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Introduction: 

T he forthcoming "London Conference"' on Afghanistan (January 31-February 1, 2006), to be 
aLCended by President Hamid Karzai, British Prime Minister Tony Blair, and UN Secretary ,· 
General Kofi Annan, will bring together high ranking dignitaries from the government of the 
Islantic Republic of Afghanistan and the international development community to endorse a new 
n1ultilateral agreement to be known as the ''Afghanistan Compact," the successor of the Bonn 
Agreement, which had established the process for creating an interim government, crafting a 
Constitution and holding elections for a president and a national assembly following the ouster of 
t he Taliban in 2001. 

T he compact makes provisions for the attaimnent of 
joi nt government-cooperation partner benchtnarks to 
enhance security, governance, the rule of law, hlllnan 
rights, and economic and social development to fut:
ther consolidate the ongoing reform and reconstruc
Lio tl agenda. 2 The c01npact provides the legal fl-atne
wo rk for continuation of the international assistance 
1nission to Afghanistan for the next five years. In 
spice of certain shortcomings, the mission (UNAMA 
and other agencies) have played a vital role in guar
an teeing the successful conclusion of political refonn 
benchmarks set by the Bonn Agreement.3 The coin
pact is unlike its predecessor, however, in that each 
benchmark is now derived from the elected govern
me nt's Interim Afghan National Development 
Stra cegy (l-ANDS); to be presented at the conference 
as che cornerstone of government policy.4 

The Afghanistan Compact 

The preparation of the Afghanistan Compact, which 
supersedes the Bonn Agreement, initially started as a 
parallel exercise. However, over time the compact 
became a fully integratedcomponent of the l-ANDS 
poli cy framework matrix. The compact makes provi
sions for the attainment of joint government-cooper
at ion partner benchmarks to enhance security, gover
nance, the rule of law, human rights, and economic 
and social development (as well as tackling the drug 

trade) to further consolidate the ongoing reform and 
reconstruction agenda. The compact should assis t th e 
government of the Islamic Republic of Afghanistan 
in establishing a framework for cooperation with the . 
international community designed to address the 
remaining security, governance, and development 
challenges facing the Afghan people. The c01npact 
will also establish a new mechanism for coordinating 
Afghan and international efforts, under the leader
ship of the UN. Furthermore, the Conference will 
provide an opportunity for the Afghan government 
to present its Interim National Development 
Strategy, thereby setting out its sectoral plans and 
priorities aimed at sustaining high levels of growth in 
the non-illicit econ01ny and enhancing progress 
toward their poverty reduction targets. 

Whilst the attainment of the l-ANDS benchmarks 
have yet to be fully identified, the government has 
already reaffirmed that $4 billion in external fun ding 
for reconstruction continues to be required over the 
five years for (i) legal economic growth to begin to 
displace the illicit opium economy; (ii) for gover
nance structures to be reformed; and (iii) for basic 
services to be provided and poverty goals to be met. 

As over 90°/o of all reconstruction finance is provided 
by cooperation partners, with 75o/o being channeled 
outside of national accounts, enhancing the effective 
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utilization of aid has become a top priority for 
Karzai's administration. The partnership between 
government and donors will require substantial 
changes in the way external aid is managed, in line 

. wi th rhe recmnmendations ofthe Paris Declaration.5 

Accordingly, under the l-ANDS, government ain1s to 
introduce new strategies to: (i) enhance govern1nent 
ownership; (ii) support effective public expenditure 
management systems; (iii) focus increasingly on 
expenditure outcomes and service delivery; (iv) 
enhance harmonization between government and 
donor ·policies; and (v) share mutual accountability 
between government and donors. 

