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Executive Summary and Introduction:  

National security and Department of Defense policies require that indigenous economic development and empowerment tasks are necessary elements to include in prospective missions in the persistent conflict that violent jihadist ideology has imposed on the United States and our allies.  

Prospective missions in the persistent war are characterized variously in US Government policy documents as Reconstruction and Stability (RS) missions, or Stability, Security, Transition and Reconstruction (SSTR) missions; Stability Operations (SO); Counterinsurgency (COIN) missions; and sometimes as nation-building missions.  A useful construct to include the economic empowerment and indigenous job creation features of these concepts is the term Stability Operations/Stability, Security, Transition and Reconstruction or SO/SSTR. The economic empowerment (EE) elements of such missions are referred to as SO/SSTR E2 Missions in this paper.

Whatever these kinds of missions are called and whatever their scope, there is neither disagreement nor confusion in any of the authoritative documents which guide policy that economic development and job creation for people in the host nation is an essential element.  This paper identifies practical and actionable economic empowerment tasks to achieve these objectives for use by Army units deployed to prospective SO/SSTR missions. 

This paper seeks to inform a “gap analysis” to identify vital specific tasks necessary to fill the gap between general admonitions used in the planning documents and the specific implementing tasks required to conduct actual operation.  The challenge is to answer this question: exactly what tasks and tools do Brigade and Battalion commanders need to conduct operations.

Economic Empowerment elements for each prospective SO/SSTR mission are best executed in 5 Steps:

· Step 1:  Fundamental Principles to Guide Policy. 
· Step 2:  Intelligence and Tool Box Imperatives for each Mission.  
· Step 3:  Institutional Infrastructure for Economic Empowerment.  
· Step 4:  Physical Infrastructure for Economic Empowerment.
· Step 5:  Capital Infrastructure to Fuel Enterprise Creation.
There remains uncertainty among policy makers – actually confusion is more accurate – as to exactly what tasks are to be carried out to implement these kinds of missions.  Here is a brief synopsis of the current understandings of the respective players as to the kinds of general tasks that should be included in Stability Operations missions:

Dept of State: National Security Presidential Directive 44 establishes the U.S. Department of State as the lead agency to establish and coordinate interagency support for such missions. State refers to these missions a Reconstruction and Stabilization and has appointed an Ambassador-level Coordinator for Reconstruction and Stabilization, or S/CRS to supervise and direct an interdepartmental “Whole of Government” coordination planning process.  The State Department and US AID focus is on empowering a legitimate national government in a failed or failing nation.
Dept of Defense: DOD Directive 3000.05 uses the term Stability, Security, Transition and Reconstruction (SSTR) to describe these kinds of missions, and fully includes an indigenous market-based, private entrepreneurial sector as an essential element for DOD entities to develop.  
U.S. Army: Army doctrine in a newly revised (2/27/08) FM 3.0 uses the term Stability Operations (SO) as the inclusive, holistic term.  Stability Operations is identified as an inherent functional element in a triad of Full Spectrum Operations that includes Offensive Operations, Defensive Operations and Stability Operations.  The revised Full Spectrum FM 3.0 will regard each of the SSTR elements as subordinate subsets of the Stability Operations element of Full Spectrum Operations. The Army and Marine Corps Counterinsurgency Field Manual FM 3-24 fully incorporates into current doctrine these Stability Operations concepts, including job creation and economic improvement for indigenous people in mission areas.
Defense Science Board: The report of the Defense Science Board Task Force boldly endorses the Army concepts in a document entitled, “Institutionalizing Stability Operations Within DOD,” published September 2005.  The Task Force encourages “explicit embrace of stability operations as a core activity of DOD on par with combat operations,” and says further, “we are defining ‘stability operations’ broadly to include security, transition, counterinsurgency, peacemaking and other operations needed to deal with irregular security challenges.” 
***********************************

Practical Rationale for Economic Empowerment Tasks in Support of SO/SSTR Missions

Experience drawn from counterinsurgency operations in Malaysia, Algeria, Vietnam, Northern Ireland and elsewhere demonstrates the importance of increased economic well-being in forging a population’s interest in maintaining security.  The perceived benefits of peaceful pursuits must outweigh the benefits from supporting or condoning a violent insurgency.  
Economic opportunity-based operations are essential to the restoration of civil stability in the same way that lethal effects-based operations are essential to defeating armed threats against a population and legitimate governmental authority.  To achieve economic and civil stability it is crucial to design SO/SSTR E2 activities and tasks for each respective mission that maximize private sector opportunities through the creation of and support of indigenous enterprises in the host nation.  
Government entities throughout the world tend to be very static, even in robust democracies like our own.  It is fanciful to believe that Commanders will have the opportunities or the capabilities to even attempt significant reform of existing national or local governments in their areas of operation during Army deployment rotations.  Reform of previously controlling entities of the failed state will prove difficult enough in the subsequent Reconstruction and Transition phases of stability missions, after the highly kinetic combat operations have receded to the background.  SO/SSTR doctrine does not contemplate long-term societal and governance reform as a role for Soldiers.
As a practical matter, only an indigenous private sector has the capability to rapidly and radically transform its own economic processes, organization and activities when the “marketplace” changes – through what economists call an on-going process of “creative destruction” inherent to entrepreneurial capitalism.  For this reason the dynamic and self-sustaining characteristics of private entrepreneurial entities make the community-level indigenous enterprises essential vehicles for achieving sustainable economic success in SO/SSTR missions.
Indigenous government agencies, USG agencies, and military officers are very rarely competent to make business or commercial judgments, simply because that is not their core function or experience.  For this reason, all too often government people do not fully consider the value of – and even the existence of – an indigenous entrepreneurial private sector.  For these reasons it is essential that policy makers make explicit advance provision for the acquisition of planning and execution capabilities that are not organic to the USG entities, to identify those specific tasks appropriate to implement for indigenous enterprise development in respective SO/SSTR mission environments. 

