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Sovereignty Strategies: Enhancing Core
Governance Functions as a Postconflict &
Conflict-Prevention Measure

Clare Lockhart

Abstract: This essay contrasts the two extremes used to address civil wars and weak states : costly and ill-
designed interventions (Approach A) or minimalist approaches in which international actors either stay
away or engage only to broker a deal or depose a dictator, but fail to build institutions and consolidate
peace afterward (Approach C). This essay posils an alternative, a sovereignty strategy (Approach B),
which would see core functions established in a sequence carefully tailored to context and delivered through
partnerships between state, market, and civic actors over a period of decades. It analyzes whether a sov-
ereignly strategy could be both feasible and affordable as an alternative to Approach A or C, whose costs
are also very real, taking into account the costs and benefits of each option.
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Our international order rests on the assumption
that sovereign states will keep the peace within their
borders. When this assumption proves wrong, and
states begin to break down, or begin to fall into inter-
nal conflict that they are unable or unwilling to pre-
vent, the international community is left with diffi-
cult choices. The community of nations can let the
conflict run its course, attempt to alter its course, or
end itby imposed or negotiated peace. A last option
is to work to address the root causes of conflict so
that it can be mitigated or avoided in the first place,
or a newly established peace can be sustained.
Opver the past decade and a half, the internation-
al community’s inclinations have swung between
two extremes: either intervening with military forc-
es and large-scale civilian assistance, as in Iraq and
Afghanistan, or standing at a distance, either in the
hope that the fire will burn itself out, as in Syria, or
in the misplaced hope that cutting a peace or inde-
pendence deal or deposing a dictator without invest-
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ing the appropriate resources to build in-
stitutions and sustain peace will be suf-
ficient, as in South Sudan and Libya.
Clearly neither extreme, in these simpli-
fied terms, has worked. Making a conflict-
ridden country along-term ward of the in-
ternational community, with high levels of
poorly planned and implemented external
assistance, is neither feasible nor desirable,
and often worsens the original conflict. On
the other end of the spectrum, global ne-
glectof a conflict and its aftermath canyield
costs that are as great as those of large-scale
intervention, leaving a vacuum that results
inregional instability and vast human mis-
ery. Neither approach has proven effective
for making and sustaining peace.

Somewhere between these two poles
there remains a third approach, asovereignty
strategy: that is, helping internal actors es-
tablish or restore a core set of governance
systems or institutions, building the legit-
imacy of the state over time, winning the
trust and meeting the needs of the people,
reducing the reliance of the country on ex-
ternal support, and contributing to the res-
olution of conflicts before they become vio-
lent. This approach, here called Approach B,
is distinct both from the large-scale exter-
nal aid model (Approach A) that haslargely
prevailed since 2001 and from the minimal-
istapproach (Approach €).' The sovereign-
ty strategy approach will not be possible or
appropriate in all cases, as each context is
unique and what is appropriate and feasible
will, of course, depend on the characteris-
tics of the situation. But it could prove more
effective and less costly than other options
in the right circumstances.

This essay proposes that the execution of
Approach B involves the establishment or
restoration of core state functionsin a care-
fully sequenced way over an extended peri-
od of time. The goal of the sovereignty strat-
egy would be to establish the performance
of those functions required in a particular
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of its citizens as well as fulfill its interna-
tional obligations. The strategy’s legitima-
cy would accordingly be enhanced through
its performance as a supplement or alterna-
tive tolegitimacy through elections, which,
as Jean-Marie Guéhenno argues, is an in-
adequate basis for stability.> This approach
would be phased over a ten- to twenty-year
period, with a small number of functions or
core systems under development at any giv-
en time as the state grows toward self-re-
liance and the full exercise of its responsi-
bilities to its citizens and the internation-
al community. Among the most important
state functions would be the generation of
state revenue, diminishing the state’s de-
pendence on external assistance over time
asitassumes an increasing proportion of its
own costs and builds the essential account-
ability systems that can reduce corruption.
At the heart of this strategy is a political or
diplomatic plan to guard against any polit-
ical settlement becoming unduly ossified,
building in phases to adjust the incentive
systems and rules of the game over time, as
well as reaching a broad domestic consen-
sus on a pathway, to which external support
can be aligned.

