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Introduction

Economics always played a role in armed conflicts. However, during the
Cold War, the economic dynamics underlying conflicts remained largely
hidden under the veil of ideological and East-West rivalries. 

A couple of armed conflicts that raged in the direct aftermath of the
Cold War were first described as chaotic and anarchical. The brutal behav-
ior of warriors in these “new wars” taking place in countries such as
Liberia or Sierra Leone did not seem to follow any rational pattern. In the
new wars, the boundaries between traditional concepts of war, organized
crime and large-scale violations of human rights have been blurred2. 

A new paradigm emerged in the mid-1990s in an attempt to under-
stand these conflicts and make some sense out of it. All of a sudden, civil
war appeared to be driven first and foremost by economic interests and
greedy criminals. The media focused on the role of poppy cultivation in
Afghanistan, cocaine in Colombia, diamonds in Angola and Sierra Leone,
minerals in the Democratic Republic of the Congo (DRC), or oil in Angola,
Chechnya and Aceh.

This new paradigm acknowledges that armed violence fulfils impor-
tant economic functions3. It highlights that civil war does not produce only
losers, but also winners, at least in the short run. The vast majority of the
civilian population ranges among the losers, and it is largely the poor who
bear the bulk of war costs. Experts point out that the social group likely to
be worst affected by war is the urban poor and landless4. Among the win-
ners, one often finds members of the military and political elites, not only
on the government side, but also among rebel groups. Those who gain
from the conflict acquire a vested interest in perpetuating war in order to
preserve the privileges and economic rents created by the war conditions.

1 The views expressed in this article are the author’s own and do not necessarily
reflect those of the ICRC.

2 Mary Kaldor (1999), New and Old Wars: Organized Violence in a Global Era.
Cambridge: Polity Press.

3 David Keen (1998), “The Economic Functions of Violence in Civil Wars”, Adelphi

Paper, No. 320. Oxford: Oxford University Press. 
4 E.V.K. FitzGerlad (1997), “Paying for the War: Macroeconomic Stabilization in

Poor Countries under Conflict Conditions,” Oxford Development Studies, Special issue,
Vol. 25, No. 1, pp. 43-64.
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They tend to oppose the peace process, which they see as a threat to
their privileges. This helps explain why civil wars tend to last longer in
the post Cold-War era and seem more difficult to resolve than in the
past5. 

In what follows, we look at the challenges related to the transfor-
mation of a war economy into a “peace economy”, i.e. from a society
where armed conflict has acquired central economic functions to a soci-
ety where the economic incentives for war have receded to a level where
the conflict is unlikely to resume. 

The Political Economy of War

Understanding the political economy of war basically requires looking
at the costs of war as well as at the benefits that some groups can draw
from it. It means assessing how armed violence affects the distribution
of income and wealth within a given historical and institutional con-
text. It further means looking at who is empowered and who falls des-
titute because of the war. This approach addresses key questions such
as: 

� How do belligerents finance the war? 
� Who are the economic actors involved, and what are the economic

interests at stake? 
� What types of relations and interactions do these actors develop? 
� How is a civil war economy connected to the outside world, be it

through commercial relations or via financial markets. 

Besides the horrendous pain and suffering inflicted by war, the direct
costs of armed conflict involve the physical destruction of assets and infra-
structure, military and defense expenditure, etc. Yet, over the long run, the
indirect effects may have more dramatic implications: Human misery and
deaths are not only the direct result of armed violence, but also of the
more general effects of protracted conflict on economic and administra-
tive structures, such as the collapse of basic public services, large-scale
forced migration and famine. In addition, the social and cultural disinte-
gration affecting war-torn societies has a major impact on development
prospects. Economic relations may for instance break down in the
absence of minimal political stability, interpersonal trust, and respect for
property and the rule of law.

The political economy approach focuses on the indirect costs, in par-
ticular on the short and long-term effects of war on the livelihood of dif-
ferent social groups, as well as on changes in the economic, social and
political interactions between them. 

