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Preface

by Dan Smith, Director of Stockholm
International Peace Research Institute

Editorial

By Caroline Kruckow
and Sylvia Servaes, FriEnt

As a basic proposition, the idea that
if businesses can operate in an ordi-
nary manner, that will help build peace,
seems uncontentious to many. As a field
for both research and policy it is about
two decades old. There is increasing
agreement among donor governments
that strengthening the private sector
strengthens the prospects for peace.
Unfortunately, evidence to support the
proposition is not very strong and, on
the other side, there is just as much evi-
dence of business activities contrib-
uting to the continuation of conflict.
This paper is to be commended for set-
ting out dispassionately to explore the
issues and disentangle the different
threads of evidence and argument.

The discussion has long been
blighted by a lack of necessary dis-
tinctions. It is a strength of this paper
that it begins with the heterogeneity
of the private sector. What constitutes
the private sector differs widely from
one country to another and even within
countries. There is a great diversity of
actors. There are big divergences in
the impact of different industries and,
within the same commercial sector,
different operating modes. Regulation
of the private sector and respect for
norms are also highly diverse.

In most conflict-affected and peace-
building contexts, most private sector
economic activity is carried out by small
businesses not by big corporations. The
extent to which they can individually
influence prospects for peace is limited
at best. Many see little or no interest
in doing so. For some, that is because
they see no mandate to act politically or

work explicitly for peace. For others, it is
because the risks they might take could
be great - risks to their lives, not just to
their turnovers. And for a third group,
the fact is that they profit from the war
economies in which they operate.

This suggests the focus should be
on regulation of the private sector,
ensuring that normal business oper-
ations do not damage the prospects
for peace and making it possible for
them actually to improve the prospects.
The difficulty of course is that regula-
tion is weakest where the need for it is
greatest — in fragile and early peace-
building contexts.

None of this means that private sec-
tor activities can have no good effect
for peace. But great care needs to be
taken in working out how they can be
supported so as to have this effect. The
alliances that could be made among
businesses, as in Chambers of Com-
merce, and between businesses and
other actors from civil society come
strongly into focus here.

In the end, the historical evidence is
clear that commerce is good for peace
and peace is good for commerce. How-
ever, the path from a war economy to a
peace economy is not usually easy or
straightforward. This paper performs
an extremely useful function in set-
ting out the right questions, reviewing
the evidence and drawing some clear
policy conclusions on moving forward.
It will be extremely useful for a read-
ership interested and engaged in the
work of developing the much-wanted
positive relationship between business
and peace.

Jobs, jobs, jobs — according to the
2011 World Bank/UN report “Pathways
to Peace” and United Nations Secre-
tary-General Antdénio Guterres’ “Sus-
taining Peace” Agenda — are central in
responding to the needs of war-torn
societies and fragile contexts. In line
with this thinking, job creation through
economic development and business
involvement has an important stabilis-
ing impact in fragile and conflict set-
tings and therefore the private sector
has a key role to play in peacebuilding.

But is it really that simple? Do we
just have to create jobs, boost eco-
nomic development and support busi-
ness actors to enable divided commu-
nities and conflict actors to live better
and more peacefully as neighbours? Of
course, it is not that simple: we have
known for decades that businesses
profit not only from peace but also,
and in various dimensions, from violent
conflict.

In recent years, the Working Group
on Peace and Development/FriEnt has
organised a series of events on “Busi-
ness and Peace” which resulted in the
FriEnt-Briefing “Business and peace -
taking stock: building peace with a bull-
dozer?” published in December 2018.

One of the topics we identified for
follow-up was “Winning over businesses
to peace”. It poses a range of questions:
under what conditions can businesses
be persuaded to support peace — and
what kind of companies are committed
to “doing no harm”? How much respon-
sibility do investors and banks bear
as the providers of business finance?
What criteria do companies have to ful-
fil in order to justify public sector fund-

ing for business development under
(post-)conflict conditions? In order to
tackle these questions, FriEnt organ-
ised an international expert consulta-
tion in October 2019, which focused
on two topics: the development of indi-
cators that identify, assess and moni-
tor peace-promoting investments and
products; and the challenge of com-
munication between the peacebuilding
community and economic actors.

We decided to take these insights
to the next level in a joint paper, which
sheds light on decades of work in the
field of private sector engagement and
peacebuilding.

We are very happy that Ben Miller,
Principal at CDA Collaborative Learn-
ing, Boston/USA, Markus Mayer, Head
of the Asia Programme at Interna-
tional Alert, London/UK and Kathryn
Nwajiaku-Dahou, ODI Director of Pro-
gramme - Politics and Governance, UK,
agreed to accompany us on this jour-
ney and contributed their many years
of experience to this new joint paper.
Johannes Schreuder, Peace Nexus
Foundation, CH, shared insights from
the investment side.

This newly edited paper aims to raise
awareness of the opportunities and
prospects but also the risks and chal-
lenges associated with the business
and peacebuilding nexus. We believe it
is necessary to not forget that it always
‘takes two to tango’ - it is necessary to
draw on the two dimensions’ respective
strengths and weaknesses and identify
their specific roles and options, so that
all the opportunities for harmonisation
are utilised, yet without creating exces-
sively high expectations.
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What questions
does this paper

answer and who
IS 1t for?

You are a:
— Policy-maker/donor or a
— Policy advisor or a

— Project officer in a development
or peace building organisation

You think the relationship between
business and peace/conflict is
characterised by any of the following:

— The activities of the private sector in fragile
and conflict-affected states (e.g. jobs) make
those states more peaceful and less fragile.

— Businesses and investors are interested in
risk reduction and therefore should also
willing and able to engage in efforts to pre-
vent violence and/or build peace.

The reality
IS more complex:

To find out

—— There is no clear evidence of an
intrinsic link between business and
investment, on the one hand, and peace,
on the other hand. Routine business
operations do not necessarily have
positive impacts on factors influencing
peace and conflict.

— Where businesses yield small, incre-
mental, positive impacts, these impacts
do not add up to society-level peace
without coordinated, deliberate efforts
to ensure that they do so.

— In fragile contexts, ‘business as usual’
is highly likely to drive conflict; conflict
sensitivity is as important for the private
sector as it is for humanitarian and devel-
opment initiatives.

— In contexts of conflict, the business
contribution to peace does not flow from
business operations such as hiring,
community development or ‘shared value’
approaches, but from ‘diplomatic’ roles
that businesses or business leaders may
be able to play.

more, read on.
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Activities of

companies are
not intrinsicall
peace positive

Conceptual landscape
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Over the last decade, there has been
growing enthusiasm in policy circles
about the private sector’s potential to
contribute positively to peace, driven by
a group of academics, NGOs and inter-
national organisations. They are keen
to see the private sector play a role in
ending conflict and fragility in states
affected by either or both. Typical of this
turn is the UN Global Compact, which
established the Business for Peace
Platform in 2013 based on the premise
that “businesses can make a positive
long-lasting contribution to peace and
development”!

Many of the current efforts to bring
companies into line with the inter-
national agenda for fragile and con-
flict-affected states (FCS) appear to be
searching for a ‘magic bullet: a simple
mechanism that would unlock the per-
ceived potential of the private sector
to transform FCS. Yet the enthusiasm
of advocates of ‘business and peace’

has not facilitated a consensus, or even
clarity, about what the ‘peace potential’
of the private sector is, how it can be
realised, or what role the private sector
does have, should have, or would will-
ingly accept in fragile and conflict-af-
fected states.