A capital-empowered entrepreneurial sector focused on creating and marketing basic goods and services which people are willing and eager to pay is the principal engine for job creation the world over.  Entrepreneurs have always had to leap-frog over failed institutions and ossified structures to rebuild, or adapt, or shut-down, or re-create, or create-anew the kinds of sustainable business opportunities that will best serve their customers in a transitional environment.  No government entity can adapt as quickly or as effectively to changing circumstances as can a private sector enterprise.  Professionally deployed at-risk capital to make money available to entrepreneurial enterprises is the closest thing one can get to a “silver bullet” for counterinsurgency missions.  One General Officer astutely characterized the “gap” in the Brigade/Battalion commanders’ tool boxes as advance provision for each commander to carry along a “micro-enterprise accelerator” suitable for each mission.
If Commanders were to be provisioned with tools and money to make available to the entrepreneurial elements of a local indigenous population, they, the indigenous population – not Soldiers –   will produce the deliverables necessary for establishment of their own business enterprises.  These tools include key elements of basic institutional infrastructure, physical infrastructure and technological infrastructure, accompanied by technical assistance and professionally managed capital.

While there is great emphasis at senior policy levels that interdepartmental government organizations ideally are to identify and execute the specific tasks in collaboration with one another, the reality is that agencies outside DOD have neither the people nor the funds to actually execute imminent prospective missions.  Consequently, practical reality places this responsibility on the geographic Combatant Commanders at this time.  Now is the time for appropriate DOD organizations to provision themselves to fulfill these requirements with practical means to achieve success -- “’cause ain’t nobody else gonna do it.”
Step 1.   Fundamental Principles to Guide Policy and Programs for Economic Empowerment Missions.  
Principles are necessary to inform policy.  Policy sequentially informs goals and objectives from which plans, programs and projects are established.  Agencies responsible for SO/SSTR missions need to know exactly what the fundamental principles are so they can know how best to adapt their practices and programs to different situations and changing conditions and circumstances as they arise.  Here follow seven principles drawn from previous counterinsurgency and stability-type operations experiences that are entirely consistent with the currently operative respective policies, directives and doctrines:
Principle #1:  The Intelligence Imperative: Define Clear Objectives for Each Mission.  Each “failed or failing State” mission must be informed by both overt and clandestine intelligence as to the particular and specific circumstances of that mission.  These site and situation specific details will define practical and realistic objectives unique for each particular mission.
Principle #2: Local Ownership and Participation: “Always Ask ‘em”/Bottom-up Approach.   Most people everywhere are sensible, practical and pragmatic, and know what they want and need.  The sensible people to ask are most likely those who are already involved in private business, civil society and government at the most local level possible – usually not the high profile politicians, and certainly not corrupt individuals at any level of government or business.  

Principle #3: Basic Rule of Law and Property Rights.  FM 3-24 states, “Establishing the rule of law is a key goal and end state in COIN.”  SO/SSTR E2 and stable governance must have a foundation of a basic practical, pragmatic common law appropriate for the indigenous population's customs, courtesies and traditions.  This provides for transparent resolution and adjudication of disputes between parties, and for the registration and confirmation of routine civil and commercial activities.  Economic Empowerment cannot exist without specific provisions to protect individuals in the ownership and use of their real and personal assets – especially from having their property unlawfully expropriated by others.  A bottoms-up way to accomplish protection, codification and registration of property use and ownership, and an institutional infrastructure to settle disputes about such matters is essential. 
Principle #4: Overcome persistent corruption and Ossified Systems.  The governments of virtually every failing state are plagued with massive corruption, afflicting citizens to pay bribes for everything – commonly called, “paying your way around.”  U.S. and coalition forces cannot escape the compelling necessity to undertake tasks to deal with corrupt government officials and “crony capitalists” that use government bribes and contacts to create non-competitive monopoly enterprises that diminish economic opportunities for those not favored by corrupt systems.   
Principle #5: Bottom-up Entrepreneurship is a Force Multiplier.  It is a practical, pragmatic fact that no effort to make state-dominated economies work will ever be successful.  Providing catalysts for development of the local entrepreneur-based private sector is crucial.  This involves effective tasks and tools for providing capital to entrepreneurs; technical assistance programs to strengthen managerial skills; development of basic institutions that facilitate commercial activity; and the development of laws and regulations that encourage private business creation, but mostly it is the provision of professionally managed capital to those eager to start and operate their own private business enterprises.