Reconstruction Challenges 

The challenges facing Mghartistan remain immense; 
and are further complicated by congenital insecurity 
within Mghanistan's immediate neighborhood, as 
well as the continued prevalence of a large illicit 
ec6 nmny. Many of the emerging constraints are per~ 
haps best described as ((idiosyncratic" (unique and 
contextualized) , where as others are more ((generic;, 
confonning closely to what has been seen in Kosovo, 
East T i1nor, Rwanda, and Iraq, among other cases of 
post-conflict reconstruction. . 

idiosyncratic Issues: The failure of successive goverrt
Inents in securing peace and stability forced much of 
Afghanistan ·-to adopt the "law of necessity," not the 
''law of the shire." As a c:;onsequence, Mghanistan 
needs to establish an appropriate incentive frame
wu rl\. that reaffinns citizen's belief in the national 
scue and the long-term benefits of adopting a formal 
J.nd fully legal economy. Reforms to the justice sec
tor-dearly lagging behind-remain a pre-condition 
to such a tra~sformation. Insecurity continues to 
coi1strain the growth of the legal private sector, the 
opium economy continues to flourish (constituted 
37°/o of legal GDP in 2005), and thecosts of financ
ing the security sector remain beyond the fiscal 

· capacity ofgovernment for many years to come. The 
trade deficit is in the order of U.S. $3 billion, and 
options for increasing legal exports are limited, as are 
options for substituting imports for domestic production. 

The public sector too, in spite of considerable 
effons to refonn its cor~ functions, remains largely 
incapacitated outside of Kabul. Poverty rates remains 
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unacceptably high, increasing the tendency to 
depend on higher-value illegal activities, and Inater
nal mortality rates are the worst reported glObally. 
Domestic revenues lag behind expenditures by a 1-ac-

- tor of ten to one. Public sector pay levels remain so 
low, that given the current inflated costs of living, 
corruption could emerge as public enemy number 
one; undermining government's efforts to enhance 
aid flows through national accounts. To counter this, 
government has established an "anti-corruption strat
egy," as a key cross-cutting theme of the new nation- · 
al strategy. 

Increased revenue mobilization must occur to alJ ow 
government to cover the core costs of funding essen
tial state apparatus, wages, and basic services-· - partic
ularly the high costs of maintaining national security. 
External aid too must enhance alignment between 
donor priorities and priorities stated in the govern
ment's national development strategy-with 
resources ideally being channeled through govern-

.. ment accounts so as to strengthen Mghan sovereign 
capacities. Importantly, with the election of the new 
national assembly-greater support to build gover
nance capacities outside of Kabul must also ren1ain a 
primary focus for strengthening provincial relations 
with the center-which in the process strengthens 
the authority of the center itself. Furthermore, and as 
if this were not enough, the eradication of opium 
production will tear a considerable whole in the 
pockets of many pool; farmers-as well as contract
ing the economy. Given that the government's new 
strategy is growth-oriented, the whole economy must 
therefore rapidly diversify production away from 
opium-toward high-value crops with export poten 
tial-itself no mean task. Moreover, despite recent 
bilateral talks with Pakistan-.-the much touted 

. Turkmenistan Afghanistan Pipeline (TAP) rem ains 
little more than a pipe dream in the eyes of its finan
ciers-unfortunately the potential revenue gains to 
government therefore also remain illusive. 

The political benchmarks of the Bonn Agreemen t 
. were poorly sequenced with the rest of. the recon 
struction and development program. The key institu
tions of a plural, den1ocratic, liberal , meritocratic 
state were quickly _established (national assembly, 
civil service commission, justice com1nission, human 
rights commission, etc.) as were investment in 
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SLLpport of political normalization (elections, demobi
lization, and disarmamept-although illegal armed 
groups still persist-and security sector reforms). 
However, the functionality of the state, particularly 
w[ th regard to service delivery, will take many years 
to develop, partially because key investments in sub
national administration (excluding provincial securi
ty) have yet to be undertaken. Reform of the central 
Niinistry of Interior has been heavily contested. With 
all subnational administration (provincial governors 
oH~ces, district administration, and municipalities) 
classified as units of the central ministry, reforms 
have been heavily delayed. The election of a national 
assembly and provincial councils, however, serves to 
highlight that greater support for subnational admip
istration should have been provided in sequence with 
the political reform program-back in 2004. Yet, in 
spite of various investments (the Afghanistan 
Stabilization Program) it is only with the new cmn
pJct that serious efforts are now to be undertaken. 

