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ABSTRACT 

The empirical evidence and the academic literature point to the opposed directions on 

the capability of the territorial arrangements to extenuate conflict in ethnically divided and 

civil war-worn countries. Little is known about the diverse capacities of the territorial power 

sharing arrangements in diminishing violence in the post-conflict societies. Therefore, this 

thesis aims to contribute to the field through studying the conditions under which territorial 

power sharing arrangements reduce violence in the post-conflict settings.  

I argue that a resumption of violence is less likely following territorial power sharing 

arrangements in cases where a relatively  high level of economic decentralization is provided 

for a subnational entity, as it allows the rebel groups to sustain their support base among key 

constituencies. To test the theoretical argument, a structured, focused comparison of territorial 

power sharing arrangements in Aceh province of Indonesia and Mindanao province of the 

Philippines is conducted. The empirical findings give support to the hypothesis in the 

expected direction. Aceh, where the resumption of violence did not occur, also was enjoying a 

relatively higher level of economic decentralization. While in ARMM, where the violence 

resumed after five years following the peace agreement, economic decentralization was 

relatively low. Nevertheless, the extended analysis reveals additional factors. Transformation 

of the rebel organization into the political parties and inclusive peace agreements potentially 

may have impact on the territorial power sharing arrangements’ capability to contain violence 

in the post conflict environments. 
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1. INTRODUCTION  
	
Territorial power-sharing arrangements as a conflict resolution tool in ethnically divided 

societies and civil war-worn countries received close attention from policymakers and 

researchers. Nevertheless, the empirical evidence and the academic literature point to the 

opposed directions on the capability of the territorial arrangements to extenuate conflict in 

such environments. A considerable amount of scholars, who refer to the successful empiric 

examples of territorial power-sharing arrangements, accentuate its merits in reducing conflict  

(Bermeo, 2002; Gurr, 2000; Hoddie & Hartzell, 2005; Jarstad, 2009; Martin, 2013; McGarry 

& O’Leary, 2009; Ottmann, 2015). In the meantime, the other part of the researchers, who 

refer to the failed empiric examples of those arrangements, criticize it for reinforcing ethnic 

identities and encouraging secessionist conflicts (Bunce, 2007; Cederman, Hug, Schädel, & 

Wucherpfennig, 2015; Horowitz, 1985; Pospieszna & Schneider, 2013; Rothchild & Roeder, 

2005). The territorial power sharing arrangements are acknowledged as a conflict 

management strategy, which may be salutary or harmful in ethnically diverse and civil war 

driven societies. 

Since there is no consensus among the researchers about the real impact of territorial 

arrangements in diminishing conflict and accomplishing peace, it is not apparent whether the 

territorial power sharing arrangements should be promoted or avoided in the post-conflict 

settings. Viewing territorial power sharing arrangements either as an absolute solution or an 

absolute impediment for conflict resolution does not bring forth satisfactory explanations 

about its real effect on the reduction of violence.  Heretofore, there has not been a systematic 

focus on, and little is known about, the diverse capacities of the territorial power sharing 

arrangements in diminishing violence. Therefore, this thesis, instead of analysing whether 

territorial power sharing arrangements alleviates conflict, aims to contribute to the field 

through studying this research question as - 'under what conditions territorial power sharing 

arrangements reduce violence in the post-conflict settings?' 

This thesis is also designed to contribute to addressing the research gap in the 

following ways. I examine the economic characteristics of the territorial power sharing 

arrangements to explicate the variation in the level of violence following such arrangements. 

For this purpose, the thesis develops a theory through drawing insights from two bodies of 

scholarships. Research on territorial approaches to conflict resolution maintains that rendering 

the minority groups with control over their affairs allows them protect themselves from the 

exploitation of the central government, thus reducing conflict (Bermeo, 2002; Gurr, 2000; 
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Hoddie & Hartzell, 2005). This scholarship does not explicitly consider how the functioning 

of political autonomy with its broad undertakings can be constrained or facilitated, depending 

on the capacity of the regional government to spend money consistent with its specific 

preferences. In contrast, the scholarship on fiscal decentralization indicates that the 

responsibilities assigned to the subnational entities that reflect divergent preferences on public 

goods should match the allotment of ample revenues and decision-making power on 

expenditure. (Oates, 1999; Yilmaz & Ebel, 2002). By bringing these two scholarships 

together, I argue that the extent to which territorial power sharing can reduce violence in the 

post-conflict settings relies on the level of the economic decentralization. More precisely, I 

hypothesize that a resumption of violence is less likely following territorial power sharing 

arrangements in cases where a relatively high level of economic decentralization is provided 

for a subnational entity.  This expectation stems from the assumption that because of the 

lower level of economic decentralization, the rebel group cannot maintain the support base 

among its key constituencies, thus making peace costly and removing the constraint for 

spoiler violence. In contrast, where a high level of economic decentralization is provided, the 

rebel group is more likely to maintain its network of supporters among its major 

constituencies, consequently making peace beneficial and constraining motivation for the 

spoiler violence.  

To test the above-mentioned hypothesis, a structured, focused comparison of territorial 

power sharing arrangements in Aceh province of Indonesia and Mindanao province of the 

Philippines is conducted. While the cases share the similarities regarding historical, regional, 

socio-economical and political conditions, they differ in the level of violence following peace 

agreement on territorial power sharing.  I will evaluate the effect of the level of economic 

decentralization on a variation on the level violence during five years.  The data for empirical 

evaluation derives from secondary sources, such as conflict datasets, previous research, and 

reports that specify information on the variables of the interest.  

The empirical findings give support to the hypothesis in the foreseen direction. In 

Aceh, the high level of economic decentralization through allowing GAM to maintain its 

network of supporters in peace time contributed to the rebel group’s commitment to the peace 

agreement. On the contrary, in ARMM, the low level of economic decentralization by 

disrupting the support base of MNLF encouraged the rebel leadership to spoiler violence. 

However, the empirical evidence also brings out additional factors that could affect the 

outcome of this study. In particular, in Aceh, the inclusive peace agreement and GAM’s 

transformation itself from a rebel organization into a political party, which was not the case in 
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Mindanao, could also have an impact on the outcome. This suggests a high level of the 

economic decentralization appears a necessary, but not a sufficient condition for avoiding the 

recurrence of armed conflict, which is worth to be examined through future research.   

This thesis is divided into the following sections. The second section reviews the 

scholarship on territorial approaches to conflict resolution and identifies a research gap. The 

third section develops theory and presents a hypothesis for the empirical testing. Further, the 

fourth section introduces the research design that guides the empirical inquiry. The fifth and 

sixth sections evaluate the collected data on the variables of interest separately for each case. 

The seventh section conducts a comparative analysis of the empirical findings, as well as 

extends the analysis and considers the alternative explanations for the outcome of the interest 

and the limitation of the study.  Finally, the eighth section delivers concluding remarks and 

several ideas for future research.   
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2. PREVIOUS RESEARCH 
	

Territorial approaches to conflict management in divided societies received broad 

attention within the academic literature. Nevertheless, there is no unanimous scholarly terms 

and definitions for the different types of territorial approaches to conflict management. 

Among those terms the most cited are ‘regional autonomy’ and ‘federation’, yet more general 

terms which combine both such as ‘territorial power sharing’ and ‘territorial self governance’ 

are also utilized. Additionally, the literature studies different types of societies with regard to 

territorial approaches to conflict management. The universe of cases within the filed either 

includes signed peace agreements and all post conflict societies, or ethnically plural societies. 

Besides, the academic literature points to the opposed directions on the ability of territorial 

arrangements to mitigate conflict in ethnically divided and civil war torn countries. While one 

part of research highlights the merits of territorial arrangements in managing the security fears 

of ethnic minority groups and preserving peace, the other part of research criticizes it for 

reinforcing ethnic identities and leading to conflict.  

 

2.1 Definitions and domain  
	
 Firstly, the term autonomy itself can imply different meanings. Lapidoth (1997, p. 33) 

define territorial autonomy as a division of power between the central government and the 

sub-national entity, the identity of which is different from the majority of the population in the 

national level, yet makes up the majority of the population in the sub-national entity. Wolff 

(2013) defines territorial autonomy as an asymmetrical relationship between the central 

government and the subnational entity within otherwise a unitary state, where the government 

devolves certain legislative, executive, and judicial powers to a specific sub state entity. 

However, the term 'autonomy', can also be used to refer to a broader concept of territorial 

approaches implying both autonomy and federation, as well as sometimes the other forms of 

decentralized arrangements (Ghai, 2003; Wolff, 2013). Quoting Wolff (2013, p. 31), the term 

autonomy,  is frequently employed “both in an abstract functional sense in the context of 

governance arrangements and as a concrete manifestation of territorial self-governance in a 

specific (often singular) sub-state entity in a given state”.  

Second, ethno-federalism, a particular form of federation, is another type of territorial 

approach to conflict management in diverse societies, that the academic literature frequently 

refers. Federation is defined as devolution of certain legislative, executive and judicial powers 

equally to all subnational entities of the state, that enjoy an identical relationship with the 
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central government in the multi-layered system of governance (Wolff, 2013). Ethno-

federalism is where the internal borders of sub-state units within federation overlap with the 

settlements of an ethnic minority (Bunce, 2007; Christin & Hug, 2012; Hale, 2004).   

The other part of scholars, in contrast, use more broader terms that combine both 

autonomy and federation arrangements. Wolff (2013) uses the term ‘territorial self 

governance (TSG)’,  referring to five forms of territorial arrangements: confederation, 

federation, autonomy, devolution and decentralization. Wolff (2013, p. 32) defines TSG as 

“the legally entrenched power of territorially delimited entities within the internationally rec-

ognized boundaries of existing states to exercise public policy functions independently of 

other sources of authority in this state, but subject to its overall legal order”.  Scholarship on 

power sharing utilizes a common term ‘territorial power sharing’ that refers to the different 

types of decentralized governance where the government devolves some of its power either to 

a specific group at the subnational level predominantly inhabited by itself (autonomy) or 

equally to all subnational entities which enjoy a similar relationship with the central 

government (federation) (Cederman et al., 2015; Hoddie & Hartzell, 2005; Jarstad & Nilsson, 

2008; Martin, 2013; Mattes & Savun, 2009; Ottmann & Vüllers, 2015). 

Despite the difference in the definitions and terms, there are common characteristics 

that federation and territorial autonomy share under the reviewed literature:  

Ø Transferring certain executive, legislative and judicial powers from the central 

government to the subnational unity 

Ø Such arrangements are applied in practice, and are discussed in literature as a conflict 

management tool in addressing the heterogeneous interests within ethnically plural 

societies.  

Ø Such arrangements lack sovereignty, and foreign and defence policy as well as wider 

framework of economic and monetary policies are the prerogatives of the central 

government. 

Ø The degree of transferred powers to the subnational entities can vary from case to 

case. The highest level of territorial autonomy includes powers in legislative, 

executive and administrative matters as well as judiciary and fiscal powers to some 

extent except for defence and foreign policy. 

 

 With regard to the domain of the studies, while within some studies the universe of 

cases are peace agreements and all post-conflict societies, within the majority of the studies 

the universe of cases are ethnically diverse societies. Hoddie & Hartzell (2005), Jarstad & 
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Nilsson (2008), Martin (2013), Mattes & Savun (Mattes & Savun, 2009), Ottmann & 

Vüllers(2015) examine the impact of territorial power sharing promises in the peace 

agreements, and their universe of cases are territorial power sharing arrangements that were 

introduced as a result of negotiated settlements following the civil war. Only in one study to 

the authors knowledge, by Pospieszna & Schneider  (2013) the universe of cases consists of 

all civil wars between 1946 and 2009. Within the major part of the research the specified 

universe of cases are ethnically plural countries (Bakke & Wibbels, 2006; Bermeo, 2002; 

Brancati, 2006; Bunce, 2007; Cederman et al., 2015; Christin & Hug, 2012; Gurr, 2000; Hale, 

2004; Horowitz, 1985; Lake & Rothchild, 2005; McGarry & O’Leary, 2009). Thus, not the 

whole academic research share the precondition of an armed conflict in studying the role of  

territorial approaches in conflict management.  

 

2.2 Territorial power sharing as a conflict resolution tool?  
	

For one part of the scholarship territorial arrangements is as compromise solution in 

ethnically divided societies between the ethnic minorities’ aspirations for self determination 

and the central state’s preference to maintain the unity of the state (Bakke & Wibbels, 2006; 

Bermeo, 2002; Gurr, 2000; McGarry & O’Leary, 2009). These scholars suggest that territorial 

arrangements can address the heterogeneous interests of different ethnic groups through 

combining both self-rule and shared-rule in a federal governance.  On the one hand, a self-

rule in the subnational level through providing the ethnic minority groups with a control over 

their own affairs on economic, political and social spheres, allows them to protect their major 

interests critical for their survival (Bakke & Wibbels, 2006, p. 4; C. A. Hartzell & Hoddie, 

2007, p. 34). For example, through exercising control over language and education policies, 

the groups protect their ethnic identity, whereas by means of control over the income and 

spending they protect their economic well being. Likewise, control over health, judiciary, 

immigration and police may be essential for the protection of physical safety of the group. 

