sometimes competing objectives (OECD/DAC, 2007: 4).

The Network has also stressed and explored the significance of economic development as an
integral part of state- and peacebuilding. References to ‘foundations for inclusive economic
development’, ‘sustainable livelihoods’, ‘employment’ and ‘effective management of natural
resources’ in the Peacebuilding and Statebuilding Goals (PSGs) of the Dili International Dia-
logue (2010), were further entrenched in the refined Peacebuilding and Statebuilding Goal on
‘Economic Foundations — Generate employment and improve livelihoods’ in the New Deal for
Engagement in Fragile States at Busan in 2011.2°

The New Deal marked a turning point in international policy-making on fragility, with 18
fragile state governments taking the lead in defining a new integrated and conflict-sensitive
approach to socio-economic development. Building on the Fragile States Principles of 2007,
discussion leading to the New Deal added at least two additional accents to the way socio-
economic development is dealt with:

1. In preparation of the New Deal, the Dili Consensus puts statebuilding and peacebuild-
ing at the heart of any development intervention and calls upon development partners to
align their support to country-led state- and peacebuilding processes. Identified as one of
the major obstacles to those processes, ‘insufficient attention to economic growth and
job creation, particularly for youth’, is addressed by identifying ‘foundations for inclusive
economic development, including sustainable livelihoods, employment and effective
management of natural resources’ as one of the stepping stones to achieve progress on
development.®

2. In the Busan Partnership Agreement, signed one year later at the Fourth High Level Fo-
rum on Aid Effectiveness in Busan, the business sector is given a fundamental role ‘in
the design and implementation of development policies and strategies’, with the ambi-
tion to advance both ‘development and business outcomes so that they are mutually
reinforcing’.?> Businesses are entrusted with the potential to advance development, be it

20 www.g7plus.org/new-deal-document

21 The full text of the Dili Consensus can be found at: http://www.g7plus.org/news-feed/2013/3/1/the-dili-consensus-is-presented-and-endorsed-
at-the-dili-int.html

22 Busan Partnership Agreement (p. 10): www.oecd.org/dac/effectiveness/49650173.pdf
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as an innovative source of finance or as an engine of sustainable economic growth or as
the main provider of long-term employment.

The World Bank’s World Development Report on Conflict, Security, and Development

Policy documents reviewed

«  World Development Report on Conflict, Security, and Development (2011a)

« Operationalizing the 2011 World Development Report: Conflict, Security, and
Development (2011b)

Overall policy goal

The World Bank Group (WBG) is primarily an economically driven actor, with a mandate
limited to economic development and poverty reduction ‘by providing technical and financial
support,’ which shapes the design and parameters of its policies and interventions. In much
the same way, this mandate shapes its engagement on conflict and fragility. As fragile states
experience particular difficulties in meeting the Millennium Development Goals (MDGs) and
with violence identified as one of the major constraints to overcome this backlog (WB, 2011a:
62), addressing issues of fragility and conflict in an effort to unleash economic growth and
poverty reduction has moved centre stage within the World Bank Group’s policy space.

Problem analysis

The framework of the 2011 World Development Report on Conflict, Security, and Development
(WDR) draws largely on the work of the economist Paul Collier2 (WB, 2011a: 105). In line
with his statistical research, the report establishes the link between socio-economic develop-
ment and conflict primarily, although not exclusively, in quantitative terms (Jones/Rodgers,
2011).

For instance, building on Collier’s argument of a ‘conflict trap’ referring to those places where
poverty fuels conflict and, in turn, conflict sustains and aggravates poverty (Collier, 2003), the
\WDR states that while there is a strong relationship between income inequality and criminal
violence (measured by homicide rates), no statistically significant correlation could be es-
tablished between income inequality and civil war (WB, 2011a: 79). In other words, whereas
there is a direct link between income inequality and homicide, the way in which income in-
equality may contribute to political violence is less clear and depends on other factors.

The report further elaborates on the economic root causes and escalating factors of conflict
and refers to studies demonstrating that the occurrence of ‘lootable’ natural resources (e.g.
timber, alluvial diamonds or coltan) and the presence of a large diaspora both correlate to
the prolongation of conflicts or conflict renewal (WB, 2011a: 54, 75; Collier/Hoeffler, 2001).
Similarly, the intensity of illicit trafficking and its link to bribery of government officials is
highlighted as another factor that can increase the propensity of violence (WB, 2011: 56).

23 Factsheet: What are the purposes of the Bretton Woods Institutions? The IMF and the World Bank, 14 March 2013 (http://www.imf.org/
external/np/exr/facts/imfwb.htm)

24 Notably his two influential works Breaking the Conflict Trap: Civil War and Development Policy (2003) and The Bottom Billion: Why the
Poorest Countries Are Failing and What Can Be Done about it (2007).
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However, aside from drawing on the statistical analysis of the relationship between economic
factors and conflict, the report explores other theories of violence with greater emphasis on
the political and social factors. For instance, reference is made to recent research by Francis
Stewart (2010) on horizontal inequalities, linking inequalities between different (ethnic, re-
gional, political or religious) identity groups to the likelihood of conflict. In those cases, ac-
cording to the report, poverty reduction and inclusive economic growth may fall short of ad-
dressing the political grievances and ambitions of certain groups (WB, 2011a: 75, 79).

Another influential highlight of the report in exploring the link between socio-economic devel-
opment, fragility and conflict relates to the role of unemployment in triggering violence. Over-
all, the WDR confirms the opportunity cost theory, arguing that unemployment can lead to
involvement in violence. A series of perception reviews (commissioned in preparation of the
WDR) explored the motivations for young people to join rebel groups or gangs and came to
the conclusion that unemployment/idleness are the major motivations cited by young people
for becoming rebels or gang members (WB, 2011a: 80).%

However, critical research towards this simplistic understanding of the correlation is also,
briefly, discussed in the report and one of the insights stresses the role of social cohesion.
Employment that does not offer non-material socio-economic benefits, such as social respect,
status, a social network and a sense of belonging, is unlikely to prevent people’s involvement
in violence. Such employment may actually become a motive for rebellion (WB, 2011a: 79).

As well as the strong influence of econometric research on the WDR’s analysis of the causes
of conflict, another important strand of thinking, institutional economics, provides the basis
for the report’s analysis of state fragility (WB, 2011a: 105). While non-fragile states or regions
may be able to absorb internal (e.g. inequality) and external (e.g. illicit trafficking) stresses
peacefully, fragile systems with weak institutions are much more likely to experience violence.
Hence, the main argument is that institutions and good governance are particularly important
in low-income countries in preventing violence and conflict (a theme elaborated on in some
depth in section 2.3). The argument further states that weak institutional capacity and the lack
of confidence and political support are mutually reinforcing (WB, 2011a: 247). This vicious
circle of weak institutional capacity and a lack of confidence lies at the core of the report’s
analysis of the major challenge to socio-economic development in fragile settings.

Policy response: from technocratic institution-building to working with inclusive-
enough coalitions

When it comes to policy recommendations, the 2011 WDR lists a vast number of entry points,
good practices and engagement principles — too many to summarise here. Instead, the fol-
lowing section presents a selection of highlights that the report itself or the Bank’s operation-
alisation strategy portrays as a new approach to violence prevention and recovery in fragile
situations.

First, with much more vigour than in previous reports, the 2011 WDR stresses the need to
anchor cooperation policies in a thorough understanding of the local political and economic
contexts, instead of attempting a one-size-fits all strategy (WB 2011a: 168). What may appear

25  Interestingly, survey results in Mali and the West Bank clearly contrasted from the overall findings with revenge, injustice and belief in a cause
ranking much higher than unemployment and idleness as motivations for participating in violence (WB, 2011a: 83).
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to be a statement of the obvious will actually require a systematic rethink of the Bank’s ap-
proach thus far. As the Bank’s operationalisation strategy acknowledges: Context analyses
will have to look beyond the technical constraints, and capture — in a continual effort — the
socio-political stresses that can cause conflict and violence (WB, 2011b: 8). Considering that
the Bank’s mandate forbids its involvement in domestic political affairs, it remains to be seen
how this recognised need for a more political approach will translate into actual practice.
More specifically, by recognising the significance of income inequality between geographical
areas and among ethnic or religious groups, and of political exclusion as risk factors of vio-
lence (WB, 2011a: 73, 79), the World Bank pays much more attention to political dimensions
of economic factors of conflict. In response, the report stresses the need for interventions to
address political, economic or social inclusion (WB, 2011a: 249), not just poverty reduction
and economic growth.

Another rather novel dimension of the new approach to fragile situations proposed by the
2011 WDR derives directly from recognising the political dynamics of the context and is sum-
marised in the following quote: ‘Most economic reforms create real or perceived winners
and losers.” (WB, 2011a: 168) The report concludes, therefore, that it is critical to anticipate
the distributive aspects of growth, again a consideration that has not been part of the Bank’s
conventional thinking (WB, 2011b: 8). The Bank’s acknowledgement of the constant risk of
‘making existing differences more permanent and salient’ (WB, 2011a: 168) and thereby ex-
acerbating conflict demonstrates its growing awareness of the need for conflict-sensitivity in
economic development strategies.

A third aspect emerging from the report as a necessary innovation for more effective ap-
proaches to fragility appears as a logical consequence from the two previous points. It
consists of a shift away from technocratic institution building to an approach of ‘restoring
confidence and building institutions that is adapted to the local political context’ (WB, 2011b:
1). In this context, the report calls for greater readiness on the part of the development com-
munity to work with inclusive-enough coalitions and to seek ways to engage and broaden
elite pacts, as these may otherwise obstruct reform (WB, 2011a: 248). Implications of this
considerably more political engagement are further discussed in Chapter 3.

In addition to the above three elements, which appear to characterise the new way of engage-
ment, the report also declares job creation one of the three key priorities areas, along with
security and justice. This primacy of employment promotion over for instance basic service
provision (the theme of the 2004 WDR) is primarily discussed as market-led employment, as
it is the private sector as opposed to the public sector that secures jobs in the long run (WB,
2011a: 200). Hence, recommended policy responses revolve around efforts that are likely to
ease constraints on private sector activity, e.g. business environment reform and access to
markets.

2.3 Converging trends

As the above review of Dutch and international policies has shown, the theme of socio-
economic development in fragile settings was found to be tackled in two sets of policy
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Box 1: Interaction between international and Dutch policy-making

UN's 2009 Policy for Post-Conflict Employment Creation, Income Generation and
Regeneration

The UN Policy and its three-track approach appears to have been absorbed selectively
into Dutch policies, mainly by those aimed at generating a ‘peace dividend’. The
spearhead policy Security and the Rule of Law, for example, refers exclusively to the
need to create quick and visible economic opportunities, without referencing the
three-track approach and without mentioning the particular challenges in fragile and
conflict-affected settings.

INCAF and the International Dialogue on Peacebuilding and Statebuilding

As co-chair, the Netherlands made an active contribution to the International
Dialogue’s New Deal for Engagement in Fragile States (ID, 2011), particularly in its
call for stronger involvement of the private sector. The New Deal’s call for a different
approach in fragile (as opposed to non-fragile) environments is included in the
Netherland’s combined development, trade and investment policy — A World to Gain
(NLMFA, 2013a).

World Bank's 2011 World Development Report

The Netherlands provided input into the development of the WDR through the
World Bank-Netherlands Partnership Programme. When presented to the Dutch
government in April 2011, the report was therefore received as confirmation of policy
directions that the government had already started implementing, particularly in its
Fragile States Policy 2008-2011 (NLMFA, 2008).

documents: those aimed primarily at stabilisation and peace and those seeking to promote
economic growth in development contexts, including those deemed fragile. In comparing the
way these policies have come to define the link between socio-economic development and
fragility and reviewing their various policy responses, some general trends emerge (see Fig-
ure 3).

Figure 3: The Peacebuilding (PB) - Economic Development (ED) Spectrum Framework (Hoff-
mann/Beswick, 2013: 13)

Stabilisation policies Economic growth-oriented policies

Becoming Systematically Explicitly Becoming

market utilising ED as  adopting PB conflict

sensitive a tool for PB as (one of) its sensitive
goals

The two ends of the spectrum represent, on the one hand, traditional stabilisation or peace-
building approaches and, on the other hand, traditional economic growth-oriented policies.
Both feature elements of socio-economic development in fragile settings. While the former
tended to largely neglect the economic dimension of fragility and conflict, the latter essen-

29



tially considered its policy response as a technical, apolitical measure, designed and imple-
mented in isolation of the political complexity at stake. This has started to change, from
both ends of the policy spectrum.