Generic Issues: Over the past 30 years, innumerable 
evaluations have been conducted reviewing post-con
flict reconstruction activities-. -of varying depth and 
breadth of analysis-and most with a· particular insti-

~ ru tional or bilateral bias. However, with "complex 
er:n.e rgencies" tending to evolve into "complex recon
scruction" programs, evaluation exercises must 
increasingly look to embrace political (political 
defragn1entation/reconciliation, domestic and foreign 
policy alignments, security-national and interna
tional-·· -.and justice), state-building (reconstructing . 
core re,venue and expenditure state institutions 
required for a functional democratic and accountable 
modern state, with separation of powers) and devel
opment (service delivery, macroeconomic stability, 
ceo nomic growth/ diversification, governance of 
development) spheres. In most cases, evaluation exer
cises have not taken a recipient government perspec
tive with regard to assessing shortcomings and rec
ommendations tend to be overly "aid system" centric. 

The failure to listen to an incumbent government's 
frus trating experience in dealing with an often 
deeply-divided international community and a multi
plicity ofdifferent agency procedures-remains a sys
temic and enduring failure of external aid. In the 
Afghan .context, although many of the constraints to 
reconstruction may not be new, they do represent a 
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government perspective on what needs to be done to 
make aid more effective, as follows: . 

• Ensuring the primacy of the national strategy; 

• Strengthening the national budget framework; 

• Strengthening the medium-term fiscal and expen
diture programs; 

• Aligning donor and national priorities; 

• Eliminating duplication and the development of 
· parallel delivery systems; 

• Moving toward sector-wide approaches thereby 
limiting budget projectization; 

• Enhancing cost effectiveness; 

• Simplifying donor procedures; 

• Supporting the Afghan private sector; 

• Developing performance standards; 

• Limiting use of donor top-ups, which risk long~ 
term service delivery; 

• Supporting anti-corruption and greater fiduciary 
management; 

• Strengthening capacity building; and, 

• Improving coordination of technical assistance. 

Reconstruction needs assessments following conflict 
almost always underestimate the levels . of external 
assistance required to reconstruct the core functions 
of state (governance, management, security, politi cal, 
service delivery, monitoring, etc.) and to allow the 
government to move from conflict-through ·recon
ciliation-to delivering basic public goods that s up-· 

port economic growth and human develop men r. In 
nearly all cases, the post-conflict reconciliation and 
reform program takes nearly a full decade, although 
needs assessment overly optimistically forecasts all 
costs against development outcomes over the first: 2-4 
years. The Afghanistan preliminary needs assessm ent 
(January 2002) originally forecast $15 billion in 
external (non coalition security) reconstruction 

- needs. In March 2004, the government and interna
tional community revised this figure to just short of 
$28 billion on a 7-yearcommitment and 12-year 
expenditure program.6 

More often than not, post-conflict governn1en ts are 
chronically incapacitated with weak hu.man 
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reso urces, and making effective use of external assis
tance is therefore undermined from the moment 
external assistance flows into the country. In the 
absence of strong national governance systems (in 
particular budgetary and public · finance · manage
lllLll t) , combined with the political desire to rapidly 
deliver tangible public goods, external assistance cir
cumvents national budgetary systems thereby creat
ing parallel structures that soak up external assis-
ta nee. The parallel aid structures created act as mag
nets drawing any residual "human" capacity that 
existed from the state to the aid community, leading 
to the creation of a de facto second civil service. 
Given the frequently excessive focus on delivery of 
hu1nanitarian assistance, core policy and institutional 
rdo rn1s are more often than not neglected, under
mi ning the pace of much-needed institutional 
strengthening. In most cases, reconstruction needs 
are predominantly translated by humanitarian agen
cies into humanitarian assistance and not assistance. 
for state building per se, bypassing the emergent state 
in delivery, and undermining its visibility and effica
cy to an overly expectant population. Donors rein
force this bias as "emergency" budgetlines operated 
th rough "expedited" financing procedures tend to 
excl ude funding of long-term structural reforms (due 
ro lack of fungibility)-despite the urgent need to 
en1bark on long~term development fr01n a very early 
stage. 