5 Paul Collier and Anke Hoeffler (2000), “Greed and Grievance in Civil War,” World
Bank Policy Research Working Paper 2355, Washington D.C.
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But costs are not the whole story. It is paramount to look at the bene-
fits induced by a war situation. Keen6 identifies several types of profits
associated with war economies: 

� Receiving a regular income: This may be especially important for sol-
diers or rebels who had no job opportunity before the war. 

� Looting civilian assets: For centuries, this has been instrumental in
recruiting and motivating mercenaries and armies. 

� Receiving “protection money”, as an incentive for withholding violence
upon those who pay for their own protection. Rebels exercising power
over a given territory sometimes consider protection money as a “tax”. 

� Gaining control over trade routes and key resources. As a result of
falling foreign financial and military support since the end of the Cold
War, warring parties have to depend primarily on their own natural
assets (or to appeal to their diasporas established in richer countries
for financial support). Consequently, fierce fighting is taking place in
and around strategic areas as opposing groups try to secure territor-
ial control over key resources and trading routes7. 

� Exploiting workers through forced labor or slavery to reduce the
costs of economic activities and increase benefits.

� Diverting humanitarian assistance: This should however not be over-
estimated. It has rightly been argued that the value of diverted aid gen-
erally remains low when compared with other war benefits. 

This new paradigm is not a panacea. The proponents of this new
paradigm often tend to view rebellion as a manifestation of greed,
where armed violence is exercised in the pursuit of criminal objectives8.
They have been rightly criticized for overlooking the specific - and
sometimes legitimate - grievances of rebel groups as well as their social
and political aspirations9. The systematic delegitimization of rebellion
can further strengthen the trend to treat all rebels as criminals and deny
them the rights conferred to combatants under international humanitar-
ian law.

6 David Keen (2000), “The Political Economy of War,” in Stewart, F. & FitzGerald,
V. (eds), War and Underdevelopment, Vol. 1, pp. 39-66. Oxford: Oxford University
Press.

7 Resources appear to play a different role in separatist conflicts and non-sepa-
ratist conflicts. Grievances over the distribution of resource wealth are more likely to
trigger violence in places known for separatist aspirations. Conversely, separatist con-
flicts are more likely to face pre-emptive repression, as governments may be tempted to
use terror to suppress nascent rebel movements that may put resource exploitation at
risk. See Michael Ross (2003), How Do Natural Resources Influence Civil War? Mimeo,
Department of Political Sciences, UCLA.

8 Paul Collier and Anke Hoeffler (2000), op. cit.
9 Roland Marchal & Christine Messiant (2002), “De l’avidité des rebelles: l’analyse

économique de la guerre civile selon Paul Collier”, Critique internationale, No. 16.
Paris: Presses de Sciences Po. 
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But the political economy approach contributes to better understand
the relationship between armed violence, power and vulnerability, which
may in turn help the donor community and aid agencies in the design of
more informed relief and reconstruction programs.

What is a War Economy?

Statistical surveys of war-torn economies are no more reliable than the
data available. The macroeconomic indicators generally neglect a sub-
stantial portion of the overall economic activities, notably exchanges in
the informal and illegal sectors, barter trade, and consumption of own sub-
sistence production. If properly registered, these activities would often
surpass the value added generated in the formal sector, as captured in the
official figures on gross domestic product (GDP).

In addition, post-conflict economies do not lend themselves to sim-
plistic generalization. Some of them still present many characteristics of
centrally-planned economies and have to go through a double transition:
From war to peace and from a socialist to a market economy. In other
countries, the government was already very weak before the conflict
erupted, and the challenge lies in restoring some form of state control over
the economy. Hence the description that follows does not fit with the real-
ity of all war economies.

With these caveats in mind, it is striking that the overwhelming
majority of armed conflicts are civil wars, and that most of them affect
low-income economies. Does this mean that there is a causal relation-
ship between civil war and poverty? Probably. But the direction of that
relationship is not clear. It seems that there is a circular relationship
that reflects a vicious circle between armed conflict and failed develop-
ment. 