Economic development and the private sector’s role in stabilisation policies

While the UN generally subscribes to the assumption that ‘there is no post-conflict recovery
without socio-economic recovery’ (ILO, 2011: 197), the way in which socio-economic devel-
opment is conceived and applied in policies for fragile and conflict-affected settings is pres-
ently undergoing some change.

The general trend in policies that are primarily aimed at stabilisation and peacebuilding can
be captured in the overall attempt to mainstream greater awareness of the economic di-
mension of development and peace. Although implemented at a different pace and intensity
within the various organisations and policy bodies, this trend involves the following incre-
mental stages.

First, development practice and a growing body of research increasingly point to the eco-
nomic causes and effects of fragility and conflict. Thus far, respective policies have centred
on the most basic needs and security requirements and sought to address those through
aid structures and the public sector. However, current policies are calling for a better under-
standing of the local economy/market and private sector actors. This call reflects the grow-
ing awareness of the economic drivers of conflict (OECD/DAC, 2013: 73; NLMFA, 2008: s;
NLMFA, 2012: 5 and 17), but also stems from the recognition that without a functioning
market, no achievement in socio-economic development can be sustained in the long run
(UN, 2009: 50; ILO, 2011: 185).

Second, this growing awareness of the significance of local markets in stabilisation efforts

is further translated into a call for caution with regard to potential market distortion. This

is a crucial step towards greater market awareness, as past experience has shown that
peacebuilding efforts, however well intended — with their massive scale of operations and a
focus on results that can be achieved in the short run (e.g. basic stability, quick visible peace
dividends) — can seriously undermine already weak market structures if their employment
and procurement policies are not grounded in a thorough understanding of the local market
and a systematic attempt to use locally produced goods and services: ‘care must be taken
to avoid negative spillovers (of stabilisation success) on the local economy, in particular
through transmission mechanisms that affect prices, wages and the efficient production
and supply of goods and services’ (UN, 2009: 15). UNDP explores possibilities to incorpo-
rate market sensitivity through economic recovery programming (UNDP, 2013: 35, 38, 56,

72).

Third, the thorough understanding of the economic context that is required to minimise po-
tentially harmful effects on the local economy can then be used to actually strengthen and
build on what is already there in terms of economic activity. Indeed, conventional beliefs in
sequencing, arguing that minimum security needs to be established before socio-economic
support efforts can take off > have been challenged. The following quote illustrates the para-

26 The spearhead letter Security and the Rule of Law offers an example of such thinking by asserting: ‘the private sector will not invest until legal
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digm shift from a peacebuilding perspective: ‘Employment creation and income generation
should be mainstreamed and programmed from the beginning of the recovery process’
(UNDP, 2013: 19). In the 2009 UN Policy, employment and self-employment are explicitly
introduced as essential peacebuilding tools (UN, 2009: 15).7

Fourth, exploring the implications of the significance of local market and economic activi-
ties for stabilisation and peacebuilding efforts still further, the private sector is increasingly
recognised as a key partner in peacebuilding. The UN Policy defines local businesses as part
of the conflict-affected society that policies should assist to recover. With an almost exclu-
sive focus on local market players, the policy conceives a weak private sector as an object
of concern that is to be addressed. The Global Facility states that ‘... earlier and more direct
support should be given to the private sector’ (GF, 2012: 6). In a similar tone, the Busan
Partnership agreement acknowledges the private sector as a key partner, not only in imple-
menting development policies, but also in their design (ID, 2011: 10).

Peacebuilding in economic growth-oriented policies

From the other end of the spectrum, economic growth-oriented policies over the past ten
years have started to adopt a new approach when it comes to environments of fragility and
conflict. The distinct patterns of this new approach feature in various documents, although
with varying intensity. Overall this trend can be described as a growing commitment to
mainstreaming conflict-sensitivity into economic growth policies, when applied to fragile
and conflict-affected contexts. Similar to the trend discerned in peacebuilding, this process
can be understood in various consecutive degrees.

First, there is growing recognition that understanding the technical constraints to socio-
economic development in fragile situations is not sufficient to ensure the effectiveness of
interventions. However, thus far problem definition in economic growth-oriented policies in
fragile environments has largely focused on the influence of income poverty and economic
stagnation on instability. Countries caught in the so-called ‘poverty-conflict trap’ are found
to have a 44 per cent chance of returning to conflict within the following ten years (Collier
et al., 2003: 83).22 However, research over the past decade has demonstrated how economic
grievance and commercial agendas intertwine with social and political motivations to drive
conflict or make peace fragile. The 2011 WDR has played a critical role in promoting this
wisdom on the confluence of economic and political fragility factors by emphasising the
role of political institutions — both formal and informal — including the power of elite pacts
in driving increasingly recurrent conflict (WDR, 2011: 105).

To translate this renewed political awareness in economic growth-oriented thinking into
practice, recent policies stress the need to design their intervention strategies on the basis
of a thorough understanding of the political economy, i.e. the multiple interactions of politi-
cal and economic interests and incentives that generally drive fragility (USAID, 2008: 8; WB,
2011b: &; Bagwitz, 2009: 12; DCED, 2013: g ff.), also recognising that conventional econom-

certainty is assured through suitable legislation and rules that are enforced’ (S&RoL, 2012: 2).

27 This challenge of conventional sequencing has been well articulated with regard to DDR approaches. DDR programmes in various post-
conflict countries suggest that demobilisation and disarmament can only translate into lasting peace if they go hand-in-hand with socio-
economic opportunities with a longer-term perspective (Specker, 2008: 3).

28 More generally, it is argued that the literature on conflict has been marked by a widely separate analysis of economic and political factors
with a bias towards economic theories of violent conflict (Cramer, 2002; Putzel/Di John, 2012).
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ic diagnostic tools fail to capture these less technical, more political dimensions of contexts
that are inherently prone to conflict.?

While there is some resistance to (openly) embark on the search to understand the political
economy — due to both political and practical difficulties — this approach sheds a quite differ-
ent light on the technical approach adopted thus far and the presumably apolitical nature of
the policy body behind it (McCulloch, 2014).

In a second step, this political understanding of socio-economic development demands the
translation of ‘do no harm’ into the domain of economic development. Developed in the hu-
manitarian field, in reaction to the genocide in Rwanda and failures of humanitarian interven-
tions, it took some time for this concept to travel across disciplines and to fully gain ground
in the areas of economic development. In fact, economic development projects used to be
conceived and implemented under the assumption that increased productivity and more jobs
would in and of themselves benefit society as a whole.

It is only recently that the growing body of empirical research has succeeded in challeng-
ing that assumption by pointing to the risks linked to issues such as unequal access to and
distribution of wealth which can easily be reinforced by economic policies if carried out in a
‘business as usual’ manner (Saperstein/Campbell, 2007: 7; Bagwitz, 2009: 11, WB, 2011a:
168). The World Bank, for example, after assessing the mixed results of its engagement in
fragile situations, comes to the conclusion that not only is the risk of failure higher in those
contexts, but the impact of failure can be much more catastrophic as it can ‘increase the
short-term risk of instability’ and even ‘lead to the breakdown of the political compact’ (WB,
201b: 4).%°

Indeed, competition in places where a level playing field has been prevented by centuries of
structural marginalisation is likely to reinforce inequalities and fuel grievances if adjustment
measures, such as targeted supported to disadvantaged groups, are not undertaken. A ‘do-
no-harm’ approach then requires policy-makers to anticipate the potential unintended nega-
tive consequences, both direct and indirect, and the strategies needed to minimise them.
Such reflections have implications for the selection of intervention areas, target groups or
contractors (Bagwitz, 2009: 80; WB, 2011a: 198) and challenge conventional commitment to
monitoring and evaluation, as impact needs to be traced closely, with a long-term perspective
and a strong focus on processes, quality and perception (DCED, 2013: 11 ff.).

The next step in the process of translating conflict sensitivity into economic growth-oriented
policies goes beyond the necessity to do no harm and consists of the ambition to contribute
positively to broader state and peacebuilding processes: from working in conflict to working
on conflict. This primarily involves efforts to cushion the economic causes or triggers of con-
flict such as poverty, inequality, economic grievances, unfair unemployment practices, and
under- or unemployment (Bagwitz, 2009: 12). As the 2011 WDR asserts, in situations where

29 For an analysis of these shortcomings, see Guglielmetti (2010). For recent efforts to understand the political economy analysis of business
environment reform undertaken by the Donor Committee for Enterprise Development, see Davis, P. (2011).

30 In aliterature review commissioned by USAID, Saperstein and Campbell refer to cases in which the presence of elites defined by ethnicity,
kinship or religious affiliation, increases the chance of economic inequality being a driver of conflict. In those cases, witnessed in India,
Mexico and China, the review comes to the conclusion that economic growth initiatives that have left out or marginalised distinct groups of
the population have strengthened this conflict trigger (Saperstein/Campbell, 2007: 7).
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internal divisions between ethnic, religious, or geographical groups are a cause of conflict,
these need to be addressed (WB, 2011a: 249). Much in the same token, the German Federal
Enterprise for International Cooperation (G1Z) asserts that working in conflict means that
‘the strategy and the objective (of sustainable economic development interventions) are (at
least partly) a direct attempt to address conflict issues and therefore to contribute (directly or
indirectly) to peacebuilding’ (Bagwitz, 2009: 12).

Currently, much debate revolves around the potential of economic development strategies

to foster peace not only by mitigating economic conflict factors, but also by directly fostering
the social and political underpinnings of peace. For example, improved economic activity in
the formal sector is likely to extend the tax base, potentially enabling the government to pro-
vide better services to its citizens. This, in turn, can improve state legitimacy in the eyes of its
constituencies and thereby foster state-society relations. Second, job creation, as emphasised
in the 2011 WDR, not only provides fragile societies with much needed income, goods and
services, but also generates the self-esteem, sense of optimism and social cohesion that is
critical in rebuilding the social fabric. Various text passages in World Bank publications point
to this broader peacebuilding potential of private sector development: ‘Indeed, the private
sector plays a role not only in employment provision, but in governance and broader state-
building’ (WB, 2011b: 24); or: ‘At the local level, involving communities and the private sector
can improve the relations between the state and its citizens and thereby help prevent vio-
lence and conflict. (...) The private sector can support municipal governments and civil soci-
ety in local crime and violence prevention initiatives in the pacified favelas’ (WB, 2011a: 152).
Similarly, GIZ refers to the concept of ‘peace entrepreneur’ to explore the economic, political,
security and reconciliation dimensions of local businesses (Bagwitz, 2009: 15).

However, while arguments linking private sector development to non-economic peacebuild-
ing dimensions unfold, empirical evidence of this causal correlation remains scant. The work-
ing group on Private Sector Development in Conflict-Affected Environments of the Donor
Committee for Enterprise Development seeks to encourage and coordinate efforts to gather
such evidence by providing a framework of impact channels through which private sector
development is expected to contribute to state- and peacebuilding processes.”

31 For more information, see www.enterprise-development.org/page/cae.
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Key issues in socio-economic
development policies for fragile
environments

Against the backdrop of policy trends described in the previous chapter, we now turn to three
key issues that appear to be central in the current policy debate on socio-economic develop-
ment in fragile settings. The topics were selected on the basis of the frequency and controver-
sy with which they were raised by the policy-makers and experts interviewed for this review.
The objective here is not to provide a comprehensive overview of current discussions. Rather,
this chapter intends to illustrate how debate around those topics is shaped and can better be
understood in the context of the above outlined policy trends.

3.1 Livelihoods, jobs and resilience

The notion of livelihoods deserves special attention in this review for at least two reasons.
First, the concept easily embraces the wide array of policy fields covered by the notion of
‘socio-economic development’, the core theme of this policy review, and will therefore allow
us to avoid too restricted a focus on private sector development, employment creation or
economic development. Second, it constitutes a striking example of a theme that has been
influential in some policies reviewed for this study and conspicuously neglected in others.
This section will illustrate this biased uptake in policies and search for possible explanations.
In sharp contrast with its role as a defining theme in the UN Post-Conflict Employment Policy
and ensuing ILO and UNDP policy documents, the 2011 WDR remains largely silent on the
livelihoods discourse.? This is remarkable given the report’s focus on jobs and their role not
only as a source of livelihood but as a source of ‘respect and status, involving social cohe-
sion as well as economic opportunity’ (WB, 2011a: 6). This interconnectedness of financial,
human, social (natural, physical and political) resources is precisely what the various capital
assets of the livelihoods approach aim to illustrate in the so-called asset pentagon, which is
at the heart of most livelihood frameworks (Mallett/Slater, 2012: 4).

