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Abstract

We conduct an econometric analysis of the economic and social factors which contributed to
the spread of violent conflict in Nepal. We find that conflict intensity is significantly higher in
places with greater poverty and lower levels of economic development. We find weaker evidence

that social divisions are also correlated with the intensity of civil conflict.
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1 Introduction

Since 1945, more than 70 civil wars have occurred around the world, resulting in approximately 20
million deaths and displacing more than 67 million people.! Understanding the causes of the onset
and continuation of such conflicts is therefore of great importance, and the analysis of the causes
of civil conflict has been the subject of a recent and growing literature in economics.? There have
been several cross-country studies of the proximate correlates of civil war: Collier and Hoeffler
(2004) and Fearon and Laitin (2003) both find that poorer countries face a greater risk of civil
conflict. Miguel et al (2004) use instrumental variable analysis to corroborate this view that lower
economic growth leads to more conflict. However, this finding is subject to varying interpretations:
while Collier and Hoeffler (2004) interpret poverty as proxying for the opportunity cost of rebel
recruitment, Fearon and Laitin (2003) emphasize the lack of state capacity in poor countries. These
studies also differ in their findings on the impact of other factors: Collier and Hoeffler find that civil
conflicts are more likely in countries which are dominated by one ethnic group and which have a
larger stock of easily expropriated primary commodities, while the other two studies find no impact

of ethnic divisions or primary commodities on the likelihood of conflict.

The results from cross-country studies might be subject to the problem that civil conflict in
one country might have very different causes and characteristics than conflict in another. Further,
the data on civil conflicts and other variables may not be strictly comparable across countries. There
have been a few within-country studies of civil conflict. Barron et al (2004) examine village-level
conflicts in Indonesia, while Deininger (2004) examines the causes and consequences of civil strife
in Uganda. However, both these studies focus on a local level of conflict and construct measures of
conflict based on subjective interviews. They do not study organized conflict like insurgencies or
civil wars, and hence are not strictly comparable to the cross-country studies. The set of case studies
in Collier and Sambanis (2005) provide richer and more detailed within-country qualitative studies
to complement the cross-country large-sample studies; however, they are not strictly comparable

to the cross-country regression-based analyses.

Our study examines violent conflict within one country, Nepal, and applies the cross-country

regression methodology to a within-country context. Our within-country approach mitigates many

! Collier and Sambanis (2005) pp xiii.
2See Humphreys (2003) for a review of this literature.



of the concerns regarding cross-country analysis, one particular advantage being that we are able
to study the spread of the same conflict to different parts of the country. Several variables which
differ across countries such as the existing political system, the aims of the rebel movement or
the involvement of other countries, are held constant in such a study, thus enabling us to better
identify the proximate correlates of the intensity of conflict.> Another advantage of our study
over the existing cross-country literature is that we are able to construct finer measures of conflict
intensity based on the number of casualties and other human rights abuses, rather than just using
a dummy variable for whether an area experiences conflict or not. We are also able to go further
than cross-country regressions because of the level of detail in our data: we are able to separately
analyse conflict-related deaths caused by rebel forces and by the state, and study the evolution of
the conflict intensity over time (cross-country studies usually do not go further than dating the
onset and end of civil wars). This enables us to be a little more specific regarding the mechanisms

behind the observed poverty-conflict relationship.

Since 1996, Nepal has been affected by the “People’s War” started by Maoist rebels, whose
main aim is to establish a republic and change the Constitution. The rebels use guerilla warfare
techniques to attack government facilities and officials. This conflict has now spread to all parts
of the country, and has resulted in a death toll of more than 12,000 people nation-wide. Large
parts of rural Nepal are now under the control of the rebels, though the district headquarters
are under the control of the state. The basic question we ask in this paper is: which areas are
more likely to experience greater conflict? In our empirical analysis, we consider a wide range of
economic and social variables which are hypothesized to affect the likelihood of violent conflict,
including economic development, social diversity and government investment in infrastructure.
Our main finding is that the lack of economic opportunities, measured by higher poverty or lower
literacy rates, is significantly and robustly associated with a higher intensity of violent conflict: a
10 percentage point increase in poverty is associated with 23-25 additional conflict-related deaths.
We find some indications that the state represses rebel activity more violently in the poorest areas;
when the conflict escalates, these areas then experience the highest level of conflict-related deaths
caused both by the rebels and by the state. However, as the rebels gain control of the poorest areas

over time, the highest levels of conflict-related deaths are experienced in the somewhat better off

30f course, one drawback is that we are not able to examine the impact of these factors, which can be quite

important in many contexts.



areas. We also find some evidence that greater social polarization (measured by the caste diversity
of Nepalese society) is associated with higher levels of conflict. However, this relationship is much
less robust than the relationship with poverty; in fact, part of this relationship appears to be due

to the fact that social polarization contributes to greater poverty.

The paper is structured as follows: Section 2 provides a brief description of the “People’s
War” in Nepal, section 3 describes the main hypotheses we examine, and section 4 describes our

data and empirical strategy. Section 5 summarizes our findings and section 6 concludes.

2 The Maoist “People’s War” in Nepal

Nepal is a poor country with a population of 23 million and a per capita GDP of $240 in 2001.
The country is located between India and China, is land-locked and has few natural resources.
Agriculture is the major driver of the economy, contributing 39% of GDP in 2003,% and employing
two-thirds of the workforce.® A large number of Nepalis have migrated to other countries in search
of economic opportunities and remittances constituted 12% of GDP in 2001. Politically, Nepal
was a monarchy till 1990, when widespread protests led to the establishment of a multi-party
democracy. The first parliamentary elections were held in 1991, and two further general elections
were conducted in 1994 and 1999. Even though the Nepali Congress obtained a majority in the
elections of 1991 and 1999, Nepal has faced considerable political instability and governments have

been short-lived. Since 1991, there have been 12 governments in as many years.