One the other hand, a shared-rule through the inclusion of ethnic minority group members 

into the federal government agencies, creates power balance and constrains the monopoly of 

the majority ethnic group on power. Thus, self-rule and shared-rule create incentives for the 

minority groups in keeping the existing boundaries of the state. 

Territorial arrangements are also regarded as useful tool in ending civil war and 

preventing its resumption. It was suggested that designing institutional arrangements into the 

peace agreements, such as provisions on power sharing, can mitigate the commitment 
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problems and be determinant to the durability of peace (Hoddie & Hartzell, 2005). Challenges 

of making credible commitments by the belligerents were indicated as an important 

explanation for the recurrence of civil war following its termination  (C. A. Hartzell & 

Hoddie, 2007; C. Hartzell & Hoddie, 2003; Walter, 1997). Reaching a peace agreement 

means that the rebel groups have to dismantle their arms which makes them vulnerable to 

exploitation by the government. The rebels fearing the government’s incentives to defect from 

the agreement, will also be reluctant to put down the arms even if they have signed the peace 

agreement.  

Among different types of power sharing arrangements (political, military, economic), 

territorial power sharing was found particularly important in mitigating commitment 

problems. Territorial power sharing through producing costly signals about the intentions of 

the government can provide the commitment of the rebel groups to the peace agreement 

(Jarstad & Nilsson, 2008; Martin, 2013; Ottmann & Vüllers, 2015). Jarstad & Nillson’s main 

argument is that implemented promises of territorial power sharing increases peace duration 

because it entails high implementation costs for government and rebels alike.  Hoddie & 

Hartzell maintains that delivering the control over the subnational units to the geographically 

concentrated groups assures such groups with a defensible area where the state’s capability of 

exploitation of the group is constrained (Hoddie & Hartzell, 2005, p. 102). 

 In terms of the evidence for a positive statistical correlation between territorial 

power sharing and peace duration, the findings by  Hoddie & Hartzell (2005), Jarstad & 

Nilsson (2008), Martin (2013), Ottmann & Vüllers (2015)  indicate that territorial power 

sharing promises in the peace agreements significantly increase peace duration following the 

civil war. For instance, the results of statistical tests by Hoddie and Hartzell  (2005, p. 101) 

show that the territorial power-sharing arrangements ‘decrease the likelihood of settlement 

failure by 99 per cent’ in the post conflict settlements. Jarstad & Nillson also find that, 

implementation of territorial power sharing provisions decrease the risk of return to war.  

 

2.3 Territorial power sharing as an obstacle to conflict resolution?  
	

Unlike the scholars who emphasize the merits of territorial arrangements in reducing 

likelihood of armed conflict, a second body of scholars bring opposed arguments. Among 

these scholars while some argue that territorial arrangements have an adverse effect on 

preserving peace through encouraging the secessionist aspirations, the other do not find any 

effect of such arrangements on peace at all.  
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The critics argue that territorial arrangements reinforce ethnic identities and provide 

the minority groups with institutional means and resources which they take advantage of in 

fighting the government for secession (Bunce, 2007; Cederman et al., 2015; Horowitz, 1985; 

Pospieszna & Schneider, 2013; Rothchild & Roeder, 2005). Lake &Rothchild  (2005) 

maintain that decentralization over time develops either towards more centralization due to 

the fact that the majority group once empowered enough tries to merge state power and 

resources in its hands at the cost of other regions, or toward more disintegration when the 

minority group anticipating the risk of the centralization pressures for the secession.  

In terms of the statistical analysis among these group of scholars, they find either non-

significant or negative relationship between the territorial power sharing and peace duration. 

Mattes & Savun (2009), do not find any significant effect of the territorial power sharing in 

reducing the likelihood of violence following civil war. The result of the study by Pospieszna 

& Schneider (2013) who disaggregates the territorial power sharing into regional autonomy 

and federation, show that while the autonomy arrangements increase the risk of recurrence of 

civil war, the federation arrangements do not have any significant effect. Cederman et al., 

(2015) finds out that the territorial arrangements can have conflict preventing influence in 

ethnically divided societies only prior to the onset of the  first civil war and that the impact 

vanishes once the conflict already have taken place. They also maintain that, such 

arrangements cannot hinder the recurrence of intrastate armed conflict unless the members of 

the rebel group simultaneously are involved in the executive of the central government.  

 

2.4 Particular conditions for success of territorial power sharing? 
	

Some scholarship is dedicated to the certain factors that are conducive to the success or 

failure of the territorial arrangements. First, several scholars point out to the ethnic maps of 

the countries as an explanation for failure or success of the federal arrangements in preventing 

conflict in ethnically diverse societies. Hale (2004) argues that existence of a core ethnic 

region, where a national majority also inhabits the major federal territorial-administrative 

unit, leads to the collapse of the state and civil war. This argument maintains that presence of 

a core ethnic region populated by the national majority leads to dual power situations, when 

the core group region with huge resources and institutional means in its disposal, and without 

any obstacle to collective action can impact the federal government’s policies that disfavour 

and even threaten the ethnic minorities. This, in turn, undermines trust and cooperation 

between the federal government and the minority groups leading to conflict and collapse of 
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state. McGarry & O’Leary (2009) argues that existence of a demographically dominating 

ethnic group, a Staatsvolk, assures the stability of the federation,  while without a dominant 

ethnic group the federations runs the risk of conflict and collapse. They maintain that 

demographic dominance and resources allows the majority group to withstand the secessionist 

aspirations of the minorities. Christin & Hug (2012) maintains that if nationally minority 

groups become a majority in the subnational level in the federal states, it increases the conflict 

tendency in the region. They also indicate that if the size of the sub-state unit controlled by 

the minority is small, the chances of escalation into the armed conflict is less likely, while if 

larger units are controlled by the minority the probability for occurrence of civil war rises.    

Second, several scholars discuss how party system on the national, as well as, on the 

regional level can lead to the divergent consequences in the territorial arrangements. Bakke & 

Wibbels (2006) argue that the exclusion of the minority group members from the national 

parties fuels the conflict due to the fact that the national party members once elected will not 

have incentives to represent the interests of the minorities in the legislative bodies. Brancati 

(2006) asserts that the decentralization contributes to conflict if it allows operation of the 

regional political parties. According to her the regional political parties strengthen ethnic 

identities, promote the policies in the regional level that disadvantage the regional minorities, 

and utilize the resources provided by decentralization for mobilization, eventually leading to 

the secession and violence.  

	
2.5 Identifying the Research Gap 

	
As indicated in the section above previous literature on territorial power sharing, have come 

to opposed views about its effect on reducing conflict and fostering peace. To put it 

differently, territorial arrangements are understood as a conflict management strategy that 

may either be useful or harmful in ethnically divided and civil war ridden societies. Since 

there is no consensus among the scholars about the actual effects of territorial arrangements in 

reducing conflict and achieving peace, it is not clear should territorial power sharing be 

endorsed or avoided in the post conflict situations. One of the reasons of such divergent view 

is reference to the empirical evidence that points to the opposite directions - there are 

successful and failed cases of territorial power sharing arrangements.  

Whereas judging about territorial arrangements either as an absolute solution for 

conflict management or an absolute obstacle does not produce satisfactory explanations about 

its actual effect on reduction of violence, the divergent capacities of such arrangements needs 
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to be scrutinized. Thus far, there has not been a systematic focus and little is known on the 

diverse capacities of the territorial power sharing arrangements to contribute to peace, in 

particular, in the post conflict societies. In order to reveal the conditions under which 

territorial power sharing operates conducive to peace or violence the particular features of the 

territorial arrangements that accounts for the variation in the outcome of these arrangements 

needs to be examined.   
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3. THEORETICAL FRAMEWORK  
	
Taking into account the contradictory theoretical arguments, this thesis, instead of examining 

whether territorial power sharing arrangements reduces violence, rather aims to contribute to 

the field through studying this research question as - 'under what conditions territorial power 

sharing arrangements reduce violence in the post-conflict settings?' This thesis argues that 

the extent to which territorial power sharing arrangements can foster peace and mitigate 

conflict in the post conflict settings relies on the economic characteristics of such 

arrangements. More precisely, I expect economic decentralization can explicate the variation 

in the level of violence following territorial power sharing arrangements. 

 

3.1 The Need for Economic Decentralization  
	

Peace requires financial resources in order to be successful in the implementation 

stage. Without funds it is not feasible to accomplish peace even in the presence of a peace 

agreement with the best design.  Territorial power sharing agreements need to address 

different types of economic costs in the post conflict settings.   

First, territorial conflicts, where a minority group demands autonomy or 

independence, usually also evoked by the economic causes, where the economic inequality 

overlaps with the ethnic differences, supplementing political and cultural roots of the conflict. 

Among the economic causes of territorial conflict, the research, in particular, points to the 

role of valuable natural resources in facilitating ethnic divisions and secessionist aspirations in 

cases where the resources are concentrated in the regions inhabited by an ethnically distinct 

group. It is found by some studies that the regions with  large natural resource deposits are 

more likely to demand and receive high degree of autonomy which allows privileged access 

and control over the resource revenues (Sambanis & Milanovic, 2014). Statistical studies also 

revela that presence of large quantity of  natural resource deposits  increase the risk of civil 

war, and more likely to cause a secessionist war  than an ideological war (P. Collier, 1999; P. 

Collier & Hoeffler, 2002).  

Two explanations dominate in the literature in addressing the resource related causes 

of the conflict: greed and grievances. One the one hand, the grievance explanation entail that, 

the resource injustices, like huge revenue flows to the capital and deprivation of ethnically 

inhabited producing provinces from these revenues which carry the negative consequence of 

the resource extraction, can encourage secessionist aspirations (Lujala, 2010; Ross, Lujala, & 

Rustad, 2012; Wennmann, 2012). Ross et al.  (2012) refers to such grievances as a 
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consequences of the actual or perceived horizontal inequalities, when the expectation of 

ethnically distinct population of the natural resource generating region, exceeds their real 

incomes. On the other hand, the outbreak of secessionist civil war, is alo explained by greedy 

motivation of some groups to acquire ownership of valuable resources forever (P. Collier & 

Hoeffler, 2002). Quoting Collier & Hoeffler (2002, p. 3) “That is, secessionist political 

communities invent themselves when part of the population perceives secession to be 

economically advantageous”.  

Second, such economic grievances are further exacerbated in the course of civil war 

which destroys the public infrastructure and facilities and hence hindering the access of the 

population to public service and goods. Addressing the quotidian needs of the population such 

as access to electricity, clean water,  education, healthcare, land and jobs are crucial for 

addressing the economic causes of the war and for obtaining the compliance of the civilian 

population to the peace (Woodward, 2002, p. 186).  

Third, in the post conflict period the above mentioned economic costs are augmented 

by the implementation costs of the peace agreements like the costs of self governing 

institutions at the subnational level. The material costs of effective implementation of self 

governing arrangements necessitates huge public expenditures for establishment of local 

bodies of governance and exercising additional responsibilities of self government devolved 

to it the central government. Quoting Ghai (2003, p. 191) “Because autonomy arrangements 

are frequently negotiated, involving different political parties, ministries, etc., rather than 

planned, there may be a mismatch between powers, institutions and resources. Autonomy 

inevitably adds to the costs of government(…)”. Addressing these costs requires adequate 

level of financial resources that matches with the responsibilities of the newly established 

regional government. 

 

3.2 Conceptualizing Economic Decentralization 
	

The studies on decentralization show that in ethnically diverse societies the preferences of 

population on public goods vary, based on distinctive language, religion and culture (Hechter, 

2004). Public goods that are appreciated by all citizens equally such as defence is better 

produced on the state level, while  the goods that are only appreciated by a distinctive ethnic 

group, such as education and religion,  are better produced on the local level in ethnically 

diverse societies (Hechter, 2004). Policy on production of public goods and services needs to 
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reflect the heterogeneous preferences of population (Hechter, 2004; Lake & Rothchild, 2005; 

Oates, 1999) 

Efficient application and functioning of territorial autonomy is constrained in the 

absence of capacity of local governance to spend money consistent with its local preferences 

in the post-conflict settings. Policy on divergent preferences on public goods is shallow 

without fiscal decentralization which requires allocation of sufficient revenues and 

responsibilities (decision-making power) on expenditure to a subnational entity (Bakke & 

Wibbels, 2006; Hechter, 2004). This argument from fiscal decentralization literature, can be 

valid for the successful implementation of territorial power sharing tasks.  

This approach has three components: allocated responsibilities on expenditure, 

revenues sources, and subnational borrowing. First, this approach entails that sub-state 

government is in charge of the allocation of expenditure to some extent rather than merely 

carrying out the decisions of the central government on spending (Yilmaz & Ebel, 2002). 

