The Business
of Peace

The private sector as a partner

in conflict prevention and resolution
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EXECUTIVE SUMMARY

The private sector and security
are linked in many ways, most
obviously because thriving
markets and human security
go hand in hand. Global
corporations can do more than
simply endorse the virtues of the
market, however. Their active
support for better governance
policies can help create
environments in which both
markets and human security
flourish.

Kofi Annan, Secretary General,
United Nations, 1999
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Background

During the past decade the forces of
political transformation and economic
globalisation have created a world of new
opportunities and hope for many, but
increased instability and insecurity for
others. As we approach the 21st century
what had seemed a promising trend
towards a world with fewer violent
conflicts may have halted. This has
important implications for the private
sector, which has become an influential
player in many conflict-prone or conflict-
ridden countries.

The Business of Peace reviews these trends
and provides a framework for
understanding both the positive and
negative roles that business can play in
situations of violent conflict. The report
outlines:

* Why the private sector can no longer
afford to ignore the causes and costs of
conflict;

* Some of the key factors that determine
whether business plays a negative role
by creating or exacerbating violent
conflict, or a positive role by helping to
tackle it; and

* The types of action that companies can
undertake, with other actors, in
preventing and resolving violent
conflicts and some of the challenges
associated with these actions.

Drawing on examples from over 30
countries and from a variety of industry
sectors, the report concludes that both
domestic and multinational companies
have an increasingly important role to
play in conflict prevention and resolution.
In today’s global economy they also have a
growing business rationale for playing this
role.

A framework for business
engagement

The report begins by arguing the
business case for engagement. It reviews
both the changing context of business
and the changing nature of conflict.
After illustrating some of the major
trends in both of these areas the report
identifies key corporate costs of
conflict and benefits of peace.
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Costs include: security services and other
forms of risk management; material losses
to private property and public
infrastructure; opportunity and personnel
costs; and costs of litigation and
reputation damage when companies are
seen to ‘get it wrong by having
investments in ‘pariah’ states or appearing
responsible for incidents that incite or
exacerbate conflict. Some of these costs are
illustrated by examples from Colombia,
Mozambique, Sri Lanka and Bosnia.

The two main sections of the report
provide examples and analytical
frameworks for assessing:

1. The factors that determine the role of
business in conflict (both negative
and positive); and

2. The ways in which business can make a
positive contribution to conflict
prevention and resolution.

The core parameters of these frameworks
are illustrated over the page. It is the
dynamic interaction between these
parameters that will determine the role
that a company or industry sector is likely
to play in preventing, creating,
exacerbating or resolving violent conflict.
There is no blueprint. Each situation is
likely to be different. The purpose of the
frameworks is not to provide ‘checklists of
easy answers . In most conflict-prone or
war-ridden situations ‘easy answers’ simply
don’t exist. This is especially so when it
comes to tackling some of the structural
causes of conflict, which are increasingly
necessary for business to address. Instead,
the purpose of the frameworks is to offer a
set of questions and parameters against
which a company can assess its specific
situation, its likely impacts and its possible
responses.

The report provides examples of ‘conflict
sensitivity profiles” for key industry sectors,
including: oil, gas and mining;
infrastructure; travel and tourism; financial
institutions; consumer goods; and
information technology. These profiles are
based on factors such as: the industry’s
potential as a source of conflict; likely
business costs of conflict; and flexibility of
withdrawal from a conflict situation.