While this approach would be consistent
with theargumentsarticulated in the many
expert reviews and recommendations over
the last two decades, the last fifteen years
have instead been characterized by the
prevalence of an externally designed and
led, resource-intensive approach to inter-
vention and so-called capacity-building.3
This approach boils down to two elements.
First, the plans (to the extent there are
plans) are driven by a joint “needs assess-
ment” prepared with very little consulta-
tion with the country’s leaders or experts
and often fragmented across multiple cap-
itals and agencies. Second, while projects
may be grouped under each agency into sec-
toral portfolios, in general, the unit of analy-
sis, planning, management, and reporting is
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Sovereignty the project itself, leading to a proliferation
Strategies of thousands or tens of thousands of indi-

vidual projects, usually managed by a for-
eign aid worker.

Given that the “fiduciary risk” of bud-
get support of the country’s systems is too
high, projects are managed through paral-
lel structures in a parallel world of air-con-
ditioned offices, SUVs, and security pro-
tection. In many cases, they are contracted
out to profit-seeking firms, who give their
personnel contractual incentives to ex-
pand their work, thus aligning the incen-
tives of the project to the decline of rath-
er than the increase in institutional quali-
ty and outcomes in the particular country
or organization. This mass proliferation of
projects then produces a “crisis of coordina-
tion,” prompting layers of donor meetings
chasing the impossible dream of building a
coherent system out of microprojects. Fur-
thermore, the salary disparity between citi-
zens hired to work for government (wheth-
er ministry or municipal) institutions or to
support the aid industry is stark, leading to
amass outflow of talent from government
to the aid industry, further undermining the
core functions and services of the state. Ca-
pacity-building projects have also led to a
proliferation of fragmented technical as-
sistance interventions that serve mainly
to confuse, undermine, and corrode their
counterparts.

This aid approach may sit alongside a
political mission of the United Nations or
other actors that, in some circumstances,
is directed to plan an approach to build in-
stitutions or restore state authority and/
or legitimacy. But, in reality, this political
mission is dwarfed by and unable to con-
trol or influence this influx of fragmented
resources. The political process tends to
follow a set formula of hastily organized
national dialogues and elections that fur-
ther entrench a political elite who are di-
vorced from the requirement to provide
services to the people, which in turn cre-

ates the conditions for tension between
the political and humanitarian tracks.4

Afterawhile, corruption increases, donor
fatigue setsin, scandals emerge, politicians
and their taxpaying publics question the re-
sults, the aid machine draws down, the ser-
vices provided dwindle, the employment
market contracts, and the veneer of legiti-
macy that was buying peace through pub-
lic participation in these projects erodes,
exposing an inefficient and ineffective po-
litical settlement. Many of the people who
work in this set of institutional arrange-
ments are well-meaning, hard-working,
and often make significant personal sacri-
fices to do their work. But as a system, this
approach delivers results neither to the tax-
payers who fund it nor to the country’s citi-
zens they are attempting to benefit.

The damage of this approach to the ad-
ministrative structures, processes, and
personnel of the country concerned can-
not be overstated. This “big aid” approach
has sometimes been labeled state-building,
but instead it leads to the deterioration of
state institutions. And it has distorted the
mechanism of short-term humanitarian re-
sponse projects into a longer-term regime
of the perpetuation of a large aid machine.
This phenomenon is a tragedy in four ways.
First, it is an enormous waste of taxpayer
money, leading rightly to the kinds of ques-
tioning that the Special Inspector General
for Iraq Reconstruction and the Special In-
spector General for Afghanistan Recon-
struction have recently brought to the at-
tention of the American public.> Their work
has echoes of the Senate Committee to In-
vestigate the National Defense Program,
also known as the “Truman Committee,”
which was founded in 1941 after contract
mismanagement, inefficiency, waste, and
corruption were found to hamper the U.S.
war effort. This scrutiny is overdue. Many
of the contracts provided — whether to large
beltway firms or to UN agencies — have so
many layers of profitand/or overhead mar-
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gin that only a small portion of the total
goes anywhere near the intended project.

Second, it fails to meet the policy inten-
tions of the policy-makers, who mistaken-
ly think they are investing in sustaining or
promoting peace. To be fair, those advo-
cating for Approach A are well-organized,
well-funded, and vocal, whereas those ad-
vocating for Approach B are much less so;
itisunderstandable why policy-makers are
so quick to adopt Approach A. As a result,
peace is not sustained and the root causes
are not addressed in a way that might have
made a difference, leading to a gap between
policy intention and implementation out-
comes.®

