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State building—the process of establishing and sustaining central authority—requires solving collective needs (like development and efficient institutions) as well as balancing special interests (e.g. fairness in the political and economic treatment of minorities). In this article, I will focus on the latter aspect. The central research question is best formulated as: what factors explain political and economic discrimination in civil conflict? The central argument is that the ability to address collective needs supports the balancing of special interests. To put it more simply: in countries that are well-governed and enjoy increase in their living of standards, we are less likely to observe economic and political discrimination of minorities.
The article firsts outline the possible relationship between governance and development and the process of state building. I will survey the political-economy literature on civil conflicts, emphasizing the risks of intergroup economic competition as well as the role of political institutions to manage such competition. Moreover, the relationship is placed in the proper context of other internal and external factors which may undermine state building, like potential external support for rebellion movement and regional factors.

The empirical part of the paper relies on information from the Minorities-at-Risk project on the political and economic treatment of minorities. The main independent variables are the data on economic development (Penn World Tables) and governance (World Bank data). Further information on democracy (and democratization) is from Polity IV. Information on external support is from Fearon and Laitin, and information on the escalation is from the Uppsala Conflict data. The main data are for the period 1990 – 2000, but because of the limited the availability of data on governance, I rely on a cross-sectional research design (multivariate (OLS) regression). 