The factors that determine the role of business in conflict

4) ROLE OF OTHER ACTORS

« Government — local, national
3) LOCATION OF CONFLICT « Traditional leaders
+ In the workplace * Lawless groyps/paran?ilitaries-
. . * NGOs — national and international
* In surrounding communities . . .
. * Bilateral and multilateral government agencies
 Along the local supply chains

. Religi I
* In the host country/region € gous § oups~
. * Business associations
» Along the global supply chain

N , Other companies
+ Conflict in ‘faraway’ places .
* The media

CORPORATE STRATEGY

« Core business activities

* Social investment and
2) STAGES OF CONFLICT il 5) COMPANY’S KEY
philanthropy
. CHARACTERISTICS

* Pre-conflict Policy dialogue, advocacy and
« Conflict zone civic institution-building * Type of industry

* Post conflict * Company ownership —
local/foreign; public/family

« Company size

 Extent of specific investment

« Historic context — company’s
own history/values; period of
time in specific country

1) CAUSES OF CONFLICT

» Underlying or root causes
« Triggers that move conflict
prone situations to violence

Rise in identity politics
Privatisation of violence Resurgence of religious fundamentalism
End of Cold War \

Globalisation ,
Human rights abuses ACCESS TO Economic shocks A

RESOURCES Proliferation of arms

Actions of individual leaders

Marginalised youth

root causes *
triggers A



The ways in which business can make a positive
contribution to conflict prevention and resolution

SOCIAL INVESTMENT

1. Build capacity of local civil society
organisations

2. Invest in community-based 2.
development and participation

3. Support local education, health and
enterprise development programmes | | 4.

4. Fund activities that promote
diversity, tolerance and civic 5.
education

CORE BUSINESS ACTIVITIES

1. Undertake pre-investment conflict impact assessments

and monitor real impacts on an on-going basis
Consult with stakeholders on a systematic basis

3. Implement human rights, anti-corruption and

environmental policies and management systems
Ensure diversity in workplace practices and hire local
people

Aim for widespread wealth creation and support for

local livelihood opportunities

POLICY DIALOGUE

Engage in collective action and dialogue with

governments and other stakeholders on addressing

structural issues that underpin conflict such as:

+ Corruption

« Distribution of tax revenues and patronage

* Human rights abuses

« Inequitable access to education, health services,
economic opportunities etc.

« Security reform and judicial reform

-

. Preventative diplomacy, deployment
and disarmament to tackle specific
conflict triggers and high-risk
situations

N

. Longterm peace building
(see opposite)

I1 CRISIS MANAGEMENT

What can business do specifically?

CORE BUSINESS ACTIVITIES

N

. Supply relief services on a commercial basis
in areas such as:

Water and sanitation

Shelter and site planning

Food, nutrition and health services

N

. In doing so, follow Red Cross guidelines for
humanitarian assistance

w

. Ensure integrity of the company’s own
security arrangements when operating in a
conflict zone

SOCIAL INVESTMENT

1. Partner with NGOs and governments on
product donations

2. Support work of humanitarian and
development NGOs in other ways

POLICY DIALOGUE (Collective action)

. Put pressure on politicians to negotiate

N

. Provide secretariat services and other support
for peace negotiations

w

. Engage directly in peace negotiations
(although this can be highly sensitive and at
times inappropriate)

What can business do specifically?

1.

| PREVENTION STRATEGIES

STATUS OF COUNTRY
OR SITUATION

CONFLICT RIDDEN

Emergency 1.

Jump-start the

humanitarian relief economy via new

2. Security investment and
arrangements financing
3. Peace negotiations arrangements

. On-going efforts at 2.

Re-establish the
long-term framework of
development governance and
projects undertake
institutional reforms
3. Repair physical
infrastructure
4. Rebuild social and
human capital
5. Undertake de-mining
and disarmament
activities
6. Demobilise and
retrain ex-combatants
7. Target support at
most affected
communities,
displaced populations
and vulnerable
groups
SOURCE: WORLD BANK

3. Ongoing and systematic peace building
and development which addresses the
root causes of conflict. Focused on:

* A framework for good governance

« An open and vibrant civil society and
media

* An inclusive process of wealth creation

Tolerance of ethnic diversity

11l POST-CONFLICT

reconstruction & reconciliation

What can business do specifically?