Indeed, livelihoods in the context of fragility have been defined as comprising ‘the ways in
which people access and mobilise resources that enable them to pursue goals necessary for
their survival and longer-term wellbeing, and thereby reduce the vulnerability created and ex-

32 By way of humeric comparison, the 300-page WDR uses the term ‘livelihood’ only ten times, of which three are references to the title of a
survey or report, while the 40 page UN Policy uses the term 27 times.
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acerbated by conflict’ (Young et al., 2002:11). Besides the difference in frequency with which
the term is used in the WDR 2011 and the 2008 UN Policy, the way the notion of livelihoods
appears in both documents differs in various regards.

Comparative analysis of the use of the livelihoods concept in the 2011 WDR and 2009
UN policy

A first qualitative difference consists in the narrow meaning with which the term livelihoods
appears to be used in the WDR. Generally, it is safe to argue that the report uses the term
primarily for its financial dimension referring to the ‘lack of alternative livelihood opportuni-
ties’ (p. 87, 151) drawing heavily on Collier's major argument of unemployment forming an
economic motive for young men to join a rebellion. Formulations such as the ‘lack of liveli-
hoods’ (p. 132) or ‘former combatants’ difficulties in finding livelihoods’ (p. 61) also suggest
a similar use of the term as a synonym for employment or income.? The persistent neglect
of the other livelihood dimensions (e.g. education, health), and hence the implicit failure to
use a livelihood lens in defining the challenges of conflict and fragility (WB, 2011a: Part One),
stands in clear contrast to the way the UN Policy accommodates the term in its broader
sense, for instance by explicitly referring to ‘labour and other livelihoods (e.g. land, equip-
ment, social capital and infrastructure)’ (UN, 2009: 46). The following definition provided by
the UN Policy of the key terms ‘Employment creation and income generation’ reveals its very
different application of the concept:

‘The concepts of employment creation and income-generation are also sometimes
used interchangeably with livelihoods. The latter, however, covers a combination of
people’s resources (assets, capacities) and the activities they carry out to live. More
specifically the resources include individual skills (human capital), land (natural capi-
tal), savings (financial capital), equipment (physical capital), as well as formal sup-
port groups and informal networks (social capital).” (UN, 2009: 49)

A partial explanation for the WDR’s narrow use of livelihoods is offered by the WDR team
when claiming that ‘the shift by donors to focus support on the MDGs has led many to dedi-
cate significant parts of their development assistance to health, education, and basic services
like water and sanitation’ at the expense of job creation (WB, 2011a: 200). Even if this state-
ment, as Jones and Rodgers argue, is at odds with the work of many NGOs and the definition
of MDG 1 aiming at ‘productive employment and decent work for all’ (Jones/Rodgers, 2011:
13), it appears to justify why those equally important dimensions of livelihood recovery are
not a subject of the 2011 WDR report (see WDR 2004 on basic services).

Second, while the 2011 WDR uses livelihoods as an isolated term, the UN Policy reflects the
fully-fledged livelihoods terminology in its analysis of challenges posed by conflict 34 and pro-
poses to introduce the integrated livelihoods approach into needs assessment methodolo-
gies (UN, 2009: 28), an endeavour currently under implementation by UNDP in Yemen.

33 Indeed, two interviewees reported from their own exchange with members of the 2011 WDR team that what was essentially meant by ‘jobs’
was ‘livelihoods’.

34 Other key concepts of the livelihoods approach, such as vulnerabilities, assets, resources and capitals, are mentioned alongside the central
term.

35 Interview with UNDP/BCPR staff involved in such a countrywide assessment. As a preliminary finding the assessment suggests that several
capital assets will have to be strengthened jointly in order to build a more resilient society. When discussing the findings of this livelihoods
assessment at a workshop on employment in fragile settings in Washington in June 2014, it was stressed that the correlation between weak
livelihoods and conflict was supported by sound evidence, whereas the link between unemployment and the inclination to engage in violence
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Lastly, when it comes to the proposed approaches and interventions, again the notion of
livelihoods features prominently in the UN policy, while it becomes even scarcer in the WDR.
Not a single reference to livelihoods is made in the report’s third section on practical options
and recommendations. This omission may be the result of a number of practical consider-
ations with regard to the difficulties that are inherently linked to the livelihoods concept.

Limitations of the livelihoods concept

On the one hand, since the livelihoods approach was originally designed for politically stable,
primarily rural development contexts (Chambers and Conway, 1992), some inadequacies
were revealed when applying it to situations of chronic conflict. As pointed out by Maxwell
and Longley (2003), the livelihood framework has been criticised, first of all for treating vul-
nerability solely as an external factor rather than as a result of people’s own (competing)
livelihoods. Secondly, power relations have tended to be under-emphasised by conventional
livelihood approaches. Thirdly, the conventional livelihoods framework fails to incorporate
adequately a temporal dimension (Longley/Maxwell, 2003: 17). As a consequence, Longley
and Maxwell conclude that the conventional livelihoods framework (as developed for and
used in politically stable contexts) needs to be expanded to incorporate the concept of vulner-
ability more centrally, to give greater attention to power relations, and to include a temporal
dimension.

On the other hand, and maybe more importantly, it is its unit of analysis that may have dis-
qualified the livelihoods framework from travelling with ease across different policy spheres.
While its proved applicability at household and community level has secured the concept a
prominent position within the first two tracks of the UN approach, its adaptation to the big-
ger systems, such as societies or even states, has proved problematic. Yet, the significance
of the enabling environment, state-society relations and regional spillovers of conflict in un-
derstanding and overcoming fragility have gained growing recognition in recent thinking. If
a better understanding of households’ vulnerabilities and capital assets can inform support
strategies to help households reduce their vulnerability, survive and overcome, or even con-
tain, crises, the livelihoods approach has little to offer when it comes to the viability of fragile
states and their vulnerability in terms of weak institutions and a lack of legitimacy vis-a-vis
their citizens.3®

This limitation in terms of an inherent neglect of the structural causes of vulnerability, pov-
erty and conflict was recognised as a major constraint by an interviewee working for a Dutch
NGO. He stressed that their programmes used to experience the ‘S-curve’ of economic re-
covery: support strategies were effective in stabilising people’s livelihoods, but failed to take
into account the broader picture, including those structural constraints in the economic envi-
ronment that prevented people from growing beyond their existential needs to become resil-
ient to crisis. As a consequence, their target beneficiaries would keep relapsing into poverty
after a couple of years. Only once the organisation adopted a broader economic perspective,
beyond the conventional household and community focus, did interventions achieve more
sustainable results.

continues to lack strong empirical evidence (Collier, 2012: 25).
36 Interview with an expert from an academic institute.
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As one interviewee from an academic institute suggested, this is where the comparative advan-
tage of the concept of resilience appears to lie. Propagated as the opposite to fragility, it can be
applied to very different units of analysis. Depending on their ability to cope with internal and
external stresses, households as well as institutions, states and whole regions, can be labelled
as resilient. These higher levels of analysis have received growing attention in understanding
conflict and fragility in the past decade, a process that has greatly benefited from the work of
INCAF. With a growing focus on the role of institutions, states and regions in coping with, sus-
taining or containing conflict, the household and community levels that are at the core of the
livelihoods approach may become less obvious candidates for future policy attention. However,
a neglect of this micro-level analysis of fragility is, not desirable, as will be argued below.

A third limitation of the livelihoods approach that emerges as particularly relevant in the policy
realm of socio-economic development in fragile environments relates to its inherent focus on
vulnerabilities and coping mechanisms essentially aimed at reducing vulnerability. In short,
securing livelihoods is about securing household wellbeing, not about accumulating wealth

and promoting competitiveness among individual entrepreneurs. This implies different target
groups. By primarily focusing on the most vulnerable population groups, the livelihoods ap-
proach has largely neglected entrepreneurs with potential to grow beyond mere subsistence. In
contrast, these high-potential entrepreneurs are the engine of any growth-oriented development
strategy, from which more vulnerable groups are expected to eventually benefit as well, albeit
indirectly. As high-potential entrepreneurs are also gaining some popularity in stabilisation poli-
cies, livelihoods may look like an out-moded concept to some.

The two latter limitations provide an explanation for the fact that the UN Policy resorts to the
concept of livelihoods only twice in its policy/programmatic outline for track C, which aims

at ‘sustainable employment creation and decent work’ primarily through interventions at the
macro level, with strong private sector involvement (whereas tracks A and B emphasise the lo-
cal and community level, with particular attention to certain vulnerable groups).

Considering the added value of keeping livelihoods high on the policy agenda for fragile
settings

Notwithstanding these limitations, this policy review suggests three reasons why the livelihoods
approach should play an important role in future policies on socio-economic development in
contexts of fragility. While two arguments derive from the comparative advantage of the concept
itself, a third relates to a more practical consideration.

First, the past two decades of livelihoods research and application have gathered a lot of wis-
dom that will remain critical in understanding how people’s lives are being affected by factors
of fragility and how their own coping strategies, as well as external support strategies, are suc-
cessful in rebuilding and fostering resilience (Mallett/Slater, 2012: 75). The dearth of evidence
regarding the impact of socio-economic interventions on fragility and conflict — which has not
prevented policy-makers from entrusting employment promotion programmes with the abil-
ity to foster peace — would benefit from more systematic impact studies at household level: ‘In
the end it is not about services, but about livelihoods’, as some of the interviewees stressed. In
other words, whether strengthened institutions, improved government legitimacy and capacity,
as well as economic growth and more jobs, will pay off can only be judged on the basis of their
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broader impact on citizens’ wellbeing. The livelihoods approach offers a wealth of tools to
monitor and evaluate such impact, on which the need for evidence is dire.

Second, current endeavours towards integrated approaches primarily revolve around the
links between security, development and justice. This call for greater integration, as articu-
lated in the 2011 WDR's trinity of security justice and jobs, as well as by the fifth Fragile States
Principle? on the link between political, security and development objectives,*® appears to
come with an increasingly narrow definition of development, in which the latter is presented
with a bias towards economic development. This reduced understanding of development
stems from a policy context that is increasingly characterised by shrinking aid budgets and
the lasting effects of the recent financial crisis, which have led to increased efforts in identify-
ing synergies between development and trade agendas.

The holistic livelihoods framework could, however, counterbalance that approach and remind
policy-makers of the significance of the various dimensions of livelihoods that are to be ad-
dressed in order to build sustainable development. Development efforts primarily geared to-
wards job creation may fail to address the various political, social, financial, physical, natural
(and political) assets whose inter-relations are critical in creating the resilience the integrated
approach seeks to promote. On this note, the conclusion drawn in the 2013 Department for
Policy and Operations (IOB) evaluation Investing in Stability on Dutch development policies
is revealing. The report asserts that the 2010 development policy by Minister Knapen rep-
resents a shift from supporting social development to supporting economic development,
‘from aid to investment’ (NLMFA, 2013c: 53). The more recent development of expanding the
Dutch integrated approach from ‘3 D’ (diplomacy, defence and development),® to ‘3 D plus
E’ (economy), suggests that whatever the definition of ‘development’ used to be, it was not
perceived as giving enough priority to economic development and the role of the corporate
sector by the current government.

Third, on a more practical note, recent initiatives such as the New Deal and the Global Facility
for Employment Creation in Fragile States offer a fertile ground for the livelihoods approach to
gain traction from economic growth-oriented as well as stabilisation-focused policy efforts.
The New Deal accommodates the livelihoods perspective by including it — alongside jobs and
private sector development — in one of its fragility/resilience dimensions, the earlier men-
tioned Peacebuilding and Statebuilding Goal 4 on ‘Economic Foundations’.