Conclusive, empirical evidence of
cause and effect between investment
or business activities, on the one hand,
and peace, on the other hand, remains
elusive.? Companies operating in FCS,
for their part, have been and remain
largely outside of and indifferent to
the policy-level discussion, which has
yet to trigger significant, widespread
changes in companies’ approaches to
their business activities. For investors
and policy-makers, the important ques-
tions remain unanswered: what kind of
investments, if any, will change condi-
tions on the ground and contribute to
peace in FCS? What initiatives should
policy-makers and bi- and multilateral
agencies be funding as part of their pri-
vate sector-related work? And how can
investors and policy-makers be sure
that their efforts are yielding the desired
outcomes?

We argue:

It is important to understand the complexities
of the issue and abandon ‘magic bullet’
thinking about the private sector’s potential.

We first look at private sector actors
operating in FCS in more detail to
explore their potential to impact peace
and conflict, and then consider some
essential lessons from peacebuild-
ing and conflict sensitivity that should
be taken into account by policy-
makers and private sector actors wish-
ing to make a difference.
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Diversity of the sector
requires specificity of
the strategy

The private sector is extremely heterogeneous, and the specific
characteristics of individual private sector actors have a significant
bearing on the potential that they may have to impact on peace and
conflict for better or for worse. Policy, investment and engagement
strategies that seek to impact on peace and conflict by working
through the private sector will be most effective when they account
for this specificity. Below, we suggest starting points for such think-
ing that also illustrate the implications of private sector diversity for
strategy and policy development.

Different industries have
different social impacts and risks
Different industries have different char-
acteristic social impacts and risks
because of the nature of the business
activities in which companies in these
industries engage. Mining, for instance,
has impacts of a different nature, scale
and duration on people living near a mine
than, say, brewing and bottling have on
communities living near to a brewery or
bottling plant, or road construction has
on communities located in a construc-
tion zone or near to a new road.

Different industries offer different
entry points for efforts related to peace,
and different, but equally specific strat-
egies are required to mitigate their
adverse impacts on conflict.

Scale matters in terms of

the kind of strategy

All other things being equal, the size
of a company matters, both as regards
the scope and scale of its impacts on
peace and conflict, but also in terms
of the kind of strategy that might be
effective in shaping that company’s
practices and hence the outcomes of
its activities. American retailer Wal-
mart, for instance, employs 2.2 million

people. A change in Walmart’s recruit-
ment or compensation and benefits
policies might have significant impacts
on a regional economy and the quality
of life of a large number of people. By
the same token, because of the scale
of Walmart’s business activities, the
sums of money involved and its elabo-
rate internal governance, it might take
more effort and different strategies for
an individual investor or policy actor to
provoke change in any Walmart pol-
icy, or even to convene a meeting with
high-level decision-makers within the
company.

Micro-, small and medium enter-
prises (MSMEs),® in contrast, hugely
outnumber large companies in most
contexts, especially in conflict-affected
zones where larger companies may be
comparatively reluctant to invest or
establish a presence. MSMEs can be
found even in the most difficult, remote,
conflict-affected places and often pro-
vide vital goods and services to com-
munities.

MSMEs thus offer a significant entry
point for peacebuilding initiatives. While
smaller enterprises might be easier to
influence than larger ones, they also
have much less influence as individual

companies on conditions in the socie-
ties in which they operate; meaningful
impacts on peace will likely come from
working with large numbers of MSMEs
at atime.

Impacts through user and value
chains

Conflict and peace impacts some-
times occur through user and value
chains, not just via hiring, involuntary
resettlements, spills and the like. A few
well-known examples will suffice to
make the point. Buddhist anti-Muslim
groups in Rakhine, Myanmar, used
Facebook (FB) to mobilise and incite
widespread violence against Muslim
Rohingya populations. In this case, FB
contributed to the negative impact on
conflict because it allowed FB users
to organise ethnic violence. Similarly,
manufacturers of consumer electron-
ics such as tablets and mobile tele-
phones utilise the mineral tantalite in
LCD displays; tantalite mining is known
to have financed illegal armed groups
and utilised forced and child labour in
the Democratic Republic of the Congo,
and to date, only 20% of the tanta-
lite used in new products is recycled.
Actors developing private sector strat-
egies to influence conflict and peace
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in FCS might reasonably seek to influ-
ence the policies of social media com-
panies headquartered in the Global
North, or finance start-ups that recy-
cle tantalum in countries where large
numbers of people tend to replace
their consumer electronics on a regu-
lar basis. ‘Business and peace’ strate-
gies adopted by donors, investors and
NGOs will be ineffective unless they
consider factors such as those men-
tioned above with regard to size, nature
and location of businesses, among
others. Efforts to encourage multina-
tional extractive industry companies
to manage their impacts more effec-
tively, for instance, may require specific
capacities, partnerships and technical
approaches. However, these may not
be at all relevant to micro-enterprises
or to efforts by policy actors to reduce
aggregate poverty and unemployment
through large-scale micro-lending and
management training. Different strate-
gies may require fundamentally differ-
ent entry points and partnerships, and,
in any given context, one strategy may
be significantly more effective than
another as an approach to peace and
conflict. Strong analysis and tailored
support strategies, rather than broad-
brush approaches, are therefore key.
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How do business
Impacts on conflict
and peace occur?

The dynamics of conflict and fragility shape
the outcomes of business activities

Some of the less critical contributions to discussions about business
and peace leave fragility and conflict themselves unaddressed in
their analyses. Business activity, entrepreneurship and investment
are at times treated in the literature and policy discussions as though
they were the same in Sweden as they are in Sudan. Yet in fragile
and conflict-affected states, the dynamics of conflict and fragility
shape the outcomes of business activities (and, indeed, any other
intervention) fundamentally.

It is worth noting, as well, that state fragility and conflict often
drive each other. Persistent conflict, even in sub-regions of a country
(as in Nigeria, Myanmar, Mali and Uganda), often weakens state insti-
tutions; and weak governance institutions are rarely able to contain
or resolve conflicts effectively or prevent them from escalating into
sustained violence.

Multinational companies: In FCS, ‘business as usual’ tends
to drive or enflame conflicts

Multinational companies (MNCs) and other large companies require
effective governance for a range of purposes. These include clear
and fair regulation, credible enforcement of property and contract
law, security and political stability, the impartial arbitration of dis-
putes, and some degree of public trust that state revenues will be
expended in the public interest. Few FCS can deliver any of these,
and the consequences can be significant. In the context of land
acquisition for a corporate project in a FCS, for instance, people may
be involuntarily relocated by unaccountable state agencies in ways
that they perceive to be fundamentally unfair, or simply be pushed
out for want of title deeds.

In many FCS, relevant regulatory frameworks may be out of
date or entirely absent, and the state may not be capable of enforc-
ing regulations. The perception that public officials are corruptible
may undermine the credibility of regulation that is, in fact, effec-
tive. Affected populations may have no access to legal redress for
the impacts of effluent discharge, a company’s water consumption,
noise, light, dust or chemical pollution, declining water quality, or yet
more significant grievances.