Logically, external investments only translate into 
durable public goods once the "form" and "function
ality" of the new state are enhanced or reconfigured 
sufficiently to deliver basic services, whilst enabling 
rhe pr ivate sector as the engine of growth and 
ernployn1ent. Thereafter, aid (external revenue for 
government) translates into increasingly worthwhile 
expenditure outcomes. However, in most cases (as 
evidenced by both Kosovo and Iraq) administrative 
refonns are not premised on a review of the new 
"func tional assignments" with regard to service deliv
c-rv. ;.-md the reform of institutions tends to be blue
print rather than contextual to their end function. 
The problem is compounded further as following the 
immediate aftermath of conflict when external assis
tance is at its peak, combined with political pressure 
on. aid managers to spend, spend, spend, projects are 
essLntially short-term and unsustainable. 
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Ironically, once state institutions are sufficiently 
endowed to channel what are wrongly perceived as 
continuing high levels of aid assistance, external sup
port declines, often leaving behind a highly cost-inef-- . 
ficient state apparatus that absorbs the majority of 
national revenues just to fund basic operational costs . 
In many cases, the· withdrawal of external assistance 
(which often creates what economists call "Dutch 
disease")? leads to contraction of the economy, 
reduces funding of aid agencies, and aid employees 
(many of whom were former government employees) 
leave to take up equally well-paid employment 
beyond the fiscal ability of state to afford. 

· Following conflict, the immediate boon in aid 
resources and the absence of a strong · national budget 
to support allocation addressing priority needs , leads 
to the excessive projectization of aid resources . M any 
of these projects are focused on what tnight best be 
seen as nonessential investments given the highly 
insecure and weak governance climate that exists. 
With an ever-increasing number of projects, coordi
nation and monitoring (aid and expenditure track
ing) becomes a nightmare with government unce r
tain whether to monitor pledges, commitments, dis
bursements, actual expenditures, or expenditure ouc
comes. In many cases, trust funds play a vital rol e in 
consolidating donor finances, although a residual 
number of donors favor more traditional expenditure 
channels through their own agencies and national 
pnvate sector. 

In n1any cases, particularly where a large "foreign" 
bilateral has adopted a particular mandate in the 
post-conflict state (i.e. in Afghanistan and Iraq) , 3 

preoccupation with particular national interests (i.e. 
terrorism) skews support away from core reforms to 

areas often of marginal returns for the state-building 
project. In Afghanistan, U.S. anti-terrorist and 
anti-insurgent operations led to the developmen t 
of a fiscally unaffordable national army, despite the 
fact that co-investments in judicial reform and local 
adtninistration would bring greater long term divi
dends in preserving peace and stability. The long-
term costs to the Afghan government of funding the 
security sector-with pay and grading of the 
National Army not conducted by government-are 
fiscally unsustainable and long-term external assis
tance is now a precondition for maintaining the 

www.fpif.org 
A Think Tank Wit lwu l WJ IIs 

ACKU



Arri1y, unless a reduction in force size is to be 
en tertained. 

· .Reg£onal Issues: Turning the spoils of war and con
fl ict into the spoils of peace-security, growth, and 
p rosperity-is a challenging process. However, whilst 

· m.uch has undoubtedly been achieved since the 
process of political normalization has been undertak
en,R the Afghan security and governance situation 
remains unstable, much of which is due to peripheral 
regional issues that are only being addressed indirect
ly. T he December 4-5 , 2005 conference to enhance 
regional cooperation demonstrated the opportunities 
for greater stability and economic cooperation. '> 
However, it also underscored that consensus around 
key issues has still to move beyond rhetoric. The 
Shanghai Cooperation Organization (SCO) , which 
attended the conference, and is now recognized in 
the United States as a serious political counter-point 
in Central Asia, supports the expulsion of U .S . 
'rroops from Afghanistan's northern neighbors. 