Since civil war tends to affect developing countries, it comes as no
surprise that many of the crisis facing war-torn countries is not dissimilar
from that facing other developing economies:

� A bad macroeconomic record, with high inflation, a heavy foreign
debt burden, and considerable budgetary and balance-of-payments
deficits. High risks obviously discourage many potential investors,
which is a major impediment to economic recovery. As we shall dis-
cuss below, this results in a lack of supply response to price incen-
tives.

� Obsolete physical capital and production facilities (in the case of war-
torn countries, physical assets may further be partially or totally
destroyed);

� Poor governance, with weak financial, fiscal, administrative and reg-
ulatory capacities of the state; 

� Widespread unemployment.
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Countries that went through a protracted civil war tend to have less
capacity to address the economic crisis, which appears in starker relief
than in countries at peace. Unemployment is for instance often aggravated
by the demobilization of ex-combatants and the reintegration of refugees
and internally displaced people. Since some of the problems facing post-
conflict countries are similar to those facing other developing countries,
the international financial institutions have invariably prescribed the same
medicine, i.e. stabilization and structural adjustment programs. 

Yet there are important differences between patients: War tends to
modify the behavior of private agents, both firms and households. Civil
war economies hence tend to present specific features that tend to distin-
guish them from developing economies at peace:

� Lack of confidence among economic actors against the background of
a fragile peace process and continuing instability.

� A large shadow economy. The informal sector is often larger than the
“official” economy, as economic governance is weak and people
develop survival strategies outside the formal sector. This seriously
reduces the government’s revenue and tax base, and hence the capac-
ity of the state to deliver essential public services and to pay for
reconstruction. 

� A weak judiciary system, high level of corruption, and widespread
impunity enjoyed by criminal actors who can develop illegal eco-
nomic activities without any serious risk of sanction.

� A surge in economic criminality and predatory behavior among the
elites, especially when resources play an important role in the con-
flict. In resource-rich countries, competition to exploit and market
local resources heightens the internal struggle among armed groups,
which results in fragmented chains of command.

� A dramatic surge in homicides and criminal violence. In post-conflict
settings, small arms are all too often available in large quantities at
low price. The number of injuries due to small arms does rarely return
to pre-war levels10. 

� Sudden and massive movements of population.
� Low foreign aid absorption capacity among governments in post-con-

flict countries. This may be quite a problem if they have to manage
multi-billion US dollar reconstruction packages and respond to the
requirements of dozens of donors and agencies.

� A partial privatization of security services, which becomes an expen-
sive commodity, often associated with the development of racketeer-
ing.

10 See ICRC (1999), Arms availability and the situation of civilians in armed

conflict. Geneva: ICRC. This study presents empirical data highlighting the link between
arms availability and humanitarian problems. 
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As a result of the low tax base and weak government revenue, the
security forces rarely get an income that is sufficient to sustain their fam-
ilies. They may then come to regard bribes, corruption and looting as legit-
imate supplements to their meager income. Such an environment is not
conducive to the revival of a strong formal economic sector. Those who can
afford it turn to private security companies, and the demand for private
security increases. The extraordinary boom in the global market for private
security services has definitely abolished the former State’s monopoly over
the use of force. Although the size of the global private security market is
hard to estimate, military experts have suggested that the yearly turnover
of private military companies alone now exceeds $100 million11.

Dealing with the Shadow Economy

The current process of globalization can be interpreted through the evolv-
ing relations between three economic spheres of activities12: (i) the regu-

lar, legally operating economy, which delineates the sphere of regular
markets where the law provides protection to the economic actors
involved and where tax can be levied; (ii) the informal economy in which
many people have to fight on a daily basis for their own survival. The
actors involved in this sector do not pay tax, but do not enjoy the protec-
tion and rights usually granted by the state; and (iii) the criminal economy

involving all illicit activities ranging from the production and commercial-
ization of drugs to the illegal exploitation of national resources, or human
and arms trafficking. 