MNCs in FCS may create new income generation opportuni-
ties that undermine historical sources of authority, or drive social
ills such as alcoholism, prostitution, crime and influxes of strangers

12

into small places. Few local authorities in FCS have the capacity to
manage these challenges effectively. High levels of corruption in FCS
may mean that corporate taxes and royalties do not yield tangible
benefits among communities affected by business operations; or
they may very conspicuously benefit residents of the capital city, or
national or local elites, to the exclusion of others. In states that can-
not provide security throughout their territories, armed groups may
seek to operate in the presence of a company in the hope of extort-
ing benefits from the company itself or its employees, imposing fear
and a risk of violence on its neighbours. In FCS, the impacts of rou-
tine company operations, and much more besides, are far more likely
to drive conflict than they are in other states.

13

— Businesses require governance infrastructure
in order to avoid fuelling conflict through their
everyday activities. In FCS, this infrastructure is by

definition partly or wholly absent.

— In environments characterised by fragility,
weak governance or conflict, business as usual

is highly likely to drive or enflame conflict.

Micro-, small and medium enter-
prises: Conditions of fragility
create risks and opportunities
Conditions of fragility and conflict
create both risks and opportunities
for micro-, small and medium enter-
prises. They respond to these risks
and opportunities in a variety of ways,
some of which directly contravene
basic peacebuilding values, stand-
ards and practices. In many instances,
they engage in such business prac-
tices in order to function and survive
in the given context. To avoid antag-
onising armed groups and politi-
cal actors, for instance, MSMEs may
engage in corrupt practices such as
bribery, exchanges of favours or nep-
otism. It may be impossible for MSMEs
to function at all in a particular con-
text without acquiescing to at least
some demands of this nature. Some

MSMEs may be coerced into support-
ing local armed groups or particular
political actors by assisting with the
importation of restricted or dangerous
goods, acting as informants or provid-
ing resources and opportunities to con-
flict actors or favoured groups. Engag-
ing in such activities can compromise
an MSME’s reputation, making it diffi-
cult for it to act credibly in ways that
are calculated to support peace efforts.

Equally important, MSMEs’ com-
parative visibility and accessibility may
place them at greater risk if they are
seen to be challenging the status quo
or backing an idea that is antithetical to
those of local political leaders or conflict
actors. They may face community pres-
sure to act in certain ways that erode
peace, especially in contexts where
there is strong anti-minority sentiment
or specific local political agendas.
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More worryingly, greater owner involve-
ment, investment and physical pres-
ence at business premises personal-
ise the business and proportionately
increase the risks faced by business
owners, their families and their employ-
ees if they are marked as potential trou-
blemakers. It may not be possible or
safe for them to hire employees across
conflict fault lines, and some interna-
tional standards of business conduct
may not be feasible or even appropri-
ate for them in some contexts.

The business case for conflict:
Responses to risks and opportu-
nities are often ‘peace-negative’

It is important for peace actors to
understand that some businesses have
a vested interest in prolonging conflict.
Some MSMEs are active, intentional
and purposeful conflict entrepreneurs
and profiteers. They see opportunities
in conflict contexts, and take part in
and profit from activities that enable
the conflict. Shadow economy-related
activities, illegal commerce and con-
flict-dependent livelihoods restrict the
potential for such businesses to partic-
ipate meaningfully in local peacebuild-
ing efforts. This lack of involvement
may not cause these peace efforts to
fail, but the businesses concerned may
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deliberately seek to undermine and dis-
rupt efforts that are aimed at peace.

Related to this, some MSMEs that
do not profit from or actively support
conflict may nevertheless have conflict-
dependent business models because,
for example, they rely on informal mar-
ket structures or the absence of com-
petitors (in places abandoned by peo-
ple fleeing conflict), or are involved in
supply chains that are linked to armed
groups. Given the small(er) scale of
MSMESs’ operations, individual business
transactions may be far more conse-
qguential for an MSME than a transac-
tion of a similar monetary value would
for a larger company. Unlike larger com-
panies, they may see exits from con-
flict economies as potentially ruinous
because they lack realistic alternatives.*
In these situations, it is much harder to
convince MSMEs to participate in local
business for peace initiatives because
the threats to their livelihoods (and
lives) may be much greater in many
instances.

Characteristics and dynamics of fra-
gility and conflict expose MSMEs to a
broad range of risks and opportunities.
In many cases, their responses to those
risks and opportunities are ‘peace-
negative’, although positive examples
exist.®

Understanding

how conflict dynamics

and the impact of

Interventions interact

Lessons from peacebuilding and conflict sensitivity are important
for policy-makers and investors because ‘business as usual’ in situa-
tions of conflict and fragility is likely to enflame conflict. Some adap-
tation to conditions of conflict and fragility is necessary in order
to avoid adverse impacts.® When an intervention, such as a large
corporate investment or an effort to mobilise MSMEs, takes place
in a context that is affected by conflict, local actors experience its
positive and negative impacts — such as getting a job or being dis-
placed and resettled — in light of the conflict. When a business, an
investor or an actor pursuing private sector development under-
takes an initiative in an FCS without understanding how local actors
will experience that initiative, they almost always generate, drive or
sustain conflict. Understanding the local actors’ experience requires
an understanding of the dynamics of the conflict, the impacts of the
intervention and the interaction between the two.
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Lesson 1 Resources brought into a conflict

environment become part of the conflict

“The introduction of new resources into a resource-scarce society that is also in
conflict rarely (if ever) leads to people sharing these resources and living happily
together. Rather, resources brought into a conflict environment always become a
part of the conflict.””

When the context is also characterised by fragility, there is little to prevent
competition for resources from escalating into violence.

We argue:

The presence and activities of large
corporations and MSMEs in FCS
are not intrinsically ‘peace-positive’.
In many cases, they drive conflict.

.. _ Lesson 2 Conflict sensitivity as a minimum
Fragility and conflict themselves are

critical factors that shape private sector
actors’ impacts on peace.

In FCS, actors such as companies may need to take extraordinary measures to
minimise the negative impacts and maximise the positive impacts that their activ-
ities have on conflict.
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Conflict sensitivity is an approach to adapting activities to local conditions of fra-
gility and conflict so as to avoid worsening those conditions. Conflict-sensitive
business operations entail:

— Understanding the context in which operations occur, particularly the actors
and factors within the context that drive or sustain conflict and tensions and
those that mitigate them; conflict and context analysis is key;

— Understanding the ways in which planned business activities are likely to
impact on the contextual factors that drive or mitigate conflict; and

— Modifying those activities so that their negative impacts on conflict drivers are
reduced and their positive impacts on these drivers are enhanced.

A suite of conflict sensitivity tools and guidance for companies and for develop-
ment actors, all based on evidence derived from field-level experience, exists to
support and inform deliberate efforts to manage impacts on conflict in the context
of activities in FCS.8
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Lesson 3

Conflict sensitivity is not the
same as peacebuilding

Whilst conflict-sensitive practices can shape outcomes for the better, notably in
terms of company-community relations and conflicts that are localised in the vicin-
ity of the company, they do not necessarily lead to discernible, positive impacts on
society-wide peace.® Peacebuilding, in contrast, “deals with why people fight and
supports societies to resolve conflicts peacefully in order to prevent violent con-
flict and promote lasting and sustainable peace”.’® Effective peacebuilding efforts
address key factors that drive conflict at the national level, or link in with efforts to
address those factors.*!