Third, and worse, this large aid machine
corrodes institutions in the name of build-
ing them. Poor management systems offer
opportunities and incentives for corrup-
tion. As the budget —a country’s primary
institution for managing resources accord-
ing to an agreed-upon set of rules —is by-
passed, fragmented, and made irrelevant,
the political elite become largely powerless
to deliver results through their domestic in-
stitutions, even if they wanted to. To deliv-
er to the public, they must proliferate proj-
ectsand manipulate them outside the bud-
get framework. This regime, in the name
of avoiding the fiduciary risks of the coun-
try system, reinforces a “closed access” or-
der. The public - and particularly the edu-
cated elite — have every incentive to work
for, maintain, and expand this parallel aid
system, undermining their bonds of loyalty
and commitment to the state. Their career
incentives now lie in promotion through
their employer bureaucracies to other coun-
tries. And the thousands of projects over-
whelm nascent or weak bureaucracies in
the fruitless task of coordination. In the
name of capacity-building, this regime is
asset-stripping and fragmenting the insti-
tutions it is mandated to support. And it is
no wonder that, in these circumstances,
large numbers of the public of these coun-
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opt for exit.”

Finally, this type of intervention has op-
erated under the broad claim of “develop-
ment” with nomeaningful attempt todistin-
guish between types of institution-building
that have been more effective and less costly
and those that have performed poorly, lead-
ing to an understandable pessimism on the
part of Western policy-makers, media ana-
lysts, academics, and the public that closed
access orders in conditions of endemic con-
flict and corruption are credible, feasible,
or affordable, even if they might be desir-
able. And “recipient” citizens find it unbe-
lievable that the United States, the nation
that put a man on the moon, cannot seem
to build a road or operate a school.

How might Approach B be pursued?
What types of policies, requirements for
analysis, and range of instruments might
be utilized in its pursuit? First, this ap-
proach requires a strategy or policy frame-
work that is agreed upon and endorsed by
national political actors, to which external
actorsalign their policies and instruments.
It cannot be externally imposed or driven
(although there are cases in which a plan
hasbeen cocreated). Tanja Borzel and Sonja
Grimm argue, in the cases of postconflict
states acceding to the European Union, that
state-building should be understood as the
dynamicinterplay between external and in-
ternal actors and instruments.8 In the EU
accession cases, success is evident in cases
in which the state-building instrument was
applied consistently and coherently. The
alignment of the Colombian government
strategy with U.S. support in Plan Colombia
is another vivid case of such a framework.?
But the alignment of a country’s strategy
with that of a major external actor varies,
such as therole of Australiain Timor-Leste
and the Solomon Islands, the UN and the
United States in Liberia, and the UK and the
UN in Sierra Leone. Alignment of the politi-
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Sovereignty cal road map with regional actors and inter-
Stralegies ests aswell as the ability of leaders to build

and communicate plans with the participa-
tion of the local public will be crucial.

This strategy or framework must envis-
age along-term process, in which standards
and milestones need to be met on an em-
pirical basis over time. As pointed out by
Guéhenno, attempts to cut a one-time deal,
rather than establish a process that can be
adjusted over time, have been less success-
tul. The international community’s cur-
rent focus on political settlement (an end
state) risks freezing arrangements, asin the
Dayton Agreement; it is preferable to build
processes that have flexibility to adapt over
time. Further, isolated policies are unlikely
to produce results unless they are part of an
“overall coherent and consistent strategy”;
it is the intelligent orchestration among
goals that is important.'®

Second, Approach B is focused on estab-
lishing core systems of governance, or func-
tions of government, that are carefully se-
quenced over along period of time. A more
detailed exploration of which core systems,
functions, or institutions are necessaryin a
particular context is required. My and my
colleagues’ own analysis of countries that
have established and improved core func-
tions shows some variation in both type
and sequencing." Early functions include
security, law and order, budget and finan-
cial accountability systems, human capital,
internal government coordination, munic-
ipal and district management, social poli-
cy programming, some regulation of mar-
ket activity and management of key natu-
ral resources, a firm formation, and growth.
Exact functions and their sequencing de-
pend on each context, but security, public fi-
nance, and education all featured very early.

Core functions can be carried out across
all levels of government, whether munici-
pal, district, provincial, regional, or village,
depending on the administrative boundar-
ies and the functions required. The ques-

tion is the framework of rule sets that allo-
cate personnel, information, funding, and
decision rights to the appropriate level of
government; in some cases, a radical de-
centralization will be appropriate. Many
functions will evolve over time. For exam-
ple, a public finance function in an initial
postwar phase or in a context of extensive
criminal co-option of government organi-
zations may initially focus very simply on
revenue collection, budget preparation and
execution, procurement of large items, and
payroll. It could subsequently evolve to fo-
cus on improved and longer-term program-
ming, banking system reform, and develop-
ment of instruments of trade finance.