Sub-state entity’ competence in expenditure can be more consistent with local priorities 

because the local actors have better acknowledged and are accountable to the preferences and 

the needs of their local constituencies (Bakke & Wibbels, 2006).  

Second, for the performance of the whole potential of territorial power sharing and 

implementation of decision-making in political and administrative level, an adequate level of 

revenues on the regional level is critical. The source of revenues for the subnational 

government can be derived from several sources: non-tax revenue resource revenue sharing 

such as oil and gas, own tax revenues, intergovernmental transfers and borrowing from 

financial markets. Equally important is that there should be a balance between the devolved 

responsibilities (as education and language and other local preferences) and the adequacy of 

revenues. The logic behind the fiscal decentralization for federal states can be applied in post-

conflict settings, where the importance of sufficient level of revenues is doubled in the 

presence of economic devastation due to the civil war. 

 

Oil and gas revenue sharing  

While a lot said about how the resources can promote and facilitate an armed conflict, 

a few studies examine how the decentralization of natural resource revenues can contribute to 

the termination of conflict and durable peace. Research on territorial power sharing mostly 

focus on the political aspects of such arrangements while neglecting the economic 

dimensions. Interestingly, the economic aspects of the disputes are more conducive to a 

settlement than politica aspects, because it's dividable rather that incompatible in nature 



	 20	

(Wennmann, 2012).   

The most decentralized methods of resource revenue sharing are (1) collecting tax 

directly on the resource industry by the regional government and (2) direct transfers of natural 

resource revenues from central government to the region that generates revenues by an agreed 

formula (Ross et al., 2012). Such formula defines the percentage of revenue share allocated 

between the central and regional governments. According to Ross et al. (2012), although the 

most decentralized approach of resource revenue may have an economic disadvantage in the 

context of lack of capacity of local institutions in the post-conflict period, it may have a 

political advantage compared to the centralized approach.  

This political advantage entails that, in the context of distrust and suspicion by the 

regional minority toward the central government in the post-conflict setting, the 

decentralization of resource revenues can play a positive role in the relationship between 

subnational entity and the central government. Firstly, decentralization of revenues to the  

producing regions can weaken actual or perceived horizontal inequalities related to the natural 

resource allocation (Ross et al., 2012). To clarify, the revenues from high value resources can 

contribute to the revival of the economy, create opportunities for employment, increase the 

income of the former combatants and the local population, hence build confidence between 

the central government and the subnational entity (Ross et al., 2012; Wennmann, 2012). 

Additionally, the revenue sharing can address the greed of the warring parties and restrain 

using such resources to sustain the armed conflict, through creating the peace dividends for 

the belligerents and its constituencies that surpass the benefits of war and also increase the 

cost to return to conflict  (Wennmann, 2012). To put it differently, decentralization of 

resource revenues to the resource generating provinces through addressing the claims of 

control and ownership, can appease the secessionist aspirations of the leadership of rebel 

group and a population of the region alike.  

 

Own tax revenue, inter-governmental transfers, and borrowing  

The other sources of revenue in decentralized countries for the subnational unities are 

derived from locally raised taxes and levies, and intergovernmental transfers by the central 

government to the subnational entity. Locally raised taxes (immobile unties, etc.) generally 

cannot cover the expenditures assignments of the regional government. In developing 

countries there can be an inconsistency between the expenditure assignment of subnational 

government and its tax raising capability (Bahl, 2000). In my opinion, this especially may be 

true in the post-conflict settings where tax collecting power and administrative institutions are 
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weak or lacking in the regional level. Thus, the tax assignment of the subnational entity must 

be supplemented by the intergovernmental transfers to address the mismatch between the 

expenditure responsibilities of subnational government and access to the revenues (Bahl, 

2000; Oates, 1999). Intergovernmental transfers (grants, shared taxes, subsidies, and 

subventions) are a major source of revenue for the subnational governments (Bahl, 2000; 

Oates, 1999).   

Subnational borrowing, which refers to the subnational governments’ access to the 

financial markets, is another source of revenue in developing countries, which allows the 

covering of expenditure commitments of the lower levels of governance. Access to the 

financial markets (national and foreign markets, directly or indirectly) allows the subnational 

government  to make investments in huge infrastructure projects which produces the long 

term benefits yet requires a lot of financing that locally raised tax revenues and 

intergovernmental transfers can not cover (Liu & Waibel, 2008). In my opinion, in the post-

conflict settings, the borrowing capacity of the autonomy regimes has particular importance in 

the context of damaged infrastructure that must be reconstructed or built. 

 

 

  

 
 

 

Figure 1: Economic decentralization 
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3.3 Loyalty within the rebel network1  
	
Rebel groups are based on explicit or implicit bargaining among its followers and 

allocation of the economic benefits may determine the robustness of the bargain. Zahar (2006) 

maintains that the parties that agree to the negotiated settlement do that out of expectation to 

maximize their dividends and hence, the government can obtain the loyalty of the rebel group 

to the peace deal through the providing such gains. Nevertheless, the peace dividends that are 

relevant for the loyalty of the rebel group to the peace deal with the government may be just 

as important for the loyalty within the rebel network. The rebel groups are usually grounded 

on loyalty evolved between the political leadership and military chief/combatants in the 

course of the conflict (Haaß & Ottmann, 2015). Rebel leadership needs to nurture these 

wartime organizations in order to be able to secure their posts as ruling authorities when the 

conflict has terminated and access to state resources allows them to accomplish this.  

In this context, I argue that the benefits drawn from the relatively high level of 

economic decentralization allows the rebel group to sustain its support base among its key 

constituencies in the post-civil war settings. In contrast, the economic hardships derived from 

the relatively low level of economic decentralization undermines the bargains forged within 

the rebel group network, and create incentives for the different factions or individuals to 

withdraw from the bargain.  

Peace agreements are elite pacts and included parties have personal stakes in the peace 

agreement (Zahar, 2006). The critical factor for survival of the autonomy regimes under the 

rule of the rebel group is the continuing loyalty of the political and military elite segment of 

the rebel group – powerful individuals and factions who manage and control the apparatus of 

the rebel network. Lower level of economic decentralization by reducing the ability of the 

rebel leadership to deliver the material benefits can impact the loyalty within the political-

military elite segment. 

Disloyalty can also be generated from the former combatants and followers which are 

the major recruitment source of any rebel group. During civil wars the rebel leaderships rely 

on the material rewards to win the loyalty of its followers and divert its followers from 

defecting to the rival armed groups or to the government. However, the absence of the 

																																																								
1 In developing this part of the theory I drew insights from the article by Haggard & Kaufman (1997) which 
analyze the impact of economic crisis on the change in the authoritarian regimes.  I apply the logic of the study 
in terms of relationship between the authoritarian regimes and their support groups to the relationship within the 
rebel networks in the post conflict settings.  
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resources in peace time clearly weakens the ability of the rebel group to do so. Not addressing 

the economic grievances of such groups like employment, material benefits, and housing can 

lead to the withdrawal of support from the rebel group. While improvement of the living 

standards of the followers can buy their compliance.  

In contrast, where a rebel group has sufficient access to the economic resources as a 

result of higher level of economic decentralization, it is more likely that the group can 

maintain a support network among the key segments during peace time. This support allows 

the rebel group to maintain its political dominance in the subnational level, through 

privileging its allies, while restricting its rivals’ freedom of action. Economic performance 

affects the preferences of the different factions and individuals within the rebel group. If the 

subnational government under the rebel leadership has sufficient economic resources the rebel 

leaders will enjoy more leverage and wider support, and less defection within its network.  

 

3.4 Spoiling decision 
	
Intra-party dynamics can be as important in the success or failure of the peace process 

as an inter-party relationship. In fact, rebel groups are not unitary actors but rather are 

composed of different factions and individuals with divergent motivations and cost and 

benefit calculations (Nilsson & Söderberg Kovacs, 2011). Intra party dynamics within an 

armed group can be determinative to the decision of the group to spoil or remain committed to 

the peace agreement with the government (Nilsson & Söderberg Kovacs, 2011).  

 

Who are the spoilers? 

In his well known work Stedman defines spoilers as the “…leaders and parties who 

believe the emerging peace threatens their power, world view, and interests and who use 

violence to undermine attempts to achieve it.” (1997, p. 5). Spoilers have the following 

characteristics:  

Ø Spoilers can emerge among major warring parties, both state and non state 

character (Stedman, 1997). Non state spoilers is defined as the rebel groups, 

factions inside these groups and breakaway factions, while spoilers on state side 

defined as the political leadership, paramilitaries, and the military (Nilsson & 

Söderberg Kovacs, 2011).  

Ø Along with having a stake in armed conflict and its outcome, spoilers have 

willingness and capability to use violence to achieve their goals (Nilsson & 
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Söderberg Kovacs, 2011).  

Ø Spoilers exist when there is a peace agreement to spoil, either in the form of a 

signed peace agreement or when ‘‘at least two warring parties have committed 

themselves publicly to a pact’’ not peace processes in general (Stedman, 1997).  

Ø The actors may be motivated to spoil with different outcome in mind: reshape the 

peace process in different ways or derail the whole process (Nilsson & Söderberg 

Kovacs, 2011; Stedman, 1997; Zahar, 2003).  

Ø Locus of spoiler behaviour can be found either among leadership or among 

followers of an armed group (Stedman, 1997).  

Ø Spoilers also can be found outside or inside of the peace process, insider spoilers, 

that is the focus of this thesis, are the parties that sign the peace agreement but 

renege on their commitments in the implementation phase.  

 
Figure 2: Causal explanation 

Opportunity structure and cost-benefits calculations  

Intraparty dynamics of the rebel group may function as a political opportunity 

structure facilitating or constraining the spoiling behaviour of the rebel groups. According to 
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costly.  Nevertheless, the reaction of the key actors within domestic audience may function as 

a constraint or motivator for spoiling. If the key constituencies of the rebel group mentioned 

above do not find peace beneficial, the  rebel group incumbent leaders’ further commitment to 

peace can put its political survival at stake (Zahar, 2003, 2010). In the context of unbeneficial 

peace that leads to losing political dominance and undermines the legitimacy of the rebel 

group within its network, there is not a constraint on spoiling for the rebel group. The leaders 

of the rebel group may evaluate that remaining in peace is costlier and returning to war is 

more beneficial for regaining its legitimacy. To put it differently, if the peace dividends do 

not arrive that could enable the rebel group to sustain its network in peace time, it may decide 

to spoil. Through violence the rebel group might expect to increase its bargaining power 

against the government in order to be able to renegotiate more favourable terms of the 

agreement or it may use violence to spoil the whole peace process.  

In contrast, if the rebel group’s key strategic constituencies mentioned above considers 

peace beneficial, it constrains the rebel group’s incumbent leadership from spoiler violence. 

Distributed benefits and entitlements, increases the political dominance and the legitimacy of 

the rebel group during peace time and hence the benefits of peace that exceeds the costs of 

fighting, subsequently discoursing spoiling.  

I argue that the internal dynamics within a single rebel group impacts its bargain with 

the government. Internal objectives of the different factions within a rebel group and success 

or failure to achieve these objectives can impact the external conflict goals of the rebel group 

and its decision to remain loyal or spoil the peace agreement with the government.  

 

Stemmed from above mentioned arguments my hypothesis is as following: 

Hypothesis: a resumption of post-civil war violence is less likely following territorial 

power sharing arrangements in cases where a relatively high level of economic 

decentralization is provided for a subnational entity.  
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4. RESEARCH DESIGN  
	
In the previous section it was argued that the success of territorial power sharing in the post-

civil war settings depends on the decentralization of economic resources and responsibilities 

for the implementation tasks. This section summarizes the research design which is utilized 

for the application of the theoretical framework on the empirical data.  This study uses the 

method of structured, focused comparison of the most similar cases of territorial power 

sharing in Aceh-Indonesia and Mindanao-the Philippines. Such design allows to analyse how 

the high level of economic decentralization (independent variable) as a critical component of 

territorial power sharing arrangements decreases violence in the post conflict settings 

(dependent variable) through ensuring intraparty loyalty (causal mechanism). This section 

starts with the presentation of the method and criteria for the case selection, followed by time 

frame and data sources, the operationalization of the theoretical framework, and concluding 

with the structure of the analysis.  

 

4.1 Method of Structured, Focused Comparison  
	
This thesis applies the method of structured, focused comparison in order to test the 

hypothesis on the significance of the high level of economic decentralization in reducing the 

post-civil war violence through empirical examples. The structured nature of the method is 

provided through general questions that guides the collection of comparable empirical data for 

evaluating the key variables in both cases (George & Bennett, 2005). Focused nature of the 

method is assured through limiting the research to a specific aspect of the cases (George and 

Bennett 2005). The advantage of the method is that it allows to collect material and analyse 

each case based on the research goal and the theoretical framework in comparative manner.  

Comparative case study design serves several research objectives of this thesis. 

Firstly, the research objective of this thesis - explaining the variation in outcome of the 

territorial power sharing arrangements – can be addressed through a comparative design 

which requires variation in one of the variables of the interest. Secondly, a qualitative 

comparison also allows to have multiple dimensions for the measurement of the variables. 