Factors that drive conflict at a society-wide level are not always the same as
those that drive conflict at a local level, where much of the impact of an individual
project often occurs.!? Efforts that are effective locally often have no impact on
society-wide peace and conflict.

Lesson 5

Work in networks is imperative,
especially where MSMEs are involved

Much recent work suggests that peace efforts involving companies — whether
they are MNCs, MSMEs, or something in between — are most effective when they
are based on networks, partnerships or associations rather than when different
actors work in isolation from one another. Case studies developed by CDA, ACDS
and PRIO indicate that the efforts of large corporations have been most effective
when the company collaborated with other actors such as government agencies
at all levels, civil society groups, activist organisations and, in some cases, armed
non-state actors and public security forces. When MSMEs are involved, it may be
necessary for a third party such as an NGO to create an appropriate network or
association.

In this respect, chambers of commerce may be a good entry point as they often
exist at very local levels and even sometimes in very volatile regions (although they
are often relatively weak and under-resourced as institutions). Peace efforts with
such business entities could include helping them leverage more protection within
the group against external, conflict-related shocks, establishing access to value
chains that extend beyond their immediate neighbourhoods or to national-level
businesses and actors, and enabling MSMEs that are committed to peace efforts
to gain greater traction in their local communities through positive recognition of
their values. This, in turn, may mean working with community leaders who demon-
strate a willingness to endorse peace-supportive values.

Lesson 4

Small impacts do not add
up to society level

In conflict settings, small, incremental, positive impacts do not add up to society-
level peace without coordinated, deliberate efforts to ensure that they do so.'®
Most effective efforts to impact on society-wide peace and conflict involve multiple
actors (within or across sectors) working simultaneously, in a coordinated fashion,
on complementary issues.

Lesson 6

Companies play certain roles and positive
impacts do not occur incidentally

With respect to larger companies, the CDA, PRIO and ACDS case studies demon-
strate that companies may be able to impact peace by acting as:

— catalysts for positive change in the relationships between actors in a given
context,

— facilitators of constructive activities by other actors that have an interest in
peace, or

— influencers of other actors who can say yes or no to peace by virtue of their offi-
cial position or informal authority and legitimacy.

The case studies also note that companies play none of these roles without delib-
eration and intention — their positive impacts in these roles do not occur inciden-
tally. Miklian et al. (2018)* argue that local business leaders are often much better
placed to contribute in a positive way to peace.
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A checklist What efforts to
Process IS NO influence company

behaviour already

an option exist? What do we

_ know about their
Practical landscape relevance to peace

and conflict?

There are a broad range of practices and initiatives calculated to
shape the impacts of companies by influencing their conduct. Some -
such as the articulation and broad acceptance of companies’ human
rights responsibilities — are mature enough that it is possible to talk
about their achievements and shortcomings. Some of these efforts
are worth examining because they remain central to discussions of
business and peace.

International standards of

responsible business

There are a multitude of normative standards that inform responsi-
ble business operations, including:

— standards that apply universally, across industries;
— standards and principles for specific aspects of operations, such
as supply chains, sourcing, revenue reporting and management,

or managing security providers;

— standards that are specific to particular industries, such as the
extractive or garment industries;

— guidance for operating in areas of conflict and fragility;

— standards and guidance that target specific social ills, such as
bribery and corruption or forced labour;

— good practice benchmarks and reporting standards.

The standards are too numerous to address individually here; we
discuss them instead in a general manner.
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Challenges: Standards are limited in their actual impact
on business activities

All of the widely applied standards are limited in three ways: their
implementation and assurance are not straightforward, especially
in FCS; they are crafted with the intention of minimising the harms
of business activity, but not for delivering social or political good;
and the scope of the responsibilities that they assign to companies
is limited to the activities and business relationships of companies
themselves; they do not relate more broadly to the societies in which
those companies operate. Below, we explore each of these in turn.

The implementation of standards is extremely difficult in FCS

It is only a relatively small number of (mostly) multinational compa-
nies that attempt to implement the major international standards
for business. One individual associated with the UN Working Group
on Business and Human Rights (UNWG) lamented that “it is always
the same 100 companies that come to events [like the UN Forum on
Business and Human Rights]”.*® As this paper was being drafted, the
UNWG announced the launch of an initiative to develop a “vision and
roadmap for implementing the UN Guiding Principles on Business &
Human Rights (UNGPs) more widely and more broadly in the next
ten years”*® explicitly recognising the relatively narrow range of
companies currently implementing the UNGPs.

Among companies that establish policies aligned with the stand-
ards, many report substantial challenges with implementation, par-
ticularly in FCS. Nine years after the unanimous adoption of the
UNGPs by the UN Human Rights Council, the UNWG observed that
“the worst forms of business-related human rights abuse tend to
happen in conflict-affected contexts”, noting that “a better under-
standing of the practical measures that all actors should take to
prevent and address business-related human rights abuse is still
needed”.!” The difficulties of implementing the standards are them-
selves the rationale for a number of multi-stakeholder initiatives, fora,
tools and guidance documents aimed at supporting implementation,
which would themselves be unnecessary if implementation in FCS
were straightforward.'®

The overwhelming majority of companies, particularly MSMEs, do
not attempt to implement international standards of good practice
in their operations. Many may be entirely unaware of them; others
may consider them to be immaterial to their operations, too burden-
some, or inappropriate for their cultural contexts. Even some prom-
inent multinationals implement the standards in only some parts of
their operations, omitting others.

The challenges of assurances

Global standards of business responsibility do not carry the force of
law. The Voluntary Principles on Security and Human Rights (VPSHR),
forexample, are, as their name suggests, voluntary, even for compa-
nies that are members of the multi-stakeholder Voluntary Principles
Initiative (VPI), created to drive VPSHR implementation. The VPI’s
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governance rules do not include provi-
sions that would allow for the expulsion
of a company that does not adequately
adhere to the standards. Similarly, the
VPI| does not systematically monitor
VPSHR implementation among VPI
member companies, or the impacts of
implementation on the stakeholders
of member companies. The UNGPs,
although unanimously adopted by the
UN Human Rights Council, also do not
have the status of enforceable law
unless a state legislates this status into
existence in its own jurisdiction.

Effective implementation of any
standard requires that companies put
in place internal structures and pro-
cesses to facilitate continued adher-
ence to the standards in the course
of ongoing business activity. Within
multinational corporations, this is a
challenge that relates to the relation-
ship between global headquarters
and country-level assets or operating
companies (OpCos). Lawyers in multi-
national companies would be quick
to point out, and HQ staff responsible
for sustainability quick to lament, that
assets and OpCos are in fact differ-
ent companies than their global par-
ents. The role of staff at the global cor-
porate headquarters is to “persuade”
(as one executive of a multinational oil
company told us) asset-level or OpCo
staff to fully implement the standards
in a way that Group headquarters finds
acceptable.