Moreover, as a joint initiative of the World Bank Group, the African Development Bank and
various UN agencies, including the ILO and UNDP, the Global Facility for Employment Cre-
ation in Fragile Situations, seems to be determined to anchor the livelihoods approach firmly
in the current jobs-for-peace debate. Language and thematic foci in recent undertakings of
this initiative suggest that the UN is in the lead in shaping this initiative, and that their pri-
oritisation of the livelihoods approach will be influential in further developing the initiative.+

37 The fifth Fragile States Principle calls for recognising the links between political, security and development objectives:
www.oecd.org/dacfragilestates/fragilestatesprinciplesprinciples.htm.

38 See DFID (2010): www.gsdrc.org/docs/open/CON78.pdf.

39 Focusbrief Ontwikkeling (2011), TK 32 605, nr. 2, 18 maart 2011, pp. 5-6. In this document development is said to encompass, for example,
good governance, rule of law, job creation and basic services.

40 The following two internal documents illustrate this point: Draft Concept Note and Agenda Creating Jobs and Livelihoods in Fragile and
Conflict-Affected Situations: What will it take?, June 18-19, 2014, Washington: Global Facility; and ‘Employment Creation Fragile States Trust
Fund’, a project proposal submitted by the Global Facility to the European Commission for funding.
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Previous cooperation between the WB and ILO on ‘Demand-driven Approaches to Livelihood
Support in Post-War Contexts’ has laid the groundwork for ‘a common understanding and
framework for collaboration among major stakeholders in support of livelihoods and empower-
ment in post-war contexts’ (ILO/WB 2006: 1).#

Although the livelihoods approach cannot capture broader systems of vulnerability (and resil-
ience), it does provide all the tools and the experience to unravel and depict the impact that the
broader environment — with its government policies, formal and informal institutions, and oth-
er actors such as development organisations or private investors — will have on people’s lives.

Livelihoods in other UN and bilateral policies

As interviews with experts from UNDP and ILO confirmed, the livelihoods approach continues
to be a defining theme within the UN, even though its overall prominence in international de-
velopment discourse has been less compelling in the field of fragility and conflict. Respective
policy guides of both organisations (e.g. ILO 2010 and UNDP 2013) testify to this consistency
in approach. As interviewees within ILO’s CRISIS group pointed out: ‘Instead of using the term
‘jobs’ like the World Bank, we focus on ‘employment’, which is more linked to securing liveli-
hoods.’

Other bilateral donors, notably DFID as a core donor of the Secure Livelihoods Research
Programme, still use the livelihoods terminology, but are increasingly influenced by the WB'’s
dominant jobs rhetoric.#*

The question whether and to what extent the livelihoods concept is taken up in current devel-
opment policies is not merely semantic. Answers elucidate the prioritisation policies give to a
certain policy goal (stabilisation or economic growth), thematic foci (the broader dimension

of development versus development as economic development or job creation) and the level
of intervention (household or enabling (institutional) environment). Policies primarily aimed
at stabilisation and human security continue to demonstrate strong commitment to the liveli-
hoods approach, both in defining their unit of analysis and the objective of their socio-econom-
ic approach. On the other hand, policies whose primary aim is poverty eradication and growth
appear to shift their direct responsiveness away from the local level to the institutional level.
However, measuring the successes of the latter policies will still have to take account of house-
hold and community levels.

While most interviewees thought that the livelihoods approach was increasingly being ne-
glected in current policies — and some felt for good reasons (see above), others saw the current
shift away from basic services to private sector development and job creation as an opportunity
for donors to place a greater focus on livelihood interventions.# However, this will largely de-
pend on whether private sector development will benefit first and foremost local entrepreneurs
and their communities and not primarily, as some recent policies suggest, external economic
actors — the topic of the next section.

41 See Goovaerts, P. et al. (2005): Demand-driven Approaches to Livelihood Support in Post-War Contexts: A Joint ILO/WB Study, the WB Social
Development Papers, Conflict Prevention and Reconstruction Series — CPR no. 29.

42 Interview with the director of the Secure Livelihoods Research Programme.

43 Two interviewees quoted members of the 2011 WDR team as confirming that what were referred to as ‘jobs’ in the report essentially meant
livelihoods.
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3.2 Local entrepreneurs versus external economic actors

A UNDP report from 2008 explores the central message ‘that economic recovery is quicker
and more sustainable when it supports and builds on indigenous drivers because local ac-
tors are the best placed and have the strongest long-term incentive to engage in activities
conducive to sustained economic recovery.” (UNDP, 2008: 89) In that report, local actors are
primarily opposed to external aid/development agents from donor governments or their non-
governmental development partners. No explicit reference is made to external private sector
actors.

This is clearly changing in more recent policies. The steady increase in foreign direct invest-
ment, including from non-OECD countries such as China and India (OECD/DAC, 2010: 3),
coupled with shrinking aid budgets and the ensuing combination of trade, investment and
development agendas (e.g. NL MFA, 2013a), the role of external private sector actors is gain-
ing growing attention from the international development community (Forrer, 2012: 2; Ha-
meed/Mixon, 2013: 1). This general trend is reflected to distinct degrees in the international
and Dutch policy documents reviewed for this paper.

This section starts by analysing the documents chosen for this review with respect to the role
and priority they grant to local and foreign entrepreneurs investing or operating in fragile set-
tings. By taking account of the development of this topic over time, the aim is to distil from
that analysis those drivers and nuances that stand out or tend to be neglected and reflect
upon potential implications. In particular, two questions were found to be tackled quite differ-
ently, with evolving priorities and nuances over time and across different policy documents.
One relates to the role granted to local versus foreign entrepreneurs in fragile environments
and the other deals with different approaches to the informal economy.

1. Local versus foreign entrepreneurs

Taking as a starting point the three key influential policy strands discussed in chapter one
(respectively authored by the UN, the OECD/DAC and the ID, and the World Bank’s WDR
2011), the focus in these reviewed documents clearly lies on the local market, the domestic
private sector and its entrepreneurs. They are the centre of attention in the problem analysis
when economic implications of violent conflict or economic causes and triggers of fragility
and crisis are being discussed. The 2009 UN Policy, 2011 WDR and the OECD INCAF paper
of 2011 dedicate much emphasis to the recovery of local businesses and seek opportunities
to strengthen the capacities of local suppliers. However, while the 2009 UN policy makes
hardly any reference to foreign companies/investors, and restricts itself to a few remarks with
regard to ‘equal treatment’ (UN, 2009: 35) or ‘national treatment’ (UN, 2009: 38) that should
be accorded to both foreign and local companies, more recent policies have shifted greater
attention to the presence of foreign companies in fragile states. Their arguments in favour of
a stronger focus on these external economic players, as presented in the 2011 WDR, recent
INCAF publications (OECD/DAC, 2013; OECD/DAC, 2014) or the recent IFC Jobs study (2013)
draw on the following reasoning.

A stronger role of foreign entrepreneurs in contexts of fragility
First, in response to an increasingly globalised economy, and the growing presence of inter-
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national businesses in fragile markets, policies look at foreign investors as beneficial to the
local economy as providers of both access for emerging markets to international markets
and better-quality jobs to local populations. Indeed, acknowledging the cost benefits of cheap
labour and other locational advantages, international companies move stages of production
to emerging markets, thereby offering the opportunity to the local economy to overcome
their isolation from international trade (OECD/DAC, 2013: 70). More generally, the 2011 WDR
stresses the value of foreign investors as key resources ‘to draw on’ for their potential to ‘cre-
ate links with local entrepreneurs’ in the form of local procurement and local supply and dis-
tribution chains (WB, 2011a: 274; IFC, 2013: 144). By comparing the contributions in terms of
job creation within different private sector categories, IFC’s Jobs Study (2013) further comes
to the conclusion that foreign direct investment not only provides an opportunity to ‘aug-
ment scarce internal resources in terms of capital, skills, and technology’, but that workers in
foreign-owned firms tend to enjoy higher wages and better working conditions and social pro-
tection than employees of domestic-owned firms (IFC, 2013: 49).

Second, in addition to the potential benefits for the local economy of fragile states, the INCAF
report also highlights the tax potential particularly of the one-in-four fragile states endowed
with abundant natural resources, a potential that thus far has been largely untapped. Reforms
in tax policy and administration are hoped to help unleash that potential and enable fragile
state governments to contain aid dependency and (re)build legitimacy vis-a-vis their citizens
by using the increased revenue base for improved basic services (OECD/DAC, 2013: 12).

A third argument for greater attention to foreign economic actors departs from the reason-
ing that foreign investors can also do harm to the socio-economic development of fragile
environments, and have repeatedly done so in the past. In response, a variety of voluntary
initiatives have emerged over recent years to improve the transparency and accountability of
foreign trade and investment, particularly in those sectors that had become infamous for irre-
sponsible business practices. The 2011 WDR, OECD/DAC, (2013), and policies by multilateral
development organisations and the Netherlands all stress their commitment to those recent
global, regional, country-level and industry-specific initiatives and responsible business stan-
dards, such as the Extractive Industries Transparency Initiative (EITI), the Kimberly process
and the Voluntary Principles on Security and Human Rights, Forest Law Enforcement, Gover-
nance and Trade (FLEGT) and the United Nations Convention against Corruption (UNCAAC)
(INCAF, 2013: 77; WB, 2011a: 188; UNDP, 2013: 38/39; NLMFA, 2008: 46; Sweeney, 2009: 38).

Uptake in policies

Over the past couple of years, the description of the role local and foreign economic actors
play in development has evolved towards a stronger emphasis on the benefits of foreign
investments.4 Generally, whereas stability-focused policies concentrate on the third argu-
ment listed above which calls for greater regulation of the global economy, economic growth
strategies, including the Dutch multi-pronged trade/development/investment approach, are
increasingly outspoken about promoting foreign investment and trade to yield both develop-
ment and business objectives.

Dutch multi-pronged development, trade and investment policies have, however, extended

44 Particular emphasis on external economic actors prevails in the field of natural resource management. Example: Joint publication by UNEP,
PBSO, UNDP and UN Women (2013): Women and Natural Resources. Unlocking the Peacebuilding Potential.
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their development agenda much further into the sphere of national economic interests. Be-
sides presenting security constraints in fragile settings as a direct threat to Dutch economic
interests (not just to national security), A World to Gain promotes fragile states as an op-
portunity for Dutch companies to invest in and secure resources and business opportunities
— with financial support from ODA budget — that otherwise will be explored by other foreign
economic actors.

The trend to concentrate on the favourable effects of foreign companies in fragile states
rather than ‘watching out’ for their potential harmful effects on fragility and conflict is in
fact a general one. It can partly be explained by the global economic crisis and the search
for alternative and innovative forms of development delivery. The latter is also a reaction to
mixed results of conventional development cooperation in fragile settings and to the efforts
undertaken by the private sector itself to demonstrate the societal or ‘shared’ value of its op-
erations. This growing positive attitude towards the private sector by donors has triggered a
readiness on the part of at least some NGOs to place less emphasis on their watchdog role
and instead seek alliances with this new potential development partner.+s

Lost nuances?

Notwithstanding this rather radical shift in perception, moving from a focus on scandals to

a presentation of multiple positive contributions, the 2011 WDR as well as the INCAF offer
some critical nuance. On the one hand, the WDR report warrants that not all investment ‘in-
creases with improving state governance’, but that some investments flourish in the absence
of environmental and social legal protection (WB, 2011a: 231). Similarly, INCAF acknowledges
the evidence that ‘even if company’s payments and government revenues match’ the extrac-
tion of natural resources in fragile states can finance illegal armed groups and fuel or prolong
conflict (OECD/DAC, 2013: 77).

On the other hand, the WDR, introduces the ‘dual accountability dilemma’ to explain why in-
ternational actors tend to prioritise form over function. The argument goes that international
actors are accountable first to their constituencies and only then to their counterparts and to
the citizens of the recipient state (WB, 2011a: 200 ff.). The Report applies this dilemma to the
international development sector with some detail, explaining their often prevailing prioritisa-
tion of symbolic processes such as elections and the readiness to accept delays in implemen-
tation for the sake of greater transparency and accountability towards donors and their tax
payers. The relevance, timeliness and legitimacy their strategies may have in the eyes of local
stakeholders come second.

In addition, expectations from fragile state government counterparts may not always align
with the needs and expectations of other local partners and hence add another layer to the
accountability dilemma.