The Maoist insurgency was started on February 13, 1996, by members of the Communist
Party of Nepal-Maoist (CPN-M), with an attack on a police post at Halleri in Rolpa district
of Western Nepal. The genesis of the insurgency in the districts of Rolpa and Rukum has been
attributed to several factors, including the poverty and general underdevelopment of the area, long-
standing grievances against the government (for banning the cultivation of hashish in the 1970s,
and the crackdown on CPN-M activists during 1994, among other issues), and a long-standing
presence of Communist activists in the area (Gersony 2003). Since 1996, this “People’s War” has

spread to most other districts of Nepal, with 73 out of 75 districts reporting casualties in 2004. The

4Nepal Country Profile 2004, Economic Intelligence Unit.
52001 Census.



Maoists have carried out several attacks on army barracks, police posts, village council buildings

and banks.

The chief objectives of the rebel movement are to establish a people’s republic and set up a
constituent assembly to draft a new constitution. In particular, this would mean curtailing some
or all of the existing powers of the monarchy. The 75 point manifesto released by the Maoists in
November 2001 listed several other aims, including the distribution of land to poor and landless
people, equal treatment for all castes and languages, and equal rights for women. Despite being
named after Chairman Mao, the rebels’ activities have been condemned by the Chinese government,
and there is no evidence that the rebels enjoy any support from China (Raj 2004). However, they
are believed to have established links with similar rebel groups in India; the 75 point manifesto
promised to support all groups fighting against “Indian expansionism”. Estimates of the size of
the rebel forces vary widely from 7000-10,000 (Bray et al, 2003) to 10,000-15,000 (BBC report).
They are mainly financed by armed raids on banks, as well as taxes on the local population and
remittances from abroad. The Maoists are reported to have set up local governments and local

courts in some of the areas under their control.

In the first few years of the insurgency, the response from the government was to use the
existing law and order framework to address the problem; more than 1000 people were reported to
have been arrested and tortured by the government in 1999 (INSEC Human Rights Yearbook 1999).
In several areas, the state used considerable violence to suppress rebel activity: the graph in Figure
1 shows that in 1998 and 1999, more people were killed by the state than by the Maoist rebels. The
political situation changed dramatically in 2001. In June 2001, Crown Prince Dipendra allegedly
killed his father King Birendra and most members of his immediate family, including himself.
His uncle, Gyanendra, succeeded to the throne. The then Prime Minister Sher Bahadur Deuba
declared a truce with the Maoists and a first round of talks was held between the government and
the Maoists. However, the Maoists unilaterally broke the cease-fire in November 2001, when they
simultaneously attacked army barracks in the mid-western region (Dang) as well as the eastern
region (Salleri). Deuba then imposed a state of emergency, declared the Maoists to be a terrorist
group, and mobilized the Royal Nepal Army to counter the insurgency. The intensity of the conflict
escalated sharply after this, with more than 3000 people being killed by the state forces in the next

year (see Figure 1).



In addition to the insurgency, political instability continued throughout 2002: Prime Minister
Deuba dissolved the House of Representatives in May 2002 when he could not get their support
to extend the state of emergency. He was in turn dismissed by King Gyanendra in October 2002,
for failing to hold fresh elections in the stipulated six-month period after dissolution of parliament.
Another cease-fire agreement with the Maoists was reached in January 2003, and fresh talks began
in April. However, the Maoists again broke the cease-fire in August 2003, citing the government’s
failure to consider their demand for a new Constituent Assembly. Violence has continued since
then. The Maoists have extended their attention to urban areas as well, blockading Kathmandu
for several days in August 2004. In February 2005, in the face of growing attacks by Maoist rebels,
King Gyanendra dismissed the Prime Minister, placed major political figures under arrest and
seized power. This move and the subsequent curtailment of civil liberties in Nepal has been sharply
criticized by several nations, including the United States and India. More recently, the Maoist
rebels have adopted a somewhat more conciliatory tone, including holding talks with seven major

political parties in November 2005 in an attempt to present a common front against the monarchy.

There is considerable variation in the intensity of conflict in different regions of Nepal. The
number of casualties is highest in the mid-Western region where the conflict began, with more than
4000 deaths between February 1996 and December 2004. In contrast, the Fastern Development
region has suffered less than 1500 casualties in the same period. The map in Figure 2 shows this
variation in the intensity of the conflict. The next section considers some hypotheses about which

areas might be more prone to civil conflict.

3 Possible causes of civil conflict

There is some diversity of views regarding the causes of the conflict in Nepal. Some reports and
studies have suggested that the Maoist conflict has found support from the oppressed lower castes
(Bray et al 2003, BBC report), portraying the insurgency as stemming from “rage against a long
legacy of oppression based on caste and ethnicity” (Sengupta 2005). Other reports also mention
economic factors, such as “inequality, landlessness, and a general lack of opportunity reinforced by
complex systems of caste and related discriminatory patterns, have provided sufficient motivation

and support for the Maoist cause” (DFID 2005). Murshed and Gates (2005) also find a significant



correlation between landlessness and the number of fatalities in the conflict.® However, other
accounts such as Thapa (2004) attribute the conflict mostly to poverty and underdevelopment of
the country. In an interview-based approach, Gersony (2003) finds that caste and ethnic divisions
are not a major contributor to the conflict. There is also the possibility that government repression
might have generated further grievances which led to greater support for the Maoist rebels. Nepal
has a history of human rights abuses by the police forces, such as the crackdown against CPN
political activists as part of a highly contentious police operation (Operation Romeo) in the districts

of Rolpa and Rukum in 1994.