Principle #6:  Competent Fiscal Systems Fuel Economic Activity.  Capital cannot work to create jobs and economic growth if it is constrained by incompetent fiscal and transaction systems. Economic Empowerment requires that national and local governments and especially the indigenous private sector must have access to fiscal, monetary and banking systems based upon modern concepts of budgeting, obligation of funds, a Central Bank that facilitates the clearance of electronic transactions -- all enabled by the deployment of the incredibly robust state-of-the-art fiscal management technologies now available worldwide. Recent advances in transaction technologies make it easy to create effective fiscal systems to empower individuals and entrepreneurs anywhere.  
Principle #7:  Exit Strategies: Benchmark Indigenous Capabilities.  Every SO/SSTR E2 mission will transition to an exit of Army forces.  While DOD leadership and direction will often dominate through the Transition Phase, the only way to assure that host nation authorities are able to exercise sovereignty is to develop and use explicit benchmarking tools to map and measure progress and failure.
Step 2.  Prerequisites: Intelligence and Tool Box Imperatives.  
Intelligence Prerequisite.  DOD Directive 3000.05 is very specific in prescribing that the Under Secretary of Defense for Intelligence shall ensure that DOD intelligence and counter-intelligence capabilities are developed to fully support SO/SSTR missions.  Chapter 3 of FM 3-24 provides 35 pages of detailed descriptions of the specific steps required for successful intelligence components of SO/SSTR missions and other counterinsurgency operations.  However, it is not evident that Combatant Commands are fulfilling these mandates at this time.
A fundamental prerequisite for SO/SSTR E2 Missions is to understand what information is relevant to Economic Empowerment and to develop as much preliminary information and intelligence as possible from both overt and clandestine sources.   Military assets may be the only practical way to develop some kinds of clandestine intelligence.  This suggests that one key element of an SO/SSTR E2 Mission will be to engage in extensive planning and coordination with Military Commands that possess clandestine intelligence capabilities in the SO/SSTR E2 Mission area.

Collection and analysis of overt intelligence to incorporate with clandestine intelligence should be contracted from research entities, think tanks and other organizations competent in such matters.  A holistic assessment (including culture, history and other situation-specific information) of a mission area must illuminate what is possible and necessary to restore basic essential services and economic infrastructure in a way that enables subsequent private sector development and enterprise creation.  
The current challenge for practitioners of SO/SSTR missions is to identify and provision for the tasks and tools that will best equip deployed forces to accomplish successful Stability Operations missions.  “Generally What” for which the forces must be provisioned is articulated in FM 3-24, the Army and Marine Corps Counterinsurgency field manual.  The unfulfilled challenge is to address the “Exactly What” suggested in the classic Lines of Operations graphic found in FM 3-24, reproduced below:
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Tools “In A Box” are Essential Prerequisites.   It is an important perquisite for any E2 Mission to develop mission-specific tools that can be readied in advance of a mission. Exactly and precisely what should comprise each of the basic civil society empowerment tasks for each prospective mission must be developed in advance, informed by actionable intelligence.
The Army most typically deploys in maneuver elements of about 1500 Soldiers organized by Battalions, which are assigned specific areas of operations to meet mission requirements and objectives.  Army doctrine and practice is to rotate entire battalions, and even the Brigades of which battalions are component elements, on 8- to 15-month cycles.  As a practical matter, then, the Battalion and Brigade Commanders must be provisioned with tools specific to their mission that they can readily have at hand to use to accomplish mission objectives.  It is important that the tools are iterative, that is, that as one Battalion departs the area of operations, its successor Battalion can readily transition to pick up where its predecessor left off.

Pre-configured, situation specific “in-a-box” “tool kits” can provide Commanders fundamental tasks to implement that are very basic and adapted to local traditions.  Generalized cookie-cutter approaches will not work.  Likewise, it would be a grave mistake to try to drop a full-blown end-stage social or physical infrastructure schemes developed by State, DOD or think-tank contractors on top of a local culture.  
Yet, at this time Commanders have no situation-specific tools to enable them to implement the institutional, physical and capital infrastructures necessary for economic empowerment of the indigenous population.  Such tool kits are necessary to provide the “exactly what” for mission success.
Step 3.   Economic Stabilization Tasks: Institutional Infrastructure.  
Economic empowerment of an indigenous private sector cannot occur without a modicum of basic institutional infrastructure -- the institutional equivalent of essential services physical infrastructure like potable water and sewerage, roads, electricity, etc.  Terrorist violence, anarchy, criminal groups, extortionists, corrupt government operatives, dysfunctional and/or incompetent government and other failed elements of society have become so acute in failed states as to have disrupted or corrupted the basic institutional infrastructures of civil society.  It is this collapse of basic institutional infrastructure that causes many people in the mission area to become indifferent to or supportive of violent actions against lawful authority.  
3.1 Rule of Law Tasks.  Stabilization elements of an E2 Mission must include measures to restore a basic exercise of a just rule of law in which ordinary people can seek redress of their grievances and personal/commercial relationships through institutions of civil society.  Local legitimate authority must be possessed of competent tools if it is to have a functional legitimacy.  This suggests that an E2 mission must include provision for the following kinds of basic-level tools for a local government to exercise legitimate just authority:

· 3.1.1 Identify, secure and safeguard existing crucial information and documents – court documents, criminal records, land deeds, government regulations, tax records, etc.