The establishment of core functions does
not require that they be carried out by the
state or government alone. Rather, and es-
pecially in challenging contexts, functions
can and should be carried out by establish-
ing platforms for collaboration and cooper-
ation. The World Bank’s National Programs
that have been implemented in many post-
conflict contexts are a case in point: the Ke-
camatan Development Project (KDP) in In-
donesia, the National Solidarity Program
(NSP) in Afghanistan, and the Magdalena
Medio Project in Colombia are all examples
of country-wide partnership programs in
which the government set the rules of the
game and policy framework and imple-
mented them in a highly decentralized way
through communities, the private sector,
NGOs, and other civil society actors.'* This
approach is consistent with Thomas Risse
and Eric Stollenwerk’s call for the delivery
of public goods by arange of actorsin “lim-
ited statehood” contexts.'

Third, while the overall time period will
likely last two to three decades, each three-
to five-year phase will focus on a limited
set of goals or core functions. This recog-
nizes the limited availability of attention
from leaders to focus on solving problems,
formulating and agreeing to policies, and
building necessary political consensus. And
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while only a certain number of functions
may be addressed in any one phase, to nar-
row the overall long-term goal to a limited
set of functions will be insufficient. Main-
taining a long-term goal of full establish-
ment of state functionality, within the bud-
get envelope of the country, is important
for many reasons, including, from a prac-
tical perspective, that any one function is
deeply dependent on and integrated with
many others. For example, it is not possible
to build a functioning army unless its mem-
bers can also receive medical treatment, are
literate, and budgeting and payroll systems
are in place to pay them. And an army can-
not move quickly around the country un-
less there are roads. It is not possible to
raise revenue that is adequate to foster self-
sufficiency unless the key natural resources
of the country can be accessed, processed,
and transported, or sufficient services are
provided to convince segments of the pub-
lic to pay their taxes. Moreover, in our glo-
balized media world, citizens will simply
vote with their feet if the possibility of a bet-
ter life for their children and an expanding
social contract are not at least in view as a
long-term goal. From both a values and an
interest perspective, maintaining the long-
term goal of full sovereignty across a set of
core functions for all states in the world is
essential.

Fourth, the appropriate instruments for
building and improving the operation of
core functions must, of course, be in place.
The literature on cases in the postcolonial
erarevealsanumber of different approach-
es that leaders and managers and their ex-
ternal partners have used to establish and
foster the necessary organizations and in-
stitutions to deliver on a particular func-
tion. These include a “champion” or vi-
sionary leader, legislative frameworks and
rule books that are formulated specifically
for the context or borrowed and adapted
across countries, investment in education
and training by the staff, “twinning” other
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agement systems that gather and review ap-
propriate data and build incentive and pro-
motion systems around this data. Many of
these were used in the EU accession cases.
In other cases, line management functions
havebeen “boughtin” via specialized firms,
an approach liberally used in many Gulf Co-
operation Council countries and some Af-
rican countries. Technical assistance has
been applied successfully in some instanc-
es, but only when very carefully designed
and well-managed, with incentives builtin
for the individual or firm to deliver the out-
come of a functioning institution. The key
difference is that, while Approach A focus-
eson delivering projects directly, bypassing
domestic institutions, Approach B focuses
onbuilding the institutions, processes, and
people that can solve problems, deliver ser-
vices, and manage projects themselves in
a sustainable manner. In all of these cases,
a long-term approach stretching across at
least a decade is required as well as exter-
nal staff with deep knowledge of the lan-
guage, culture, and context.

Fifth, Approach B requires empower-
ing domestic actors to make decisions, do
the work, and gain the necessary educa-
tion and training. Much of Approach A as-
sumes that the people of the country con-
cerned are largely without capability. Ap-
proach B, in contrast, assumes: first, that
most people will do the right thing when
incentives are appropriately aligned; sec-
ond, that people have many capabilities
and talents that are not usually counted or
seen by outsiders; and third, that appro-
priate education and training can create
technical competence. Two examples of
this can be seen in the billions of dollars’
worth of projects implemented with virtu-
ally no leakage and few outsiders through
the KDP in 80,000 Indonesia villages after
the fall of President Suharto, and through
the NSP in 23,000 Afghan villages after the
initial fall of the Taliban. These countries
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Sovereignty started early on with an investmentina cad-
Stralegies e of people to acquire a range of necessary

skill sets, including accounting and public
finance, engineering and industrial pro-
duction, and medical skills, among others.
Many were initially sent abroad for educa-
tion and training and were then required or
incentivized to return to train others, grow-
ing the skill sets within their society.