T he politics of access to oil and gas is also shaping 
Alghanistan's prospects. Increasing demand for petro
leum combined with high energy prices is catalyzing 
the pace ofpolitical realignment between oil export 
and oil import states-adding much-needed foreign 
currency to the national reserves of export states such 
as Russia-whilst forcing countries such as China to 
adopt a more aggressive -approach to energy market 
acquisition in countries such as Iran and Russia. 
Fnrthennore, inflated global petroleum prices also 
drive irnport-dependent countries to seek alternative 
markets for energy supplies-many of which involve 
strengthening foreign !:elations with non-traditional 
trad ing partners. Where governments (such as 
Bangladesh) operate strict price controls on i1nported 
fuels , the fiscal i1npact has been considerable
drawing finance away from basic services in educa-

. cion, health, and infrastructure, all of which are vital 
to sus tain growth over the longer term. With contin
ued instability in Afghanistan, combined with India's 
concerns regarding military relations with Pakistan ,' 
much of the T urkmen gas may eventually flow 
north-not south-as too might the Caspian 
basin reserves. Delays in reaching greater stability 
in Afghanistan represent very real lost future oppor
tuni ties; a high cost for a weak nation-state. Success 
inAfghanistan will be expensive, and calls for 
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un-blinking multilateral support for the present 
reform agenda-the new national development strategy 

Whilst the southern axis of U.S. foreign poli cy in ter
ests-which currently runs from Afghanistan 
through Pakistan to India, shows s01ne signs of 
greater cohesion-Pakistan remains a politically
complex state, and the inimical northern states do 
little to support the emergence of greater stabili ty on 
the Afghan side of the bordet. Drugs and tnilitary 
flows are regular trade. Bangladesh too shows signs of 
increased insurgent activity, and Iran- itself an 
i1nportant stabilizer for Afghanistan-is under . th e 
spotlight of the UN with regard to its nuclear -indus
try. 10 The lesson is clear; creating greater stabili ty in 
Afghanistan-a land locked state-as part of an 
etnerging foreign policy realignment, requires a hr 
tnore comprehensive and collaborative approach to 
regional security to be adopted. 

Emerging Lessons in Post Conflict Reconstruction 

The sequencing of post-conflict reconstruction is an 
art form, best informed by clear analysis of the politi
cal economy, with a particular investment on 
strengthening the policy environment and insti tu-
tional ' capacities in delivery, followed by sustain ed 
consistent, and aligned support over 1nany years. A 
number of key conclusions can be drawn, many of 
which resonate with those learned in other post-con 
fli ct situations. 

1. Political normalization is a sine qua non foi· all 
other reconstruction and development activities, 
as is a regional approach to non-interference: In 
all post conflict situations, political nonnalization 
and defragtnentation are fundainental fo r the 
reconstruction of state-building and economic 
growth gains. This has undoubtedly been one of 
the successes of the Bonn Agreen1ent. 

2. External support for state-building and h umani
tarian investments must be balance.d to allow the 
rapid return of state delivery functions: In many 
cases, the nature and composition of aid focuses 
too heavily on humanitarian support at the neg
lect of early investlnents in re-establishing the core 
governance functions of the state. D onors rnusr 
develop expedited procedures that facilitate rap id 
disbursement of support for building public 
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. finance, civil service, ·and administrative reforms 
early on, both centrally and at the subnational 
level. 

3. N eeds assessments must look to prioritize key 
state-building reforms as the entry point for post 
. conflict reconstruction and not create overly 
elaborate reform programs: In most cases the ini
tial needs assessments underestimate both the 
costs of reconstruction and the timeframe 
involved. Tra~sactions costs are often three times 
higher than in other contexts. Furthermore, pro
cur~inent of basic services, supplies, a11d works 

· takes up to 18 months, a time that most post con
flict countries can ill afford. In the future, a stan
dard international system for costing post conflict 
needs assessments could be developed, along with 

. a standard methodology. 

4 . The national budget must remain the instni- . 
ment of policy reform, and trust funds are there
fore essential to consolidating external assistance 
. and minimizing projectization of the reform pro~ 
gram: Aid often bypasses national budgetary sys
telns, creating parallel structures, undennining the 
c entrality of the national budget as the central 
instrument of policy, and creating parallel systems 
in service delivery. Yet, in the absence of adeqtiate 
flduciary standards within the national adininis
tration, trust funds can play a central role in con-

. solidating funding to support a more coordinated 
and cohesive approach. . 