Collier and Hoeffler (1998) suggest an economic framework for the general causes of civil
conflict: in their view, conflict is most likely where the economic gains from the conflict are high,
and the opportunity costs are low. This framework suggests the following hypotheses: first, a higher
per capita income or better job prospects should reduce the risk of insurgency, since these increase
the opportunity costs of joining the rebels, and hence the wages rebels need to pay to recruit
people to their ranks. Second, conflict is higher where there are easily expropriable resources
such as low-weight high-value primary commodities (metals, drugs, precious stones) or where rents
from immovable assets (e.g. oil resources) can be easily extracted. They find some support for
their framework in cross-country regression analysis; however, the pure “opportunity cost” view
of natural resources has been challenged and further refined both by case studies (Collier and

Sambanis 2005) and by more detailed regression analysis (Humphreys 2005).

Fearon (2005) presents an alternative model of insurgency and state response, in which the
link with poverty happens through much more indirect channels, since a lower opportunity cost
also means lower gains from winning the conflict. Fearon and Laitin (2003) focus on the conditions
which specifically favor insurgency. Since insurgents are usually numerically weak compared to the
governments they are fighting against, they must be able to hide from government forces and be

able to garner local support for their activities. This suggests a number of testable hypotheses: first,

SWhile this study documents the differences in income across various caste categories, it does not investigate the
impact of these social divisions on conflict intensity. The study also does not look at the impact of poverty or literacy
levels, though it does include schooling, life expectancy and the Human Development Index (HDI) as explanatory
variables. However, the authors focus on the levels of these variables relative to Kathmandu, rather than their
absolute magnitudes. Their estimates also suffer from multicollinearity, with the marginal effect of HDI being almost

equal and opposite in sign to the marginal effect of schooling.



the presence of mountainous or forested terrain, poorly served by roads, should increase insurgency.
Second, insurgency should be more common in rural areas with low migration, where the rebels
can easily punish people who do not support them. Third, the need to form a cohesive fighting
force implies that insurgencies should be less common in areas of greater linguistic diversity and

fewer means of communication.

Several cross-country studies have also suggested that diverse societies are more prone to
conflict (Easterly and Levine 1997, Horowitz 1985). Collier and Hoeffler (2004) also lay out a
“grievance” framework, where the presence of different ethnic groups is likely to lead to the presence
of significant animosity between groups; this is especially likely when one ethnic group tends to
dominate over the others. Several studies have also documented the inability of diverse societies
to work together to obtain public goods, for instance.” Nepal has a very diverse society in several
dimensions. Although the majority of the population is Hindu, there are deep caste divisions in
Nepali society. Discrimination and human rights abuses against the lower castes are not uncommon
(Human Rights Watch, 2004). Hence, in the Nepali context, the grievance hypothesis suggests that

areas with greater caste diversity or a greater dominance of high castes should have more conflict.

4 Data sources

We conduct our analysis using district-level data. Nepal has 5 major regions and 75 districts.
A district can be thought of as being comparable to a county in the US in the sense that it is
administratively below the region level. The average area of a district was 1948 square kilometers
in 2001, and the average population was 309,000. Our measures of conflict intensity are based on
data provided in the annual Human Rights Yearbooks published by the Informal Sector Service
Centre (INSEC), a Nepalese non-governmental organization. INSEC was able to provide us with
data on the number of people killed both by the Maoists and by the state in this conflict, as
well as measures of the number of people abducted by the Maoists and the number of people
arrested by the state. It is difficult to construct a unique reliable measure of conflict intensity. Our
main measure is the number of conflict-related deaths in the district normalized by the district

8

population.® We also check the robustness of our results to other measures of conflict inensity,

"See Alesina, Baqir and Easterly (1999) and Miguel and Gugerty (2004) among others.
8We use population figures from the (pre-conflict) 1991 population census data for this purpose.
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such as a dummy which equals one if more than 100 people have been killed in the conflict so far.”
Another imperfect measure indicating the intensity of conflict is the number of people abducted by

the Maoists (normalized by the district population).

We construct our explanatory variables using data from the 1991 and 2001 population cen-
suses, the Nepal Living Standards Measurement Survey 1995-96, and the Nepal District Profiles
based on official data. Details of data sources and variable construction are provided in the Data
Appendix. As far as possible, these measures have been constructed using data collected before the
violent conflict began in 1996. This helps to partially mitigate the concerns regarding backward
causality, such as the possibility that the conflict itself has made some areas poorer or reduced the

availability of public goods.

As suggested by the opportunity cost hypothesis, we construct district-level measures of
poverty and literacy to proxy for the opportunity cost of recruiting rebel forces. We also have
measures of district-level infrastructure such as the number of post offices, schools, banks and
health posts. Nepal has very few natural resources which can be easily expropriated (such as oil or
diamonds); the only natural resource which the Maoists have expressed an interest in controlling
is land. To capture geographic characteristics which make insurgency easier, we use the altitude
(elevation) of the district to indicate the presence of hilly territory, as well as the proportion of
district area which is forested. We construct a measure of the presence of roads as the total
kilometers of road length, normalized by the area of the district. We also construct measures of
government investment by looking at the change in the provision of roads and post offices in the

1990s.

