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State Building Principles
1. Indigenous culture and values must be the basis of development and state building.

2. Public authority comes in many forms. The formal state is only one possible form. Indigenous forms of local government may often be more effective. In all cases, a consistent and just system of law is essential.

3. Increasing the capacity of, depoliticizing, and professionalizing the state bureaucracy and courts is crucial in state building.

4. Local governments are important drivers of economic development and public service provision; therefore, upgrading local governments and making them more accountable to local populations have many positive effects for state building.

5. Business must be the motor of growth; therefore the promotion of business formation and expansion must be a high priority at all stages of development. Improving the domestic and international trading environment (by, for example, lower costs, improving infrastructure, and reducing trade barriers) is crucial to creating engines of growth.
6. Economic policy at the macro and micro level must be designed to promote stability and encourage investment and competition.
7. To ensure that aid is better spent, there is a need for international actors to:

· Appreciate the importance of local cultures and the need to be humble in how the problems of development are approached; ultimately, state building must be an internally generated process with aid only having a complementary role.

· Recognize the need to differentiate between countries and circumstances, and to customize solutions. Greater understanding of the local political-economy is necessary at all times such that bad governance practices are not reinforced; economic distortions (such as exchange rates and skills shortages) are not exacerbated; and the private sector is not crowded out. 

· Understand that stability and growth depends in the longer-term on private sector-led growth – hence the need for aid expenditures to focus on promoting activities that lead to increases in production.

· Focus their efforts on:

· Investing more in diagnosing and understanding the causes of state weakness.
· Identifying, strengthening, and integrating the most effective forms of public authority that already exist within countries.
· Building and expanding the traditional drivers of growth.

· Funding power, roads, and potable water.

· Expediting domestic and international trade flows.

· Building tax and revenue authorities.

· Building knowledge institutions, including general education, vocational training, public administration, and business training.
· Benchmark aid performance, by both donors and recipients, and to communicate strategies and results. An exit strategy based on these benchmarks is essential.