· 3.1.2 Local criminal code -- “in a box.”

· 3.1.3 Local civil/commercial codes -- “in a box.”

· 3.1.4 Local criminal courts to provide swift administration of justice -- “in a box.”

· 3.1.5 Local civil courts to provide prompt resolution of personal disputes and for the registration of contracts and other civil society documents -- “in a box.”

· 3.1.6 Local jails to incarcerate persons found guilty in lawful proceedings.  These can be configured in advance and provided, literally, “in a box.”

· 3.1.7 Local sheriffs or judicial police (armed officers of the courts to serve papers and enforce court rulings to support a judicial system independent of other policy and government activity).

· 3.1.8 Local police and constabaulatory forces to provide security for the public.

· 3.1.9 Robust efforts to remove corrupt officials.

· 3.1.10 Anti-monopoly statutes and codes – “in a box” – to allow new enterprises to leap-frog over ossified statues and institutions (for instance, pre-existing statutes may prohibit competition for provide for state monopolies in electricity, water, schooling, medical services, etc.)

3.2 Confirmation of Property Titles and Ownership Tasks.  
Most failed states are disinterested in or incapable of protecting their citizens’ rights in real or personal property. This is inherently destabilizing as people will seek on their own to protect what they have built, earned, saved, stored, etc, through vigilante means or through hiding their activity in ways that are not conducive to general economic growth and sound civil society.  

Confirmation of established property use or ownership rights through Courts with the registration of titles, deeds, mortgages, liens, personal property security interests and other instruments of ownership and contractual arrangement are fundamental essentials to the stabilization of civil society under a banner of a legitimate government that confirms citizens’ personal identity in law and in ownership and use of what is properly theirs.  

Establishing property security is actually more about adjudicating conflicting claims than it is merely registering titles. This suggests that an E2 mission must include the following kinds of basic tools for a local government to confirm and protect property rights:

· 3.2.1 Secure existing property records.

· 3.2.2 Property Occupancy and Registration forms -- “in a box.”

· 3.2.3 Property Title and Deed forms -- “in a box.”

· 3.2.4 Property transaction (sale, lease, rental, etc.) forms -- “in a box.”

· 3.2.5 Contracts Registration forms -- “in a box.”

· 3.2.6 Donkey/Camel/Motor Vehicle Registration forms, etc. -- “in a box.”

3.3 Codification of Provisional Basic Civil Society Legitimacy Tasks.   Beyond basic property-use certifications and rights, additional civil society Stabilization tasks are important in establishing the legitimacy of a SO/SSTR mission in the minds of the host population.
Commanders need to know and understand what specific civil society tasks will be necessary to protect and empower individuals and private voluntary organizations from authoritarian government and the tyranny of petty bureaucrats or violent actors of all sorts. This suggests that an E2 mission must include the following kinds of basic tools for a provisional local governing authority to confirm and protect the free exercise of lawful community-based individuals and organizations:

· 3.3.1 Local Codification of the Universal Declaration of Human Rights as a new local covenant for personal liberty.

· 3.3.2 Personal identity in law to codify the standing for each individual to have his or her access to rule of law infrastructure.

· 3.3.3 Establish a useful mix of local “Citizen Associations” to listen and to communicate about local problems and needs to fulfill basic concepts of government by the consent of the governed.

· 3.3.4 Provide existing or new business with commercial financing and technical assistance to improve their operations and modern management skills and commerce associations, providing them training tools to help them learn how to be effective in destabilized environments.

· 3.3.5 Establish communications/public affairs capabilities to quickly counter negative media reporting and enemy propaganda.

· 3.3.6 Establish working relationships with local mayors, councils and other authorities.  Assist them in developing and leveraging funding for local infrastructure projects such as streets, roads, water, sewerage, etc.

Step 4.  Stabilization Tasks: Essential Services Physical Infrastructure.  
Many of the following types of physical infrastructure essential services can be carried out as local government projects and yet can include significant commercial venture elements.  It is a mistake to think of these “reconstruction” elements as exclusively or entirely in the realm of “public works” projects owned and operated by national or even local governments.  The unique opportunity and compelling need is exactly how to mobilize and support a self-sustaining entrepreneurial private sector to carry out as much of these kinds of activities as possible. 

While the following list is in relative order of significance, concurrent projects in as many as possible of the following areas need to be undertaken as necessary.  