To measure the extent of social divisions, we use information on the caste and language
divisions in Nepalese society. We collected data on the number of people in different caste groups,
as well as speaking different languages from the census of 2001.1° We consider all castes which
constitute more than 1% of the population. This gives us 76 categories, which we use to construct
a diversity index. The index we use is the measure of polarization, as suggested by Montalvo

and Reynal-Querol (2005), who construct a similar diversity index for cross-country data and

9This is similar to the measures of civil war used in cross-country studies such as Fearon and Laitin (2003) and

Miguel et al (2004).
10We were unable to get this at the district level from the pre-conflict 1991 census; however, the nationwide

proportions have changed very little between 1991 and 2001.
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show it to be highly correlated with the incidence of civil war.!! This index attains a maximum
value of 1, when the society is divided into two equal-sized groups, thus maximizing the chances
of conflict. The index attains a minimum value of zero, either when the society is completely
homogenous, or when every single person belongs to a different group. We also compute a measure
of caste fractionalization, similar to the ethno-linguistic fractionalization measures used in several
cross-country studies. This fractionalization measure captures the probability that two randomly
selected persons would belong to different caste groups. We also use two alternative measures for
the dominance of upper castes (Brahmins, Chhetris, Thakuris and Newars) in the district: one is
simply the proportion of these castes in the population, and the second is a dummy which equals

one if the proportion of these castes is between 45% and 90%.

Around 120 different languages are spoken in Nepal, some by very small numbers of people.
We construct a polarization index as well as a fractionalization index of linguistic diversity (similar
to the ones computed for caste divisions), using all languages which are spoken by more than 1%
of the population. Since the national language Nepali is the single most spoken language, it might
be easier to easier to mobilize forces in Nepali-speaking areas. We thus include the proportion

speaking Nepali as another measure of the ease of mobilization.

Table 1 shows the mean of our variables. We note the large variation across districts both in
the measures of conflict intensity, as well as in the potential explanatory variables. More than half
of all districts have experienced 100 or more conflict-related deaths during 1996-2004, and one-third
of all districts have experienced more than 150 deaths. There are also a large number of abductions
by the Maoists, which probably reflects forced conscription into their ranks. We also note that, on

average, 42% of the population was below the poverty line in Nepal at the time the conflict began.

Table 2 shows a correlation matrix between our measures of conflict and other variables. The
different measures of conflict are correlated with each other to some extent (Panel A). Panel B
shows that areas with higher literacy and lower poverty have less conflict; areas with more caste
diversity have lower measures of conflict, and areas with a higher proportion of advantaged castes
tend to have higher measures of conflict. Geographical characteristics also matter: the number of
deaths due to the conflict is higher in areas at higher elevations or areas with more forest cover.

The next section uses regressions to investigate these correlations further.

1Gee the Data Appendix for the details of the construction of the index.



5 Empirical analysis of conflict

We investigate the proximate correlates of the Maoist conflict in Nepal by running regressions of

the following form:

Conflict; = a+ bX; + e;, (1)

in which Con flict; is a measure of the intensity of conflict in district ¢, while X; is a vector of pre-
conflict district-level characteristics. As mentioned above, our main measure of conflict intensity is
the number of conflict related deaths in the district from 1996 to 2004, normalized by the population
of the district. All the specifications shown exclude the districts of Rolpa and Rukum, where the
Maoist insurgency had its beginnings. This is because these districts have a very large number of
deaths compared to other places (i.e. they are statistical outliers), and because they have other
characteristics, including the long-standing presence of Communist activists, which probably helped
to spark the Maoist movement. In this sense, our analysis focuses not on the onset, but on the

spread of the conflict in the other regions of Nepal.

5.1 Main results

Our main results are summarized in Table 3. Geographical factors such as elevation and the
presence of forested area explain 25% of the variation in the intensity of conflict across districts
(column (1)).12 Column (2) shows that the pre-conflict poverty level of the district is a significant
predictor of the intensity of conflict. Columns (3)-(5) include measures of social divisions based on
caste and language characteristics. After controlling for poverty, measures such as the prevalence
of advantaged castes, caste or linguistic polarization do not significantly increase the intensity of
conflict. The coefficient on poverty is always significant and fairly stable across specifications. To
have an idea of the magnitude of these results, we note that a 10 percentage point increase in

the district poverty rate is associated with an increase of 23-25 conflict-related deaths.!®> Another

12We also ran specifications including district rainfall and the square of the elevation; these variables are never

significant.
13For instance, using the estimates in column (2), a 10 percentage point increase in poverty results in an additional

0.1005 deaths per 1000 population; average population of a district in 1991 was 246,548. Multiplying the two yields
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way to gauge the magnitude is as follows: a one standard-deviation increase in poverty rate (23
percentage points) is associated with 54-57 additional conflict-related deaths (0.38-0.40 standard

deviations).

Re-running these regressions with literacy rates instead of poverty (a measure of current
as well as future earnings potential) yields similar results (columns (6) and (7)). Areas with
higher literacy rates are more prone to conflict; however, now we also find caste polarization to
be significantly correlated with the incidence of conflict, while the proportion of advantaged castes
is marginally significant. An 11 percentage point (one standard deviation) increase in literacy
rates is associated with an decrease of 65 conflict-related deaths, while a one standard-deviation
increase in caste polarization is associated with an increase of 34 conflict-related deaths (column (6)
estimates). Replacing poverty by a measure of infrastructure (road length per sq km) also yields a
similar result: presence of infrastructure is associated with lower conflict (columns (8) and (9)). It
is interesting to note that elevation becomes insignificant when we include the road length variable,
suggesting that part of the correlation with elevation arises because of the difficulty of building
roads in hilly areas.!* We also show results with all these variables as regressors (though these are

highly correlated with each other) in column (10).