By contrast, the development fashions
that drive Approach A have insisted on an
allocation of the education budget to pri-
mary education at the expense of invest-
ment in secondary, tertiary, and vocation-
al training, partly to meet the UN’s Millen-
nium Development Goals, resulting in a
vast deskilling of populations and then a
heavy reliance on a prohibitively expensive
technical assistance model. A much cheap-
er approach is to design programs that the
people of the country can run without this
vast aid influx, and to train cadres of the
country’s own people to be the health care
workers, doctors, and teachers without re-
lying on parallel systems.

In Approach B, the limited substitution
of a function by an external actor may be
appropriate, as long as safeguards and in-
centives are in place for the function to be
transferred from international control and
delivery once certain standards are met. For
example, peacekeepers may carry out the
internal security function for a period of
time until domestic law enforcement can
take over. External actors may supervise
or have dual key control over the budget
until certain standards have been institu-
tionalized, as in the case of Liberia’s Gov-
ernance and Economic Management As-
sistance Program Trust Funds.'4 Butif func-
tions are substituted, it would be rare that
these can be contracted out to private com-
panies successfully, unless very strong reg-
ulatory capacity is in place to guard against
moral hazard and perverse incentives.

Finally, this approach pays great atten-
tion to cost-effectiveness and efficiency.

The major cost drivers of recent interna-
tional engagements have been the thou-
sands of projects with multiple contractu-
al layers of subcontracting and oversight,
large technical assistance efforts, and a
long tail of logistical, security, and admin-
istrative support. In Approach B, this is
not required. Important in this approach
is what is not done: there will be a limit-
ed number of programs and a very limit-
ed number of projects, in contrast to the
tens of thousands that are common in crisis
environments.

A couple of further observations may be
useful. A visionary and charismatic lead-
er with an apparent road map in mind will
make the road seem clearer. But the ap-
proach could start with actors who are less
acclaimed. In these circumstances, there
will need to be a clear political strategy,
diplomatic framework, or road map, and
the alignment of resources and incentives
to create rule sets that constrain and incen-
tivize the behaviors of those actors, and/or
change their identity, interests, and posi-
tions over time. Concessions may be need-
ed, and actors who were part of the fighting
and may be spoilers may need to be brought
in toreduce, avoid, and resolve conflict. But
such concessions should minimize the ex-
tent towhich the state is treated as the spoils
of war to be divided between elites in per-
petuity. There is usually considerable room
to negotiate the precise terms of the agree-
ment, particularly regarding how resourc-
esare tobe governed. Agreements could re-
quire and enforce much higher standards
of management and accountability in the
use of resources, especially in cases in which
external actors are providing a substantial
part of the bill. When the political agree-
ment is geared toward service delivery and
building core functions, and resources are
programmed through the budget (with
tough conditions and international over-
sight where necessary) rather than through
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parallel systems, the tension noted by Rich-
ard Gowan and Stephen Stedman between
the political and Humanitarian Assistance
and Disaster Relief tracks should lessen."s

Second, the character of the state mat-
ters. State-building - or restoring state
functions — cannot be blind to the degree
of effectiveness and legitimacy in how those
functions are already geared toward meet-
ing citizen need. The effectiveness would
need to be measured in terms of the perfor-
mance of various core institutions, as well
as outcomes in meeting citizen need. This
would require a further articulation of the
domestic sovereignty dimensions of Ste-
phen Krasner’s definition of sovereignty to
include a type of conditional sovereignty,
in which a state’s rights, such as access to
markets and finance, would be dependent
on meeting institutional benchmarks over
time.'® Such ameasurement could form the
basis of an understanding of a risk profile
fora country, and an understanding of how
risks can be reduced, increasing the confi-
dence of both the public and the marketsin
order to make capital available.

There arearange of cases in which variants
of a sovereignty strategy have been wholly
or partially applied in a postconflict setting.
South Korea, Singapore, Colombia, Chile,
Peru, Jordan, and Mozambique have seen
core functions transformed over a period
of two to three decades. Specific core func-
tions have been institutionalized success-
fully in cases such as the public finance and
revenue function in Timor-Leste, which, fif-
teen years after conflict, placed $20 billion
in its own Sovereign Wealth Fund, and the
health function in Afghanistan, in which a
country-wide program provided a package
of health care services in an even-handed
way through a partnership between the gov-
ernment and NGOs, funded in a common
agreement by the United States, EU, and the
World Bank. National programs have also
been established in Indonesia, Myanmar,
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way to build trust rapidly after a transition,
in a postconflict period, or as a preventa-
tive measure.