· Potable water supply, properly scaled to conditions
· Sewerage, sanitation and waste management, properly scaled
· Shelter and housing

· Food marketing, distribution and production

· Electricity production and distribution, including fuel

· Transportation

· Communications

· Basic health and medical clinic services
· Police and fire

· Schools

· Commercial and service enterprises to support and sustain economic activity

When leveraged with private entrepreneurship whenever possible, government-based infrastructure projects can encourage indigenous entrepreneurial activity for enterprise and job creation.  
Indeed, properly scaling basic infrastructure projects in both urban and rural areas to provide for opportunities for entrepreneurial enterprise creation for this kind of physical infrastructure is a fundamental strategy.  The participation of local leaders and entrepreneurs in the design, construction, operation, maintenance, marketing, distribution and protection of key infrastructure they own is essential to enterprise development, job creation, economic empowerment and growth in a highly unstable and violent environment. 
It is a big mistake to spend enormous sums of money to build large-scale government-run infrastructure projects in highly destabilized regions.  Such projects are virtually impossible to protect from violence.  Most failed or failing states lack the capability and suffer much bureaucratic ossification, outright corruption or other dysfunctional characteristics that render it foolish to assume that they can or will properly sustain large projects.  
For these reasons the Department of State Coordinator for Reconstruction and Stabilization (S/CRS), in its Essential Task Matrix, posits the use of public-private partnerships (PPP) as part of what it calls the fostering sustainability phase of economic stabilization activities.  This includes establishing public works programs and providing government assistance and security to promote initial or continued employment to address immediate needs.  Such measures may have short-term utility and may be useful as bridges in the transition to a market-based free enterprise economy, but such steps are no substitute for real, sustainable economic growth and development.  
Examples of specific measures that Commanders can use to incorporate entrepreneurial job creation enterprises into essential services infrastructure include the following:
· 4.1  Potable Water Wells and Treatment Systems can be pre-designed or existing plants can be repaired and modified to have features scaled to provide small wells, small-scale water treatment for service vendors to sell and deliver locally produced clean water to homes and businesses.  Other small-scale water well and purification systems are available to be established as private or quasi-public entities to develop and sell water.  “Potable Water Treatment In A Box” should be part of the E2 Mission planning.
· 4.2  Sewerage Plants can be designed or modified to have features scaled to be depositories for sani-john/septic system/honey-pot service companies, both urban and rural. “Sewerage In A Box” should be part of the E2 Mission planning.
· 4.3  Landfills can be modified to have features scaled to be depositories for small-scale trash collectors/sorters/re-cyclers. “Trash Collection In A Box” should be part of the E2 Mission planning.
· 4.4  Financial service technology centers/incubators can be established to provide communications and business services to a range of small banks, micro-lenders, cooperatives, remittance firms, small business services (faxes, internet, etc), check-cashing, etc. Astounding developments in transactional software and internetworked technology make it possible for even the poorest of the poor to engage in modern financial services and business skill-building.  Commanders have an obligation to know how these powerful tools can be used effectively to empower enterprise development and entrepreneurship in their areas of operations and should have these kinds of tools in their kit.

· 4.5  Technical Schools to train entrepreneurs in basic skills and in the operation of small enterprises to provide services to businesses that would enable them to properly maintain equipment.  Training for specific purposes – not in the abstract – is the imperative.   
· 4.6  Agriculture Extension Service centers can be established to provide training, demonstration and technology for small-scale irrigation and low-input farming practices that can provide livelihoods and income to hundreds of thousands of small farm families, even in urban areas on small plots. Succulent foodstuffs – melons, squashes, beans, coniferous vegetables, maize, etc., all based on the widely replicated indigenous Mexican milpa subsistence agricultural system -- can do much to provide sanitary hydration, carbohydrates, fats and proteins to the populace. The employment, wealth creation and quality of life benefits of robust small-scale, low-input food systems are among the most significant activities that can be undertaken anywhere.

· 4.6.1  “Ag Extension Center (Mission specific) In A Box”

· 4.6.2  “Milpa In A Box” 

· 4.7  Energy generation and distribution businesses could utilize small-scale traditional generators or new technology solar, photo-voltaic and wind mills to create and distribute electric power in communities. “Energy and Electricity In A Box” should be part of the E2 Mission planning.  The literature on the practical efficacy of these emerging technologies is extensive.