The three spheres are closely interrelated and their precise boundaries
are blurred. The criminal sector is rapidly growing and expanding its reach
within the regular or legal economy through a whole variety of channels. 

The informal sector develops during civil war as formal economic
activities break down, factories are destroyed, and people flee their homes
and seek refuge in safer places, often in the periphery of urban centers.
Informal economic activities are vital for those who struggle to make a liv-
ing despite the war. For individual households, engaging in the informal
sector is often part of a risk diversification strategy to sustain a minimal
flow of income in times of crisis. 

Because it would affect the very livelihood of a vast portion of the
population, the informal sector cannot and should not be simply eradi-
cated once the war is over. But it is necessary to seriously consider how to
gradually integrate part of it into the formal economy:

11 Ashfak Bokhari, “Profits from war on terror”, Dawn.com, 23 December 2002,
available on-line at http://www.dawn.com/2002/12/23/ebr4.htm

12 Peter Lock (2003), “From the Economics of War to Economies of Peace: The
dynamics of shadow globalisation and the diffusion of armed violence as an obstacle to
peace building”, mimeo, Hamburg.
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� By definition, the informal sector escapes taxation. This does not
mean that the government or members of the state apparatus are not
connected with informal economic activities one way or another. But
the central relation between taxpayers and government is lost. This
first translates into a shrinking fiscal base as well as a loss in govern-
ment revenue. 

� This has also a bearing on how citizens and government leaders per-
ceive their relations in terms of reciprocal rights and obligations,
transparency and accountability. Many workers in the informal sector
have no access to essential public services, and do not enjoy the pro-
tection granted by labor law, private property law and usual contract
enforcement mechanisms. At the same time, the fiscal base may be to
small to allow for the provision of such public services. This in turn
contributes to the further privatization of security and public services,
which further reduces the incentives to pay taxes.

� The informal sector being unregulated, it offers an easy outlet for
illicit products and activities (e.g. smuggling). It provides a fertile
ground for criminal networks to thrive.

Repression and sanctions do usually not suffice and are not appropriate
to push the informal sector back into the regulated economy. The authorities
in post-conflict societies must often regain legitimacy and offer incentives to
those involved in informal activities: e.g. provision of essential public ser-
vices, security, fair exercise of the rule of law. 

It is unfortunately difficult to figure out how these incentives could be
offered against the background of continuing insecurity, criminal violence,
corruption and illegal economic activities involving members of the political
and economic elites. As mentioned earlier, the homicide rate remains high
against the background of an abundance of small arms available on the mar-
ket at low price. In addition, former combatants who have recently been
demobilized often find it hard to engage in profitable alternatives to violence. 

Post-conflict societies thus keep suffering from the legacy of war
economies. Experts predict that armed violence may go unabated in war-
torn countries such as Colombia even when peace eventually prevails.
For violence has come to play an important regulatory role in sustaining
large economic transactions, including kidnapping, extortion, and illicit
trade.

The IMF estimates that the yearly turnover of criminal organizations
worldwide lies above $1,000 billion, one third of which can be attributed
to drugs. The “gross criminal product” would thus be close to twenty per-
cent of global world trade. Some of these transactions invariably link war
economies with the global economy. Illegal transactions in the shadow
economy penetrate the regular economy at some point through money
laundering, which, according to the IMF, represents between two percent
and five percent of the world’s gross product. Criminal groups have started
to invest massively in publicly-traded companies, in real estate and in the
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equity market. They are undoubtedly in a position to acquire strategic
stakes in the formal, regulated economy. 

Civil war in a globalized world implies the emergence of the concept of
network warfare. Mark Duffield has specifically referred to war as a net-
work enterprise13, making an analogy between the territorial organization
and dense ramification of armed groups and that of global corporate groups.
Both are made up of decentralized components, which enjoy significant
autonomy and can even compete with each other, within a shared strategy. 