5.2 Robustness checks

Before going on to further analysis and interpretation of our main results, we verify the robustness
of the results above in Tables 4-7. Table 4, column (1) replaces the poverty measure with a measure
of infant mortality rates, while the other columns re-run our specification with other measures of
infrastructure: the number of schools, health posts, post offices and banks (all normalized by district
population), as well as the change in the number of post offices and road length in the 1990’s as
a crude measure of government investment in these areas. Our results on poverty appear to be
robust in the sense that only the measures which are significantly correlated with district poverty

(infant mortality, number of banks, change in road length and change in number of post offices)

the figure of 25 additional deaths. The corresponding figures for the estimates in columns (3), (4) and (5) are 24, 24

and 23 respectively.
l4Flevation and road length are significantly negatively correlated.
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appear to be significant predictors of conflict intensity.®

Table 5 checks the robustness of our results to different measures of caste and language
divisions: caste and linguistic fractionalization measures,'® the proportion speaking Nepali and
an advantaged caste dominance dummy (which equals 1 if the proportion of advantaged castes
is between 45% and 90%).!7 All these measures are statistically insignificant in predicting the
intensity of conflict, except for the proportion speaking Nepali when we use the literacy rate as a

measure of economic opportunities.

Table 6 adds additional variables to capture gender differences in society (proxied by the male-

18 as well as the average distance of the district from Rolpa and Rukum

female literacy difference),
where the conflict started, and the average distance of the district headquarters from Kathmandu
(which might be a proxy both for remoteness of the district, as well as the strength of the state).
None of these variables are significant, once we control for poverty or literacy rates. The results

are robust to dropping Kathmandu, as well as dropping the four most urbanized districts from our

sample (see Appendix Table 1).1

Table 7 checks the robustness of our results to other measures of conflict intensity. Columns
(1)-(3) show results from probit regressions where the dependent variable is a dummy for whether
the district witnessed more than 100 conflict-related deaths. Columns (4)-(6) show similar re-
gressions for a dummy which equals one if the district had more than 150 conflict-related deaths.
Columns (7)-(9) use another measure of the level of Maoist activity: the number of people abducted
by the Maoists, normalized by the district population, while the last 3 columns regress the log of
the number of people killed on the log of total population as well as other covariates. In all cases,
the poverty and literacy measures are strongly and significantly correlated with the incidence of

conflict (except for poverty in the regressions involving number of abductions), while the results on

15We also tried normalizing the number of schools, health posts, post offices and banks by the area of the district
(rather than the population); in this case, all the infrastructure variables are highly significant predictors of the

conflict. The results are available upon request.
16\ ost of the cross-country literature uses a similar measure of ethno-linguistic fractionalization to capture social

diversity, though the polarization measure is preferred on theoretical and predictive grounds (see Montalvo and

Reynal-Querol (2005).
17Collier and Hoeffler (2004) use a similar measure to capture the dominance of a specific group.
!8There are several accounts of women being actively involved in the insurgency.
19We are unable to control directly for urbanization since this variable is missing for a large number of districts.
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caste polarization vary from being positive and significant to being insignificant and even negative

and significant for the more-than-100-deaths dummy.

We conclude that the relationship between conflict intensity and economic development is
strong and robust to the addition of several different controls and specifications, while the relation-

ship between conflict intensity and social diversity is much less robust.

5.3 Interpreting the relationship between poverty and conflict

Why do poorer areas witness a higher level of conflict-related deaths? There can be several po-
tential reasons for this: first, consistent with the opportunity cost view, the rebels find it easier to
recruit people to their cause in poorer areas. Looking at the number of abductions by the Maoists
(presumably to forcibly recruit people for their side), we find the evidence to be ambiguous: poverty
is not significant in explaining the number of abductions, while literacy is. The opportunity cost
view might also lead us to expect a higher level of Maoist-caused deaths in poorer areas in the
initial stages of the conflict, with perhaps a move to somewhat less poor areas as the rebels gained

control of the poorest areas.

Second, it could be the case that the government expends a greater effort to prevent rebel
activity in richer areas (through information-gathering and methods other than killing a lot of
suspects), so that the number of deaths is lower in these areas. Alternatively, it could be that the
state has a lower opportunity cost of violent repression in poorer areas, which would result in a

higher level of state-caused deaths in such areas.

Third, for the same level of Maoist and state activity, poorer people are more likely to get
killed since they have fewer means to protect themselves or to move away from the scene of the

conflict (the “collateral damage” view).

One way to shed further light on these possibilities is to examine separately the correlates
of deaths caused by the rebels and by the state. Table 8 shows that the district poverty level is
significantly associated with deaths caused both by the Maoists and by the state. Further, the
magnitude of the impact is also very similar: a one standard deviation increase in poverty (23

percentage points) is associated with a 0.36 standard deviation in both state-caused and Maoist-

13



caused deaths (this works out to 38 additional state-caused deaths and 17 additional deaths caused
by Maoists). This is consistent with Maoists having greater recruiting success in poorer areas,
with the state exerting uniform effort to counter them in all areas; it is also consistent with the
Maoists having uniform recruiting success in all areas, with the state using more violent means of
repression in poorer areas. It is also interesting to note that caste polarization is not significant
for Maoist-caused deaths, suggesting that Maoist success is probably not related to caste-based
oppression. It is harder to interpret the positive and significant coefficient on caste polarization
for state-caused deaths: perhaps the state is more repressive in areas where society is extremely

polarized. This could be the case, for instance, if the state is captured by a small section of society.

We are also able to do some analysis on the dynamics of the conflict by using annual data
on conflict related deaths, which we have for 1999, 2002, 2003 and 2004. We observe in Table
9 that poverty or literacy rates are not significantly associated with Maoist-caused deaths before
2002, while they are significantly associated with state-caused deaths in 1999 itself. This seems to
indicate a timeline in which the state was repressing rebel activity more violently in poorer areas,
which in turn could have led to greater support for the rebel movement in those areas, resulting in
a very high number of deaths in 2002, when the conflict intensified strongly. One way to examine
this further would be to analyze data on the number of arrests made by the state, as a measure of
state effort in suppressing insurgency; this could be either a complement or a substitute for people

killed by the state (we are currently working on putting this data together).