Adopting this approach would require at-
tention to incentives for national political
leaders, civil servants, and the country as
awhole, and the fostering of a rule-of-law
culture.” It would also require serious at-
tention to changes in the rules, practices,
and skill sets of the international actors who
negotiate, authorize, and fund such activi-
ties, in order to refine and expand the tool-
box available.

An approach premised on developing
key state functions would require, at the
outset, an accurate and nuanced diagnosis
of context to understand the institutional
and organizational baseline; the political
dynamics including major interest groups;
the dynamics and potential of the econo-
my to provide jobs and underwrite the reve-
nue base over time; the level of illicit and in-
formal activity in the economy and polity;
and the skills of the people of the country.
As William Reno describes, there may be
cases in which information asymmetries
and misaligned incentives mean that im-
plementation of this approach will be too
difficult.’®

Diplomatic actors would be required to
formulate, agree on, and commit to the con-
tours of abroader political strategy that bal-
ance the short-term compromises neces-
sary to broker a peace with the longer-term
legitimacy required for a country’s leaders
to sustain a peace and win public trust and
confidence. This broader political strate-
gy would require a core set of partners to
coordinate and integrate with each other
and the national strategy across security,
political, and economic lines. It is imper-
ative that the nature of the political pro-
cess, first, appropriately diagnose the po-
litical issue at stake and craft a political ap-
proach that tackles it (whether it is control
of the center, decentralization, or gover-
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Sovereignty nance inclusivity, legitimacy, or pluralism
Stralegies at the center).'9 Second, it is imperative that

such political processes do not unnecessar-
ily sacrifice governance standards, sowing
the seeds for the next conflict, in the pursuit
of inclusion through mistaken means, espe-
cially when thatinclusion can be addressed
through budgetary allocations and social
policy adjustments rather than sacrificing
the public treasury and public trust to pri-
vatization, warlords, and private fiefdoms.
Steven Heydemann argues that patterns of
government dysfunctionality and corrup-
tion that often preexist civil wars are car-
ried forward into the conflict by the warring
parties; it is important that external actors
do not assume the challenge is to get back
to prewar conditions.

International Financial Institutions (IFIs)
and other funding bodies would be required
to condition their financial support and ex-
ercise leverage, contingent on meeting a
limited set of standards over time. For the
credibility of the conditionality regime, in-
ternational actors would have to be willing
to stay the course. This requires, over the
longer term, operations and even periods
of disengagement, if necessary (apart from
a limited set of humanitarian and system
support mechanisms). It could include oth-
er instruments of leverage and sanction, of
which there are a wide variety available, if
notin common use, including the compact
mechanism, adopted by the New Deal *°

At the technical level, it would require
the implementation of proven techniques
for establishing and enhancing the perfor-
mance and accountability of institutions
and organizations. This would require re-
sisting the temptation to launch the “big
aid” approach in the mistaken belief that
more projects and more people will lead to
faster results. It would also require much
greater focus on the cultural and social
dynamics of the country, and a focus on
the alignment of civil society, communi-
cations, and political party-building that

commonly operate in separate spheres and
could be brought into a form of coordina-
tion on a broader common goal.

It would require leadership of the ap-
proach, and a mechanism for the intelli-
gent coordination, monitoring, and man-
agement of progress and benchmarks over
time. In the EU accession cases, this was pro-
vided by dedicated offices in the EU, with
corresponding senior State Department
leadership and a dedicated office for the
Newly Independent States of the former So-
viet Union. Creativity and good sense would
be required in building such mechanisms;
one could imagine a core group of U.S. se-
nior officials working alongside the State
and Defense Departments, a dedicated EU
official, an IFI representative, and a UN en-
voy, who would jointly form the counterpart
group for a country’s sovereignty strategy.

Finally, it would require a frank exam-
ination of the extent to which such an op-
eration would be in the interest of the actor
adopting it (whether the United States, the
European Union, or the UN Security Coun-
cil’s five permanent members).*' Five to
ten countries that fit the policy priorities
of the leading country or grouping could
be selected.