CORE BUSINESS ACTIVITIES

N

. Provide commercial support in rebuilding
infrastructure and investing in productive
sectors

N

. Do so in a way that builds local human
capital and business capacity, especially for
small-scale businesses

3. Take into account points 1-5 at the top of the

page

SOCIAL INVESTMENT

1. Focus on projects that target affected
populations and ex-combatants, taking into
account points 1-4 at top of the page

N

. Support NGOs active in reconciliation efforts,
voter education etc.

POLICY DIALOGUE

N

. Play a role in truth and reconciliation

commissions

N

. Engage with government and other
stakeholders on remaining areas of
contention and mistrust which may cause a
return to conflict




Challenges

A section of the report focuses on some key
challenges companies face when operating in
conflict prone or war-ridden societies. These
include both structural challenges at the macro
level and management challenges at the micro-
level or individual enterprise level. They often
link closely to each other and include the
following:

* Dealing with repressive or corrupt regimes
* Benefiting from ‘war economies’

* Facilitating illegal or illicit activities
(sometimes inadvertently)

* Exploiting strategic resources
* Managing security arrangements

* Creating a ‘honeypot’ effect through large-
scale investments

* Promoting responsible distribution of public
revenues generated by business operations

* Deciding on withdrawal vs. ‘constructive
engagement’

1. Strategic commitment — chief executive and board leadership, policies and operating standards

* Engaging in the role of ‘diplomat’ or political
player

* Undertaking collective corporate action vs.
individual activities

* Measuring and accounting for responsible
wealth creation

* Managing company reputation: bridging the
gap between public perception and reality

* Establishing the limits of effective business
engagement in social investment and conflict
prevention.

The report closes by offering key principles
required for addressing management and
structural challenges when operating in areas of
potential or existing conflict. These principles
are interdependent and represent a process that
can help companies become more engaged in
the prevention and resolution of violent conflict.
They are summarised below:

Principles of corporate engagement in conflict prevention and resolution

which make specific mention of conflict or human rights where appropriate, commitment to

changing corporate culture where necessary, integration of these issues into core business

activities, social investment programmes and policy dialogue.

2. Preparation — skills development and training, use of in-house and external specialists and

advisors, adoption of company and/or industry guidelines, development of methodologies for

objective analysis on the causes of conflict and the impact of business activity on conflict.

3. Dialogue and consultation — internal and external communications with different stakeholder
groups on a systematic and consultative basis, taking into account different capacities and

power structures and the need to facilitate genuine participation.

4. Implementation partnerships — understanding what is needed and then leveraging different
resources, skills and capacities to carry this out. Working collectively with other companies and

developing partnerships with civil society organisations and government bodies where

appropriate.

5. Evaluation and accountability — ongoing measurement, analysis, reporting and verification.

This includes the challenge of accounting for tangibles and intangibles i.e. physical, financial

and managerial inputs and outputs, as well as processes, which is especially difficult in periods

of rapid change and instability.

6. Enabling frameworks — working with other companies, governments, civil society

organisations, academia and the media to develop enabling frameworks, especially for

addressing the structural challenges that face those working and living in regions of violent

conflict. These can include: the development of voluntary codes; fiscal incentives; regulatory

structures; recognition systems for good practice; innovative public-private financing

mechanisms; training and measurement methodologies; and advocacy for good governance and

anti-corruption measures.

To order copies of the full report
contact:

The Prince of Wales

Business Leaders Forum

15-16 Cornwall Terrace

London NW1 4QP

Tel: 44 (0)20 7467 3600

Fax: 44 (0)20 74673610
Email:harriet.fletcher@pwblf.org

International Alert

1 Glyn Street

London SE11 5HT

Tel: 44 (0)20 7793 8383

Fax: 44 (0)20 7793 7975

Email:
nkillick@international-alert.org

Council on Economic Priorities
38 Ebury Street

London SW1 OLU

Tel: 44 (0)20 7730 2646

Fax: 44 (0)20 7730 2664

Email: Jfcepeuro@aol.com

The full report will be published on
a website in early 2000.
www.pwblf.org

www.international-alert.org/corporate
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