We note that the poverty variable is not significant in 2003, and both poverty and literacy are
insignificant in 2004. This appears to point to the rebel and state effort in the conflict moving away
from the poorest areas to the not-so-poor ones. In particular, this means that what we observe is
not just “collateral damage” i.e. poor people getting killed in conflict simply because they cannot
protect themselves. This time path is consistent with the graphs in Figures 3A and 3B: as we see,
the poorest districts have the highest casualties caused by both Maoists and the state in 2002, while

in 2004 it is districts in the third quartile of poverty who have the highest number of deaths.
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5.4 Interpreting the relationship between conflict and social polarization

In this section, we attempt to understand better the relationship between conflict intensity and the
caste polarization measure. In particular, it is striking that the relationship with caste polarization
disappears when we control for poverty measures, but not when we include literacy. One possibility
is that the effect of social divisions works through poverty i.e. all else being equal, an area with
greater social divisions has greater poverty. This could be, for instance, because of economic
opportunities being denied to people of lower castes in a more polarized society, or because the
distribution of assets or incomes is also more unequal in a more polarized society (resulting in a
few rich people and a lot of poor people). Regressing the poverty measure on the caste polarization
measure (Table 10) reveals a positive relationship, even after controlling for geography and literacy
rates, suggesting that part of the relationship of caste polarization with conflict can be explained

by its impact on poverty.

6 Conclusion

We conduct a within-country empirical analysis of the correlates of conflict intensity in Nepal, based
on district-level data. Consistent with cross-country analyses of conflict, we find that poverty or
lack of economic opportunity is significantly correlated with the intensity of conflict. The evolution
of conflict-related deaths over time suggests that the state finds it easier to use more repressive
measures in poorer areas, perhaps leading to greater support for insurgents in those areas. Over
time, as rebels gain control of the poorest areas, the highest intensity of conflict shifts from the
poorest areas to somewhat better off places. The relationship of conflict intensity with measures of
social diversity is much less robust; in particular, there is no significant association with measures
of linguistic diversity, and part of the relationship with caste polarization appears to be because
poverty is higher in more polarized societies. While we cannot be definite on this point, this
could be because social polarization limits the access to economic opportunties for members of the
disadvantaged castes and thus contributes to the overall poverty of the area. Another important
conclusion of our study is that the counter-insurgency efforts of the state also differ across different

areas: in particular, we find the state much more willing to use repressive measures in poor areas.
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7 Data Appendix

A. Measures of conflict: These were computed using data obtained from the website of the
Informal Sector Service Center (INSEC), a Nepalese NGO which documents human rights abuses
across all the districts of Nepal. We obtained data on the number of conflict-related deaths between
13 February, 1996 and 31 December, 2004, caused by the state and by the Maoists separately. We
also obtained annual data on the number of conflict-related deaths for the years 1999, 2002, 2003
and 2004 from the Human Rights Yearbook published by INSEC for various years. We use district

population data from the 1991 census. The main variables are defined as follows:

Normalized total killed = Total killed between 1996 and 2004 divided by district population

(in thousands).

Dummy for more than 100 people killed equals one if the total people killed between 1996
and 2004 is greater than 100.

Normalized total abducted = Total number of people abducted by Maoists between 1996 and
2004 divided by district population (in thousands).

B. Geography: Data on latitude, rainfall and maximum elevation of the district was obtained
from Nepal District Profile:1994. Data on proportion of district under forest area dates from
March 2001 and was obtained from Japan Forest Technology Association (JAFTA), Information
System Development Project For The Management of Tropical Forest: Activity Report of Wide
Area Tropical Forest Resources Survey (Kingdom of Nepal).

C. Development indicators: Poverty figures (indicating the proportion of households in the
districts below the poverty level) were obtained from the Nepal Living Standards Survey 1995-96
(NLSS-I) conducted by the World Bank. Literacy rates for 1991 were obtained from the 1991

Census. Infant mortality rates come from the Nepal District Profile:199/.

D. Infrastructure: Data on roads, post offices, schools, banks and health posts come from Nepal
District Profile:1994 and Nepal District Profile : 2002. They are normalized by the population of
the district.
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E. Caste and language diversity : Caste polarization and fractionalization measures were
computed using 2001 district level census data on population by caste (the 2001 nationwide caste
proportions are very similar to the pre-conflict 1991 caste proportions; however, we do not have
the latter at the district level). We retained castes which make up more than 1% of the district
population, castes that make up less than 1% of the district population are classified as “others”.
We have 76 distinct categories under this measure. The proportion for each category is computed
by dividing total number of individuals in the district falling under that category by respective
district population. The polarization measures are constructed along the lines of Montalvo and
Reynal-Querol (2005) as 4 3" s?(1 — s;), where s; is the proportion of (caste or linguistic) group
i in the population. The caste fractionalization measure is computed as " s;(1 — s;) = 1 — Y s,
where s; is the proportion of caste group ¢ in the population. This represents the probability that

two randomly drawn persons from the population belong to different caste groups.

Proportion of advantaged castes is computed as the proportion of district population be-
longing to the Brahmin, Chhetri, Thakuri or Newar castes. High caste dominance is a dummy
which equals one if the proportion of advantaged castes is between 45 and 90 percent of the district

population.