Although not further explored in relation to businesses in the WDR, the accountability di-
lemma also applies to international investors. Indeed, compliance with international labour
standards, for instance, does not automatically imply that business strategies meet the needs

45 Interviews with two NGO representatives. Several NGOs have indeed undergone reforms, as an outcome of which their new organisational
structure mirrors the increased priority the organisation lends to its cooperation with international companies.
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of their employees. For example, the formal requirement to equip every tenth employee with
a mobile phone that enables him or her to call for help in case of an emergency may fulfil a
formal requirement. But it won't cater for the needs of workers in an area where there is no
network (as is the case in many rural areas).4¢ A growing body of empirical evidence on the
impact of fair trade offers a wealth of critical insights which suggest that putting the needs
and interests of violence-affected populations behind the interests of external constituencies
poses a particular challenge to the ambition of conflict-sensitivity.

In the end, whether or not increased consideration of foreign investors in fragile states will
benefit local socio-economic development will greatly hinge on the extent to which this new
focus comes at the expense of understanding and responding to the needs and potentials of
local entrepreneurs. In response to the IOB evaluation, which calls for greater attention to
the strengthening of local structures, the Dutch Stabilisation and Humanitarian Aid Depart-
ment of the Netherlands’ Ministry of Foreign Affairs asserts that local actors and local struc-
tures already constitute an important starting point for its policy (NLMFA, 2013d: 7). How-
ever, in the context of socio-economic development, this focus is perceived to have shifted
from local economic actors to Dutch and international investors, at least as part of its overall
development and trade agenda (NL MFA, 2013a).

Options to ensure benefits for local entrepreneurs from foreign investment

Policy-makers have different tools at hand to shape the weight and quality of the impact of
external economic actors on local communities. First, donor governments can support and
encourage international companies to engage in fragile markets in a responsible manner. The
promotion of responsible investment can consist of business environment reforms that will
discourage irresponsible business behaviour. Another way of incentivising sustainable busi-
ness behaviour that is receiving a lot of attention in current policy strategies is the support of
voluntary regulatory standards.

But more can be done. Development partners could leverage their experience in providing
support to local entrepreneurs with the aim to facilitate their link to the supply chains and
larger markets of bigger companies. In this context, value chain development has been em-
phasised as an area of high potential to maximise local benefits of foreign investment and
foster inter-company and cross-sectoral relations along the chain (WB, 2011a: 200; Sweeney,
2009: 52 Bagwitz, 2009: 59 ff.; USAID, 2008).

A third avenue towards maximising the benefits of foreign investments for local communities
appears to run the risk of being overlooked in the current enthusiasm for the private sector’s
role in fragile settings. This is the support donors and development actors can provide to the
local civil society in fragile settings. Not only does civil society in those settings tend to be
fragmented and absorbed by the necessity to cater for their basic needs. Its space to operate
is routinely also quite restricted by governments that are more concerned about security and
their monopoly on the use of force than about the freedom of expression of their citizens. As
a result, those societies lack the critical mass of checks and balances that can contain arbi-
trary decisions, whether by government or companies.

46 Example observed by author in Ethiopia, evaluating the socio-economic impact of the floriculture industry, after the introduction and dissemi-
nation of a Code of Practice for better labour and environmental standards.
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Most interviewees support the potential benefits that foreign investors can bring to fragile
environments. However, they generally concurred that this growing focus on external eco-
nomic actors should not come at the expense of local entrepreneurs. In other words, local
economic development should remain the objective in development.Support to foreign
investors should be explored as a possible means to strengthen that objective, but not as a
goal in itself.

2. Informal versus formal sector

Most people in fragile settings work in and/or depend on the informal sector.47 What ham-
pers their socio-economic development is not only the inherent constraints on the growth

of informal businesses, but also their vulnerability to violence and crime and the general
absence of any meaningful social protection against illness, disability or unemployment (Ary-
eetey, 2010). This makes the informal sector a topic of particular interest in a review of socio-
economic policies. How is the informal sector defined in socio-economic policies and what
is their proposed response to deal with a variety of economic activities ranging from informal
street vending to well-connected businesses, yielding high profits outside of regulation?+

Recurrent characteristics in informal sector definitions

On the one hand, the informal sector is described and understood as a means of survival,

a default solution in the absence of alternative income opportunities in the formal sector.
Stabilisation policies tend to look at informal income-generating activities from a livelihoods
point of view, emphasising the merits of the informal sector as a means of survival, a locally
embedded coping strategy that deserves support (UNDP, 2013: 71; ILO, 2010: 39). But the
2011 WDR also refers to jobs in the informal sector as being perceived, together with agricul-
ture, as the only realistic prospect for large-scale job creation (WB, 2011a: 257).

This picture clearly differs from growth-oriented policies, in which the informal economy is
essentially understood as a major constraint to economic growth in the formal sector, as it
undermines fair competition. Compared to unemployment, the IFC portrays the informal
economy as the greater of two evils, as it captures people in poverty (IFC, 2013: 5, 83). In-
formal sector activities in these policies are not appreciated for their ability to offer the only
available source of livelihood to the majority of people, but predominantly described as major
obstacles to the growth of formal businesses. Furthermore, apart from significantly broaden-
ing the states’ tax base, larger formal companies are expected to provide better financial and
non-financial employment benefits to their workforce than smaller companies, especially
those operated outside regulation.

It is also worth noting that there seems to be a general association of informality with smaller
businesses: ‘such survival, subsistence-type informal economic activity’ (IFC, 2013: 10).
Moreover, the IFC underscores the link between employment in the informal sector, poverty,
and bad labour standards. However, such an implicit link deviates from the fact that infor-
mality, particularly in the absence of a regulatory framework and weak enforcement mecha-

47 One commonly cited ILO statistic (from Women and Men in the Informal Economy, 2002) estimates non-agricultural informal employment
in sub-Saharan Africa, home of most fragile states, to be around 8o per cent (excluding South Africa). Clearly, if agricultural employment is
included, this percentage is even greater. According to Steel and Snodgrass (2008), the informal economy accounts for as much as go per
cent of new jobs.

48 What is referred to here as the informal sector or shadow economy is not to be confused with the criminal economy, but broadly defined as
non-criminal income generating activities that occur outside any legal regulations.
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nisms, flourishes at all levels and can go hand-in-hand with formality. For example, Cramer
and Sender in one of the background studies to the WDR 2011 explore the frequent practice
of informal employment by formally registered larger companies in fragile states (Cramer/
Sender, 2010: 1).4° Furthermore, surveys in West Africa find that a significant number of large
firms also remain in informality (Benjamin and Mbaye, 2012). Generally, it is safe to argue
that low labour standards unfortunately do not only apply to informal employment but have
been reported to characterise large parts of formal employment as well — where labour stan-
dards exist de jure, but say little about de facto employment conditions.

Another feature which captures the heterogeneity of the informal sector is the distinction
between those few entrepreneurs who came into existence ‘out of aspiration’ and those who
established themselves ‘out of desperation’. While the former may be willing to formalise, the
latter have proved more likely to remain informal (IFC, 2013: 142). In the past, stabilisation
policies and livelihood approaches have focused their attention on the latter, particularly in
post-conflict environments and contexts of fragility. But more recent policies have extended
their trust to the high-potential entrepreneurs — not only to yield more sustainable develop-
ment outcomes, but also to foster peace. This growing readiness to target the winners (and
not only the losers) in fragile contexts is part of the broader policy trend described in the pre-
vious chapter.

Policy responses to the informal economy

Although informality features, to various degrees and with varying approaches, in all policies,
there is very little on offer in terms of policy directives on how to deal with informality in frag-
ile economies. However, while the UN 2009 policy’s response to the informal sector presents
formalisation as the only viable option (UN, 2009: 35, 37, 38), some more room to manoeu-
vre seems to have been created in recent publications (GF, 2012: 6). UNDP’s 2013 Liveli-
hoods Guide, for example, states that support to the informal sector is no longer primarily
aimed at its formalisation, but first and foremost follows the logic of taking existing local ini-
tiatives as a starting point and strengthening them in their own right in order to foster liveli-
hoods. The ultimate aim of formalisation has evolved into a secondary objective. By the same
token, the ILO supports informal apprenticeship as an alternative to the much more costly
formal vocational training system, which requires a lot of prerequisites that fragile contexts
tend to lack (infrastructure, formally trained staff, registration/certification systems, etc.).

Reflecting on the challenge of supporting employment in the informal sector, UNDP admits
that it takes considerable effort to change the persisting perception within some societies,
notably among young people, that working in the informal or micro and small enterprise
sectors is proof of failure. To transform that culture, ‘Policies and programmes can be de-
signed to promote attitudinal changes by raising awareness of the potential value of self-
employment and work in the informal sector both for individual advancement and for local
economic recovery’ (UNDP, 2013: 109/110). Ironically, given the dearth of development strat-
egies to strengthen economic activity in the informal sector, there might be a need for similar
promotional activities among the donor community as well.

49 Statistics used in the IFC’s job study explicitly exclude workers in the formal sector with no proper contract (IFC, 2013: 54).
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The World Bank Headline Seminar on Inclusive Growth and Employment in Fragile Situations
(2010) treats the topic of the informal sector with some nuance by noting that the employ-
ment challenge is not properly faced in fragile situations without addressing the issue of the
informal economy, in which the vast majority are (self-)employed: ‘Especially in post-conflict
environments, policy makers should resist the rush to regulate informal activities and focus
instead on how to leverage the growth of informal enterprises through greater access to fi-
nance, technical support, and information’ (WB, 2010: 2).

This emerging readiness to promote the growth of informal businesses as an objective in
itself stands in sharp contrast with the IFC’s approach to the informal sector in developing
countries. Although the IFC suggests that strategies should consider support for the infor-
mal sector through informal apprenticeships and micro-finance, the urgency to link these
approaches to incentives to formalise prevails (IFC, 2013: 108). As a compromise approach,
some policies focus on the (potential) linkages between formally established businesses and
informal producers, often in the context of agricultural value chain development (Dudwick/
Srinivasan, 2013).

In sharp contract with these emerging policies calling for support to businesses operating
outside formal regulation, the Dutch policies remain largely silent on the topic.®

3.3 Institutions and elite pacts shaping socio-economic
development

The role of institutions in the field of socio-economic development in fragile settings was
chosen as a third topic for discussion in this policy review partly for its broader thematic
angle but also for the attention it has gained in policy circles. What is striking about the dis-
cussion around institutions is that the 2011 WDR is much more nuanced than the policies
emanating from it, as the latter essentially emphasise the need to strengthen legitimate and
functioning institutions.

Most policies on socio-economic development in fragile settings appear to largely disregard
the challenges revealed by the WDR with respect to the significance of highly personalised
agreements and patronage networks that shape and drive, complement or undermine the
formal and informal institutions. This section seeks to present some of the insights offered
in the 2011 WDR and then screens other policies for possible take-up of these nuances, in
both their analysis and policy response. Since the scope and purpose of this review do not
allow for comprehensive coverage of this broad topic, this section raises only a small number
of considerations revealed in the policy documents reviewed.

Within policy circles, what quickly spread as the WDR’s central message is the recognition
‘that strengthening legitimate institutions and governance to provide citizens with security,
justice and jobs is crucial to break cycles of violence’ (WB, 2011a: 2). The composition and
prioritisation of this trilogy has often been labelled as a ‘fundamental re-think’ on how to ap-

50 The 2013 letter on Entrepreneurship for Development does, however, highlight the role of the private sector as the main provider of formal
and informal employment (NLMFA, 2013b: 15). The A World to Gain policy refers to the informal sector only once, acknowledging that many
people, especially women, work in the informal sector (NLMFA, 2013a: 16).
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proach fragile states (Wittkowsky, 2011: 3). This judgement might apply to the report in com-
parison to its predecessor; the much decried 2003 WDR on Breaking the Conflict Trap (Jones/
Rodgers, 2011:1).

However, the insights that ‘weak institutions are a critical factor in explaining cycles of vio-
lence’ (WB, 2011a: 10) and that there is a need to ‘accept the links between security and de-
velopment outcomes’ (WB, 2011a: 276) merely echo earlier statements. The WDR team itself
recognises that previous work by INCAF already emphasised the links between peacebuilding
and statebuilding (WB, 2011a: 10). And, as stated elsewhere, ‘it has been argued for more
than 20 years that institutions matter for growth and poverty reduction as well as for political
stability and inclusive social development’ (DFID, 2010: 9).%

Yet, portraying the promotion of legitimate and functioning institutions as sine qua non of
overcoming crises serves the Bank’s own strategic interests rather well. With institutional
development at the heart of its mandate (WB, 2011b: 1), the Bank positions itself prominently
through the 2011 WDR as a key player within the new approach for a more effective engage-
ment in contexts of fragility.