Minimising the harms of business
activity, but not delivering social or
political good

Most reporting frameworks measure
company activity against a specific
set of standards but do not attempt
to capture the broader outcomes of
that activity within the larger context.
To identify the impact that the imple-
mentation of a standard has on peace,
however, it is necessary to under-
stand the effects that implementation

within the company has on actors and
practices that exist entirely outside of
the company. To illustrate, the adop-
tion of a strong anti-corruption policy,
with robust training and accountability
mechanisms, could ensure that a com-
pany and its contractors avoid sustain-
ing or deepening corruption in the host
society. To understand whether this
has peace effects, however, one would
need to understand how the company’s
efforts influence the prevalence of cor-
ruption, and to know whether and how
corruption is a driver of conflict in that
setting.®

Scope of responsibilities: None of the
widely used standards is designed to
address the impacts of business on
conflict

In general, the standards, including
human rights standards, define socie-
ty’s expectations of businesses as harm
avoidance. Some standards (notably
the UNGPs) allow that harms will occur
despite companies’ best efforts, speci-
fying that responsible companies rem-
edy the harms that they can neither
prevent nor mitigate. Companies also
have a duty to use whatever leverage
they have to influence the conduct of
their business associates (such as con-
tractors) in the context of their work on
behalf of the company. While not abus-
ing human rights is a reasonable objec-
tive, there is no reason to think that, by
achieving it, a company might also mit-
igate conflict issues in the host state.
Indeed, the human rights standards
articulate no responsibility for adverse
human rights impacts caused by actors
that have no association with the com-
pany, nor any corporate responsibility
towards the protection of human rights
by host states.

Most importantly, none of the widely
used standards or tools of responsi-
ble business is designed or scoped in
such away as to address the impacts of
business on conflict per se. The stand-
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ards and common assessment methodologies (such as Environ-
mental and Social Impact Assessments and Human Rights Impact
Assessments) for the most part frame ‘impacts’ as discrete harms to
individuals or social groups that occur as a consequence of actions
committed or omitted by the company. Impacts on peace and con-
flict, however, are impacts on the relations among individuals or
social groups, or between groups. None of the widely utilised stand-
ards or practices is designed to identify or manage those impacts.

For all of the foregoing reasons, it cannot be assumed:

— that policies and commitments that companies make at HQ level
reflect actual practices and impacts at asset level;

— or that good practices at the asset level of a company are indic-
ative of an improving situation for local actors in the host state,
or even for the company’s own stakeholders;

— or that good policies at headquarters and good practices in the
field, as per the standards, act as a brake on conflict.

Risk management: It’s mostly down to the companies

Most risk analyses are limited to risks that the external environment
poses to the company and its success. Risks to the company’s exter-
nal stakeholders or to the host society are, more often than not, out-
side the scope of corporate risk analyses, especially if they cannot
be shown to be critical to the company’s success. Furthermore, most
risk analyses rarely consider the dynamic interaction between the
company’s actions and impacts, on the one hand, and the risks that
the operating environment poses to the company, on the other hand.

Practical Challenges: To most companies, ‘risk’ means ‘risk to us’

It is not realistic to think that all companies will respond in the same
way to the same risks. Companies differ in the way they identify risks,
in their tolerance for risk and in what they construe to be appropriate
and effective responses to risks. CDA has seen cases in which, in the
same conflict-affected operating context, one company identified
local communities as a security risk and sought to minimise contact
with them, while a second company identified the very same com-
munities as key partners whose goodwill was essential to company
security and sought to engage them robustly.

Risk analyses tend to be standard practice among large compa-
nies, but are much less common among smaller enterprises. When
encouraging MSMEs to participate in peacebuilding, however, close
attention should be paid to the risks and vulnerabilities that MSMEs
face as a result of — advertently or inadvertently — challenging the
conflict agenda. It is important that these risks and vulnerabilities
be identified, acknowledged and discussed, that mitigation strat-
egies be jointly planned, and that protection and action plans be
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discussed for those members who directly experience threats, vio-
lence and intimidation. Becoming an active peace promoter attracts
attention, as do any explicit coalition-building efforts and overt net-
working. Even subtle acts that promote peace can result in push-
back from conflict actors and those who are invested in maintain-
ing the status quo. Furthermore, leadership efforts to form alliances
may cause jealousies and lead to extortion, intimidation and addi-
tional demands and requests for favours from community members.
Some MSMEs may therefore prefer to vary the extent to which they

engage with the peacebuilding process.?®

— While companies are well aware that conflict and
violence in the external environment create various
risks for them, it does not follow that companies see
peacebuilding activities (by that name or any other)

as a path that they might take to address those risks.

Available evidence suggests that companies that
mitigate conflict risks through deliberate efforts to
address or resolve underlying causes of conflict are
vanishingly rare.

— Instead, they see peacebuilding as a political
activity that is beyond their capacities and outside
of their corporate mandates. They mitigate conflict
risks in ways that are within their capacities and
mandates: physical security measures, political risk
analysis, journey management, insurance, memo-
randa of understanding with the police or the army,
crisis management and contingency planning, and
SO on.

— Where their role as peacebuilders is encouraged,
MSMEs need help negotiating and dealing with
the additional challenges that peacebuilding entails.
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De-risking: There is a belief that businesses that are
committed to standards have positive impacts upon
conflict and fragility

‘De-risking’ means mitigating the risks of doing business in high-risk
environments through concessionary finance or investment guar-
antees. Risk-free capital might make it possible for companies to
undertake projects that they might otherwise deem to be too risky.
The absence of any stipulations or qualifiers about impact manage-
ment in many de-risking strategies suggests that the approach is
firmly rooted in the belief that businesses that are committed to
standards of responsibility intrinsically and inevitably have positive
impacts, and no negative impacts, on conflict and fragility. The World
Bank Group and OECD DAC donors have been particularly forth-
right in advocating a ‘de-risking’ agenda, with blended finance being
deemed an appropriate tool for driving the growth of private sector
markets in high-risk contexts.

Challenges: Companies tend to improve their approaches when
risks are realised and cut into their returns

Civil society actors have been particularly critical of this approach to
business facilitation as essentially the return of ‘tied aid’ through the
back door, and they object to the use of public development assis-
tance to subsidise private business interests. Moreover, while com-
panies’ ability to avoid absorbing the costs and risks they pose to
others contributes to high returns on investment in fragile states, it
is also well-established as a contributor to chronic conflict.

It is worth noting as well that, historically, exposure to risk has
been a driver of improvements in corporate practice: there is a
marked tendency among companies to change their approaches
when risks are realised and cut into their returns. For example, com-
panies’ exposure to the financial costs of remediating environmen-
tal damage and to lawsuits to compensate affected people for that
damage has been a driver of improvements in corporate environ-
mental performance. The risk of project shutdowns by disgruntled
community members is a rationale for a company to seek a ‘social
licence to operate’ or to obtain communities’ sustained consent for
the project. Insulating companies from the financial consequences
of these risks is unlikely to encourage responsible operations.

Evidence suggests that companies that have sought to address
conflict issues directly are likely to focus these efforts on solving
business problems relating to financial and reputational risk,?* rather
than on building peace. Without exposure to these risks, companies
would be less likely to undertake activities intended to mitigate them.

Influencing via investment: Obligation to comply with
international standards

One particular cluster of approaches to influencing businesses is
based on investment in the companies one is seeking to influence.
The thinking is that when a shareholder suggests that a company
adopt a conflict-sensitive approach or sign up to the VPSHR, the
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company concerned will, at a minimum,
take the suggestion seriously, and may
change its practices as a result.