For measures of linguistic diversity, we use data from 2001 census on the number of people
speaking different languages. We retain languages spoken by more than 1% of the population, and
the remaining are put under ”others” category. This gives us 13 different categories. Linguistic
polarization and fractionalization measures are computed similar to the caste polarization and

fractionalization measures.
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Table 1: Summary statistics

Observations Mean s.d. Minimum Maximum
Total number of deaths (Feb 1996-Dec 2004) 75 150.33 143.69 0 810
Number killed by the state 75 97.11 104.69 0 652
Number killed by the Maoists 75 53.22 45.87 0 250
Year-by-year deaths
Total number of deaths 1999 75 11.79 15.26 0 91
Total number of deaths 2002 75 62.07 84.73 0 480
Total number of deaths 2003 75 24.84 19.49 0 108
Total number of deaths 2004 75 36.49 33.56 0 214
Measures of conflict intensity
Number of deaths per 1000 district population 75 0.83 0.91 0.00 5.21
Number killed by state per 1000 population 75 0.56 0.68 0.00 4.19
Number killed by Maoists per 1000 population 75 0.27 0.26 0.00 1.28
Dummy for more than 100 killed 75 0.56 0.50 0.00 1.00
Dummy for more than 150 killed 75 0.33 0.47 0.00 1.00
Number of abductions per 1000 district population 75 2.03 3.51 0.00 17.98
Geography
Maximum elevation ('000 meters) 75 4.08 2.71 0.19 8.85
Proportion of forested area 75 0.39 0.19 0.04 0.98
Rainfall (‘000 ml) 75 1.53 0.57 0.50 3.88
Development
Poverty Rate (proportion below poverty line) 72 0.42 0.23 0.00 0.92
Infant Mortality Rate (deaths per 1000 births) 75 93.85 32.00 32.00 201.00
Literacy 1991 (%) 75 38.03 11.02 19.60 70.10
Male-female literacy difference 1991 (%) 75 30.74 6.64 -1.10 49.30
Infrastructure
Road length per sq km (1990) 75 0.09 0.18 0.00 1.11
Post offices per 1000 population (1992) 75 0.16 0.17 0.04 1.15
Schools per 1000 population (1994) 75 1.35 0.76 0.44 4.85
Banks per 1000 population (1994) 75 0.03 0.02 0.01 0.19
Health posts per 1000 population (1994) 75 0.30 0.29 0.00 2.24
Change in road length (1990-1997) 75 0.07 0.12 -0.01 0.67
Change in number of post offices (1992-1999) 75 31.89 25.48 2.47 141.68
Caste and language diversity
Caste Fractionalization 75 0.79 0.10 0.41 0.93
Caste polarization 75 0.53 0.14 0.24 0.78
Proportion of advantaged castes 75 0.41 0.22 0.04 0.85
High Caste Dominance (dummy) 75 0.40 0.49 0.00 1.00
Linguistic fractionalization 75 0.42 0.24 0.01 0.79
Linguistic polarization 75 0.59 0.28 0.03 0.93
Proportion speaking Nepali 75 0.59 0.29 0.05 0.99

All summary statistics are for district-level data.



See Data Appendix for sources and descriptions of all variables.



Table 2: Correlations

Panel A: Correlations among conflict intensity measures

Deaths per  Killed by state Killed by Maoists Dummy for
1000 per 1000 per 1000 more than
population population population 100 killed
Killed by state per 1000 population 0.9780*
Killed by Maoists per 1000 population 0.8901* 0.7754*
Dummy for more than 100 killed 0.4700* 0.4525* 0.4341*
Abductions per 1000 population 0.6438* 0.6717* 0.4812* 0.2584*

Panel B: Correlations between conflict intensity and district characteristics

Normalized Dummy for Normalized
number of more than 100 number of
deaths killed abductions
Elevation 0.3236* -0.0015 0.2016
Proportion of forested area 0.3562* 0.3635* 0.2667*
Poverty Rate 0.4939* 0.2370* 0.3597*
Total Literacy Rate 1991 -0.4285* -0.3370* -0.3029*
Road length per sq km 1990 -0.3208* -0.2477* -0.2224
Caste Fractionalization -0.2796* 0.1666 -0.3550*
Linguistic fractionalization -0.3922* -0.0943 -0.4217*
Proportion of advantaged castes 0.3691* -0.0274 0.4117*
Proportion speaking Nepali 0.5173* 0.1313 0.4437*

Panel C: Correlations between district poverty rate and other district characteristics
Poverty Rate

Total Literacy Rate 1991 -0.5641*
Infant mortality rate 0.6091*
Road length per sq km 1990 -0.3188*
Post offices per 1000 population (1992) -0.0835
Schools per 1000 population (1994) -0.0499
Banks per 1000 population (1994) -0.3519*
Health posts per 1000 population (1994) -0.0229
Change in road length (1990-1997) -0.3317*
Change in number of post offices (1992-1999) -0.3509*
Caste polarization 0.3162*
Proportion of advantaged castes 0.3572*
Proportion speaking Nepali 0.4786*

Panel D: Correlations between caste polarization and other diversity measures
Caste polarization

Caste Fractionalization -0.8376*
Proportion of advantaged castes 0.6952*
High caste dominance dummy 0.5302*
Linguistic fractionalization -0.3790*
Linguistic polarization -0.2526*
Proportion speaking Nepali 0.6386*

See Data Appendix for sources and descriptions of variables. All correlations are computed excluding

the districts of Rolpa and Rukum. * indicates a significant correlation at the 5% level of significance.