5. Aid money does not always contribute to 
growth: There is a tendency to assume that the 

·key factor of successful reconstruction is the vol
ume of external assistance provided per capita
but in many cases this assistance creates inflation
ary pressure on wages and basic commodities, 
including symptoms of "Dutch disease." 
Furthermore aid should not try to create growth 
directly; rather it must work to establish an · 
enabling environment for the growth of the pri-

. vate sector. This 1:equires investments to remove 
the binding constraints to growth-many of 
which are al1nost summarily excluded-such as 
the reform of financial markets, justice refonn, 
and the reform of land markets. 
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6. Reforms must reconcile the need for success with 
the constructing a fiscally sustainable state: 
External support is often poorly sequenced. High 
volumes of humanitarian assistance How in hrst
policy and institutional strengthening takes 
time-and by the time the state has established 
core capabilities, external assistance drops off. In 
many cases, expensive and unsustainable institu 
tions are established with systems far too comp l.i
cated for what remains a largely incapacitated . 
state. Furthermore, the costs of highly-effective 
state institutions, whose start-up has been exter
nally subsidized, are often fiscally tmsustainable. 
As a result, domestic revenue mobilization often 
does little more than fund recurrent costs-com
peting for mon~y that was best spent on contract
ed..:out services. Another problem is the prevalence 
of donor "salary top ups," which buy servic_es in 
the short term, but place the provision ofbasic 
services in a precarious state. 

7 . Bypassing existing national administrative. struc-
tures and governance systems undermines both 
immediate and medium-term capacities to self 
governance: Donors must work to strengthen and 
not undermine national systems of governance . 
NGOs and UN agencies often crowd out govern 
ment and the struggling private sector; also draw-· 
ing qualified senior service staff out of the civil 
service into the aid system. As the m.ajority of 
assistance is channeled outside of the national 
budget, parallel systems emerge that build what · 
amount to littl~ n1ore than highly unsustainable 
project-based investments. Importantly, at a time 
when the newly elected government needs to 
demonstrate to its citizens what it can deliver, it [s 
NGOs and aid agencies that often claim the cred
it. Projects with aid community flags all over 
them undermine the government visibility and yer 
donors continue to specify visibility in each con
tract signed. 

8' Support for the domestic private sector: 
Competitive international bidding often favors 
the highly competitive international private 
companies and the plethora of international and 
national NGOs, not domestic con1panies who · 
are ill-~quipped to compete with high-quality ten
ders, btd bonds, and performance guarantees on 
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_cornracts. In Afghanistan, the national private 
sector placed the government under considerable 
pressure to leverage greater access to reconstruc
tion contracts, few of which have been forthcorning. 

9. Monitoring outcomes, not just inputs: Given the 
volume of external assistance, and the complexity 
of tracking donor pledges, commitments, dis
bursements, and "actual" expenditures, early 
inves tment to support the development of nation
al rnonitoring capacities that track expenditures 
and expenditure outcomes is vital. In Afghanistan, 
in spite of billions being invested since late 2001, 
government capacities to track expenditures and 
n1onitor the impact of external assistance are 
vvholly inadequate to meet the demands to be 
placed on the executive by the national assembly. 

Conclusion · 

The "Afghanistan Compact" marksthe beginning of 
the second phase of reforms-a phase best character
ized by greater government ownership, greater align
ment with the national strategy and budget, and 
refo n11s that move beyond developing national poli
cies to a heavy focus on building institutions that 
de li ver services efficiently-centrally, and through 
subnational administration and community groups. 

