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1. Executive Summary

Economic revitalization is an essential part oepe#ding. It can provide crucial peace dividends
in the immediate aftermath of dasifand it is a necessary fouratatior longer-term development.
Without it, post-conflict countries will struggle to Ha#ting peace and will remain at risk of relapsing into
conflict.

It is simple to agree on the importance of econmwitalization, but much harder to achieve it.
Unlike a one-off event like elections, a devastasteqdlict economy cannot be revived, much less
flourish, without a broad set of enabling circumstances that includes peace and security; workable physical
infrastructure; functioning core institutions, includipgogessional public service; an adequately educated
and trained labour force; a regulatory and legal framework that fosters economic growth and whose rules are
enforced; and government policies that encourage business and private sector development. Any single one
of these is difficult in a fragile post-conflict environment; taken together they present a formidable challenge.

Addressing this challenge requires post-conflict governments, first, to decide on their strategy for
national peacebuilding, to make economic revitalization one of its cornerstones, and to prioritize the actions
needed to reach that goal. External aid is vitalabtth planning stage and later, including from donors,
neighbours, NGOs and the private sector. They can contribute technical assistance to develop the
appropriate strategies; technical and financial support for the necessary policy and human resources
development; trade opportunities to encourage economic diversification; and foreign direct investment.

Every post-conflict situation is unique. But iarlgeall cases economic revitalization will require
certain key reforms, including reconstructing core insi#t(tiot just ministries or public services, but social
systems too); rebuilding infrastructure; and reformuggrgeent policy, public mthistration and delivery
of public services so as to create the enablingrengitbneeded for economiegdvelop. In some cases
special attention must be given to exploiting the potential benefits of natural resources or commodities as
ways to fund reconstruction.

Successful peacebuilding requirem@usive approach, with as broad a range of stakeholders as
possible involved in designing a country’s strategye f@sthits will depend on the participation of them all
and need to be shared broadBconomic revitalization, like other are& peacebuilding, will be more
successful if careful thought is give the different constituencies who will play a part in the process:
women, young people, ex-combatants, civil societigeapdvate sector. Policies and reforms can then be
tailored to address the different needs ame$mthe specific potential of each group.

The challenges of economic revitalization are acutely political as well as financially and technically
demanding. Overhauling recruitment systems in the siviie, allocating extractive industry contracts or
enforcing new corporate taxation policies are highly sensitive issues even in countries at peace. Fragile post-
conflict governments newly establishing their legitmeadysupport as they tadkiese challenges. Where
that support comes from external donors, it should continue to the point where the process of economic
recovery is truly self-sustaining, not fade away at the first signs of progress. If post-conflict governments can



environmental as well as politicdlewer people die on the battlefiglet the impact on civilians is
increasingly severe: deathsadesedisplacement, ruinedlisrupted livelihoods.

The effects of violent conflict on a country'snemy include severely weakened state capacity,
destroyed physical, human and social capital, distorted economic incentives, widespread poverty and massive
unemployment. Some states also haw®pe with criminal networks that plunder their resources and
former warlords who refuse to relinquish power. These conditions leave post-conflict countries at continuing
risk of relapsing into violent conflict — a country with a history of conflict is between two and four times
more likely than a formerly peaceful state to relapse into conflict.

The Secretary-General's 2009 regeeqicebuilding in the immediate aftermath(amB/gginflict
S/2009/304) identified economic revitalization as one of Wieecfire areas of peacebuilding in the first two
years after conflict. Economic revitalization can encompass both short-term measures (peace dividends like
cash-for-work programmes, which are crucial to build confidence in the peace process) and longer-term
efforts: employment creation, productive investrmétigation of business risks and social inclusion.

This paper assesses the importance of economic revitalization as a factor in successful peacebuilding;
describes the conditions that are required for it to flourish; and, drawing on lessons learned from past cases,
offers recommendations for policy and practice her gbost-conflict countries as they rebuild their
economies.

3. Empirical trends: post-conflict revitalization"

lllustrating the contrast between pre-crisis artecpgses situations, the following graph provides a
“snapshot” of trends in GDP per capita before and after peace agreements were signéd Tyear=0).
economic consequences of peace often appear to be faster economic growth. In a sample of 41 countries in
the period 1960-2003, post-conflict ecaoagrowth was 2.4 percentage pdiigber than before the war.












Box 3 Rebuilding governance and public administration

Post-conflict situations vary and there is no “one sszallfi institutional soluth to governance challenges.
Institutional reforms should l&ilored to current needs while taking @mtwount the legacy of existing institutions,
including past valuesdabelief systems.

An inclusive approach is crucial tocess. Institutional reforms shoulchbgotiated among all stakeholders and
should aim to solve gorete challenges.

Institutional reforms are more sustainable when charegefeosia within the country, or when internal leaders
collaborate with external actors, rather than when reforms are externally imposed

Rebuilding infrastructure

Rebuilding infrastructure is critical for economitatization, starting with infrastructure for water
supply and sanitation, public health and electricity, roads, irrigation systems and bridges. If economic
recovery is to be broad-based, then polioest be flexible as wellFor instance, rebuilding rural
infrastructure has low returns if policy continues to discriminate against smallholders (thus taxing their
recovery and holding back poverty reduction).