The most effective and recognised
of such efforts centres on the Perfor-
mance Standards on Environmental and
Social Sustainability (PS) of the Inter-
national Finance Corporation (IFC). All
projects that receive IFC financing are
required to implement the PS.22 The IFC
does not itself provide especially large
amounts of financing for corporate pro-
jects, but many banks see IFC invest-
ment as an indication that sufficient due
diligence has been performed and that
the social and environmental risks of a
project have been or will be contained.
A green light from the IFC may thus
‘unlock’ substantial capital for a pro-
ject. The Performance Standards have
also been incorporated wholesale into
the Equator Principles promulgated by
the Equator Banks. It is estimated that
between the IFC and the Equator Banks,
the Performance Standards are applied
to 70% of project finance globally.

Practical challenges: Understanding
a company’s performance against
a specific standard is not a reliable
basis for understanding that company’s
impact on peace and conflict

The IFC’s ability to drive companies’
use of the Performance Standards in
their operations is predicated on the
quantity of capital to which the IFC acts
as a gatekeeper. It is difficult to imagine
any other investor being as success-
ful with this approach as the IFC has
been — most investors, even large insti-
tutions, do not have the credibility that
the IFC has among other financial insti-
tutions, and therefore cannot facilitate
access to the same quantities of capital
as the IFC. It is also unlikely that they
would be able to exercise the same
degree of influence. Indeed, non-oper-
ating companies in joint ventures often
complain that their operating partners
do not have high enough standards of

social performance; they may own as
much as 30% or 40% of the asset and
routinely sit in on meetings with the
operating company, yet their influence
is often insufficient to change the oper-
ator’s behaviour.

A second challenge associated
with this approach is that the compa-
nies that are expected to align their
operations with an investor’s require-
ments in some cases lack the techni-
cal skills and internal organisational
processes required for this purpose.
The IFC itself recognises this challenge
and addresses it by providing guidance
and technical advice to companies that
are obliged to implement the Perfor-
mance Standards. A related approach
is applied by the Cadmos Peace Invest-
ment Fund.2® This fund is a liquid listed
equity engagement fund that invests in
companies present in fragile states with
a net positive contribution to peace-
building, according to the Peacebuilding
Business Index developed by PeaceN-
exus. Though structured engagement
with portfolio companies, PeaceNexus
encourages these companies to imple-
ment more conflict-sensitive business
practices in fragile states.

Capital-intensive projects can fail
for a range of reasons, and in some
cases neither the companies nor the
investors have clear exit strategies. In
such cases, the situation on the ground
often deteriorates, and frustration, stig-
matisation, poverty, unfulfilled promises
and lost jobs have an impact on con-
flict and social relations. Local people
have to bear the risk, as risk funds and
compensation measures are often not
planned beforehand and are therefore
non-existent in many instances. Com-
plaint or grievance mechanisms, if ever
established by the company, donor,
development bank or investor, are
often no longer available after termina-
tion of the contracts between private
actor and financier. Those who have to
cope with the negative impacts of failed
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projects often have no opportunity to
use grievance mechanisms afterwards,
which contradicts the ‘do no harm’ pol-
icy applied by development actors that
support private sector engagement and
their responsibility for the unintended
consequences of their own interven-
tions, activities and failed projects.?4

Investors commonly report chal-
lenges in knowing what is happening at
the ‘other end’ of their investments, i.e.
in the operations of their investee com-
panies. Most investors have little choice
but to rely on company self-reporting.
Reporting standards such as the Global
Reporting Initiative require companies
to report on their own implementation of
standards, but not on conditions among
company stakeholders or the public at
large in the host state. As noted above,
measuring a company’s performance
against a specific standard is not a reli-
able basis for understanding its impact
on peace and conflict.

In the case of multinational compa-
nies, there may be no mechanism other
than project finance that would allow
investment in specific assets or OpCos,
as opposed to the company as a whole.
Yet, as noted above in the discussion
of responsible business standards, dif-
ferent assets and OpCos are operated
with varying levels of responsibility
and their impacts on conflict may also
vary significantly across countries. It is
very difficult to guarantee to would-be
shareholders or investors that all of a
company’s asset or OpCos consist-
ently meet any given standard of per-
formance.

Certification schemes may be a
reasonable approach

Certification schemes operate through
the establishment of a normative stand-
ard against which different entities can
be evaluated by a third party through a
uniform process or set of criteria. The
certification body, in essence, provides
disinterested, credible assurance that
the entities that it certifies consistently
meet the normative standard. Based on
the global success of the Fairtrade logo,
current discussions of certification as a
peace initiative are based on the idea
that recognising companies, products
and/or services for their contribution to
peace will both educate and motivate
the public to support peacebuilding
companies. Certification schemes may
provide an aspirational goal for local,
national and international businesses
to integrate peace efforts or conflict
sensitivity into their operations, benefit-
ing these companies through improved
sales, enhanced reputation and, where
investors are involved, access to capi-
tal. However, a successful certification
strategy would have to surmount the
challenges described below.

Practical challenges: Peace- or conflict-
related certification should embody

a narrative that is meaningful and
appealing to people

Large multinationals typically appoint
project staff and build organisational
structures only after project finance has
been irreversibly committed, making it
difficult for an investor or a third party
to validate prior to investment that a
company’s capacities, internal struc-
tures and processes will support con-
flict-sensitive operations.

With respect to peace and peace-
building, there are major methodolog-
ical challenges to the establishment of
objective metrics and benchmarks:
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Conflict dynamics are context-specific.
Because of the diversity of conflict
contexts, there is no uniform approach
to business operations that will always
yield the same results in all FCS.

Indeed, the OECD DAC Guidance on Peacebuilding Evaluation sug-
gests that evaluations of effectiveness should not rely on any stand-
ardised set of indicators, but (simplifying greatly) should be based
on analysis of the extent to which an initiative’s theory of change and
programme design are appropriate in a given context.

With some alterations, the same challenge is relevant to efforts
involving MSMEs. The substantial diversity of conflict-affected zones
makes it difficult to define how the global standards apply to the spe-
cificities of different contexts, especially in a way that resonates with
local businesses or the public. In its work with MSMEs,

International Alert found that, for peace-
or conflict-related certification to have
value in a given context, it should embody
a narrative that is meaningful and
appealing to people who are experiencing
the local dynamics of conflict.

This requires the development, from the ground up, of narratives that
can be ascribed to the certified companies and products, which, in
turn, requires conflict-sensitive standards and conduct that have
appeal and value to local communities.

Research that supports certification
schemes should therefore focus on both
aspects: suitable criteria for peace-
supportive certification, and locally mean-
ingful narratives. It is worth noting that
this challenge applies equally to a company’s
products and to its operational practices.
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A final challenge relates to risks that
context-specific certification schemes
may present for MSMEs that are cer-
tified under those schemes. Because
of changing political agendas (driven
by elections, for example) and conflict
cycles, businesses may suddenly or
unexpectedly find themselves identified
or associated with failed or maligned
peace settlements or processes and,
on this basis, are at risk of antagonis-
ing other local actors.

[t may therefore be important to
plan for changes to the context and
for companies to be able to respond to
these changes in a conflict-sensitive
way without damaging their business
prospects unduly or unfairly.