Security sector reforms must also look to strengthen 
and no t undermine national security institutions; 
a t td in so doing build fiscally sustainable structures 
ch at address the root causes of insecurity-rather · 
chan its effects. Maintaining economic growth, with 
a foc us on high-value production of export orienta
tion · is· vital-·-· but in itself this calls for governrnen t .to 
rernove all the binding constraints to investment
including those related to land, finance, taxation, 
labor enhancement, regulation, and natural resource 

. management. Dealing with the economic implica
ti ons of successful eradication, and the corresponding 
concraction of the economy, will again be a rnajor 
challenge. 

As a cross-cutting issue, the aid community must 
look to enhance support for the new national strate
gy, and the compact, by focusing efforts that build 
core governance capacities in a sustainable way. The 
p rinciples of the Paris Declaration on the enhance
ment of aid effectiveness must be supported if today's 
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achievements are to pave the way for greater stabill ry, 
·peace, and prosperity tomorrow. . 

Whilst the participants of the forthcoming confer
ence must acknowJedge the work of the govern111ent 
in establishing a remarkably robust national strategy, 
the forthcoming conference must not prematLtrely 
celebrate its success-as the proof of the strategy is 
still in the making. Increased international comn1u
nity support for the Afghan administration's interim 
strategy is vital if government is to deliver on its 
promises to a demanding Afghan people; a people 

dh hh " " ' d" "f- 1 now represente t roug t e eyes an ears o - t 1e 

national assembly. 

Dr. -Peter Middlebrook is the joirzt managing director ~f "Middiebrool:: 

and Miller" LLC (http://www. middlebrook-miller: corn) He ha.i been 

working with the World Bank and European Commission in 

Afghanistan since early 2002. He holds a doctorate · in hunger and 

poverty reduction and public sector management fi'om the Uniucni~y 

~f Durham (UK). He was the coordinator of the Securing 

Afghanistan's Future: Acromplishments and the Strategic Path 

Forward exercise, and an adviser on the preparation of the Interim 

Afghan National Development Strategy (2006). Over the past 15 

years he has worked with the World Bank, UK Departmentfor 

International D evelopment (UK-DF!D), _European Union (E U) , r.md 

the Netherlands' government, among other partners. Hzs worl:: Lrrrge~v 

focuses on the political economy of state-building in post conflict slturJ

tions, and on public sector restructuring and economic governance. 

Dr. Middlebrook is a regular contributor to Forejgn Poii~y In FocuJ· 

(FPJF)-(www.fpif.org). 

Sharon M. Miller, CPA, is the joint managing director of 

"Middlebrook and Miller" LLC (http://www. middlebrook-

miller. com). She holds a Masters Degree in InternationaL Afjainfi'Oln 

. Columbia University with tt specialization in economic and pu!ltil'ft! 

development in post-conflict states and is a registered CPA. She htlJ _ 

over 10 years ofexecutive-level experience in .financial managernen t 

and investment banking, working for Lehman Brothers and 

Pricewaterhouse Coopers, among other firms. Since 2000, J·he has 

worked in international development in Southeast and CentraL A.rirr, 

for the United Nations, government of Afghanistan, President~· Olflu 

in the development of national investment programs and in the 

National Development Strategy, and USA!DIARD. In internationrt! 

development, Ms. Miller~- pr~(essional engagement large61 focuseJ· on 

private sector development, fiscal management, public finance, rmd 

- economic reform. 

www.fpif.org 
A Th-ink Tank Without Wall s 

ACKU



END NOTES 
1 At the joint press conferenc~ to annm.ince the "Afghanistan Compact" 

held in Kabul in November 2005, the Minister of Foreign Affairs H.E. 
Or. Abdullah Abdullah stated that the "London Confe~ence is a renew
al of commitment between Afghanistan and the international commu
nity-a commitment that is mutual, not one-sided." 

The President of the United Nations Security Council, Ambassador 
August P. Mahiga, stated that the London Conference would launch 
the new Afghan Compact to "provide a solid framework for the next 
stage pf recon~~ruction." 

Iq a press briefing in advance of the Afghan national assembly elec- · 
tions, .. UN Special Representative to Afghanistan Jean Arnault referred 
to a nnmber of perceived shortcomings of the Bonn Agreement, which 
largely emanated from the perception that the pace of security and 
recor1struction lagged behind ~the political reform process . See 
http://www.unama- · 
afg.org/news/ _pel ~english/2005/ ~september/05sep 17.htm. 