Many countries over the last few decades
havebeen able to restore, recover, or estab-
lish state functions. Historians can debate
why and how such recovery is enabled. Cer-
tainly, some recoveries will depend on arare
combination of people, events, and condi-
tions that align to create an opportunity.
However, two underlying factors seem to
be common. First, in most countries, there
exists abasis of institutional “muscle mem-
ory,” including laws, practices, and trained
personnel from a prewar era that provide an
institutional basis for recovery. This base-
line is often ignored. Second, behind many
earlier eras of institution-building projects
lies a set of doctrines, practices, and people.
Many of these doctrines, authorities, and
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capabilities already exist today, but are not
necessarily in common usage or known to
the current generation of policy-makers - a
problem exacerbated in recent years in the
U.S. context by the shift from the doctrine
of DIMEFIL (diplomatic, informational,
military, economic, financial, intelligence,
and law enforcement) and PMESII (polit-
ical, military, economic, social, informa-
tion, and infrastructure) to the perhaps
more limiting 3D construct of diplomacy,
development, and defense. The internation-
al community would likely discover great-
erleverage in crises and conflicts and there-
fore open up a broader range of options by
returning to some of these former doctrines.
Many of the people who operated them in
the institution-building projects of an earli-
ereraarestill alive, and capturing their oral
histories would be a worthwhile endeavor.

The particular challenges of a given con-
text will necessarily inform whether or not
such an approach will have a good chance
of success, at a given point in time. Three
examples of circumstances that will not al-
low for such an approach are when a coun-
try is in the height of conflict, when a re-
gimeis particularly entrenched in a period
of rent-seeking, or when the interests be-
tween internal and external forces are mis-
aligned. As Francis Fukuyama analyzes in
his case study on England, preconditions
of a culture of lawfulness and a set of rule-
of-law institutions were essential before a
successful elite deal could endure.?*
Butin some cases, in which there are po-
litical inflection points and the formation
of new peace agreements and their terms,
and in which the resources that pay for the
costs of the state are provided from outside
and thus strong conditionality is an option,
there is a basis for consideration of this ap-
proach. In some cases, a reformist leader-
ship will create a significant opening for
this type of approach. In most cases, there
also exists a technical space of operation in
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ship support, can allow for the building of
institutional capability. Finally, the expe-
rience of EU accession demonstrates that
the incentive of EU membership with pub-
lic pressure as well as international over-
sight to obtain certain standards acts as a
powerful incentive for institution-building.
The question is whether comparable incen-
tives can be provided in areas in which EU
accession is not possible.

The particular challenges of corruption
and criminality must also be recognized.
Where corruption and criminality are en-
trenched, the headwinds against reform
programs will be very strong. But these are
precisely the circumstances that will re-
quire the establishment of rule-of-law in-
stitutions to tackle crime and the means to
manage public finance with diminishing
leakage.

Often, the political settlement and the
handing over of the sovereign authority
of the country to a small group of actors
is treated as a given and immovable con-
straint. This needs tobe questioned. Groups
are often put into positions of power from
the very terms of the peace agreement,
which often ossifies political actors, poli-
cies, and structures in place with little hope
of change over time. The Dayton Agree-
ment is a prime example of this. A survey
of the recent history of peace agreements
shows that the repertoire of peace-making
and the terms of peace deals are much
broader, and actually show that many peace
agreements may have made short-term ac-
commodations, but built in mechanisms to
alter the political arrangements and create
the space for a different destination and a
different type of politics to emerge.>3 Ex-
ternal actors often have far more leverage,
particularly in limiting access to budgetary
resources, than is commonly appreciated.

The question of affordability and cost-ef-

fectiveness should be considered in terms
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Sovereignty of the relative costs and benefits of the three
Strategies models in question. The costs of large-scale

intervention can be seen in the form of the
interventions in Afghanistan and Iraq, as
well as the large-scale humanitarian and
peacekeeping efforts in Somalia, South Su-
dan, and Libya. Estimates suggest that, as
of August 2016, the United States has ap-
propriated, spent, or is obligated to spend
around $3.6 trillion on its involvement in
conflictsin Iraq, Afghanistan, Pakistan, and
Syria, as well as for homeland security (2001
to FY 2016 ).24 The United Nations Mission
in the Republic of South Sudan has a bud-
get of over $1billion for FY 2017 alone, while
concurrent peacekeeping efforts in Soma-
lia, including the United Nations Support
Office in Somalia, the United Nations As-
sistance Mission in Somalia, and the Afri-
can Union Mission to Somalia, had an ag-
gregated budget of just under $1 billion in
2017.%5 Security efforts in Libya continue to
require significant support.

The costs of a very limited model (Ap-
proach C) will be small in direct outlays.
However, the second- and third-order ef-
fects of neglect, disengagement, or occa-
sional engagement may have larger costs
and, at times, will have catastrophic costs
in terms of theloss of human life and of the
destruction of a range of forms of capital.
Putting a price tag on these may be difficult,
but they must be counted if a cost-benefit
analysis is to be complete.