Such measurement contributes to the development of nuanced discussion on the implications 

of the variables, in contrast to the quantitative measures that eliminates some part of 

information on the variables producing more generalized analysis (George & Bennett, 2005).  
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4.2 Case Selection 
	

Selection of cases is critical element of the studies with research design that employs a small 

sample of cases. Since random selection of cases is not suitable for a such research design, it 

requires intentional selection of the cases which is based on the research objectives (King, 

Keohane, & Verba, 1994; Seawright & Gerring, 2008). Intentional selection of cases, in 

particular, on the dependent variable can produce selection bias which occurs when the results 

of the study are derived from the casual inferences that suffer from systematic error (D. 

Collier & Mahoney, 1996, p. 59). Thus, two important criteria that help to avoid the selection 

bias are applied. First, the case selection is based on broad variation range in the value of the 

dependent variable. Two cases of territorial power sharing arrangements one of which 

experienced relatively high level of violence while the other experienced relatively low level 

of violence following termination of civil war, are compared. Second aspect is comparability, 

which means that the selection of cases are based on the similarities on many aspects as 

possible. This feature allows to hold the contextual factors constant that might otherwise 

influence the inferred conclusions of the study (Höglund, 2011, p. 116). Thus, this study 

applies most similar method of case selection, choosing the cases that differ on the dependent 

variable, but similar in all other aspects (Gerring, 2006, p. 131).   

 

 X1 X2 Y 

Case A ? 0 1 

Case B ? 0 0 

 

Table 1: Most similar analysis research design (Gerring 2006, 132) 

	
Two criteria mentioned above, broad range variation on the dependent variable but 

similarities on other aspects, guided the selection of the following cases: Aceh  in Indonesia 

and Mindanao in the Philippines. These two cases share many historical, regional, socio-

economical and political factors that are similar, yet they differ in the level of violence 

following the signing peace deal on territorial power sharing. The criteria of broad variation 

on the dependent variable is provided through comparing Aceh, which following the peace 

accord in 2005 experienced relatively low level of violence, while Mindanao, following the 

peace agreement in 1996 display relatively high level of violence. Regarding comparability, 
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Aceh and Mindanao have similarities in many background conditions, that allows to hold the 

contextual factors constant that might otherwise yield alternative explanation for the outcome. 

First, historically both the Philippines and Indonesia were part of the colonies, the 

former was under rule of Spain and US and while the later was under the rule of Dutch and 

Japan.  The provinces of Mindanao and Aceh within their respective countries were known 

for history of high resistance to the colonialists and with strong Islamic identity (Muslim & 

Cagoco-Guiam, 1999; Robinson, 1998).  Second, socio-economic and political grievances in 

the provinces were similar. Both Mindanao and Aceh provinces are rich in the natural 

resources, especially in oil and gas, yet they were suffering from unfair distribution of the 

resource revenues and were among the most underdeveloped regions of their respective 

countries (UCDP, 2015). Additionally, the influx of landless Christians migrants in Muslim 

dominated Mindanao in 1960’s, and the migrant workers with “non Islamic behaviour” into 

conservative Aceh in 1970’s were encouraged by their corresponding governments  (Muslim 

& Cagoco-Guiam, 1999; Robinson,1998). Such influx lead to the discontent of the 

marginalized local population and social conflict with the new comers. The grievances of the 

local population in these provinces were doubled by repression of the government military. 

Third, both cases experienced a protracted civil war among the government army and the 

rebel groups over the control of territory.  The declaration of incompatibility dates back to 

1976 in Aceh and to 1968 in Mindanao. Furthermore, the cycle of peace negotiations by the 

international mediators were resulted in the peace agreements on territorial power sharing 

arrangement in both cases. Therefore, in regard to the generalizability, I presume that the 

causal interpretations derived from this study is representative of the countries that introduced 

territorial power sharing arrangements as a result of civil war over territorial incompatibility.  

However, the selected cases are not totally the same, and have an important difference 

that needs to be emphasized in regard to the potential challenges of comparison. The 

difference between the cases is the time of signature of the peace agreements. This study 

compares the peace agreement on Aceh that was signed in 2005 with the peace agreement on 

Mindanao that was signed in 1996. It should be noted that, 1996 peace agreement is not the 

most recent peace agreement on Mindanao. The most recent one that also includes new 

territorial power sharing arrangement on Mindanao was signed in 2014. However, for 

pragmatic reasons, this thesis focuses on the previous peace agreement rather than the latest. 

Since the new agreement has not yet entered into the implementation phase, there is not a 

ground for making arguments about it. Because  implementation of the peace agreement is 

time consuming process, making conclusions on that before five years passed runs “the risk of 
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missing genuine efforts on the part of former adversaries’ genuine efforts to follow through 

on settlement commitments” (C. A. Hartzell & Hoddie, 2007, p. 99). 

 

4.3 Time Frame and Data Sources 
	

The evaluation of independent variable - economic decentralization starts with the signature 

of peace agreement. The level of observable implications of post-civil war violence will be 

evaluated during a five-year period. A five-year period was established as a threshold for 

evaluation the success or the failure of peace agreement by the previous studies on the ground 

that that if peace survives five year period, likelihood of the resumption of fighting decreases 

critically (C. Hartzell, Hoddie, & Rothchild, 2001; Walter, 1997).  

This thesis makes use of secondary sources in order to evaluate the variables of the 

interest and test the hypothesis. These secondary sources include reports by non governmental 

organizations, research institutions, international organizations as well as the articles, books 

dedicated to the topic within the previous research.  The assessment of the level of violence in 

Aceh and Mindanao following the peace agreement on territorial power sharing is done 

through Uppsala Conflict Data Program (2015).  Because UCDP provides information on 

battle-related deaths in the government-rebel dyads it allows to differentiate the violence by 

the rebel group that signed the peace agreement from other rebel groups that have not. The 

Sources for evaluation of economic decentralization is twofold. First, I look at the legal 

framework of economic decentralization in the peace agreement and in the national law. 

Second, some statistical facts and evaluation of economic decentralization in practice 

provided by reports of World Bank and other forms of research are used. For overcoming 

source bias, a priority in collecting data is given to multiple credible sources and if feasible 

triangulation of the information is provided.   

 

4.4 Operationalization of the Theoretical Framework 
	

In order to test the hypothesis of this thesis brought forward in the previous section, the 

conceptualized definitions of the economic decentralization and the post-civil war violence 

needs to be operationalized. Therefore, this section introduces a set of indicators that allow to 

observe the implications of the independent and the dependent variables, as well as a set of 

general questions that will guide the empirical analysis.  
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Independent variable: Economic decentralization  

Economic decentralization has two main dimensions as indicated in the theory section:  

allocation of the expenditure responsibilities and revenue sources. A number of indicators are 

identified which will enable to observe the extent of implications of the economic 

decentralization in each case. Such type of the operationalization contrary to the dummy 

variables will allow to elaborate on the value of the independent variable. 

Main indicators for the high level of economic decentralization: 

Ø Expenditure assignment in the allocation of revenues 

Ø Oil and gas revenue sharing   

Ø Intergovernmental transfers 

Ø Own source revenue  

Ø Tax revenue sharing 

Ø Borrowing from financial markets  

In accordance with the indicators, the following general questions will be addressed to each 

case: 

Ø To what extent the criteria for devolved expenditure assignment and revenue 

sources are addressed in the peace agreement?  

Ø To what extent the criteria for devolved expenditure assignment and revenue 

sources are addressed in the national law?  

Ø To what extent the effect of economic decentralization on the subnational level -  

an increase in revenue flow from the above mentioned sources were visible in the 

statistics?  

Ø To what extent the effect of the economic decentralization on the subnational level 

-  an increase in the spending managed by the subnational government vis-à-vis the 

spending managed by the central government - was visible in the statistics?  

Ø Does the devolved responsibilities to the subnational government corresponds with 

the allocated revenue sources and the expenditure assignment?  

 

Main indicators for the resumption of the post-civil war violence 

Ø Resumption of intrastate armed conflict 

Ø Sporadic or periodic localized armed clashes falling short of an armed conflict 

 

The indicators for reduction or increase in violence between the adversaries in the post 

conflict setting is twofold. Firstly, a dummy variable is applied which requires yes or no 
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answers. Armed clashes between between the central government army and the rebel group 

that generates at least 25 battle-related deaths in one calendar year is adopted as an indicator 

for the reoccurrence of intrastate armed conflict and derail of peace (UCDP). Otherwise peace 

is considered relatively sustained for the whole time frame. Threshold of 25 battle-related 

deaths is a solid indicator for the success or the failure of the peace because of making it 

convenient to arrive at an initial evaluative conclusion on the variation in the dependent 

variable.  

However, an intrastate conflict is not a perfect measure of violence, in particular for a 

qualitative study since it excludes the other levels of violence. Additionally, the dummy 

variables have some disadvantages in explaining the post conflict violence comprehensively.  

That is why an additional indicator is required to supplement the modest information provided 

by the dummy variable of an intrastate armed conflict. An indicator of localized armed 

clashes between the rebels and the government militia allow a more nuanced discussion on 

the dependent variable and conducive to the goals of the qualitative study. Such clashes 

include the occurrence of sporadic or periodic violent riots by the members of the rebel group 

against the government militia, or the military campaigns of the government militia against 

the rebel members, which fall short of a civil war, yet involve killings.  Such indicator allows 

to observe not only the lower dimensions of violence that do not reach the level of an 

intrastate armed conflict, but also the frequency and the prevalence of the violent behaviour 

by either of sides in the post conflict period. 

Such multiple dimension of violence allows to observe the different levels of success 

or failure of the economic decentralization in mitigating armed violence in the post conflict 

period. If across all dimensions violence is constrained, it is denoting information on the high 

effectiveness and success of the economic decentralization, while the alternative is failure. 

However, even if violence constrained on a large scale (reaching 25 battle-related deaths), but 

still is present on the lower level (minor clashes) it can be a warning sign of the dangers of 

escalation if not dealt timely and properly.  This means that peace should not be taken for 

granted. 

In accordance with the indicators, the following general questions will be addressed to each 

case: 

Ø How high and frequent is post conflict violence between the rebel group and 

the government that signed the peace agreement?  

• Did the battle-related deaths reached 25 following the peace agreement during five 

years? 
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• Were sporadic or periodic localized armed clashed occurring between the rebels and 

the government militia that fell short of an intrastate armed conflict? 

 

4.5 Structure of Empirical Analysis  
	

The empirical analysis of this thesis is divided into three sections and based on an identical 

structure. First two sections present the collected data and separately analyse the cases. A 

short background information on the civil war and the peace negotiations that lead to the 

agreement precedes each case analysis. In order to guarantee comparability presentation of 

the findings on the value of economic decentralization and the level of violence in each case 

are guided by the general questions and the indicators that are derived from the theoretical 

framework of this study. After presentation of the empirical findings individually on each 

case, the third section on the comparative case analysis follows.  It starts with a case by case 

analysis, which examines if a correlation exists between the economic decentralization and 

the level of post-civil war violence in each case. Between cases comparison that follows 

evaluates whether presented empirical evidence supports the hypothesis and discusses the 

extent of explanatory power of the theoretical arguments. Another section extends the 

empirical analysis beyond the major arguments of this thesis and presents alternative 

explanations derived from the previous scholarship, as well as case specific additional 

observations that are not theoretically backed. This section serves to find out the 

supplementary factors that could potentially account for the variation in the level of violence.  

Final sub section, indicates the limitations of the study in regard to the theoretical framework, 

the research design and the empirics.   

 

 

 

 

 

 

 

 

 

 

 



	 33	

5. ACEH IN INDONESIA   
	
5.1 Background of the conflict   
	
 Aceh is situated on the northern edge of the Sumatra island of the Indonesian 

archipelago and it consists of 4 million population out of Indonesia’s total population of 179 

million (Akebo, 2013).   The recent history of the conflict between the Government of 

Indonesia (GoI) and Acehnese dates back to 1976 when GAM (Gerakan Aceh Merdeka/Free 

Aceh Movement) was founded and declared its goal for full independence from Indonesia 

(Akebo, 2013; Robinson, 1998). Political, religious and economical marginalization under the 

authoritarian rule of Suharto regime sparked a lot of sympathy for GAM among Acehnese. In 

the following years the tensions between GoI and GAM escalated into an armed conflict. An 

extensive counterinsurgency campaign by GoI against GAM was accompanied with wide 

spread human rights abuses affecting many Acehnese civilians, thus reinforcing the 

resentment among the provincial people against the government.  

 In 1998 the fall of Suharto’s regime and the introduction of democratic reforms created 

favourable conditions for the initiation of the peace negotiations between GAM and GoI. The 

negotiations by the mediation of the Centre for Humanitarian Dialogue, a NGO based in 

Switzerland, produced two ceasefire agreements, a “Joint Understanding on Humanitarian 

Pause for Aceh” in may 2000 and Cessation of Hostilities Framework Agreement in 

December 2002 (Akebo, 2013; Aspinall, 2005). However, neither of the agreements could not 

endure and were followed by a renewed military offensive of GoI against GAM.  