· 4.8  High-technology, low cost housing and construction materials suitable for undeveloped countries can offer new business opportunities for entrepreneurs in E2 Mission regions. The literature on the practical efficacy of these emerging technologies is extensive. The Mexican firm CEMEX developed a wildly popular “Patrimonio Hoy” program of savings clubs oriented to assist aspiring home builders with financing, technical skills and suitable materials is growing at 250% per year and expects to enroll one million Mexican families by the year 2010.  Essential tools to make these kinds of projects practical for SO/SSTR regions include these prerequisite tools:

· 4.8.1 “Housing In A Box” 

· 4.8.2 “Mortgages In A Box” 

· 4.8.3 “Patrimonio Hoy In A Box”

Small scale, bottom-up enterprises just like these are being implemented all over the planet in places where governments and crony capitalist/socialist economies shove people aside from more traditional business opportunities.  Cornell University Professor of Sustainable Global Enterprise Stuart L. Hart has written extensively about how indigenous people do these things in his book Capitalism at the Crossroads: Unlimited Business Opportunities in Solving the World’s Most Difficult Problems.  See this weblink: > http://www.amazon.com/s/ref=nb_ss_gw/102-2230676-6974553?initialSearch=1&url=search-alias%3Daps&field-keywords=Capitalism+at+the+Crossroads&Go.x=4&Go.y=8 <.  

Here are other websites that provide a smorgasbord of sustainable small enterprise technologies and training specifically designed for the Third World: 


> http://other90.cooperhewitt.org/about <.


> http://www.appropedia.org/STAR-TIDES <


> http://www.openworld.com/ <

> http://www.virtualmarketopener.com/ <

> http://www.entovation.com/ <


> http://www.internationalaid.org/ <


> http://www.gbfund.org/Mission.html <


> http://www.livingwatersintl.org/ <


> http://www.legatum.com/unlockingafrica/ <
The World Bank website for micro-enterprise provides a run-down on all kinds of cutting edge keen technologies now being placed into the hands of people at the bottom of the pyramid, found at this website: > http://www.cgap.org/portal/site/cgap/ <.
Millions of uneducated, illiterate, ignorant (but by no means stupid) people have proven that they can figure out how to leap-frog over ossified institutions of government and crony capitalism and do the work of job creation and economic development. Hundreds of millions of people are doing just this all across the globe, under the radar screen (hence, the term "informal economy").  Currently about 800 million people live in the formal economy. Another 1.4 billion people are in the active informal economy.  Another 4 billion people ache every day to get active. Our Commanders, so equipped would be greatly empowered vis-à-vis the bad guys.  

There are some 100,000 microfinance and SME financial institutions all over the globe that are providing capital to millions of small-scale self-sustaining business. But they are NOT projects.  They are living business enterprises -- some, maybe most of which, fail on the first, second and third tries, but they keep on trying and they eventually get it on their own. And of course, many do survive without failure and create what was previously unimaginable economic opportunity for themselves, their families and their employees.  
Without any tools whatsoever, empirical evidence is that Commanders will turn to “top-down” ad hoc "projects" that don't work because projects are not sustainable in failed states, as in Iraq.

IRAQ SIDEBAR:  If the $13+ billion in US funds spent for the IRRF infrastructure projects in Iraq had been used in great measure to leverage bottom-up entrepreneurship by direct business-to-business support in conjunction with complementary support to local municipal governments, several tens of billions of dollars worth of sustainable economic activity and basic services community assets would be the legacy.  Much alone could have been accomplished through deposits in local private banks, combined with appropriate technical assistance programs to upgrade their capabilities and internal controls to help the local bankers prudently and professionally deploy their enhanced capital through the local private sector.  

In Iraq, lack of authority and money to engage and invest in the private sector was a major shortcoming. Loan and microfinance programs were difficult to establish, reducing their potential to impact the area coupled with other redevelopment projects.  This lack of authority resulted in too many missed opportunities to count. 
Loan capital extended to indigenous business enterprises, using sound credit policies and loan administration based on local bankers’ intimate knowledge of local persons and conditions could have launched thousands of basic services enterprises.  Instead, hundreds of un-sustained and therefore potentially worthless projects -- built for and intended to be operated by national government agencies -- are nearing completion.   

Many well-intended US government officials, including military officers, approached the basic services element of the SO/SSTR mission in Iraq as activities that are, and by rights ought to be, the exclusive functions of the national government.  It seems to never have occurred to these officials that the Soviet/National Socialist- model government in place in Iraq has never worked anywhere, even with Gulags and Gestapos. CIA Director Michael Hayden has said: “We have placed all of our energies in creating the center, and the center cannot accomplish anything.”  Fortunately, the directives and doctrines are now in place that should assure that such incredible errors of judgment and lack of understanding of how the world works are not repeated elsewhere.