As far as possible, local capacity should be usdalitidl infrastructure. In Eritrea the Government
was able to restrict technical amstst and imported resources wherethers sufficient local capacity for
recovery programmes following #r& of conflict in 1991. The Intational Labour @Qanization has
proposed “community contracts”, whereby local contiesirdare contracted to carry out infrastructure
projects. In other instances, construction and transport tenders have been allocated in small chunks suited to
local, low-technology methods.

Effective government policy-making and service delivery

To reduce the risk of relapstinonflict, macroeconomic policyahd focus first on jump-starting
the economy and on fostering private investment, followed by other key considerations such as tackling
inflation and raising domestic revenNational economic institutions nempacity to articulate priorities,
choose policy instruments and implement whas#eegs the most appropriate policy mix.

Restoring effective delivery of public servicescaitdlict is necessary nostjio ensure economic
recovery and meet people’s basic neatlalso to re-establish public trust in government. It can also reduce
tensions among groups struggling to meit heeds and competing for scarce resources.

Box 4 Restoring public services

Reform public service delivery witfoeus on the citizen (“citizen-centriclylake use of pamerships between
governments and non-State actarh as civil society.

Ensure that public service delivdgyives its legitimafipm national ownership and local involvement.

Build effective delivery capacity early on.

Allow public service delivery approacbd® flexible and innovativen@et changing needs and challenging
conditions.

Exploit information and communicationheclogies to deliver public servicesenesficiently and effectively, for
example through decentralization.

For post-conflict public administration to be effective it must be able to attract competent, dedicated
public servants and create a transparent, merit-based management framework. Support for and management
of human resources must therefore be a priority when rebuilding public administration.

This must include addressing pineblem of the “braimrain”. In 2003, 30 peent of all highly
educated Sierra Leoneans lived abroad. More than 300 South African specialist nurses are estimated to leave
the country every montiGovernments should take advantage oé teegatriate skills by gradually moving
from “brain drain” to “brain circulation”, trying toratit knowledge and skills b&zkevitalization efforts at
home. The UN and international partners should avoid exacerbating the problem by offering
disproportionately high salaries that attract local employees away from national reconstruction efforts.
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X Ensure that natural resources extraction is foundedheiples of sustainable managésrgarticularly
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Conflict is bad for business — the state can encourage private investment by providing
macroeconomic stability. Reforming kgal framework so that propeigyts are respedtés important;
this includes the rights of the poor who, as midregeneurs and smallholders, are themselves active in
the private sector. Well-designeblipunvestment can also do much to encourage (“crowd-in") private
investment. Given the highly divergent set of business actors engaged in war economies, and their varying
amenability to regulation, policiegmoourage economic revitalization rieedake use of the full spectrum
of regulation, from voluntary codes of conduct to national and international law.

Box 9 Lessons learned on enabling the private sector in post-conflict economies
Prioritize governance and security Ee$oming. physical security, prope
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Women'’s equal participation in economic recovery requires gender-responsive action in each of the
core peacebuilding areas: physealrity, to facilitateeomen’s market engagemewvomen’s political
leadership, to combat violations of women’'s economic rights; services that target women; and State
institutions that inegivize public action for gender equality.

In primarily agrarian post-conflict societies, policy must target the needs and capacities of rural
women — for instance, through the procurement of food from women smallholders. Barriers to credit,
including insecure land title, require particular attent
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practices “citizen-centric”. Ensure that public service delivery derives its legitimacy from national
ownership and local involvement.

Human resourdesess current resources of the publicceamecurately. Base recruitment on merit.
Restore integrity, ethics and professional conduct in the public service. Reflect diversity of the
population. Foster strategic cooperation between governments and donors to develop management
and incentive systems that will attaad retain the requisite personnel.

Decentralizati®@trengthen local government capacity to perform a broad range of governance
functions. Ensure local government responsgesied accountability to citizens and to central
government. Encourage partnerships eiithsociety and the private sector.

Natural resour&es:up discal system so that natural resource extraction contributes to state revenue
and that benefits are shared equitably. Ensure that the extraction of renewable resources is carried
out according to principles of sustainable managantiat law enforcement mechanisms exist

to enforce the rules. Integrate sustainable use of natural resources within a broader economic
revitalization plan.

Civil societyr designing peacebuildidgategies, strengthen and adapt existing mechanisms and
processes of social interaction. Suppoitt siciety peacebuilding on the basis of a broad
conception of civil society that goes beyond NGOs and formally constituted organizations.

Private secRyoritize physical security, risk reducpooperty rights, and transparency in the justice
system. Develop business-friendly policies @ridedutape.” Empower local entrepreneurs and
engage the local business community through improved access to finance, including microcredit,
foreign investment and public—private partnerships.

Youth employm&atget temporary jobs, training and cash-for-work programmes at demobilized
youth. Integrate entrepreneurial and businessngkikslucational and voaatal curricula. Target

youth with employment, educational and cultural programmes within local economic recovery plans.
Address demand as well as supply: adopt policies that enable a growing labour market; incentivize the
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i The dates are: Angola (2002); Eb8ar (1992); Guatemala (1996); Leb@ri89); Mozambique (1992); Namibia (1988);
Nicaragua (1988); Rwanda (1994); Tajiki$997); and Uganda (1986).

v The section builds on UNDESA World Economic and Social Survep28aRiming Economic Ind&diRyCrisis Prevention
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