A sovereignty strategy will have some
costs in direct outlays, notably in build-
ing security forces, but many attributes
are low-cost or cost-neutral, because they
are catalytic and leverage existing resourc-
es. Furthermore, if a sovereignty strategy
is successful, it will have a high return on
investment, with the benefits accruing to
the investors and the broader global com-
munity many times over.2¢

The potential wealth in natural capital
of the countries currently in conflict is im-
mense; some 80 percent have a significant

capacity to generate income if their assets
are appropriately harnessed. Evidently,
many of these resources are not being used
aslegitimate economic assets, but rather are
being diverted through the illicit and infor-
mal economy to drive a war economy and a
criminal industry, and to fuel political com-
petition. Ensuring that a greater share en-
ters the legitimate economy and contrib-
utes to a value-add economy rather than a
rent-seeking economy to underpin job cre-
ation, and is captured as legitimate revenue,
will have several self-evident benefits.

There is also abundant global capital
available. Data show that government ex-
penditures of the Organisation for Eco-
nomic Co-operation and Development
(OECD) member countries have actually
been following an increasing trend from
2009 to 2015. In 2009, expenditures in
OECD member countries were $8.316 tril-
lion and, in 2015, these expenditures rose
to $8.576 trillion (both years measured in
constant 2010 U.S. dollars).?” Between
2009 and 2015, there were only two years
in which government expenditures ticked
down from the previous year: 2011 and 2013.
Otherwise, since 1970, each year has seen
an increase of government expenditure
among OECD members.?8 The availabili-
ty of private global capital looking for in-
vestments — particularly in infrastructure —
runs into the trillions of dollars.>?

Reducing the risk profile of countries
through confidence-building measures as
well asinstitutional change can release sig-
nificant capital investments from both do-
mestic savings and external investors. Co-
lombia, Nepal — with India’s investments
into its “White Gold” —and Rwanda are
three cases in point.3° Some of this capital
is risk-averse and only a small portion will
be available to flow to the conflict-affected
countries. But for many investors, there
are ways to reduce and manage risk, and
for some, the same set of countries are the
emerging markets of the future.
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There already exist a number of funds
that have an international buy-in and bur-
den-sharing construct. The World Bank’s
International Development Association
(IDA) addresses development challenges
of the world’s poorest countries, provid-
ing loans at either zero or very low inter-
est rates and stretching repayments over
twenty-five to forty years. The most recent
round of the IDA’s replenishment, which
concluded at the end of 2016, resulted in
a record $75 billion commitment toward
the world’s poorest countries and doubled
resources to address fragile and conflict-
affected states, amounting to over $14 bil-
lion.3' These resources are earmarked to
help countries emerging from conflict re-
cover, address the root causes of conflict,
build institutions, and follow the road to
stability and prosperity.

A series of interviews with Special and
Personal Representatives and Envoys of
the Secretary-General supervising the im-
plementation of peace agreements between
1985 and 2005 revealed that all of them ad-
mitted that the most significant lacuna in
peace implementation, and the one that
contributed to a relapse of the conflict,
was the lack of attention to public finan-
cial management and revenue and the reg-
ulation of economic activity. They gave the
following three reasons.3* First, the prom-
ises in a peace agreement would be empty
unless they were underwritten by budget-
ary allocations to the country’s budget. Sec-
ond, an economy doesn’t wait until peace
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er an informal or criminal economy already
operates every day and will undermine the
politics of legitimacy unless it becomes a se-
rious focus of policy effort. Third, if young
men don’thave jobs, it would fuel a relapse
into conflict. The costs could often be met
by the country’s budget, as many have ob-
served, which is vastly cheaper than exter-
nal actors providing the same service.

Wth some notable exceptions, the Unit-
ed States, the UN, and their allies and part-
ners are not putting their best foot for-
ward in practice when they engage, as they
will continue to do, in contexts affected by
conflict. Rather, all too often, their engage-
ments have been captured at the level of im-
plementation by commercial interests and
blunted by alack of attention to detail. The
academic and policy community has not yet
had a careful retrospective to examine why
some country transitions and transforma-
tions have succeeded, and others fared less
well, to draw out practicable and imple-
mentable lessons. This essay points to one
family of approaches that has proven less
costly and more effective than either bigaid
or a minimalist approach. Yet these strate-
gies have not yet been given serious, main-
stream attention. If this approach were to
be taken seriously, the accumulated knowl-
edge from the last several decades could be
examined and brought together, with some
of the finest minds and practitioners assem-

bled and dedicated to the task.
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