4 The l-ANDS process was led by a Presidential Oversight Committee, 
chaired by Professor lshaq Naderi, senior economic adviser to the pres
ident. The members included Hedayat Am in Arsala, senior adviser to 
the president and minister of comme~ce, Dr. Anwar-ul-Haq Ahady, 
minister of ftnance, Dr. Mir ·Mohammad Am in Farhang, minister of 
economy, Mohammad Haneef Atmar, minister of rural rehabilitation 
:md development. Adib Farhadi, director of Afghanistan 
Reconstruction and Development Services, led the l-ANDS working 
group. 

(1 

The Paris Declaration on Aid Effectiveness was agreed at the High 
Lc:vel Forum by developing and donor countries, the African 
Develorment Bank, Asian Development Bank, European Bank for 
Recomtructiori and Development, Inter-American Development Bank, 
D evelopment Assistance Committee of the OECD, United Nations, 
ar1d the World Bank. The Forum was hosted by the French govern
ment. The Paris Declaration has some 50 commitments t.o improve aid 
qu;1liry, which will be monitored by twelve indicators. 
lmp :1 I www 1. wo rldbank. o rg/ har mo nizatio n/Par is/ final par isdechra-
tion.pdf. · 

The '' re-costing" exercise; Security Afghanistan's Future: Accomplishments 
mul the Strategic Path Forward, 
wwvir. af/ resources/ moflrecosting/SECURIN G %20AFG HNAIS-

TANS%20FUTURE.pdf, however, badly underestimated on budget 
security sector Costs, and a revised costing exercise is plaru1ed by rh e 
Afghan government in 2006 to underpin the new Afghan National 
Development Strategy. 

The resulting foreign exchange windfall creates a high real exchange 
rate-a classic symptom of Dutch disease. Imports therefore become 
cheap, in effect subsidizing the consumption of the urban population 
as well as investment goods. The relative cheapness of imported food 
disadvantages local food production while the relative cheapness of 
imported capital goods is advantageous for investors holding local cur
rencies, most investors are likely to hold cash positions in other currerF 
cies, and the increase in the relative cost of labor and goods disco ur
ages investment. 

See Mark Sedra & Peter Middlebrook, "Beyond Bonn: Revisioning the 
International Compact for Afghanistan," (Silver City, NM & 
Washington, DC: Foreign Policy In Focus, November 2005) , 
http://www.fpif.org/fpiftxt/2912, and Mark Sedra & Peter . 
Middlebrook, "Afghanistan's Problematic Path to Peace: Lesso ns in 
State Building in the Post-September 11 Era," (Silver City, NM & 
Washington, DC: Foreign Policy In Focus, March 2004), 
http: I /\vww.fpif.org/ papers/2004afgh-stbuild. h tml. 

The conference brought together 11countries from the four m:lj or 
zones of which Afghanistan is at the center, including the six countr ies 
sharing a border with Afghanistan; plus India, Turkey, uAE, 
Kazakhstan, and Kyrgyzstan. All major economic groupings (ECO, 
SCO, and SAARC) were present, as was the CAREC program . T he 
conference coincided with the transition from the Bonn Process ro the 
Afghanist~n Compact and offered opportunities for the region ro work 
together to promote security and development. The focus of rhe con-

, ference, which w~s co-chaired by the United Kingdom in irs capacity 
as current president of the G8, was to promote specific forms of eco
nomic cooperatiory in areas of critical concern to the regional co un
tries, including: electricity and energy generation, transport, transit . 
trade~ and trade facilitation, including border management; and tr:f(de 
promotion, investment, and improvement of the business climare. For 
details see http:/ /www.'afghanistan-mfa. ner/RECC/index.hrrnl . 

10 The recent success of Hamas-with 76 our of 132 parliamentary sea rs 
of the Palestinian parliament-starids testament to the unpredio ab k 
natui·e of democratic elections. Where elected governments fa il to 
deliver, resentment and reactionary forces build support. 
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