In the context of humanitarian crisis as a result of devastating tsunami in Aceh in 2004 

and the political changes that took place within GoI, a new peace process commenced in the 

very beginning of 2005. The peace talks by the mediation of the former Finnish president 

Marti Ahtisaari, resulted in the signing of Memorandum of Understanding (MoU) between 

GAM and GoI on 15th in August in Helsinki (Akebo, 2013; Aspinall, 2005).  MoU, unlike the 

previous agreements that mainly focused on the cessation of the hostilities, is a 

comprehensive peace agreement containing political, economical and security arrangements 

for Aceh.  

 

5.2 Economic decentralization 
	

Legal framework: devolved powers and functions  

The peace agreement empowers Aceh with political powers exercised by provincial 
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legislative and executive institutions. It also grants Aceh authority in all spheres of the public 

sector except “foreign affairs, external defence, national security, monetary and fiscal matters, 

justice and freedom of religion” which rests within the competence of GoI (Memorandum of 

Understanding, Point 1.1.2a). MoU contains the provisions on the fiscal autonomy of the 

region, such as raising own taxes, borrowing from external financial markets, and retaining 70 

percent of the revenues from the oil and gas resources.  The peace agreement was ratified 

through the Law on the Governing of Aceh (LoGA) in 2006, which broadly affirms the 

provisions of MoU, while deviating from it in several aspects (May, 2008).  

 

Oil and gas resources: revenue sharing and management 

MoU allows Aceh to retain 70 percent of the revenues derived from oil and gas 

resources within the territory of Aceh and in the territorial waters around Aceh (MoU, Point 

1.3.4). Aceh along with a standard national allocation of 15 percent from oil and 30 percent 

from gas revenues, receives an additional share of 55 percent from oil and 40 percent from 

gas revenues (LoGA, Article 181). That is to say Aceh in total receives 70 percent of the 

revenues from the oil and gas resources produced in its territory, while in national level the 

other regions in Indonesia (except Papua) only receive standard share of 15 percent from oil 

and 30 percent from gas revenues.  

The central government were allocating the funds from the additional oil and gas 

revenues according to a specific allocation formula. Aceh was required to spend 30 percent of 

its additional revenues from oil and gas on education, the remaining 70 percent on the 

development programs  (LoGA, Article 182). Nevertheless, the authority for management of 

these revenues remained with the Aceh government and was regulated by a regional law. 

LoGA does not perfectly reflect MoU, deviating from it in several aspects. One of the 

deviations concern the administration of the oil and gas revenues which caused the 

dissatisfaction of GAM.  The provision of MoU that stipulates that Aceh can “retain” 70 

percent of the oil and gas revenues produced within its territory, was interpreted by GAM as 

the subnational government’s administration over these revenues. Nonetheless, under LoGA 

the Finance Ministry in Jakarta retained the responsibility for collecting and reallocating the 

revenues (Miller, 2009, p. 178). Thus, all oil and gas revenues produced in Aceh were 

collected by the central government and went through existing national regulations before 

being transferred to Aceh (Crisis Management Initiative, 2012). GAM considered this 

provision of LoGA as a violation of MoU, and voiced its concerns regarding the lack of 

transparency that such an administration from centre can cause (Miller, 2009, p. 178). LoGA 
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tried to accommodate the issue regarding the transparency in collection and distribution of the 

revenues obtained in Aceh through allowing Aceh government to hire an independent auditor 

appointed by Finance Audit Agency (Article 194).  Yet according to Miller (2009, p. 178) this 

institution’s ability to designate skilled auditors that could verify the  transfer of funds to 

Aceh is doubtful, considering its previous failures to examine properly the cases of 

corruption.  

The management of oil and gas resources in Aceh is a joint responsibility of the 

Government of Aceh and the central government ( LoGA, Article 160).  Notably, Aceh is 

only producing region in Indonesia that shares the responsibility with the central government 

over the oil and gas resource management, whereas in the other producing regions the right of 

management over such resources remains solely with the central government (Crisis 

Management Initiative, 2012). Thereby, the consent of both Aceh government and the central 

government to the content of the cooperation contract with any party that want to carry out 

“exploration and exploitation in the framework of oil and gas management”  is required 

(LoGA, Article 160).  

Additionally, Aceh’s budget was reflecting the revenue flow from additional oil and 

gas revenues despite its eventual decrease following the peace agreement. The revenues of 

Aceh from oil and gas were decreasing because of the depletion of the oil and gas reserves in 

the province (The World Bank, 2008). Decline of revenues from oil and gas was reflected 

both in the amount of the revenues and its proportion in total revenue received by Aceh. 

According to the World Bank (2008), the amount of oil and gas revenues received by Aceh 

declined to half from 2006 to 2008. Notwithstanding, oil and gas revenue sharing (as part of 

non-tax revenue) still was making up around 80 percent of total revenue sharing (tax and non-

tax) for Aceh.   

Despite the shortcomings due to deviation of LoGA, the natural resource provisions of 

MoU were mostly implemented. Aceh was provided with a greater access to the oil and gas 

revenues and management over the resources, which responds to the historical claims of 

Acehnese about the ownership of resources produced in the region and the resentment 

regarding the unfair resource revenue distribution.  

 

Special Autonomy Fund and General Allocation Fund 

Decline in the revenues stemming from the oil and gas resources was compensated by  

introduction of  Special Autonomy Fund (SAF) which provides Aceh with an additional 2 

percent transfer from General Allocations Fund (DAU) for 15 years and 1 percent for another 
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5 years (LoGA, Article 183).  It should be noted that, DAU is the largest intergovernmental 

transfer to the administrative regions of Indonesia equal to 1 percent, including Aceh (around 

40 percent of total revenue in 2008) and it is aimed to achieve fiscal equality among the 

regions (Agustina, Ahmad, Nugroho, & Siagian, 2012; The World Bank, 2008). Aceh along 

with a regular 1 percent of DAU intended for all regions in Indonesia, receives additional 2 

percent of DAU within SAF following the peace agreement. With the introduction of SAF,  

Indonesian government’s transfers to Aceh increased from Rp 11.6 trillion in 2007 to Rp 16 

trillion in 2008, which substantially contributed to increase of Aceh’s total revenue (The 

World Bank, 2008). Aceh Regional Government had full fiscal autonomy over SAF. The 

responsibility for administration, allocation, and implementation of the funds stemmed from 

SAF remained with the government of Aceh (LoGA, Article 183, The World Bank, 2008) .  

 

Own source revenue, tax revenue sharing and borrowing  

MoU allowed Aceh to set and levy taxes in order to be able to finance its domestic 

activities (MoU, Point 1.3.2). The LoGA affirmed this provision, but conditioned Aceh to 

follow the existing national laws and regulations in setting rates and raising taxes. Despite this 

limitation, as a matter of fact, Aceh’s revenue from the locally raised taxes (own source 

revenue) substantially increased following the peace agreement in 2005 (The World Bank, 

2008). Own source revenue increased more than twice in 2006, and kept increasing during 

2007 and 2008 making a significant contribution to the revenue source of Aceh (ibid).  Its 

rising contribution was explained by the increase in locally raised taxes (vehicle and fuel tax).   

Similarly, the tax revenue sharing increased for three times in 2008 following the peace 

agreement in comparison to 2002 (from Rp 304 billion to Rp 824) (The World Bank, 2008). 

Although its portion in the total revenue of Aceh was still relatively low, its contribution to 

the total revenue of Aceh significantly increased in 2008 in comparison to the period before 

the peace agreement.  This grow in tax revenue sharing occurred because of increase in land 

and building taxes which in turn was the result of the reconstruction projects that contributed 

to the expansion of the tax base in Aceh.  

Moreover, MoU authorized Aceh to borrow from the external financial markets 

(MoU, Point 1.3.1). The LoGA conditioned Aceh’s access to the external financial markets 

with the  consent of the Minister of Finance and the review of the Minister of Domestic 

Affair, thus constraining Aceh’s entitlement and deviating from MoU (Crisis Management 

Initiative, 2012, “LoGA,” 2006 Article 186).  
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Match between the devolved responsibilities and availability of the revenues  

Although the peace agreement on Aceh was not elaborative and sometimes was 

ambiguous that accounted for the different interpretations of economic provisions, it 

contained the important aspects of economic decentralization. LoGA, despite its numerous 

shortcomings due to diluting MoU’s stipulations, reflected the key elements of MoU in terms 

of economic decentralization. It created a substantial revenue source from oil and gas 

resources, own tax revenue, and external borrowing for Aceh. In fact, all sources of revenue 

in Aceh (SAF, DAU, own source, tax revenue) was increasing, except for the revenues from 

oil and gas due to the decline in production. This increase was expected to continue in the 

coming years owing to the revenues from SAF. Increasing revenues from SAF also 

reimbursed for the decline of revenues from the oil and gas resources. Aceh was also 

empowered with management authority over the funds that made up the large portion of its 

total revenues. Expenditure managed by Aceh Regional Government increased twice in real 

terms in 2007 in comparison with 2005 expenditure scales (The World Bank, 2008).  In short, 

following the peace agreement Aceh was provided with a reliable revenue source and an 

adequate authority for the management of its finances.  

 

5.3 Post-civil war violence  
	
Accomplishment of MoU made a remarkable shift from the armed conflict to peace in 

Aceh.  The outcome was impressive not just because it successfully terminated the protracted 

armed conflict of 30 years, but also because it did not repeat the fate of previously failed 

peace attempts.  Despite the anticipated risks of the violence at the different phases of the 

peace process, the return to the civil war did not occur and peace was generally durable 

throughout the period under observation, except minor confrontations. In fact, in comparison 

with 210 battle-related deaths reported in 2005, before the signing of the peace accord, only a 

few battle related deaths were reported following the peace agreement during five years of the 

observation period (UCDP, 2015). 

On the negative side, the distrust between the parties continued to remain high 

throughout the observation period. Feasibility of violence by either of the parties, or their 

factions that could resist the  decision of their leadership was anticipated by some observers 

(Akebo, 2013, p. 129; Jones, 2008). Former GAM members were suspicious of Indonesian 

government’s intentions to stigmatize GAM and mainly two events produced such 

perceptions.  First, the deviation of LoGA from MoU in several aspects was considered by 
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GAM as a serious violation of MoU (International Crisis Group, 2007; Jones, 2008).  Second, 

Indonesian intelligence services’ alleged involvement in the campaign for further division of 

Aceh into two provinces increased the suspicion of  GAM toward the central government 

(International Crisis Group, 2007, 2008).  

Likewise, Indonesian military was also distrustful of GAM’s ambitions and was 

assured that it did not give up its aspirations for full independence despite declared 

commitment to the peace agreement (International Crisis Group, 2009). Therefore, GAM 

affiliated party Partai Aceh’s victory in the regional elections both for executive (2006) and 

legislative (2009) bodies were perceived as a potential threat by the military. They were afraid 

that GAM will use the institutional means and the resources at its disposal for challenging 

Indonesian government in future. In particular the reports that GAM was keeping some 

weapons and was using GAM’s symbols,  as well as pro-independence rhetoric during the 

election campaigns by some candidates reinforced these fears of  Indonesian side 

(International Crisis Group, 2009).  

The mutual mistrust lead to several sporadic clashes between the parties. The most 

serious one since the peace agreement resulted in killing of five GAM members by an 

affiliated group of Indonesian military in early 2008 (International Crisis Group, 2008; Jones, 

2008). Nevertheless, it did not escalate further, since GAM decided not to revenge and the 

attackers were arrested by the police.  Additionally, the most of the violent incidents in Aceh 

during the observation period were not occurring along the lines of the prior conflict between 

GAM and the Indonesian Military. 

 More importantly, the fears of Indonesian side were found invalid by some 

international observers. A report by International Crisis Group (2009) maintained that GAM 

appeared highly committed to the peace agreement and that its members were using their 

political position for obtaining the peace dividends rather than seeking for full independence. 

Indeed, GAM members were benefiting from the economic opportunities that peace was 

providing and the degree of economic benefits that each member enjoyed were corresponding 

with the rank in the movement. (Aspinall, 2009).  In fact, GAM’s top military and political 

leadership were the biggest beneficiaries of the peace dividends and hence were developing 

stakes in the existing state of the affairs. Even economic opportunities did not satisfy all 

fighters equally, in general it was benefiting the most of the fighters somewhat. Besides,  

GAM’s overwhelming victory in the elections for governor in 2006 and for legislative body in 

2009 provided the group with political dominance and power in Aceh (International Crisis 

Group, 2011). That is why, since Aceh obtained the management over its own affairs, the 
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resumption of fighting was not in interests of the population including the most of the former 

fighters (International Crisis Group, 2009). As has been noted during the five years following 

the peace agreement, the armed conflict did not resume in Aceh. Few violent incidents that 

were recorded throughout this time could not derail the peace process.  
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6. MINDANAO IN THE PHILIPINES  
	
6.1 Background of the conflict  
	

Mindanao is the second largest island located in the southern part of the Philippines 

archipelago. The island is home to 16 million people of the Philippines’ total population of 82 

million (The Mindanao Peace Talks, 2005). Contemporary conflict between the government 

of the Philippines and Muslim population of the island, known as Moro, dates back to 1969’s 

when Moro National Liberation Front (MNLF) headed by Nur Misuari were founded and 

declared its goal for independence (Concepcion, Digal, Guiam, De La Rosa, & Stankovitch, 

2003; Muslim & Cagoco-Guiam, 1999). The resentment of Moro people toward the central 

government was derived from enduring political, socio-economical marginalization. The 

conflict escalated into an armed rebellion in 1972 triggered by the massacre of Muslims by 

the Philippines paramilitary groups, and the imposition of martial law in the region 

(Concepcion et al., 2003; Muslim & Cagoco-Guiam, 1999).  