What is more likely to qualify as a shift in thinking, particularly for the World Bank Group
itself, however, is what the 2011 WDR says about the dynamics that take place behind these
institutions and what is repeatedly referred to in the report as power bargains, informal
agreements or elite pacts. Reflections on the deeply political nature of fragility are even more
intriguing in the light of the Bank’s mandate preventing it from getting involved in political
matters.>> Nevertheless, in its 2011 WDR operationalisation strategy, the Bank actually ad-
mits that its institution-building approach has been so far too technocratic. Instead, the WB
argues, reality in fragile settings calls for an approach to restoring confidence and building
institutions ‘that is adapted to the local political context’ (WB, 2011b: 1).

The informal power struggle behind the facade of formal institutions as presented in
the 2011 WDR

Two concepts and the way in which they a in the 2011 WDR are revealing of the Bank’s under-
standing of the informal political dynamics in fragile contexts: institutions and elite pacts.

‘Institutions — the formal and informal ‘rules of the game’. They include formal rules,
written laws, organizations, informal norms of behavior and shared belief — and the
organizational forms that exist to implement and enforce these norms (both state
and non-state organizations). Institutions shape the interests, incentives, and behay-
iors that can facilitate violence. Unlike elite pacts, institutions are impersonal — they
continue to function irrespective of the presence of particular leaders, and thus pro-
vide greater guarantees of sustained resilience to violence. Institutions operate at all
levels of society — local, national, regional, and global’. (WB, 2011a: xvi)

51 However, later in the report it is stated that the report’s ‘work on institutional correlations is new, and (that) more research is needed on why
countries with weak formal institutions experience repeated bouts of violence’ (WB, 2011a: 87).

52 As pointed out by Rocha Menocal and Othieno (2008), given its mandate, the Bank’s definition excludes explicitly political variables, while
giving considerable weight to macro-economic management, the strength of institutions and the quality of (economic) governance (Rocha
Menocal/Othieno, 2008: 1).
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‘Elite Pacts are formal and informal agreements by the holders of political, military,
or economic power. These agreements, often enforced through coercion and patron-
age, are typically ‘personalised’, based on individual agreements. Throughout his-
tory the key-motivating factor in forming an elite pact has been the wish to contain
violence and to secure the property and economic interests and opportunities of pact
members. The report argues that elite pacts can provide short term security but that
violence often recurs unless the pact broadens and is accompanied by institutional
transformation’ (WB, 2011a: xv).

Drawing on these definitions, the report explores the power struggle behind the facade of
formal institutions in various text passages. First, it acknowledges the importance of infor-
mal institutions, recognises the continuous interaction between informal and formal institu-
tions (WB, 2011a: 122), and describes how legacies of mistrust and corruption have to be
overcome to rebuild confidence and shared belief (informal institutions) in formal rules and
organisations (formal institutions). The report furthermore recognises that any important
shift within fragile societies will create both winners and losers and that the latter group will
generally resist change (WB, 2011a: 8), also realising that any external intervention will force
a change in the division of economic and political benefits (WB, 2011a: 87). Moreover, atten-
tion is given to the need for strong leaders to build (often informal) coalitions for change,
but also to the challenge of then transforming ‘personalised leadership to more permanent,
depersonalised institutional capacity and accountability’ (WB, 2011a: 106).

With these elaborations, the World Bank exhibits a thoroughly political approach to under-
standing problems of socio-economic development and peace that clearly goes beyond the
conventional approaches of institutional economics.

The main difference between institutions and elite pacts is explained by stressing the im-
personal and inclusive character of institutions as opposed to the personal and exclusive
nature of elite pacts. However, this clear-cut distinction seems to overlook the fact that
formal organisations — and even written rules in fragile contexts where there are deeply en-
trenched systems of patronage — tend to stand and fall with powerful people. In reality, the
line between strong political leadership in institutions and personalised elite pacts is elusive.
And the World Bank’s rhetoric of ‘acquisition of legitimacy’ (WB, 2011b: 3) and ‘delivery of
security, justice and jobs’ — as if these were commodities (Jones/Rodgers, 2011: 12) — is not
helpful in distinguishing between (institutional) efforts to be perceived as fair by citizens and
(elites’) endeavours to buy loyalties.

The central tenet of the report in terms of policy response is to develop a better understand-
ing of elite pacts in order to progressively transform them into more inclusive and less per-
sonalised institutions. More specifically, the WDR suggests two new strategies: a stronger
focus on domestic political struggles and the search for and incremental expansion of so-
called ‘inclusive-enough coalitions’.
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Policy response: understanding internal political struggles and working with
inclusive-enough coalitions

The World Bank’s call for a stronger focus on the political economy entails, first of all, a more
politically sensitive understanding of fragility. For instance, it points out that in some cases
fragility is not a result of recent violence, but linked to structural realities despite the exis-
tence of relatively stable institutions (WB, 2011b: 1). The WDR team further acknowledges
that the work of the Bank’s former research director, Paul Collier, ‘focuses less on domestic
political dynamics and more on low income, corruption and natural resource rents’, a short-
coming the report seeks to complement.® The report also demonstrates awareness that ‘any
intervention (e.g. holding elections, dismantling patronage networks, giving new roles to
security services, decentralising decision-making, empowering disadvantaged groups) will
inevitably create both winners and losers’ (WB, 2011a: 9).

As a next step, the proposed strategy to assist fragile societies to transition from elite pacts
to inclusive, legitimate and accountable institutions is to work with so-called ‘inclusive-
enough coalitions’. The idea is that transition opportunities can lead to more decisive action
if leaders build coalitions for change (WB, 2011a: 120). Such coalitions, most frequently in-
formal arrangements, might not be all-inclusive. However, they might offer entry points for
change whose legitimacy base can then be broadened over time.

The private sector is highlighted as a crucial partner in those coalitions as ‘outreach to the
private sector can help build a sense of the long term, which is critical for planning, invest-
ment in the future, and sustainable growth’ (WB, 2011a: 122). Another recipe for success
for such coalitions at national, sub-national or local level seems to be: the more diverse,
the better the chance of growing societal legitimacy and support (ibid.). Informal patronage
networks are listed as potentially necessary partners in that coalition, albeit on a temporary
basis. The idea is then to dismantle those patronage systems over time, as depersonalised
institutional strength builds (WB, 2011a: 123). Another critical ingredient of success is the
ability to articulate a vision of hope, develop a sense of shared identity and to communicate
that broadly (ibid.).

How much of this is reflected in the policies reviewed for this report?

Generally, there is growing awareness of the significance of the political economy in contexts
of fragility. As the policy spectrum framework introduced in Chapter 2 shows, while economic
policies have increasingly looked into the political dimension of economic development, sta-
bilisation and peacebuilding policies have incorporated greater awareness of the economic
factors of political processes and interventions.

More specifically, the interaction between local power structures and socio-economic de-
velopment was largely absent in the 2009 UN policy, but does feature in UNDP’s livelihood
guide: ‘Emergency employment projects can inadvertently strengthen local power structures
if local or community leaders are able to channel benefits to their families or client networks,
creating patronage and social exclusion’ (UNDP, 2013: 37). The policy further envisions the

53 Yet, the insights emerging from political economy analyses suggest that these are two sides of the same coin, as low income, corruption and
natural resource rents cannot be understood and addressed without understanding the internal political processes driving and sustaining
those phenomena — in other words, without an understanding of who benefits from them.
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systematic use of political economy analyses to explore the ‘power dynamics, the influence
and incentives of political participants, and their interest in reform’ (UNDP, 2013: 91).

As shown in section 2.3, the Netherlands and other bilateral donors have also committed to
context analyses that take greater account of the political dimension and power dynamics of
conflict and fragility, with the Dutch Fragile States Strategy stating that ‘a detailed analysis of
the local political situation should dictate the mix of interventions’ (NLMFA, 2008: 22).
However, when it comes to the question of how political economy analyses are being used
in development practice, it appears that this insight — which was meant to introduce a para-
digm shift from conventional technocratic donor approaches to more politically informed
and sensitive strategies — tends to become yet another technical exercise, often outsourced
to external consultants, to legitimise donor interventions in fragile contexts without actu-
ally influencing them. As experts interviewed for this review confirmed, conflict and political
economy analyses rarely translate into a more political engagement in socio-economic de-
velopment, but rather serve as a guide to manoeuvring socio-economic development around
fragility issues.

A clear proof of this missed opportunity is donors’ general reluctance to collaborate and
support coalitions of leaders that may lack a broad and diverse support base (and which the
WDR refers to as inclusive-enough coalitions). No policy recommendation could be found in
the reviewed policy documents implying support to existing elite pacts and informal arrange-
ments between local leaders. Instead of taking those existing coalitions as a starting point,
the UN, for instance, proposes to develop ‘legitimate and transparent channels of influence,
which may need to replace existing informal mechanisms’ (UNDP, 2013: 90).

In contrast, while economic growth-oriented policies generally emphasise the urgency to
improve the enabling business environment to promote fair and inclusive socio-economic
development, these strategies routinely focus exclusively on formal state institutions and at
most depict economic elites as potential rent-seekers and unfair competitors. The one-sided
perception of the informal sector as powerless micro-entrepreneurs, whom policy-makers are
carefully showing some readiness to support, may also be interpreted as donors’ reluctance
to engage with the more influential power-brokers.

Possible explanations for reluctance in policies to move from a technical to a
politically informed and sensitive approach

Interviews with policy-makers and experts suggested a number of possible explanations for
donors’ reluctance to shift from technocratic institution-building to politically sensitive and
locally grounded approaches that may entail compromise rather than best practice.

First and foremost, adopting a politically sensitive and locally grounded approach in fragile
contexts seemingly implies meddling with internal political struggles. This is something do-
nors are reluctant to do openly, and for good reasons. For some international actors, such
as the World Bank, their mandate may formally dictate that they should not get involved in
political matters. For donors and development partners more generally, political interference
in internal affairs is traditionally not appreciated by host governments, whose political buy-in
remains critical for effective cooperation.
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By reaffirming the principle of ownership and putting fragile states’ governments in the lead
of any development cooperation in their countries, openly announcing a shift from a techni-
cal to a political engagement would simply put an end to most international engagement.
Donors and their development partners therefore continue to emphasise the technical, apo-
litical natural of their work.

Moreover, working with domestic power networks and inclusive-enough coalitions entails
the risk of ending up supporting illegitimate leaders, which might eventually cause problems
of accountability to donors’ own constituencies (see dual — or multiple — accountability di-
lemma in previous section). Hence, donors tend to seek better political insights primarily to
assess the risk of their interventions, rather than to influence internal power politics directly.
Another reason brought forward by interviewees relates to donors’ and implementers’ own
organisational structures. Responsibility for developing socio-economic policies for fragile
contexts lies either with an economic department or a more politically-oriented organisation-
al unit, but is rarely a joint effort. Policy experts confirmed that this generally causes a certain
bias towards either economic or governance targets and a tendency towards neglecting the
links between political and economic local actors and their respective interests.

Lastly, the prevalence of conventional development tools (e.g. logframes) and the need for
clear and tangible targets do not match well with the challenges of a more political approach,
which would entail a greater focus on political processes, longer-term timelines, room to
experiment, and the flexibility to adjust an approach that has not worked well enough. Al-
though these technical, result-oriented tools and frameworks have proved resistant to adapt
to highly volatile environments and yield the expected results, they are part of a larger system
of donors’ accountability vis-a-vis their domestic constituencies. Tax payers and parliaments
in donor countries demand tangible results and are less convinced by processes as long as
these haven’t materialised in measurable outputs, as NGOs pointed out.

These political, organisational and practical constraints may at least partly explain why the
ultimate paradigm shift called for by the 2011 WDR still awaits its implementation: The chal-
lenge ahead for donors and their development partners is to translate their growing political
awareness into a more politically informed and economically sound engagement daring to
influence the incentives for local leaders to gradually deliver sustainable changes towards
more inclusive socio-economic development.
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Concluding remarks

The review and analysis of influential Dutch and international policies on socio-economic
development in fragile settings suggest two major findings.