According to combat officers, the principal lesson for SO/SSTR missions from Iraq is the flaw with the general US Army Corps of Engineers (USACE) contracting model. There was too much reliance on third party contractors that too often provided insufficient and/or flawed data that did not match the reality being observed by maneuver elements on the ground.  Some combat officers have recommend that in prospective SO/SSTR Missions, their commands either have a USACE Liaison Office assigned to each Brigade or, alternatively, the maneuver elements should include Civil Affairs Teams to conduct the daily project management and liaison with indigenous enterprises on their own authority.  The Iraq experience was that the government project-approach to economic development resulted in reliance upon many third party contractors who proved unreliable and were often corrupted by local officials and contractors.  However, in Tal’Afar a USACE Liaison officer was attached to the maneuver brigade who gave advice to the Commander and worked closely with the attached Civil Affairs Teams to manage projects and train the Iraqis in their construction, operation and maintenance.  Field commanders report that this worked well.  However, because of the complexities of finance and accounting, they have recommend that for prospective missions each Maneuver Brigade be given a full time Finance and Comptroller Officer to manage contract payments and other deployment of funds so as to prevent problems with clearing and drawing money, and de-conflicting issues with contracts that are awarded by either USACE or other SO/SSTR elements.
Step 5.  Capital Infrastructure to Fuel Enterprise Creation: The Vital Role of Private Banking and Financial Services.  
Without exception, sustainable and job creation requires that entrepreneurs have access to professionally supervised risk capital in the form of equity investments and loans – even at the smallest scale.  
In most E2 Mission areas the financial management of the countries is likely to be dysfunctional and the banking systems are likely to government dominated, and generally inaccessible to all but those politically-connected to the failed regime. Moreover, most existing financial institutions likely will lack the skills to make and manage equity investments in private businesses and will not possess state-of-the-art transaction systems and other basic capabilities to carry-out effective cash-flow analysis in support of prudent lending practices.  Overcoming these constraints is imperative for an SO/SSTR E2 Mission. 
We now know, for instance, that policy makers failed to anticipate the need for a modern, functioning banking system in Iraq.  The Government Accountability Office has found that every month large numbers of Iraqi soldiers and police temporarily abandon their units to carry cash home to their families because they have no way to deposit their salaries in bank accounts or to electronically transfer funds to accounts in their home villages or neighborhoods.  This simple-to-resolve absence of basic payments and financial transaction services has proven to be a significant negative constraint on the success of the US mission in Iraq. In just a few months time state-of-the-art payments, banking and other transactional software can be deployed anywhere at relatively low cost so that this kind of serious dysfunction is utterly unnecessary. 
It is worth repeating that a capital-empowered private sector will leap-frog over failed institutions and ossified structures to rebuild, or adapt, or shut-down, or re-create, or create anew the kinds of sustainable business opportunities that will best serve their customers in a transitional environment.  No government entity can adapt as quickly or as effectively to changing circumstances as can a private sector enterprise.  Professionally deployed risk capital is the closest thing one can get to a “silver bullet” for counterinsurgency missions and economic progress.
5.1  Do No Harm and other Pre-Mission Financial Prerequisites.  Policies of the U.S. Departments of Treasury, State, Homeland Security, Commerce and Defense as well as OPIC, the IMF, World Bank and the host government that impose unintended adverse consequences that harm private deployment of capital, including banking, job creation, entrepreneurship and economic growth are legion.  Such constraints need to be pre-identified for modification at the outset of an E2 Mission and addressed beforehand.  
The prospect of unintended harmful effects arising from existing general policies even extends to current Army doctrine.  For instance, the new (September 2006) Army Field Manual 3-05.40, Civil Affairs Operations, seems to completely disregard the importance of private sector development.  Incredibly, its sole specific guidance to Commanders for Economic Stability is for Army Civil Affairs units reach back to failed practices of the Nixon and Carter Administrations to impose price and commodity controls, establish rationing programs (apparently to deal with shortages caused by price controls) and efforts to stamp out smuggling (which of course would be a consequence of the first two perverse actions).  Correction of this kind of harmful and insurgency-inducing direction to Soldiers is an urgent need.
· 5.1.1 Country-specific identification of harmful coalition policies. It is imperative that each SO/SSTR mission specifically identify those country-specific policies and practices that require modification in USG or other coalition policies for a SO/SSTR mission to be successful.

· 5.1.2 Patriot Act regulation review.   Until recently no US bank had a correspondent relationship with an Iraqi bank.  Officers of US banks report that they believe the risks of criminal prosecution make it prohibitive for them or their customers to engage in financial business in Iraq.  This is likely to affect SO/SSTR missions worldwide.  These regulations must be reviewed and made compatible with effective SO/SSTR missions.

· 5.1.3 Remove USG funds restrictions that empower private business activity.    Current USG policies appear to restrict the use of USG military (Title 10) and civilian foreign assistance (Title 22) funds only to directly benefit governments and government enterprises and prohibit the use of USG funds to assist or leverage private investment. Such restrictions in law and regulation by the USG and other governments providing assistance are counter-productive and need to be changed now.  Experience shows that it is the private sector operating with risk capital, deposited in banks or other financial entities that make the most efficient use of capital resources. Correcting this policy dysfunction to allow for greater flexibility is an urgent imperative.  
· 5.1.4  “OPIC In A Box.” Advance provision for Overseas Private Investment Corporation international trade arrangements with US firms that are interested in trade and other ventures in mission areas which require political risk insurance and project financing is essential.
· 5.1.5 “Enterprise Funds In A Box” to have available pre-authorized and funded Enterprise Fund capital pools that have proven so successful in transitioning former Soviet economies to establish specialized financial institutions and build robust private enterprises through direct equity investments, loans and the hands-on advice and counsel that experienced investment professionals can provide.