The initial efforts to achieve peace in Mindanao was resulted with Tripoli peace 

agreement between MNLF and the central government brokered by Organization of the 

Islamic Conference (OIC) in 1976 (Bertrand, 2000; Concepcion et al., 2003; Muslim & 

Cagoco-Guiam, 1999). The agreement promised an establishment of territorial autonomy in 

13 provinces out of 23 provinces and in 9 cities in Mindanao. However, the accord soon failed 

because of different interpretation of the implementation process by the parties.  

In 1989, under the presidency of Corazon Aquino, a unilateral introduction of 

Autonomous Region of Muslim Mindanao (ARMM) was initiated with an enactment of a 

Republic Act 6734, also known as Organic Act for Muslim Mindanao (Mercado, 2011, p. 

121). In the plebiscite that followed out of 13 provinces and nine cities, only 4 voted for the 

inclusion in the autonomous entity. MNLF denounced the plebiscite and ARMM.  

Change in the political landscape toward increased democratic environment in the 

Philippines, with Fidel Ramos acceding to the presidency in 1992 brought a heavy focus on 

the conflict in Mindanao (Bertrand, 2000; Muslim & Cagoco-Guiam, 1999).  The negotiations 

mediated by OIC resulted in signing of a Final Peace Agreement (FPA) between the 

government of the Philippines and MNLF in September 1996. FPA introduced a two phase 

formula for the establishment of an autonomous region in Mindanao. In the first phase Special 

Zone of Peace and Development (SZOPAD) encompassing 14 provinces and 9 cities in 

Mindanao was established for a transition period of three years (Muslim, 1999). A transitional 

institution, the Southern Philippines Council for Peace and Development (SPCPD) chaired by 
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MNLF leader Nur Misuari was authorized to oversee the implementation of the socio–

economic development projects in SZOPAD (Bertrand, 2000; Muslim, 1999). Misuari was 

also elected as a governor of ARMM in the local elections through support of  the central 

government.  In the second phase, the agreement stipulated expanding the legislative, 

executive and administrative powers of the autonomous government and affirm new borders 

of the autonomous region through a plebiscite where the population of provinces within 

SZOPAD decide whether they want to be incorporated into the region. 

 

6.2 Economic decentralization  
Legal framework: devolved powers and functions  

MNLF under the leadership of Nur Misuari inherited the ARMM’s regional 

institutions with the existing political powers and functions. FPA states that in the first phase 

“the local government units in the area, including the ARMM, shall continue to exist and 

exercise their functions in accordance with existing laws” (FPA, Article 6).  This provision 

means that Nur Misuari who previously vigorously denounced ARMM, established by the 

Republic Act 6734 in 1989, accepted its legal framework at least for period of three years. 

Through the peace agreement the MNLF affirmed its adherence to the existing political 

institutions of the ARMM that were represented by a regionally elected governor and a 

regional assembly. ARMM Regional Government’s responsibilities encompassed among 

other issues education, health, social welfare, natural resource management, environmental 

protection, agriculture reforms and maintenance of public works (FPA). Foreign affairs, 

defence, monetary and fiscal policy and foreign trade were continuing to remain within the 

competence of the central government.  The ARMM Regional Government’s fiscal powers 

were consisted of revenue generation and expenditure assignments and the right to seek 

domestic and foreign loans (FPA).  

 

Oil and gas resources: revenue sharing and management 

FPA was not explicit about the management and revenue sharing in terms of oil and 

gas resources. Rather it states that ARMM Regional Government is entitled with “control and 

supervision over the exploration, exploitation, development, utilization and protection” of 

natural resources such as mineral and mines in the territory of the autonomy, except for the 

strategic minerals that will be defined afterwards (Article 146). Despite is ambiguity, the 

promise of control over the natural resources to the autonomous regime, was interpreted as an 

attempt of eventual creation of additional revenues vital for the survival of ARMM 
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(Organization of the Islamic Conference, 2006).  

The discussion over the definition of the strategic minerals did not occur as it was 

promised by the peace agreement. Rather the Philippines government decided over the 

definition unilaterally in 2001 by enacting Republic Act 9054, ratifing the peace agreement. 

According to the new law, the strategic minerals are defined as “uranium, petroleum, and 

other fossil fuels, mineral oils, all sources of potential energy, as well as national reserves and 

aquatic parks, forest and watershed reservations” and its jurisdiction remains with the central 

government (Republic Act 9054, Article 12, Section 5). To put it differently, the new law 

grants the ARMM Regional Government “the control and supervision over exploration, 

utilization, development, and protection” of the natural resources within its territory except 

for the strategic minerals (ibid). The new law kept almost untouched the provisions of the 

previous RA 6734 in terms of natural resource control. MNLF and OIC condemned the 

central government’s unilateral attempt to define the strategic minerals as a grave violation of 

the peace agreement, which were expected to be mutually defined (Organization of the 

Islamic Conference, 2006). Nonetheless, the new law introduced a revenue sharing formula 

for strategic resource revenues, dividing it equally between the ARMM Regional Government 

and national government, 50 percent to each.  Yet, neither during five years of the observation 

nor after it at least until 2005 the ARMM’s budget did not reflect a growing revenue flow 

from the use of natural resources (Peace Accords Matrix, 2015).  

 

Revenue generation: own source revenue and revenue sharing  

During the observation period between 1996 and 2001, the revenue generated in the 

ARMM was consisted of locally levied taxes (own source revenue), and the region’s share in 

national internal revenue tax (tax revenue sharing) over which ARMM Regional Government 

had fiscal authority  (Manasan & Chatterjee, 2003; Manasan & others, 2005; The World 

Bank, 2003). Regional government was authorized with creating its own source revenue 

through raising all kinds of taxes but income tax and customs duties. However, in reality the 

regional government was not sufficiently using its taxing authority entitled to it by the law. 

According to Manasan & Chatterjee (2003, p. 375), because the ARMM Regional 

Government was confident that the central government will straightly cover the expenses of 

its additional powers, it did not had an impetus to raise its own taxes, which in turn negatively 

impacted its expenditure decisions. Besides own tax revenue, the regional government of 

ARMM was receiving its share of national internal revenue tax generated in the region which 

was transferred to it as a block grant by the central government (Manasan & others, 2005; The 
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World Bank, 2003).  

 Revenue generated in the region - own source revenue and internal revenue tax - 

increased to PHP 175.7 million in 1997 following the peace agreement, in comparison to PHP 

41 million in 1996 (The World Bank, 2003). Between 1998-2001 years, the amount of the 

revenues from these two sources were between PHP 103 million and PHP 130 million. The 

greater part of regionally generated revenues derived from internal revenue tax sharing and 

only very negligible part came from the taxes directly raised by the ARMM. It means that tax 

mobilizing capacity of ARMM Regional Government was extremely weak.  

 ARMM Regional Government had fiscal autonomy over regionally generated 

resources, denoting that it was allowed to make decisions over the allocation and the spending 

of these revenues in accordance with its preferences (Manasan & others, 2005; The World 

Bank, 2003). However, these revenues together was making up around 4.8 percent of the total 

expenditure of the ARMM  Regional Government (The World Bank, 2003). This means that 

the regional government only had direct control over very small share of funds available to it,  

which was not enough to cover the costs of its broad expenditure assignments devolved by the 

central government. 

Such fiscal imbalance originated from the derivation principle that was applied in the 

calculation of the ARMM Regional Government’s share in the national taxes, rather a fixed 

formula (Manasan & others, 2005). It means that ARMM Regional Government was 

receiving the share of internal revenue tax that were in fact collected in the region. Because 

ARMM was an underdeveloped region its tax base was small in comparison to the national 

average in the Philippines, implying that its contribution to the national tax was small. The 

internal revenue tax share of the ARMM Regional Government was able to finance 

approximately 3 percent of the expenses of its devolved responsibilities (Manasan & 

Chatterjee, 2003, p. 372). Thus, internal revenue tax share that was based on the derivation 

principle, lead to a serious fiscal imbalance in the ARMM, because of mismatch between the 

devolved expenditure responsibilities and the revenue mobilization capacity of the regional 

government.  

ARMM was granted with power to borrow from domestic and foreign financial 

markets. While ARMM was allowed to borrow from domestic sources directly, it could only 

borrow from external financial markets within the scope of national laws and regulations 

(FPA, Article 135, 139).  
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Dependence on the national government annual budgetary transfers  

The main part of the expenses of the ARMM Regional Government were financed 

through the central government’s annually appropriated budgetary transfers. These transfers 

that were intended to finance the expenditures of administration and public services under the 

mandate of the regional government, highly surpassed the revenues generated by the region 

itself.  In 1998, the national government’s budgetary transfers to the ARMM Regional 

Government were PHP 4,900 million in comparison to PHP 105 million of regionally 

generated revenues (mainly internal revenue tax) (The World Bank, 2003). This indicates the 

high dependence of the ARMM Regional Government on the central government’s budget 

transfers in order to be able to exercise its responsibilities.  

Although the broader responsibilities and special political status of the ARMM 

Regional Government involved extra costs yet it was treated by the central government with a 

similar spending approach as for the other non-autonomous administrative regions of the 

country. The extra costs of ARMM included the political tasks conducted by regional 

governor and legislative assembly, that the other administrative regions of the Philippines did 

not conduct (The World Bank, 2003).  Additionally, the ARMM Regional Government 

performed extra public service functions among others in education, public works, 

environment that were not devolved to the other administrative regions in the country by the 

central government. Nevertheless, the formulation of national government budget for ARMM 

were subject to the rigid common norms and limitations and went through the identical 

procedure as for the other non-autonomous administrative regions of the country despite 

ARMM Regional Government’s special political status and broader responsibilities (The 

World Bank, 2003). In fact, the ARMM Regional Government had very limited control over 

the size, allocation and budgeting of these funds that made up the largest part of its total 

expenditures (Manasan & others, 2005; The World Bank, 2003).  Mostly it was the central 

government that determined the amount of transfers, its allocation and utilization for various 

purposes.  

 

Mismatch between the devolved responsibilities and the availability of revenues  

Poor economic performance in ARMM, induced the debate about the sufficiency or 

shortage of funds provided by the central state (Bertrand, 2000; Towards Strengthening the 

Fiscal Capabilities of ARMM, 2007). The ARMM Regional Government’s officials were 

frequently complaining about the deficiency of funds and the fiscal powers which made them 

unable to perform their mandate adequately. The central government, in contrast, was 
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claiming that it was providing sufficient funds to ARMM and that its poor economic 

performance was due to the regional government’s mismanagement of the available funds.  

However, the budget of ARMM Regional Government did not reflect a substantial 

increase. In fact, there have been a decrease in the budget of the ARMM Regional 

Government in real terms, despite the increase in nominal terms, since 1998 (The World 

Bank, 2003). To the point, more than 70 percent of the budget of the regional government 

were covering the incomes of the employees, while only a small part of the funds were 

allocated for the development purposes. Additionally, ARMM Regional Government budget’s 

investment in the development of the region was not clearly visible. ARMM was hardly able 

to pay the salaries of its employees, delaying it in several instances let alone to fund the 

development projects.  For example, in 1997 the ARMM regional Government postponed the 

payment of the benefits to its employees explaining it with the absence of money in its budget 

(Bertrand, 2000). Although the Philippines government was making some investments in the 

development of the infrastructure in ARMM through the presidential grants, it was small in 

comparison to huger assistance provided by the international donors. Thereby, the 

development in ARMM relied upon the foreign assistance and created an impression of the 

absence of the commitment by the Philippines government in providing necessary funds 

(Bertrand, 2000).  

