
 
 

PANEL ONE OVERVIEW: MAY 26, 2010 
 

Practice Imperfect – Assessing Half a Century of Economic Development Efforts 
in Post-War Environments 
 
What do the post-conflict scenarios of the past sixty years teach us about better 
execution and planning for those of the future?  
 
Panel 1: Post-Conflict Planning and Execution in Previous Wars 
Moderator: Robert E. Litan, (Ewing Marion Kauffman Foundation) 
 
Panelists:  

• Glenn Hubbard (Columbia Business School)—on the Marshall Plan  
• Louis DiMarco (Military History Department, CGSC) – on WW II, Japan  
• Marcus Noland (Peterson Institute of International Economics) – on Korea  
• Rufus Phillips (former USAID, CIA) – on Vietnam  
• Patrice McMahon (University of Nebraska) and Jon Western (Mount Holyoke) — 

on The Balkans  

The United States has a mixed record in navigating post-conflict situations over the past 
sixty years, with results that vary greatly by degree of civilian-military engagement and 
unique country characteristics. These experiences emphasize a simple truth: Economic 
development can cause both war and peace. Understanding how to gear development 
toward the latter, however, is complicated. From the unprecedented success of the 
Marshall Plan and post-World War II Japan to the complicated struggle of Bosnia and 
Kosovo, history offers no shortage of models that have been tried, some with more 
success than others. What’s clear in all of them is that the approach is contextual, 
taking into account local environmental factors. Also clear is that the international 
community faces a series of dilemmas when undertaking a major post-conflict 
endeavor, including who to include in the planning, international vs. local ownership, 
and short vs. long-term planning, all of which are further complicated by the presence of 
foreign assistance. 

Key Takeaways: 



• The core idea behind the Marshall Plan was to stimulate the private sector 
through direct financial support of businesses rather than distribution through 
local government institutions, and it continues to serve as a potential model for 
efforts today, especially insofar as it deeply considered the nature of the war and 
the pre-existing institutional conditions in Europe. 

• Whereas the Marshall Plan in large part stemmed from an acute dollar shortage 
that threatened to cripple postwar world capitalism, one could replicate it 
completely absent of the exchange mechanism that governed the outflow of U.S. 
dollars. While a similar exchange mechanism may not pose a problem for Iraq, it 
is not necessary for implementation of other aspects of the program. 

• One pre-requisite of a market economy might be the rule of law, although China’s 
success over the past few decades offers an interesting challenge to that 
premise. 

• Strengthening a state and achieving economic growth are different goals. 

• Vietnam was an ideologically driven conflict, but if the United States had been 
able to better help the South unleash its inherent entrepreneurial potential in the 
countryside, the conflict may have been more balanced.  

• The economic crisis of the 1980s played a significant role in laying the foundation 
for the intensification of ethnic identity that would provide the disturbing backdrop 
to Balkan conflicts of the 1990s. But amid the aftermath, the potential for 
economic gain could be a powerful motivator for cooperation and even 
reconciliation between parties previously at war. Serbian, Croatian, and Bosnian 
women who got together to knit, united by their shared goal to provide for their 
families, were able to overcome a divide that years earlier had been unthinkable. 

• Some posit that a strong supply of human capital is the chief determinant of 
whether you can achieve rapid economic development after the shooting stops, 
and that without human capital any march toward progress is going to be slow 
and drawn out. An example of this is the difference between Kosovo and Bosnia. 
Kosovo had strong support from its Diaspora, many of whom had acquired 
entrepreneurial experience elsewhere and returned to invest and partake in the 
rebuilding process. Bosnians, however, did not have this luxury, and as a 
consequence, their skill sets stemmed almost entirely from running state-owned 
enterprises as opposed to functioning in a capitalist environment.  

• The recognition of human capital, or lack thereof, is a chief complaint of the 
international community. When NGOs come in and tell local residents what to do 
without taking time to fully appreciate and understand the context and landscape, 
it results in serious frustration. A common refrain from locals is, “We waste their 
money, and they waste our time.” 



• We must resist thinking human capital cannot be grown in places such as Sub-
Saharan Africa and must beware of the “Field of Dreams Theory”—if you build it, 
they will come. Entrepreneurial energy is abundant in such places and can itself 
help grow human capital. But the political reality of efforts to build human capital 
must be taken into account at all times lest it be thwarted by the upper class. 

• The relationship between conflicts that were motivated by significant economic 
causes—as opposed to those instigated by ethnic and cultural tensions—and 
scenarios where post-conflict economics is easier to address—is not an easy line 
to draw.  

• The example of Cuba compared to the Philippines offers a telling illustration of 
what happens when a military presence leaves town after building an 
infrastructure as opposed to sticking around to ensure it doesn’t fall apart. The 
Philippines, where the United States not only put institutions in place but also 
stayed around while they took root, may look different today had the presence 
not lasted as long. Occupations fail if you leave too soon because you haven’t 
developed the population’s skills in a way that can sustain entrepreneurial 
capitalism and democracy. Development efforts must have the patience to build 
projects for long-term endurance and maximum impact rather more immediate 
but potentially only cosmetic success.   

• There’s an opportunity for the United States to support local, African-owned 
businesses with Marshall Plan-like mechanisms. The international business 
community has a role to play, and the appetite and interest are definitely there.  

• One point of view is that the USAID is not a robust, can-do organization. Over the 
past forty years, it has been consistently cut in terms of staff and budget. It’s 
bedeviled by bureaucracy, is not politically popular, and might be almost 
impossible to re-invent. If we are to improve economic development efforts in 
post-conflict situations, the task will often by necessity fall to the military.  

• To achieve lasting economic development, much needs to be done, but it doesn’t 
all need to be done at once. Weaknesses in some areas can be compensated by 
strengths in others. The most crucial task is to identify the two or three things 
that, if adequately addressed, will help the economy start moving forward. This is 
a difficult analytical judgment to make, and for most people in the field, the million 
dollar question is, “Who’s going to do it?” 