5.2 Empower Private Banks with Capital.  Private banks are important because they provide indigenous professional deployment of risk capital. Private banks will undertake the due diligence for their own loan portfolios – they will not risk deposit capital with incompetent or risky business borrowers.  They will serve as the conduit for bringing indigenous capital into the marketplace for investment and job creation. 

· 5.2.1 Diminish host government competition with private Capital Formation:  Focus on sun-setting special privileges for state-owned banks that discourage indigenous private banks and the major international banks from pursuing policies to expand the private sector banking system, especially branches in the provinces.  

· 5.2.2  Government Deposits: Task the Host Government to adopt a policy of making deposits in Private Banks based upon sound principles of securing collateral support of such deposits; for example pledging capital and other qualified assets as one for one collateral supporting Government deposits.
· 5.2.3 Assist the Private Banks to increase capital by offering incentives which motivate both stockholders and potential domestic and foreign investors.  These include programs for the World Bank, IFC and others to use creative forms of capital such as Trust Preferred Securities or similar instruments to increase risk capital of private banks.  Host government, USG and other donor nations or entities can deposit funds in private banks to manage payments to contractors, which will result in a capital capacity sufficient for small business enterprises to compete for contracted work.  

5.3 Banking Systems Tools Tasks.  Private banks in E2 Mission areas often operate as elements of family associations, tribes, parishes, etc. and often have access to significant amounts of hidden or “dead” indigenous capital.  A vast array of new banking and transactional software makes it entirely practical to develop financial services for highly unstable regions.  “Smart card” systems based on cellular telephone technology, bank customer “scoring” systems, and advanced “remittance” systems are just a few of the new break-through technologies that are increasingly commonplace in the Third World.  The World Bank Consultative Group to Assist the Poorest, in conjunction with the Bill and Melinda Gates Foundation, is currently sponsoring a major project to more broadly test these new innovations [> http://www.cgap.org/portal/site/Technology/menuitem.44afc13a9096bebe1519d010591010a0/ <].  
Here follow a number of E2 Mission tasks that are necessary to strengthen and empower the flow of private capital in Mission areas:

· 5.3.1 “Banking Regulation In A Box.” Basic banking regulations based on generally accepted banking practices need to be developed as part of banking templates.

· 5.3.2 “Electronic Transactions In A Box.”  The state of art in wireless-based financial transactions is well advanced and can be implemented quickly and cheaply anywhere on the planet.  Every citizen, every business, and even every government agency can become connected to digitized account management and other banking services at very low cost.  Security of assets, ease and utter reliability of transfer of “funds” (i.e., account deposits, credits and debits) is easy-to-accomplish infrastructure that should be “set up and ready to go” for every prospective mission area.  
· 5.3.3 Microfinance and Small and Medium Enterprise (SME) Accelerators – use private entities instead of government bureaucracies, state-owned banks or private cartels that will end up failing because of cronyism and forgiveness of debts to curry political favor or corrupt practices.  Private, at-risk loan portfolio managers will need technical assistance and possibly investment funding by a competent, commercially-oriented entities to help them develop the skills to operate in this important financial niche.
· 5.3.6  Training Tasks: Find, train and assist a cadre of host country nationals who can execute fiscal systems such as budgets, obligation of funds, capital accounts, cash flow projections, replacement of "run it until it breaks mentality" with a preventive maintenance culture. 
· 5.3.7 Establish Correspondent Banking Relationships between private banks and US and coalition partner banks are necessary to facilitate international trade.  When Iraq bank licenses were offered in November 2003, not one American Bank asked for an information package nor applied for a license.  It was not until mid-2007 that an American bank established a correspondent bank relationship with an Iraq-owned or based private bank.
CONCLUSION AND SUMMARY OF KEY FINDINGS.

1. E2 Missions are key elements to be included in a holistic system of activities involving security, stabilization, transition, reconstruction and counter insurgency principles, policy, plans, programs and activities.
2. E2 Mission tasks are best laid out in five Steps:

· Step 1:  Establish Fundamental Principles to Guide Policy. 
· Step 2:  Intelligence and Took Kit Imperatives.  
· Step 3:  Institutional Infrastructure.
· Step 4:  Physical Infrastructure.
· Step 5:  Capital Infrastructure to Fuel Enterprise Creation 
3. E2 Missions must include robust involvement of host country business people and driven by practical principles supportive of indigenous private sector enterprise development, all carefully coordinated with essential military doctrine and activities.
4. Access to risk capital, other resources and supportive institutional and physical infrastructure are the most effective tools for empowering – actually unleashing – indigenous private sector growth from which economic opportunity, enterprise development, job creation and stability arise.  

5. Many specific tasks for successful E2 Missions can be pre-planned and pre-packaged as “in a box” prior to a mission, insofar as each tool is informed by both overt and covert intelligence developed well in advance of any prospective mission.
6. Combatant Commands and other organizations that require non-organic assets to accomplish the planning and execution tasks suggested by SO/SSTR E2 Missions should begin organizing and budgeting to provision their forces for such contracting now.
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