First, the reviewed policies essentially stem from two distinct policy fields, the economic
development and the peacebuilding domain. Policies from these two respective areas are
found to tackle the multi-layered nature of socio-economic development in contexts of fragil-
ity with different primary goals, and with different understandings of the link between socio-
economic development and fragility, and hence produce distinct sets of policy responses.
Appreciating these differences in approach helps us to understand the comparative strengths
and complementarities of these policies.

Second, policies from both fields are found to be undergoing a converging trend. While the
peacebuilding and economic development communities used to operate largely independent-
ly from one another, the complexity of fragile settings has prompted their mutual rapproche-
ment. These trends can be understood as part of a major paradigm shift in international
thinking on conflict and peace: the call for greater awareness and a thorough understanding
of how economic actors, and socio-economic needs and opportunities, intertwine with the
inherently political nature of fragility and how, in turn, the long-term success of peacebuilding
processes hinges on enduring economic prospects.

In principle, the rapprochement of these two policy fields on the topic of socio-economic de-
velopment in fragile settings unleashes significant potential for leveraging complementarities
and comparative strengths, and hence for smoothing the way for more systematic joined-up
policies and partnerships. Closer cooperation and complementarity in peacebuilding and
economic development policy-making will be critical to address the complexity of factors that
make certain regions fragile.

To date, as the discussion of three controversial issues revealed, competing languages and
priorities seem to prevent this potential from unfolding. However, the juxtaposition of jobs
and livelihoods, local and external economic actors, institutions and elite pacts did not lead
to the conclusion that these approaches are incompatible. Rather, it revealed how the two
seemingly competing perspectives not only can but should be combined to promote socio-
economic development and contain fragility.

First, while the focus on livelihoods in their multiple facets has been and continues to be a
defining theme and approach in UN policies, notably taken forward by the UNDP and ILO,
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the concept has largely been absent from the influential WDR. Yet, the analysis concluded that
despite the obvious shortcomings of the concept there are compelling arguments for contin-
ued attention to livelihoods in future policies. What may be emphasised as a limiting factor —
its natural focus on households and the community level — is in fact its comparative strength.
If complemented by other frameworks of analysis at higher institutional level (e.g. resilience),
the livelihoods approach, with its tools and systems, could play a critical role in gathering the
much needed empirical evidence on how fragility impacts on households and to what extent
socio-economic strategies are successful in countering this impact.

Second, the apparent contrast between a mounting enthusiasm to welcome foreign investors
to the scene of development and peace and the growing readiness to extend support to those
local economic actors who operate below the radar of formal regulations is not a matter of
‘either/or’. A better understanding of both actors bears relevant insights into the trade-offs of
economic efficiency in contexts of fragility and high risk and into (economically less efficient)
local coping strategies that can foster resilience. In the end, conflict-sensitive socio-economic
development will require both the resources and commitment of external economic actors and
their embedment in the local economy.

Third, what this review unpacked as the actual paradigm shift of the 2011 WDR consists in its
elaborations on the prevalence and significance of elite pacts and power networks that shape
or undermine the formal and informal institutions in fragile societies. Whereas the report’s
general emphasis on the importance of functioning inclusive and impersonal institutions has
travelled with ease into all policy documents, these more challenging acknowledgements of
highly political interdependencies and the call to engage with so-called inclusive-enough co-
alitions are largely neglected in the policies reviewed. Donor policies generally recognise the
complexity of fragility and commiit to thorough political economy analysis. However, the impli-
cations of such analyses are yet to translate into politically informed and sensitive approaches.

The key to overcoming the political, practical and organisational obstacles that were identified
as hampering that process may lie, once more, in a better understanding of the comparative
advantages of different policy domains and greater readiness to partner-up with other policy
communities and implementing organisations that are better equipped to do the job. Indeed,
there is a difference between acting upon a sound understanding of internal political affairs
and actual interference. Understanding and using political insights may not necessarily require
exceeding one’s mandate. Rather, a better understanding of the incentives and opportunities of
local actors will help to decide how to focus and design interventions in fragile situations more
effectively. Insights into the political economy of state- and peacebuilding will further help to
decide when and where it is appropriate for socio-economic development actors to refrain
from providing support and/or partner up with other organisations that are better equipped to
carry forward the political dialogue.

Evidence from the policies reviewed for this study suggests that the ingredients for a compre-

hensive and balanced approach to socio-economic development in fragile settings already exist
and have complementary strengths. The question now is whether these new insights are taken
forward in more systematic collaboration between policy-makers of both the peacebuilding and
economic development domains. Future research can encourage and guide such collaboration.

54



References

Aryeetey, E. (2010). The Informal Economy, Economic Growth and Poverty in Sub-Saharan Af-
rica. Framework Paper. African Economic Research Consortium.

Bagwitz, D. et al. (2009). Sustainable Economic Development in Conflict-Affected Environments.
A Guidebook, Deutsche Gesellschaft fiir Technische Zusammenarbeit, Eschborn.

Benjamin, N. and A. A. Mbaye (2012). The Informal Sector in Francophone Africa: Form size,
Productivity and Institutions. World Bank, Washington D.C.

Chambers, R. and G. Conway (1992). Sustainable Rural Livelihoods. Practical Concepts for the
21th Century. IDS Discussion Paper, Brighton: IDS.

Collier, P. (1999). On the Economic Consequences of Civil War. In: Oxford Economic

Papers 51: 168-83.

Collier, P. and A. Hoeffler (2001). Greed and Grievance in Civil War. In: Oxford Economic

Papers 56 (4): 563-595.

Collier, P. et al. (2003). Breaking the Conflict Trap: Civil War and Development Policy. World
Bank Policy Research Report, World Bank/Oxford University Press.

Collier, P. (2004). Development and Conflict, Centre for the Study of African Economies. Depart-
ment of Economics, Oxford University.

Collier, P. (2007). The Bottom Billion: Why the Poorest Countries are Failing and What Can Be
Done About [t. Oxford University Press

Collier, P. et al. (2007). Beyond Greed and Grievance: Feasibility and Civil War. CSAE
WPS/2006-10.

Collier, P. (2011). State-building, Job Creation, Investment Promotion and the Provision of
Basic Services. In: Prism 2 (4): 17-30.

Cramer, C. (2002). Homo Economicus Goes to War: Methodological Individualism, Rational
Choice and the Political Economy of War. In: World Development 30 (11): 1845-1864.

Cramer, C. and ). Sender (2010). Employment Issues in Fragile Situations. World Bank Seminar:
Promoting Inclusive Growth and Employment in Fragile Situations.

Davis, P. (2011). The Political Economy of Business Environment Reform: An Introduction for
Practitioners. Donor Committee for Enterprise Development, Paris.

Devarajan, S. et al. (2011). Avoiding the Fragility Trap in Africa. World Bank Policy Research
Working Paper 5884, World Bank, Washington, DC.

DCED (2010). Private Sector Development in conflict-affected environments. Key resources for
practitioners. Donor Committee for Enterprise Development.

DCED (2013). Practical Guidelines for Measuring Results in Conflict-Affected Environments.
Based on the Donor Commiittee for Enterprise Development Standard, prepared by Fowl-
er, B. and A. Kessler, MarketShare Associates.

DFID (2005). Reducing Poverty by Tackling Social Exclusion. DFID Policy Paper, Department for
International Development, London.

DFID (2010). Working Effectively in Conflict-Affected and Fragile Situations. Briefing Paper C:
Links between Politics, Security and Development, Department for International Develop-
ment (www.gsdrc.org/docs/open/CON78.pdf)

DFID (2010b). Beyond Institutions. Institutions and Organisation in the Politics and Economics
of Poverty Reduction. A Thematic Synthesis of Research Evidence, DFID-funded Research
Programme Consortium on Improving Institutions for Pro/Poor Growth (IPPG), Septem-
ber, 2010.

55



Dudwick, N. and R. Srinivasan (2013). Creating Jobs in Africa’s Fragile States: Are Value Chains
an Answer? Directions in Development, Washington D.C.: World Bank.

Forrer, J. (2012). How Business can Foster Peace. USIP Special Report (September 2007), Wash-
ington: United States Institute of Peace.

Global Facility for Employment Creation in Fragile Situations (2012). Putting Jobs on Center
Stage. A Joint Initiative of the World Bank Group, African Development Bank, International
Labour Office, United Nations Economic Commission for Africa, United Nations Develop-
ment Programme and United Nations Peacebuilding Support Office.

Goovaerts, P. et al. (2005). Demand-driven Approaches to Livelihood Support in Post-War Con-
texts. A Joint ILO/WB Study, the WB Social Development Papers, Conflict Prevention and
Reconstruction Series CPR 29

Graevingholt, ). et al. (2012). State Fragility: Towards a Multi-Dimensional Empirical Typology.
Discussion paper. Bonn: German Development Institute.

Guglielmetti, C. (2010). Measuring the Business Environment for Entrepreneurship in Fragile
States. UNU-WIDER working paper, Helsinki: United Nations University. World Institute for
Development Economics. Research, NU-WIDER.

Hameed, S. and K. Mixon (2013). Private-Sector Development in Fragile, Conflict-Affected, and
Violent Countries. Research Report by the Working Group on Private-Sector Development in
Fragile States, Washington: Center for Strategic and International Studies.

Hoffmann, A. and T. Beswick (2013). Exploring the Peacebuilding — Economic Development
Nexus. A mapping study for the Stability and Humanitarian Aid department of the Netherlands
Ministry of Foreign Affairs. Internal (un-published) Paper, August 2013. The Hague: Nether-
lands Institute of International Relations ‘Clingendael’ Conflict Research Unit.

Holmes, R. et al. (2013). What is the Evidence on the Impact of Employment Creation on Stability
and Poverty Reduction in Fragile States? A Systematic Review. London: Overseas Develop-
ment Institute.

IFC (2013). Jobs Study: Fact Sheet. Updated May 2013, Washington: International Finance Cor-
poration.

ILO (2002). Women and men in the informal economy: A statistical picture. Geneva: Interna-
tional Labour Office.

ILO/WB (2006). Demand-Driven Approaches to Livelihood Support in Post-War Contexts. 1LO
and World Bank working together for Post-War Livelihoods. Progress Report March 2006.

ILO (2010). Local Economic Recovery in Post-Conflict. Geneva: International Labour Office

International Dialogue on Statebuilding and Peacebuilding (2011). New Deal for Engagement
in Fragile States

International Dialogue on Peacebuilding and Statebuilding (2011). Busan Partnership
for Effective Development Co-operation. Forth High Level Forum on Aid Effectiveness,
Busan, Republic of Korea: 29 November-1 December 2011 www.oecd.org/dac/effective-
ness/49650173.pdf

Jones, B. (2011). Linking research to Policy: the African development bank as knowledge broker.
African Development Bank Group: Working Paper 131, June 2011.

Jones, G.A. and D. Rodgers (2011) The World Bank’s World Development Report 2011 on con-
flict, security and development: a critique through five vignettes. In: Journal of International
Development 23 (7): 980-995.

Leo, B. et al. (2012). Supporting Private Business Growth in African Fragile States: A Guiding
Framework for the World Bank Group in South Sudan and Other Nations. Washington, DC:

56



Center for Global Development, April 2002. www.cgdev.org/content/publications/de-
tail/1426061

Longley, C. and D. Maxwell (2003) Livelihoods, Chronic Conflict and Humanitarian Response:

A Synthesis of Current Practices. Working Paper 182, London: Overseas Development Insti-
tute.

Mallett, R. and R. Slater (2012). Growth and Livelihoods in Fragile and Conflict-Affected Situa-
tions. Secure Livelihoods Research Consortium. Working paper 9, November 2012, Lon-
don: Overseas Development Institute.

Majchrzak, A. (1984). Methods for Policy Research. Beverly Hills: Sage Publications.

NLMFA (2008). Security and Development in Fragile States, The Netherlands’ Strategy 2008-
2011. Den Haag: Netherlands Ministry of Foreign Affairs.

NLMFA (2011). Letter of 4 November 2011 from the Minister of Economic Affairs, Agriculture
and Innovation to the House of Representatives on ‘Development through Sustainable
Entrepreneurship’. Den Haag: Netherlands Ministry of Foreign Affairs.