Economic Reform and Peacebuilding

The international financial institutions (IFIs) are often the main creditors
during the conflict, and even more so in the reconstruction phase. The
International Monetary Fund (IMF) and the World Bank in particular play
a crucial role in the design of economic policy as they determine which
economic reforms are required to give a country access to foreign funds. 

Reforming war-torn economies poses a big challenge to economists in
general, and to those in charge within international financial institutions in
particular. For the basic underpinnings of an economy - as presented in stan-
dard textbooks - with a well-established legal system to enforce property
and contracts and well-defined social norms, have been seriously shattered
by civil war, if indeed they ever existed before. Conflict-ridden economies
do thus often not react as expected to the reforms advocated by the IFIs.
Orthodox economic adjustment packages may have counterproductive
effects in the context of war-torn societies and may produce results quite
contrary to policymakers’ expectations. In theory, adjustment policies imply
that supply and demand are highly responsive to changes in relative price.
But this is often not the case in post-conflict economies, among others
because of production and infrastructure bottlenecks. Private investors are
reluctant to commit their assets to the type of fixed, long-term investments
that are needed to restore growth and employment in sectors that are meant
to benefit from the shifts in relative prices, agriculture in particular. 

This is not to say that macroeconomic stability or fiscal discipline is
not desirable even as countries seek to finance the requirements of peace.
Indeed, inflation should be contained as a matter of priority if those who
bore the bulk of the war costs are to benefit from peace. The urban, land-
less poor are particularly vulnerable to inflation as they are directly hit by
price increases in domestic goods and imports because of the ensuing
depreciation of the national currency, and they have no access to hard cur-
rency. Yet, the objectives of economic reform in post-conflict situations
cannot be limited to conventional structural adjustment. Economic poli-
cies should also promote adjustment toward peace. For there is no

13 Mark Duffield (2002), “War as a Network Enterprise: The New Security Terrain
and its Implications,” Cultural Values: The Journal for Cultural Research. 6 (1 & 2),
pp.153-166.
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prospect for sustainable development as long as a minimal level of politi-
cal stability and predictability has not been restored. In addition, recon-
struction efforts are vain if the conflict rekindles. 

Conditionality

In the aftermath of a civil war, many governments are desperate for for-
eign exchange, which enables donors to exercise considerable leverage in
economic policy formulation and implementation. Conditions attached to
IMF and World Bank loans have been blamed for contributing to eroding
public institutions and weakening the state’s capacity to mediate conflict,
secure law and order, and rebuild essential infrastructure and services. 

The international community has been criticized for pushing too
hard on economic conditionality and not enough on political or peace
conditionality. Besides, the two types of conditionality often contradict
one another. They cannot be successfully implemented if both are simul-
taneously introduced14. On the one hand, peace conditionality often calls
for democratization, decentralization and a decrease in repressive mea-
sures by the government against expression of popular discontent and
political opposition. But on the other hand, economic conditionality pre-
cisely involves unpopular or restrictive measures that tend to spur oppo-
sition in the form of demonstration, civil unrest and violence. Restrictive
economic measures may encompass the partial or total withdrawal of
subsidy to the provision of essential goods and services, or cuts in jobs
and wages in the public sector. 

The increasing number of low-income countries subject to recurrent
violence, corruption, banditry and collapse of public institutions is a cause
of mounting concern. Failed states have recently been singled out as safe
heavens for terrorists. Economic stabilization policies have contributed in
some cases to accelerating the process of state regression and collapse.