To summarize, the burden of the expenditure responsibilities of the ARMM Regional 

Government was not corresponding with the access to the sufficient funds, hence making its 

regional autonomy practically non-existent. Although legally the ARMM Regional 

Government had fiscal autonomy over the resources generated in the region, the portion of 

these revenues was small in the total expenditures of the region, which did not allow it to 

assert its influence on the expenditure decisions in practice. The significant share of the 

revenues that were available to the ARMM Regional Government were stemming from the 

other sources than from the region itself and mostly were not in its direct control.  Despite 

legally underpinned,  the ARMM Regional Government was diminished to the level of an 

administrative branch of the central government that merely were carrying out its decisions 

and plans (Manasan & others, 2005; The World Bank, 2003). As UNDP evaluative mission to 

Mindanao concluded “ARMM is less autonomous financially than any local government unit 

in the Philippines…” (Oquist, 2002, p. 36).  
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6.3 Post-civil war violence  
	

FPA was not able to terminate the violence and bring peace to the Southern 

Philippines.  After five years of precarious peace the armed conflict resumed between MNLF 

faction and the Philippines government.  

In the course of the transitional period the ARMM under the leadership of Misuari 

failed to deliver the expected peace dividends to its members, let alone its broader 

constituencies, thus causing widespread dissatisfaction (Bertrand, 2000; Oquist, 2002). 

Consequently, over time Misuari lost its credibility and legitimacy in the eyes of its key 

constituencies who retreated their support from the rebel group (Buendia, 2006).  Disloyalty 

toward Misuari emerged not only among the former combatants, but also among the political 

and the military elite segment of the MNLF. While Misuari was complaining about the 

absence of resources, his critics was accusing him for mismanagement and corruption. 

Already in 1998, the result of gubernatorial and mayoral elections in the provinces in the 

ARMM, in which majority of the MNLF’s well known candidates were unable to win, was an 

clear sign that MNLF did not enjoy popular support any more (Bertrand, 2000). While  

MNLF’s popularity was declining in the ARMM, its rival, Moro Islamic Liberation Front 

(MILF) rebel group was gaining weight at the expense of MNLF’s disgruntled former 

loyalists.  

In the face of such challenges, the tensions surfaced within the leadership of MNLF.  

Misuari’s isolation was exacerbated during 2001, when Republic Act 9054 “An Act to 

Strengthen and Expand the Organic Act for the Autonomous Region in Muslim Mindanao” 

came into force in March and the plebiscite for expansion of the ARMM was scheduled for 

mid August (Mercado, 2011; Oquist, 2002). MNLF denounced the law since it deviated from 

the peace agreement, and also because it was unilaterally prepared by the Philippines 

government without the participation of MNLF (Mercado, 2011).  MNLF also condemned the 

plebiscite planned for August, in which the provinces in SZOPAD were going to vote if they 

wanted to join the expanded ARMM. As expected the result of plebiscite was not favourable 

for MNLF, since only one province Basilan and one city Marawi voted for the inclusion into 

the ARMM (UCDP, 2015). In April Misuari was removed from the MNLF leadership by his 

team members who accused him in mismanagement (Buendia, 2006; Oquist, 2002). His 

candidacy for a governor position in the upcoming elections was also dropped. Later Misuari 

was removed from his post of a chairman in SPCPD, as well.  

On the eve of the elections for the governor position in November 2001 Misuari 
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declared the peace agreement as invalid, accusing the Philippines government for the lack of 

commitment toward ARMM (UCDP, 2015). Immediately after Misuari with a group of 

loyalists resumed fighting against the government, attacking its military headquarter. Many 

believed that it was an attempt to interrupt the elections in which he apparently was going to 

be replaced with a new governor (Oquist, 2002). As a result of the resumed fighting 

approximately 200 deaths were recorded in 2001 (UCDP, 2015). Afterwards Misuari was 

captured and arrested by the Philippines government. 

Thus, after the five years following the peace agreement the armed conflict resumed in 

ARMM along the lines of old conflict between MNLF and the Philippines military. Although 

it was a breakaway faction of MNLF that took arms against the central government, it was 

sufficient to derail the peace process.  
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7.  COMPARATIVE ANALYSIS  
	

Following the presentation of the empirical data for the variables of each case, in this 

section, I now turn to the comparative analysis of the cases and evaluation of the theoretical 

argument. Firstly, the cases are analysed one by one in order to reveal if the variables are 

linked to each other in each case. Secondly, between case comparison follows, which allows 

to see if the hypothesis holds true when the value of the variables in both cases are evaluated 

in connection. Third, possible alternative explanations and limitations of the thesis are 

discussed.  

 

7.1 Case by case analysis  
	

In the case of Aceh, the empirical findings indicate that a relatively higher level of 

economic decentralization correlates with a low level of violence in the post-conflict setting. 

Empirical evidence on the economic decentralization shows that the regional government in 

Aceh was empowered with an expenditure assignment and a reliable source of revenues. First, 

Aceh was not simply implementing the plans and projects of the central government on 

spending, but had decision-making power on the allocation of expenditures according to its 

preferences to somewhat. Second, Aceh was receiving a huge amount of revenues from 

different sources, such as from oil and gas revenue sharing, tax revenue sharing, own source 

revenue and as well as additional revenues from SAF. The volume from all the sources of the 

revenues were substantially increasing following the peace agreement, except for the oil and 

gas revenues due to the decline in production. Despite some shortcomings in term of the 

deviation from the peace agreement, Aceh was provided with a reliable source of revenue and 

adequate revenue management authority, which were corresponding with its devolved 

responsibilities. 

Furthermore, the peace agreement was able successfully end the armed conflict 

between the rebels and the Indonesian government. The level of violence significantly 

dropped immediately after the peace agreement, from 210 battle-related deaths before the 

peace agreement to a few battle-related deaths following the agreement. The armed conflict 

did not resume, and peace was sustainable through the observed period. Sporadic minor 

clashes, the worst one occurring in 2008 in which five GAM members were killed, 

fortunately, did not escalate and could not derail the peace.  

Besides the findings that reveal a correlation between the variables, there are some 

evidence that support suggested causal mechanism. Firstly, the flow of funds were benefiting 
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the former fighters and the elite segment of the GAM at various levels depending on each 

member’s rank in the movement, consequently allowing GAM to maintain and boost its 

support  network (Aspinall, 2009). In general, the most of fighters were benefiting to some 

extent. In particular, GAM’s top military and political leadership were thriving economically 

and hence developing interests in the peace process. Secondly, an overwhelming support for 

GAM among its key constituencies became apparent following GAM’s victory in the local 

elections for governor in 2006 and legislative organ in 2009. Thereby, GAM’ compliance 

with the peace agreement can be explained by domestic support for peace that constrains 

spoiling incentives and make a return to the fighting very costly.  

In the case of Mindanao, the empirical evidence shows that a relatively lower level of 

economic decentralization correlates with the resumption of violence in the post conflict 

setting. Although ARMM Regional Government legally was entitled with economic 

decentralization, it was not enjoying it in practice. First, the ARMM Regional Government 

had fiscal control only over a very negligible amount of the revenues that were derived from 

the regionally generated revenues. The majority of its expenses were financed through the 

central government’s annually appropriated budgetary transfers over which it did not had 

much control. In other words, the regional government did not have a real fiscal control over 

its revenues, rather it was merely implementing the decisions of the central government on 

expenditure.  

 In terms of the revenue source, ARMM Regional Government did not have sufficient 

funds in order to be able to exercise its responsibilities adequately. Regionally generated 

revenues like own source revenue and internal revenue tax were small, because of poor tax 

mobilizing capacity of the region. The peace agreement did not include provision for oil and 

gas revenue sharing. Although Republic Act 9054 included oil and gas revenue sharing, 

ARMM’s budget did not reveal an increasing revenue flow from these sources. Thus, the 

wide responsibilities and a special political status of the ARMM Regional Government were 

not corresponding with a reliable revenue source and fiscal control, leading to a severe fiscal 

imbalance. Rather, central government treated with ARMM like any other non-autonomous 

administrative regions of the country.  

Moreover, FPA between MNLF and the Philippines government was not able to 

terminate the armed conflict and bring ultimate peace to Mindanao. In the fifth year of the 

peace agreement, Nur Misuari with his loyalist faction took arms against the central 

government which caused approximately 200 battle-related deaths in 2001.  

With regard to the casual mechanism, a poor economic performance and the lack of 
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peace dividends apparently eroded support base of MNLF among its key constituencies. The 

discontent with the ARMM Regional Government under the leadership of Misuari was 

prevalent not only among the larger population but also among its former combatants and the 

elite segment of the rebel group. The result of the gubernatorial and mayoral elections in the 

ARMM provinces in 1998 and plebiscite in 2001, made it evident that MNLF does not enjoy 

political legitimacy and credibility in the areas under its control. Rather, its rivals such as 

MILF were gaining popularity at the expense of MNLF’s defected fighters. Internal 

skirmishes within the rebel group soon resulted in disloyalty of the elite segment of the rebel 

group, when Misuari, who was accused of incompetence was removed from the leadership of 

MNLF in 2001.  

In this context, in my opinion, domestically undermined legitimacy of MNLF, 

removed any constraint for Misuari that could discourage him from spoiling the peace 

agreement. Rather, a continued compliance with the peace agreement could put his political 

survival at risk, especially on the eve of the upcoming elections for the governor. Hence, 

remaining in peace was costlier than return to the fighting for Misuari. He denounced the 

peace agreement and resumed the fighting against the central government with an attempt to 

discredit the elections for the governor post in which he was clearly going to be displaced.  

 
7.2 Between the case comparison – inference for the tested theory 

  
Inference for the hypothesis  

First, as theoretically predicted, Aceh seems performing better in comparison to the 

ARMM along all aspects of economic decentralization. The empirical findings indicate that 

Aceh was provided with a reliable source of revenue and a modest decision-making power 

over these revenues. Aceh Regional Government’s revenues from own tax revenue, tax 

revenue sharing, SAF and the other sources reflected a significant increase following the 

peace agreement, except for oil and gas revenues due to the depletion of the oil and gas 

reserves. But the decline in oil and was revenues was compensated with the revenues from 

SAF, which was an indicator of the privileging treatment toward to Aceh among the other 

provinces of Indonesia by the central government.  

In contrast, the same cannot be said about ARMM, which were deprived of a reliable 

source of revenue and a fiscal control over its revenues. Due to the poor tax mobilizing 

capacity of the regional government, the revenues generated in the region were minuscule in 

total revenues of the region. ARMM budget did not reflect additional revenues form oil and 
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gas resources produced in the region. Rather, ARMM budget’s was highly reliant upon the 

central government’s budget transfers which hardly could cover the costs of the regional 

government’s responsibilities.  

To summarize, the main implication is that, in Aceh the responsibilities of subnational 

government was corresponding with a reliable source of funds and an expenditure 

assignment.  While in ARMM a huge mismatch existed between its broad responsibilities and 

the revenues at its disposal. Thereby, while Aceh and ARMM both legally were authorized 

with economic decentralization, in practice it was functioning only in Aceh, whereas in 

ARMM it was non-existent. 

Finally, looking at the level of post-civil war violence there is a clear cut between the 

cases. In Aceh, after five years, violence did not reoccur and peace was generally durable. In 

contrast, in ARMM, five years after the peace agreement Misuari resumed fighting against the 

government, which resulted in around 200 battle-related deaths.  

 

Inference for the causal mechanisms  

Linking the empirical findings on Aceh and on the ARMM to the theoretical 

arguments, point to correlation between the variation in the level of economic decentralization 

and post-civil war violence. Firstly, the empirical findings show that Aceh, which did not 

experience the resumption of fighting also performed a relatively higher level of economic 

decentralization. In contrast, ARMM, which experienced the resumption of armed conflict, 

performed a relatively lower level of economic decentralization. Thus, it appears that there is 

a correlation between the variables in the predicted direction.  

Secondly, several empirical findings back suggested causal mechanism implying that 

the relationship between the variables might be causal. From the point of the tested theory, the 

empirical data suggests that a lower level of economic decentralization undermines support 

and loyalty to the rebel group among its key constituencies, which in turn explains the 

resumption of fighting. Whereas the findings denote that GAM members were enjoying 

economic benefits in the post conflict period, MNLF could not deliver such benefits to its 

members due to absence of resources in its disposal. Although within GAM the benefits were 

in particular advantaging its top leadership more than ordinary followers, yet in MNLF the 

discontent was not only among the ordinary followers but also among the elite segment of the 

rebel group. Consequently, the benefits of economic decentralization allowed GAM to 

maintain its network of supporters in the post conflict setting, while MNLF’s support base 

was disrupted. In fact, MNLF’s dissatisfied followers were withdrawing their support, and 
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defecting to the rival rebel groups.  The results of local elections in both cases reflect the 

differences in support for the rebel groups among their key constituencies. In the case of 

Aceh, the victory of GAM in the local the elections revealed widespread support for GAM 

among its key constituencies. In the case of ARMM unfavourable results of provincial 

elections and plebiscite suggest that MNLF was largely discredited among its constituencies.  

Undermined support for the rebel group among its key support base in turn removes 

the constraint for spoiling by the rebel group. Because the costs of remaining in peace exceeds 

the costs of returning to fighting when a political survival of the rebel group or its leadership 

is at stake. Hereby, in Aceh, GAM’s compliance with the peace agreement may be explained 

by a high level of economic decentralization contributing to the maintenance of the rebel 

network and its dominance, subsequently discouraging the spoiling.  Because in the context of 

domestic support for peace fighting could be costly for the rebel group. In contrast, in 

ARMM, remaining in peace significantly eroded the support for Nur Misuari and put his 

political survival at stake. That is why it could be argued that remaining in peace was costlier 

for him than a return to the fighting.  