NLMFA (2012). Letter of 21 May 2012 from the Minister of European Affairs and International
Cooperation and the Minister of Foreign Affairs to the House of Representatives on Secu-
rity and the Rule of Law. Den Haag: Netherlands Ministry of Foreign Affairs.

NLMFA (2013a). A World to Gain: A New Agenda for Aid, Trade and Investment. Den Haag:
Netherlands Ministry of Foreign Affairs.

NLMFA (2013b). Letter of 30 September 2013 from the Minister of International Trade and
Development Cooperation to the House of Representatives on ‘Entrepreneurship for De-
velopment: Investing in Sustainable and Inclusive Growth’. Den Haag: Netherlands Min-
istry of Foreign Affairs.

NLMFA (2013c). Investeren in Stabiliteit: Het Nederlandse fragiele Statenbeleid doorgelicht (‘In-
vesting in Stability’). The Netherlands Department for Policy and Operations Evaluation
(I0B), April 2013, Den Haag: Netherlands Ministry of Foreign Affairs.

NLMFA (2013d). Beleidsreactie IOB Evaluatie (379) Investeren in Stabiliteit: Het Nederlandse
fragiele Statenbeleid doorgelicht (‘Investing in Stability’). October 2013 (DSH-782/2013), Den
Haag: Netherlands Ministry of Foreign Affairs.

OECD/DAC INCAF (2005). Preventing Conflict and Building Peace: A Manual of Issues and En-
try Points.

OECD/DAC INCAF (2007). Principles of Good International Engagement in Fragile States and
Situations.

OECD/DAC INCAF (2008). Concepts and Dilemmas of State Building in Fragile Situations. From
Fragility to Resilience.

OECD/DAC INCAF (2010). Resource Flows to Fragile and Conflict-Affected States.

OECD/DAC INCAF (2011). From Power Struggle to Sustainable Peace: Understanding Political
Settlements.

OECD/DAC INCAF (2013). Fragile States 2013: Resource Flows and Trends in a Shifting World.

OECD/DAC INCAF (2014). Fragile States 2014, Domestic Revenue Mobilisation in Fragile States.

Pain, A. and S. Levine (2012). A conceptual analysis of livelihoods and resilience addressing the
‘insecurity of agency’. Humanitarian Policy Group Working Paper, London: Overseas Devel-
opment Institute.

Parker, ).C. (2008). A synthesis of practical lessons from value chain projects in Conflict-affected
environments. MicroREPORT #105, Washington DC: United States Agency for International
Development.

57



Putzel, ). and J. Di John (2012). Meeting the Challenges of Crisis States. Research Centre Re-
port, London: London School of Economics.

Rocha Menocal, A. and T. Othieno (2008). An Eye on the Future: the World Bank Group in a
Changing World. Amsterdam July 12/13 2008, London: Overseas Development Institute.

Saperstein, A. and R. Campbell (2007). Accelerating the transition from conflict to sustainable
growth: value chain development in conflict-affected environments. Literature Review, Wash-
ington DC: United States Agency for International Development.

Specker, L. (2008). The R-Phase of DDR Processes: An overview of key lessons learned and practi-
cal experiences. The Hague: Netherlands Institute of International Relations ‘Clingendael’
Conflict Research Unit.

Steel, W. and D. Snodgrass (2008). Raising Productivity and Reducing Risk of Household Enter-
prise. Diagnostic Methodology Framework, Washington DC: World Bank.

Stewart, F. (2010). Horizontal Inequalities as a Cause of Conflict. A Review of CRISE Findings,
World Development Report 2011 Background Paper, Oxford: Oxford University.

Stone, Deborah A. (2002). Policy Paradox. The Art of Political Decision Making. New York: W.
W. Norton & Company.

Sweeney, N. (2009). Private Sector Development in Post-Conflict Countries. A Review of Current
Literature and Practice. Cambridge: The Donor Committee for Enterprise Development.

UNEP/ PBSO/ UNDP/ UN Women (2013). Women and Natural Resources. Unlocking the
Peacebuilding Potential.

United Kingdom Stabilisation Unit (2009). Stabilisation through Economic Initiatives: Private
Sector Development. London: UK Cabinet Office.

UN (2006). Delivering as One. Report of the Secretary-General’s High-Level Panel, United Na-
tions: New York.

UN (2009). Policy for Post-Conflict Employment Creation, Income Generation and Reintegration.
United Nations: New York

UNDP (2008). Post Conflict Economic Recovery. Enabling Local Ingenuity. Crisis Prevention and
Recovery Report, New York: United Nations Development Programme Bureau for Crisis
Prevention and Recovery.

UNDP (2013). Livelihoods and Economic Recovery in Crisis Situations. New York: United Na-
tions Development Programme Bureau for Crisis Prevention and Recovery.

USAID (2008). Conflict-Sensitive Approaches to Value Chain Development. Washington DC:
United States Agency for International Development.

Wittkowsky, Andreas (2011). Sicherheit, Gerechtigkeit und Arbeit — und ein langer Atem: Das
neue konfliktpolitische Credo der Weltbank. Zentrum fiir International Friedenseinsatze
Policy Briefing, October 2011.

World Bank (2010). Inclusive Growth and Employment in Fragile Situations. Summary report
of the fifth World Bank Headline Seminar, Cape Town, South Africa: April 12 and 13 2010,
Washington DC: World Bank.

World Bank (2011a). World Development Report 2011 Conflict, Security and Development. Wash-
ington DC: World Bank.

World Bank (2011b). Operationalizing the 2011 World Development Report: Conflict, Security, and
Development. April 2011, Washington DC: World Bank.

Young et al. (2002). Nutrition and Livelihoods in Situations of Conflict and Other Crises Reduc-
ing Vulnerability and Risk. ACC/SCN 29th Session One-day Symposium on Nutrition in the
Context of Crisis and Conflict, Berlin, 11-15 March.

58



59



Links, blogs, websites

Busan Partnership Agreement. On: www.oecd.org/dac/effectiveness/49650173.pdf

Dili Consensus. On: www.g7plus.org/news-feed /2013 /3/1/the-dili-consensus-is-presented-and-
endorsed-at-the-dili-int.html

Factsheet: What are the purposes of the Bretton Woods Institutions? The IMF and the World
Bank, March 14, 2013. On: www.imf.org/external /np Jexr/facts/imfwb.htm|

Kaplan, Seth: Where are the development political scientists? On: www.fragilestates.
org/2012/08 /14 /where-are-the-development-political-scientists

McCulloch, N.L. (2014). Can a Political Economy Approach ExplainAid Donor’s Reluctance to
Thoink and Work Politically?. On: oxfamblogs: oxfamblogs.org/fp2p /can-a-political-economy-
approach-explain-aid-donors-reluctance-to-think-and-work-politically-guest-post-from-neil-mc-
culloch

www.enterprise-development.org/page/cae



ANNEX A Experts interviewed

Name Organisation Date

Fia van der Klugt NL MFA, Stabilisation and Humanitarian Aid department 18-04-14
Ronald Wormgoor NL MFA, Stabilisation and Humanitarian Aid department 17-04-14
Monique Bouman NL MFA, Stabilisation and Humanitarian Aid department 23-04-14
Corinne Abbas NL MFA, Sustainable Economic Development department 15-05-14
Sjoerd Smit NL MFA, Sustainable Economic Development department 18-04-14
Leontine Specker UNDP, Bureau for Crisis Prevention and Recovery 21-04-14
Donato Kiniger-Passigli ILO, Fragile States and Disaster Response 17-04-14
Julian Schweizer ILO, Fragile States and Disaster Response 17 -04-14
Roland Michelitsch International Finance Corporation 15-05-14
Melina Heinrich Donor Committee for Enterprise Development 16-04-14
Timmo Gaasbeek ZOA 17-04-14
Piet Posthuma ICCO 23-04-14
Prof. Dr. Rolph vd Hoeven Institute of Social Studies 24-04-14
Paul Harvey Secure Livelihoods Research Consortium 17-04-14
Steve Commins Luskin School of Public Affairs at University of California 21-04-14

ANNEX B Policy documents reviewed

International Dialogue on Statebuilding and Peacebuilding (2011). New Deal for Engagement in Fragile
States.

International Dialogue on Statebuilding and Peacebuilding (2011) Busan Partnership for Effective Devel-
opment Co-operation, Forth High Level Forum on Aid Effectiveness, Busan, Republic of Korea: 29 No-
vember - 1 December 2011 http://www.oecd.org/dac/effectiveness/49650173.pdf

Netherlands Ministry of Foreign Affairs (2008). Security and Development in Fragile States, The Netherlands’
Strategy 2008-2011, The Hague.

Netherlands Ministry of Foreign Affairs (2011). Letter of 4 November 2011 from the Minister of Economic
Affairs, Agriculture and Innovation to the House of Representatives on Development through Sustain-
able Entrepreneurship, The Hague.

Netherlands Ministry of Foreign Affairs (2012). Letter of 21 May 2012 from the Minister of European Af-
fairs and International Cooperation and the Minister of Foreign Affairs to the House of Representatives
on Security and the Rule of Law, The Hague

Netherlands Ministry of Foreign Affairs (2013a). A World to Gain: A New Agenda for Aid, Trade and Invest-
ment, The Hague.

Netherlands Ministry of Foreign Affairs (2013b). Letter of 30 September 2013 from the Minister of Inter-
national Trade and Development Cooperation to the House of Representatives on Entrepreneurship for
Development: Investing in Sustainable and Inclusive Growth, The Hague.

Netherlands Ministry of Foreign Affairs (2013c). ‘Investeren in Stabiliteit: Het Nederlandse fragiele Staten-
beleid doorgelicht’ (‘Investing in Stability’), The Netherlands Department for Policy and Operations
Evaluation (IOB), April 2013, Den Haag: Netherlands Ministry of Foreign Affairs.

Netherlands Ministry of Foreign Affairs (2013d). Beleidsreactie |OB Evaluatie (n. 379) Investeren in Stabil-
iteit: Het Nederlandse fragiele Statenbeleid doorgelicht (Policy reaction to evaluation ‘Investing in Stabil-
ity’), October 2013 (DSH-782/2013), The Hague.

61



OECD/DAC (2005). Preventing Conflict and Building Peace: A Manual of Issues and Entry Points, Paris: In-
ternational Network on Conflict and Fragility.

OECD/DAC (2007): Principles of Good International Engagement in Fragile States and Situations, Paris:
International Network on Conflict and Fragility.

OECD/DAC (2008): Concepts and Dilemmas of State Building in Fragile Situations. From Fragility to Resil-
ience, Paris: International Network on Conflict and Fragility.

OECD/DAC (2010): Resource Flows to Fragile and Conflict-Affected States, Paris: International Network on
Conflict and Fragility.

OECD/DAC (2011): From Power Struggle to Sustainable Peace: Understanding Political Settlements, Paris:
International Network on Conflict and Fragility, Paris.

OECD/DAC (2013): Fragile States 2013: Resource Flows and Trends in a Shifting World, Paris: International
Network on Conflict and Fragility.

OECD/DAC (2014): Fragile States 2014, Domestic Revenue Mobilisation in Fragile States, Paris: Internation-
al Network on Conflict and Fragility.

UN (20009): Policy for Post-Conflict Employment Creation, Income Generation and Reintegration, New York:
United Nations.

UNDP (2013): Livelihoods and Economic Recovery in Crisis Situations, New York: United Nations Develop-
ment Programme.

World Bank (2011a): World Development Report 2011 Conflict, Security and Development, Washington DC:
World Bank.

World Bank (2011b): Operationalizing the 2011 World Development Report: Conflict, Security, and Develop-
ment, Washington DC: World Bank.

62



63



The Special Chair Humanitarian Aid and Reconstruction focuses on the everyday politics and practices of service

delivery, livelihoods and disaster risk reduction in the institutional landscapes of conflict- or disaster-affected areas.
It engages in multi-sited qualitative and quantitative research. Research of Humanitarian Aid and Reconstruction is
collaborative, interacting with policy and practice throughout the process to enhance research uptake.

Occasional Paper #1 Occasional Paper #9

Occasional Paper #2

Occasional Paper #3

Occasional Paper #4

Occasional Paper #5

Occasional Paper #6

Occasional Paper #7

Occasional Paper #38