Rationales for adoption: Effective
peacebuilding and conflict sensitivity
require a high degree of responsive-
ness to dynamic external environments
Businesses, particularly MNCs, do not
see themselves as peace actors and are,
as a group, likely to have only a passing
interest in ‘peacebuilding certification’
for its intrinsic value,? particularly if the
standard requires them to change their
existing practices.

The most obvious way in which
adoption of and compliance with certi-
fication standards might offer value to
an MNC is by providing access to more
capital, cheaper capital, or both. This is
the major rationale for companies’ inter-
est in or adoption of the IFC PS and sim-
ilar standards of practice or reporting.
Here, the experience of the IFC and
the Cadmos Peace Investment Fund
is again relevant insofar as it suggests
that influence is in some proportion
to the amount of capital at stake. The
quantity of capital at stake through cer-
tification would have to be comparable
to that available through other chan-
nels; otherwise, a company would sim-
ply use those channels. To pool such a
quantity of capital would require either
the involvement of a gatekeeper actor

with a high level of credibility amongst
banks and financial institutions (such as
the IFC), or substantial engagement with
and buy-in from investors before the
scheme can be established. This may not
be impossible to achieve, but it would be
a very significant project in its own right,
and would require an implementer with
a great deal of expertise in key technical
areas and credibility across significant
actor groups.

For MSMEs, as well, it is important
that the advantages of achieving certi-
fication justify the process involved in
being certified. It is often surprisingly
complex to balance these costs and
benefits in appealing ways. Although it
is possible to set up national or interna-
tional partnerships, collaboration and
markets linked to the achievement of
certification, the logistical challenges
and instability of conflict-affected con-
texts may inhibit potential investors
from making the substantial investment
needed to bring the goods from produc-
tion sites to the intended market. Moreo-
ver, because these links often yield highly
lucrative business opportunities, such
partnerships could attract conflict actors
and profiteers. This is likely to pose addi-
tional challenges, as they may make
extortion demands on profits or income
garnered through the new opportunities
enabled by certification. Furthermore, the
certification status may be compromised
if customs regulations in certain places
rely on corruption in order to export the
goods to target markets.

The second rationale for signing up
to a certification scheme is that it might
facilitate communication about the com-
pany’s risk exposure and social perfor-
mance to a range of audiences (inves-
tors, customers, shareholders) using an
objective or widely recognised set of
metrics or benchmarks. This might pro-
tect or enhance a company’s reputation
or reassure investors and customers
that the company meets certain expec-
tations.
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With all the challenges already noted and
intrinsic to conflict situations, a checklist process,
unfortunately, would not be an option. Effective
peacebuilding and conflict sensitivity require,
above all, adaptive management processes and

a high degree of responsiveness to dynamic or
even volatile external environments.

Several current efforts may have meaningful impacts in their own
right and may be useful to learn from as they unfold. The Cadmos
Peace Investment Fund?® is only a few years old at present; it, or the
model that it represents, may have substantial influence over time
in ways that cannot yet be foreseen. The United States, Japan and
Australia have established a partnership for developing their own
certification scheme for infrastructure projects, the Blue Dot Initi-
ative,?” designed as a counterweight to China’s Belt and Road Ini-
tiative. The exact terms and scope of the scheme have yet to be
determined, but its architects have communicated an interest in
incorporating a peace and conflict dimension.

Reporting initiatives for private sector contributions to SDG 16 -
standards are lacking

Some multinational companies indicate an interest in better under-
standing how they can contribute to SDG 16 (Peace, Justice and
Strong Institutions) and how to report on their contribution toward
this goal. The absence of internationally accepted business stand-
ards on SDG 16 is an obstacle in this regard. To address this, the
PeaceNexus Foundation partnered with the United Nations Global
Compact to advance the Action Platform on Peace, Justice and
Strong Institutions. This Action Platform aims to provide global busi-
ness standards for understanding, implementing and reporting on
businesses’ contribution to SDG 16. In 2019, PeaceNexus and UN
Global Compact commissioned a study to take stock of existing SDG
16 business reporting initiatives. By engaging with companies, inves-
tors and standard setting agencies, this study — once published — will
contribute to identifying workable reporting standards for SDG 16
and relevant indicators that multinationals can refer to.
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Learning from
SUCCESS

Good outcomes from peace interventions by the private sector
require the participation of actors from outside the private sector. Case
studies and field-level experiences that identify empirical connections
between company activities and peace outcomes propose several
points of practical relevance:
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Lesson 1

Sustained, positive outcomes are not easier (or harder) to achieve with private
sector contributions than without them. At the same time, large and small compa-
nies’ potential to attract private investment may indeed provide a channel through
which new sources of financing become available to support peace efforts. The
challenges and complexities of channelling private finance in this manner while
operationalising initiatives that yield demonstrable, positive outcomes are signif-
icant, however.

Recognising the
special role of MSMEs
in peace initiatives

Over the years, business for peace movements such as Sri Lanka
First and the Business for Peace Alliance (BPA), the Nepal Business
Initiative (NBI) or (the more informal) business for peace networks
in the Philippines have amassed key insights and learned lessons
about these processes. The most promising approaches included
promoting conflict-sensitive business practices and peace-oriented
or highly inclusive corporate social responsibility activities, coupled
with building alliances across conflict fault lines at regional and
national levels.°
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Lesson 2

Good outcomes from peace interventions involving the private sector appear
to require the participation of actors situated outside of the private sector. Ten
of the eleven case studies developed by PRIO, ACDS and CDA% include some
combination of government agencies, public officials, NGOs, multilateral agen-
cies, religious institutions, peace committees and the conflict actors themselves,
all playing critical roles.

Lesson 3

Good outcomes involving large companies come from processes that bring conflict
actors into dialogue with one another for the purpose of resolving their conflicts.

Lesson 4

International Alert’s experience working with MSMEs indicates that effective
approaches require analysis, coordination, training, facilitation and network devel-
opment that MSMEs themselves are unlikely to accomplish without expert, third-
party support.?®

Lesson 5

Good outcomes may also mean helping MSMEs to reduce or manage their own
vulnerability to conflict actors.

Lesson 6

It helps to have larger networks and alliances inclusive of diverse political affilia-
tions and demographic backgrounds, and to ensure that these networks run across
geographical regions and constituencies.

Lesson 7

Time and effort are needed for movement-building activities such as awareness-
raising, dialogue to plan coordinated action,and accompaniment and advice about
unforeseen or problematic situations. For these purposes, it is important to forge
larger alliances that connect business leaders and their networks with other civil
society organisations, movements and/or local or national government stakehold-
ers. Maintaining these processes — from setting up to capacitating a business for
peace movement — and supporting further growth of such networks (often also
across conflict divides) requires experienced and committed facilitation which sits
more comfortably with specialist peacebuilding organisations (local, national and
international) to guide business for peace efforts.