One reason behind the incoherent responses of the international com-
munity lies in the fact that economic conditionality is primarily exercised
by the IFIs whose governance rests in the hands of economic and finance
ministries, while peace conditionality is rather dictated by foreign affairs
and defense ministries. But inconsistencies do appear even within eco-
nomic conditionality itself. For instance, good governance requires fight-
ing against corruption, but reducing the wages of civil servants is a strong
incentive for more corruption as government employees look for ways to
compensate the income loss. If the international financial institutions
insist on uprooting corruption while the government cannot provide the
right incentives to its employees, in particular to the security forces, there
is a serious risk to see petty corruption replaced by outright extortion,
with additional security constraints on the civilian. In Indonesia for

14 Gilles Carbonnier (2002), “The Competing Agendas of Economic Reform and
Peace Process“, World Development, Vol. 30, No. 8, pp. 1323-1339. 
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instance, the decentralization reform introduced after the fall of the
Soeharto regime has been mentioned by business circles as a source of
additional corruption at different levels. 

Effective conditionality requires concerted efforts by the interna-
tional community and presupposes some consensus on the objectives of -
and criteria for - conditions attached to aid, together with improved trans-
parency between donors and recipients. In this context, it has been some-
how encouraging that the former IMF Director General publicly declared,
on a visit to Guatemala in May 1997, that the principal requirement
attached to financial assistance was the timely implementation of the
Peace Accords signed in December 1996. This implied a close parallel
between peace and economic conditionality in Guatemala, contrary to
what happened in El Salvador a few years before. 

In the overall exercise of conditionality, priority should be given to the
restoration of an adequate level of stability and predictability, even if this
is to the expense of short-term economic efficiency gains. This requires
taking into account the simultaneous challenges facing post-conflict coun-
tries in the security, political, historical, social and economic fields. This
cannot be achieved by paying no more than lip service to multidisciplinar-
ity, as is still the case, but calls for the genuine integration of some of the
tools and approaches of different social sciences. 

But even before considering how to achieve more coherence in the
overall response of the external actors supposed to assist war-torn coun-
tries rebuild themselves, it is paramount to acknowledge that the eventual
success of rebuilding efforts in the aftermath of a civil war primarily
depends on the domestic actors. The political will and the capacity of the
government to implement the reform is a requirement for success, but
does often not suffice after a conflict. For powerful domestic actors are
often in a position to block reforms if they refuse to cooperate15. 

Participation of domestic constituencies in policy dialogue has been
singled out as essential to the success of peace-building and reconciliation
processes. This directly relates to the debate on the merits and disadvan-
tages of technocratic insulation for optimal economic policy design and
implementation. While technocratic insulation had been praised in the
case of East-Asian countries16, it may actually revive tensions and be coun-
terproductive in the case of war-torn countries. It contradicts some of the
major objectives that should be pursued in the transition from war to sus-
tainable peace, notably the establishment of institutional mechanisms to
settle disputes, the creation of checks and balances on the exercise of
power, and the promotion of a culture of dialogue between former warring
parties. 

15 See for instance Putnam, R. “Diplomacy and Domestic Politics: The Logic of
Two-Level Games.” International Organizations 42, no. 3 (1988): 427-460.

16 World Bank. The East Asian Miracle: Economic Growth and Public Policy. New
York: Oxford University Press, 1993.
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It is therefore high time to place the authorities and local social forces
at the heart of rebuilding strategies as opposed to dictating policies from
outside. It is true that consultation and consensus building takes time and
may delay the reform timetable. Yet “losing time” is worth considering if it
contributes to mending relations within war-torn societies and building a
broad coalition to sustain the reform. 

Addressing civil war economies as a prerequisite for peace

In many conflict-ridden societies, transforming a war economy into a
peace economy is crucial for the success and sustainability of peacebuild-
ing processes. The very nature and characteristics of war economies
partly explain why “new wars” tend to last longer and seem more difficult
to resolve than in the Cold-War era. This article raises several factors must
be taken into account: 

� Civil wars tend to become self-financing and economically integrated
into the national economic fabrics, and well connected to regional
and international commercial and financial networks.

� Criminal economic activities tend to flourish during the conflict in the
context of widespread impunity and the lack of law and order. War
conditions offer a fertile ground on which the power and outreach of
criminal networks can develop, especially when combined with weak
governance. Those who benefit from such war conditions are likely to
oppose the peace process.