 

Case studies Economic 

decentralization  

Expected 

outcome (post-

civil war 

violence) 

Outcome 

(post-civil war 

violence) 

Support for 

Hypothesis  

Aceh High level  Low level Low level Yes  

ARMM Low level High level  High level Yes 

 

Table 2: Summarizing the key findings for hypothesis 

	
7.3 Extended analysis: alternative explanations and additional observations  

	
This section broadens the analysis further and examines the potential alternative explanations 

that could account for the resumption of fighting, as well as presents additional observations 

that are worth being mentioned.  

 

Alternative explanations  

Lyons (2002, p. 228) acknowledges the importance of  demilitarized politics through 

converting the former rebel groups into political parties capable of contesting in the elections 
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for for ending civil war. Indeed, the empirical evidence reveals a variation in the 

demilitarization of politics in the examined cases following the peace agreement, which might 

account for an alternative explanation for the resumption of fighting, hence challenging the 

tested theory. Actually, following the peace agreement GAM could transform itself into a 

political party through establishing Partai Aceh in 2008 in order to be able effectively contest 

in local elections. In contrast, in ARMM, following the peace agreement MNLF did not 

consider transforming itself into a political party, rather its leader Nur Misuari decided to rely 

on his own charisma for contesting in elections (Meisburger, 2014).   

The causal argument on the demilitarized politics suggest that transformation into a 

political party ensure the rebel group with a support base among its key constituencies and 

capacity to compete in elections and win, hence discouraging it from achieving its goals 

through fighting. As empirical data shows Partai Aceh became a strong political structure 

with a broad network of supporters, professional information team, and better educated 

candidates (International Crisis Group, 2009). Consequently, Partai Aceh won the majority of 

seats in the local parliament in 2009, hence becoming a dominant political authority in Aceh.  

The same was not case with MNLF, which was unsuccessfully competing in the local 

elections and was eventually alienated in the executive and legislative institutions of the 

ARMM. Some observers explained such alienation of MNLF with its failure to transform 

itself into a political party (Meisburger, 2014; Oquist, 2002). Negligence of transforming 

itself into a political party constrained MNLF’s capacity effectively compete in the elections, 

consequently leading to the unfavourable outcomes for the rebel group. Theoretically, it is 

because the military power of the rebel groups does not automatically translate into political 

power in the post conflict settings. Rather, usually, during the peace time it can be challenging 

for the rebel groups to maintain the network of followers, as well as, it can be unclear if the 

rebel group is representative of the larger population (Lyons, 2002, p. 220).  

Despite the above mentioned it is hard to evaluate if the explanatory power of 

MNLF’s failure to convert itself into a political party exceeds the explanatory power of the 

weak economic decentralization in ARMM. It seems that MNLF had an ambivalent situation 

– the economic challenges were doubled with the political alienation - which possibly may 

account for an alternative explanation for the resumption of fighting in ARMM. While it 

seems that economic decentralization is a necessary condition for peace, it is not feasible to 

evaluate, whether economic decentralization could be a sufficient condition for peace in Aceh 

in the absence of the local political parties.  
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A second potential alternative explanation stipulates that the peace agreements that are 

not inclusive can jeopardize peace, because the excluded parties can continue to fight and 

increase the level of violence, as well as  have a destabilizing effect on the commitment to the 

peace agreement among the signatories (Licklider, 2001; Rubin, 1991). In Aceh the peace 

agreement was inclusive due to the fact that the insurgency in Aceh was characterized by a 

single rebel group – GAM, with whom the Indonesian government signed MoU.  Whereas in 

Mindanao the insurgency was characterized by presence of multiple armed groups splintered 

from the major rebel group MNLF over time, and were fighting the government 

simultaneously.  FPA included only MNLF, while excluding among others MILF. The 

argument on the inclusiveness would suggest that, because MILF was excluded from FPA it 

would attempt to disrupt the peace between MNLF and the Philippines government, 

eventually causing the resumption of fighting between the signatories. 

 Nevertheless, the empirical data does not reveal a clear evidence how MILF ‘s 

continuation of fighting could impact the commitment of MNLF and its decision on resuming 

the fighting. The data show that although MILF did not sign FPA, the armed group pledged 

not to undermine the peace between MNLF and the central government (UCDP, 2015). In 

fact, accomplishment of FPA, inspired the Philippines president Ramos to engage in separate 

peace talks with MILF starting from 1997, despite the fact that sporadic clashes between the 

parties were continuing to occur (Concepcion et al., 2003). However, when the president 

Estrada took office, he started all out military offensive against MILF in 2000 causing 

thousands of deaths and displacements in Mindanao. Hence, the empirical evidence allows me 

to acknowledge that while MILF’s continuation of fighting impacted the aggregate level of 

violence in Southern Philippines during the observation period, it is not clear how it affected 

MNLF’s decision to return to the fighting, which might be relevant for the future studies. It is 

hard to assess within the scope of this thesis could a partial peace with MNLF be feasible in 

the presence of the excluded parties if a sufficient level of economic decentralization was 

provided by the central government.  

 

Additional observations 

The empirical investigation also reveals an additional observation that contributes to the 

understanding of the outcome of this study.  Closer look at a larger political context in 

Indonesia and the Philippines gives interesting insights about how presence of consistent 

commitment or lack of it by the national political leadership toward the peace agreement 

impacts its outcome. Indeed, it appears that Indonesian political leadership’s commitment 
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toward Aceh was consistent starting from the signing of the peace agreement throughout its 

implementation, whereas in the Philippines it was not.  

 Indonesian president Susilo Bambang Yudhoyona, who was an advocator of  MoU, 

persistently was handling the strong opponents of the peace agreement within the political 

establishment of Indonesia in the course of the implementation (Jones, 2015, p. 140). 

Yudhoyona was cautious of the risk of the resumption of fighting in Aceh which could 

undermine one of his most significant accomplishments and the image as a peace maker for 

what he was internationally praised.  Therefore, he was responsive toward Aceh’s demands in 

the course of his presidency, trying to save his major achievement intact (Jones, 2015, p. 141). 

His re-election in 2009, when to the point Parati Aceh’s political machinery generated 92 

percent votes in the province for Yudhoyona, seems contributed to the consistency of the 

commitment toward MoU by the political leadership.  Otherwise, would his rival Megawati 

Sukarnoputri, who openly advocated the division of Aceh into two provinces at the anger of 

GAM, won in the elections the consistent commitment by the national political leadership 

toward Aceh may not be kept (International Crisis Group, 2009).   

In Philippines the situation was different since three presidents with different level of 

political commitment and focus on Mindanao replaced each other in the office during five 

years of the peace agreement. It was during the presidency of Fidel Ramos that FPA was 

signed, and he was officially committed to FPA as a major element of his political agenda 

(Concepcion et al., 2003; Oquist, 2002). However, when Joseph Ejercito Estrada took the 

office in 1998, coinciding with the second year of the peace agreement, a shift in political 

focus and commitment toward ARMM occurred. Many opponents of FPA came to power 

during Estrada’s presidency and consequently, not only the attention toward ARMM 

weakened in comparison with period under Ramos administration, but also MNLF was 

alienated in several aspects (Concepcion et al., 2003; Oquist, 2002).  When subsequently 

Macapagal Arroyo took the office in 2001, the commitment and attention toward ARMM 

increased again, but the peace agreement was already on the eve of  break. In short, the 

political leadership of the Philippines was not displaying a consistent commitment toward 

FPA which was derived from the divergent political approaches of the different presidential 

administrations taking office. 
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7.4 Critical Reflections 
	

The limitation of this paper in terms of research design relates to the issue of the 

generalizability of the findings to a broader population of cases, in another words the external 

validity.  In order to judge about the generalizability of the findings, important criteria are the 

representativeness of the sample of the cases under study. Since sample of the cases under this 

study is small, consisting of only two cases, it does not allow one to make an inference about 

the larger population of cases.   

The selected method of comparative case studies requires a trade-off between internal 

and external validity of the findings. Whereas Aceh and Mindanao are similar in many 

aspects allowing to achieve a higher degree of internal validity through holding the 

confounders constant, but it compromises on the external validity – a generalization to the 

broader population of cases. Hence, this study is not a representative of larger population of 

cases of all civil wars that have terminated with a peace agreement, but rather is 

representative of a sub class of civil wars that have been terminated with a peace agreement 

on territorial power sharing arrangement.  

Limitation of this thesis with regard to the theoretical framework needs to be 

mentioned.  While a correlation is found between the variables, the presence of discovered 

confounders may question the casual relationship. Because the cases are not perfectly 

identical, it opens the way for potential alternative explanations.  Despite the fact that I 

selected the cases that are similar as much as possible in many aspects in order to hold the 

confounders constant, a small sample of two cases does not allow the control of all potential 

confounders.  

 Empirical limitation with regard to reliability of data needs to be mentioned. 

Reliability in terms of economic decentralization relates to the challenges of precise 

comparison of hard facts between the cases. Although the general differences in the level of 

economic decentralization point to the variation between the cases, yet it was challenging to 

compare the statistics for each dimension of economic decentralization. However, a 

qualitative evaluation of overall picture of economic decentralization by the credible sources 

corresponds with the variation indicated in the statistics which constrains the reliability 

concerns. Additionally, to avoid such a problem, an effort to cite more than one source for 

each dimension was made.   
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8. CONCLUSION 
	

The scholarship arrived at contradictory conclusions about the ability of territorial 

power sharing arrangements to reduce conflict and promote peace in ethically divided and 

conflict worn societies.  While one part of the scholars regards territorial power sharing 

arrangements as a peace facilitating instrument, the other part of the scholars consider it as a 

barrier for peace. However, little is known about the diverse capacities of such arrangements 

that may account for the variation post civil war violence.  This thesis aimed to address the 

research gap through examining the conditions under which territorial power sharing 

arrangements reduce violence in the post conflict settings. 

 The contribution of this thesis is that it developed a theory through bringing the 

insights from the fiscal decentralization literature into the realm of territorial power sharing 

arrangements in the post conflict settings.  I argued that territorial power sharing 

arrangements can alleviate violence in the post conflict settings on the condition that a 

relatively high level of economic decentralization is provided for the regional government.  

The casual reasoning behind this prediction is that the insufficiency of decentralized revenues 

undermines the support base of the rebel group among its key constituencies, eventually 

increasing the costs of peace and removing the constraint for spoiler violence.  

Comparative analysis of territorial power sharing arrangements of Aceh and Mindanao 

produced support for the suggested hypothesis. The empirical evidence show that a high level 

of economic decentralization assured GAM’s compliance with the peace agreement. This took 

place because the benefits of economic decentralization allowed GAM to sustain its network 

of supporters during peace time which in turn discouraged spoiler violence. In contrast, the 

support for MNLF in the ARMM was further undermined as a result of the inadequacy of 

economic decentralization, thus encouraging its leadership to resume fighting. Thus, the 

analysis denotes that on the condition that a sufficient level of economic decentralization is 

provided territorial power sharing arrangements are able to contain violence following the 

termination of civil war.   

Nevertheless, broadened analysis reveals that transformation of the rebel organization 

into a political party and inclusive peace agreements possibly might have impact on territorial 

power sharing arrangements’ capability to contain violence in the post conflict environments. 

However, it is outside of the scope of this thesis to evaluate if the effect of these factors 

exceeds the impact of economic decentralization in reducing violence. In Aceh, where a 

relatively higher level of economic decentralization was provided, the success might be also 
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facilitated by GAM’s transformation itself into a political party. In the ARMM, none of these 

factors were present, hence exacerbating the ability of MNLF to contain its support base 

which in turn created the incentives return to fighting. Notably, both factors, economic 

decentralization and political parties are expected to follow the same causal mechanism - 

ensuring support base for the rebel group among its key constituencies. Therefore, more 

future research should be directed at evaluating the explanatory power of the political parties 

and how it impacts the capability of territorial power sharing to sustain peace, as well as its 

possible interaction with economic decentralization in explaining the outcome of this study.  

Furthermore, this thesis finds out that, in the context of excluded parties from peace 

agreement, the ability of territorial arrangements to ensure peace may be complicated. 

Nevertheless, it is out of the scope of this study to assess would partial peace still feasible in 

the ARMM if a sufficient level of economic decentralization was ensured in the context of 

multiple rebel groups that were excluded from peace agreement. Future research should focus 

on how the presence of multiple rebel groups and exclusive peace impacts the ability of 

territorial power sharing to contain violence. While there are statistical studies dedicated to 

inclusive peace and presence of multiple rebel groups and how it impacts peace duration, in-

depth analysis can give deeper insights into the topic.  

Finally, considering the limitations of this thesis in terms of research design, future 

research can use a larger sample of cases in order to increase the generalizability of the 

findings to the broader population.  
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