Lesson 8

Less recognised but still important is the role of political advocacy. Business lead-
ers may be able to influence peace-supportive political settlements through per-
sonal advocacy and lobbying efforts.®* As a result of an extensive research and
publication on business as an agent for peace in 2006, International Alert launched
a series of business for peace projects and initiatives in the Caucasus, Colombia,
Nepal, Myanmar, Philippines, Sri Lanka and Uganda.
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Caution, circum-
spection and
expertise are
urgently needed

Conclusion

The literature and discourses on busi-
ness and peace are currently far ahead
of business and peace as a field of
intentional practice. It is plausible that
much of the current thinking as pre-
sented in the published and grey lit-
erature will be jettisoned as the field
of practice matures. In particular, it is
difficult to find unequivocal evidence
supporting the contention that private
sector development has any intrinsic,
causal relationship with peace out-
comes.?2 Certain celebrated anecdotal
instances of businesses working suc-
cessfully for peace in fact have less to
do with business or company employee
activity, and more to do with individuals
or community organisers backed by a
company but operating entirely outside
of it. Ganson’s work on the Consultative
Business Movement in South Africa
and the discussion of the Kenya Private
Sector Alliance by Austin and Wenn-

More primary-source, original

research using the OECD
guidance to assess peace
impacts is needed.

Donors and multilaterals should con-
sider commissioning and supporting
research projects that are designed to
develop robust evidence of effective and
feasible practices, while also enhancing
the evidence-gathering and learning
components of projects in this area.

With regard to finance, there is a
need to develop and pilot experimen-
tal approaches to test the hypoth-
esis that it is possible to profit from
investment in financial vehicles such
as ‘peace bonds’ (which are currently
being considered as potentially rele-
vant for peace initiatives).

mental. As such activities necessarily and investors Working in small-scale

take place in contexts that are affected

mann are instructive in this regard.® The most promising of these efforts
Activities in the broadly defined HPRH : :

domain of ‘business and peace’ should InVO|V_e peacebuﬂdlng (?rganlsathnS,

therefore be understood to be experi- the private sector, conflict experts

> by conflict, they should be undertaken  Partnerships to advance experimental

with caution, circumspection and the
advice of conflict experts. That said,
there is a broad range of potentially
productive courses of action that might
reward investment.

There is a lack of research, pilot
projects and practical learning

In a review of the growing body of liter-
ature in the field of business and peace,
the One Earth Future Foundation®*
found that much of it was based on a
surprisingly small number of original
research projects and cases in which
good outcomes were demonstrable.

initiatives in FCS.

Exit strategies for potential failures,
compensation measures and well-func-
tioning and accessible grievance mech-
anisms should be tested and refined on
the basis of these trials.
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Tools, expertise and dialogue are
required

Despite a robust body of existing
knowledge of conflict sensitivity and
peacebuilding and how they work, very
few tools are designed specifically for
companies, focused on specific indus-
tries and simple to use in conjunction
with existing standards.®

Support for processes
to develop additional
practical tools of this
nature is needed.

There is currently a trickle of cross-
disciplinary expert consultations and
dialogues that bring together peace-
builders, business and conflict experts,
business and human rights experts,
companies and financial institutions
(such as the one that yielded this
paper). Dialogue across these stake-
holder groups is important for iden-
tifying barriers to collaboration and
information-sharing across fields of
practice, sharing good practices and
current research and initiatives, and
building a shared understanding of the
functions and limitations of nested and
overlapping institutions that affect the
outcomes of business and investment
on the ground.

Small pools of funding
for convening experts
and practitioners

to define and advance
work agendas could
yield cost-effective con-
tributions to the field

of business, peace and
conflict.

Support for advocacy is
needed

Among MNCs and MSMEs alike,
there is a need for wider uptake and
better and more consistent imple-
mentation of the UNGPs. There is also
a need for a better understanding
and awareness among companies
of conflict-sensitive business prac-
tices and conflict sensitivity tools
and guidance. Support for advo-
cacy, dissemination and other pub-
licity efforts might be beneficial in
this regard. We note that the German
Government is supporting a new ini-
tiative by the UNWG, starting in 2021,
to drive wider uptake of the UNGPs
within the private sector. The Volun-
tary Principles Initiative currently has
a project on conflict management
and prevention that may deliver a
conflict analysis tool specifically for
extractive industry companies. These
and similar initiatives merit the sup-
port of donor organisations.

Building and sustaining
multi-actor platforms would
help individual companies

In the context of both MNE and
MSME activities, there is a need for
long-term project funding to sup-
port expert and NGO initiatives to
build and sustain multi-actor plat-
forms that help individual companies
to engage constructively with other
actors within their operational envi-
ronments. In many of these cases,
including situations involving MNEs,
there is a need for participation by
actors that are independent of local
conflict dynamics and of companies
themselves. In many cases, accept-
ing funding from companies would
compromise the perceived inde-
pendence of an intervention and nul-
lify its ability to play essential roles
within multi-actor processes. Con-
ventional donor funding vehicles are
not well-suited to such initiatives.
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Preliminary findings®® emerg-
ing from such projects suggest that
funding mechanisms need to allow
for significant periods of trust- and
relationship-building with only minimal
technical activities at the outset, fol-
lowed by multiple years of funding for
technical activities and ad hoc, urgent
responses to unforeseen circumstances
that might be difficult to capture in a
logframe or a sequentially organised
project plan.

Exploring MSMESs’ peacebuilding
potential in more depth makes
sense

MSMEs tend to have good local knowl-
edge and be attuned to the dynamics
of peace and conflict in the setting in
which they operate. They are also likely
to have varied networks, good links to
communities and an overview of the
various players in the local conflict,
including armed groups and shadow
authorities. However, in order to sup-
port the day-to-day functioning of their
business, they are often positioned in
relation to conflict actors and issues in
ways that are clear to their neighbours,
employees, customers and other busi-
nesses but are not immediately obvi-
ous to external actors or investors.
Their business activities and services
may be highly valued and perhaps even
vital at the local level. More importantly,
MSMEs have already demonstrated the
ability to navigate difficult political envi-
ronments, deal with different actors and
dynamics, and ensure the continuity of
their business operations.

In principle, these elements would
appear to place MSMEs in a good
position to support local capacities
for peace and to negotiate efforts to
reduce tensions. There is a real need
for accompaniment and resource sup-
port to facilitate network-building, risk
assessment, do no harm analysis and
advocacy to strengthen the voice and
visibility of peace-supportive MSMEs.

Dealing with grey areas is crucial

All peace actors, including donors, part-
ners and MSMEs, may therefore need
to discuss what may constitute ‘good
enough’ levels of peace-supportive
business practice, and determine these
levels in accordance with the specifics
of each situation and standards of con-
flict-sensitive business conduct. It is
important for peace actors to articu-
late these decision-making processes
explicitly, and to acknowledge the grey
areas that exist in complex contexts.
This is especially needed for work-
ing with micro-enterprises, which may
experience comparatively high vulner-
ability. In some contexts, the levels of
visible MSME peacebuilding efforts may
fluctuate as the levels of risk change in
response to political circumstances.
Equally, MSMEs may choose — or find
it necessary — to compromise on some
aspects of the international peacebuild-
ing standards of business conduct and
compliance in order to manage risk and
vulnerability and to survive and operate
as needed. Carefully designed interven-
tions can support the transformation of
certain parts of the shadow economy
into more legal/ formal structures. How-
ever, this requires acceptance from key
stakeholders, including state actors.
External, civil society-led dialogue sup-
port for negotiating the acceptance of
such ‘grey areas’ during transition peri-
ods are crucial here.
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Donors and development partners will
need to establish protocols for dealing
with such situations sensitively and

productively. This will require further

empirical investigations as well as

dialogue with development partners
about acceptable modes of support.
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