� Embargoes and economic sanctions represent additional factors that
contribute to the development of the criminal and informal sectors, as
economic actors look for ways to circumvent the sanctions. 

� The personal gains associated with the exploitation of natural resources
and “war rents” such as the provision of private security tend to weaken
the command and cohesion of both rebel and government troops.
Ceasefires are consequently more difficult to introduce and maintain.

� The survival strategies and coping mechanisms of the communities
that are caught up in a civil war often involve a strong growth in infor-
mal activities. The informal sector thus tends to prevail after a cease-
fire. As a result, the tax base available to the authorities to cover the
costs of rehabilitation and reconstruction remains extremely weak.
And as long as the relationship between taxpayers and the state as a
provider of public services is not restored, the state’s legitimacy and
accountability cannot be firmly established. 

� The people who fled into exile may keep financing the armed struggle
and reviving tensions. The diasporas may have a negative influence on
the peace process. But they also represent a great potential in the recon-
struction phase, for instance in terms of skills and finance. This can help
to counter the dramatic brain drain that is often associated with war. 
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Conclusion

With a political economy approach to war, there is a risk to overlook the
social and political dynamics that pushes opposition groups into rebellion.
Yet the merit of this approach is to highlight the economic factors that
underlie many of today’s civil wars. 

We have insisted on the impact of competition for the control over
natural resources and trading routes, on the role of domestic and interna-
tional criminal networks, as well as the effects of the booming informal
sector, which grows as the people develop survival strategies in the midst
of conflict. Cooperative arrangements must be found to exploit the very
resources that made the conflict worse, and that are bound to remain a
stake during peacetime. Transparency must be promoted between all the
parties involved. Research into the political economy of war suggests that
natural resources and strategic trade routes can sometimes be a source of
cooperation between warring parties – often to the expenses of the civil-
ian population. It they may lead to battlefield cooperation during the
course of a civil war, they could also provide a strong incentive to put an
end to the hostilities with a view to reaping larger benefits from the
resources available, for instance making larger investment in capital goods
possible.

Although many economists and policy makers now tend to acknowl-
edge the relevance of these factors when devising peacebuilding and
reconstruction strategies, they tend to pay lip service to these issues rather
than to address them upfront. This may derive, among other things, from
paradigmatic and methodological difficulties related to economic research
on contemporary conflicts. Filling the gap still requires pioneering work
on relatively new ground. And more importantly perhaps, it calls for the
integration of the different perspectives and approaches among the major
organizations and decision-maker bodies who deal with reconstruction, be
it in the field of security, justice, economics, politics, or else.

The role of diasporas in war economies is all too often neglected.
They could play a potentially positive role in the reconstruction phase.
Members of the diaspora have acquired new skills and substantial finan-
cial means abroad while post-conflict countries often lack the funds and
the skills required to invest into productive activities. The diaspora may be
more tempted than foreigners to commit long-term investments after the
hostilities, creating jobs and new opportunities for those who have high
expectation in terms of peace dividends, including former combatants and
returnees. To play such a positive role in the transition phase, diasporas
must however be involved in the design and implementation of recon-
struction packages. 

Rooting out criminal networks during and after the conflict must be
given a higher priority. A first step would consist in making it much more
difficult for criminal actors to find commercial outlets and to recycle the
revenue generated in war-torn countries on international financial mar-
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kets. This requires substantive progress in the global fight against money
laundering and in transparency requirements at various transaction
stages, in particular where the criminal and the regulated economies
meet.

Finally, domestic actors must be in the driving seat during the transi-
tion from war to peace, to all the extent possible. This calls into question
the exercise of outside conditionality, and requires looking deeper in its
contents and modalities in light of the interactions between economic and
peace conditions, and between external conditionality and the restoration
of the social fabrics and capital in the aftermath of a protracted civil war. 