Table 3 : Correlates of conflict-related deaths

Dependent variable = Conflict-related deaths per 1000 population

@) 2 (©) 4 Q) (6) (@) (C)] ©) 10)
Elevation 0.086**  0.072*** 0.067*** 0.063*** 0.071** 0.062*** 0.057* 0.041 0.035 0.061**
(0.022) (0.020) (0.023) (0.022) (0.020) (0.023) (0.021) (0.028) (0.025) (0.029)
Proportion of forested area 1.372%*  1.074**  1.040*** 0.993** 1.049** 0.948** (.981*** 0.829**  0.881**  1.033**
(0.330) (0.287) (0.300) (0.308) (0.309) (0.327) (0.324) (0.394) (0.406) (0.394)
Poverty rate 1995-96 1.005***  0.966***  0.967***  (0.954*** 0.444
(0.328) (0.293) (0.308) (0.299) (0.364)
Literacy rate 1991 -0.024***  -0.023*** -0.019**
(0.006) (0.006) (0.008)
Road length per sq km -0.939**  -0.783** 0.010
(0.365) (0.295) (0.287)
Proportion of advantaged castes 0.161 0.747* 0.893* 0.431
(0.341) (0.388) (0.487) (0.614)
Caste polarization 0.378 0.996** 1.266** 0.284
(0.399) (0.470) (0.604) (0.596)
Linguistic polarization -0.083 0.149
(0.302) (0.266)
Observations 73 70 70 70 70 73 73 73 73 70
R-squared 0.25 0.40 0.41 0.41 0.40 0.44 0.42 0.33 0.31 0.46

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

Regressions are based on district level data.

All regressions exclude the districts of Rolpa and Rukum.

See Data Appendix for sources and descriptions of all variables.



Table 4 : Robustness check 1: Using different measures of underdevelopment and infrastructure

Dependent variable = Deaths per 1000 population

@) 2 (©) “4) (©) (6) )

Elevation 0.052**  0.084**  0.064** 0.075*** 0.068*** 0.038 0.032

(0.023) (0.031) (0.025) (0.025) (0.023) (0.025) (0.024)
Proportion of forested area 0.823*  1.044** 1.152*** 1.001** (0.835** 0.978** 0.869**

(0.361) (0.345) (0.343) (0.377) (0.364) (0.372) (0.401)
Infant mortality rate 0.008***

(0.003)
Schools per 1000 population (1994) -0.139

(0.122)
Health posts per 1000 population (1994) -0.028
(0.297)
Post offices per 1000 population (1992) -0.510
(0.345)
Banks per 1000 population (1994) -7.379%**
(2.560)
Change in road length (1990-1997) -1.232%**
(0.374)
Change in number of post offices (1992-1999) -0.007***
(0.002)

Caste polarization 0.292 1.112* 0.909* 1.060* 1.098* 1.159**  1.113**

(0.422) (0.590) (0.528) (0.572) (0.546) (0.558) (0.547)
Observations 73 73 73 73 73 73 73
R-squared 0.37 0.29 0.28 0.29 0.33 0.32 0.34

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

Regressions are based on district level data, excluding the districts of Rolpa and Rukum.
See Data Appendix for sources and descriptions of all variables.



Table 5 : Robustness check 2: Using different measures of caste and language divisions

Dependent variable = Deaths per 1000 population

@ () 3 (4) (©)] (6) ) 8 9)
Elevation 0.069***  0.069** 0.069***  0.057** 0.074** 0.073*** 0.079***  0.047**  0.080***
(0.024) (0.021) (0.020) (0.023) (0.024) (0.022) (0.021) (0.022) (0.021)
Proportion of forested area 1.070** 1.038**  1.009***  0.843*  1.185** 1.056*** 1.111*** 0.553 1.126***
(0.294) (0.298) (0.302) (0.356) (0.321) (0.315) (0.323) (0.412) (0.330)
Poverty rate 1995-96 0.980***  0.961** 0.899***  (.886***
(0.291) (0.310) (0.295) (0.288)
Literacy rate 1991 -0.022*** -0.022*** -0.021*** -0.023*** -0.021***
(0.006) (0.006) (0.006) (0.005) (0.006)
Caste fractionalization -0.236 -0.495
(0.790) (0.901)
High caste dominance dummy 0.085 0.264*
(0.132) (0.139)
Linguistic fractionalization -0.220 -0.225
(0.301) (0.314)
Proportion speaking Nepali 0.326 0.759**
(0.278) (0.310)
Linguistic polarization -0.164
(0.287)
Observations 70 70 70 70 73 73 73 73 73
R-squared 0.40 0.41 0.41 0.41 0.40 0.43 0.40 0.46 0.40

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

Regressions are based on district level data, excluding the districts of Rolpa and Rukum.
See Data Appendix for sources and descriptions of all variables.



Table 6: Robustness check 3:

Controlling for remoteness and gender differences

Dependent variable = Normalized number of deaths

@ ) 3 (4) ©)] (6) ) 8 9
Elevation 0.086***  0.066**  0.058**  0.074** 0.064***  0.057** 0.075*** 0.063*** 0.057**
(0.023) (0.023) (0.022) (0.019) (0.023) (0.022) (0.020) (0.022) (0.022)
Proportion of forested area 1.361** 1.068** 1.057*** 1.005** (0.846***  0.869**  1.142*** (0.991***  (.932***
(0.356) (0.318) (0.328) (0.370) (0.308) (0.342) (0.350) (0.316) (0.350)
Poverty rate 1995-96 1.000*** 0.889*** 0.858***
(0.311) (0.308) (0.319)
Literacy rate 1991 -0.023*** -0.021*** -0.021***
(0.006) (0.006) (0.005)
Caste polarization 0.576 1.147** 0.215 0.784 0.314 0.817*
(0.465) (0.543) (0.407) (0.475) (0.397) (0.462)
Male-female literacy difference 0.001 -0.011 -0.009
(0.008) (0.011) (0.010)
Average distance from Rolpa and Rukum -0.012** -0.006 -0.006
(0.005) (0.004) (0.004)
Distance from Kathmandu 0.001** 0.000 0.001
(0.001) (0.001) (0.000)
Observations 73 70 73 73 70 73 73 70 73
R-squared 0.25 0.42 0.43 0.31 0.42 0.44 0.32 0.41 0.44

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

Regressions are based on district level data, excluding the districts of Rolpa and Rukum.
See Data Appendix for sources and descriptions of all variables.



Table 7 : Robustness 4: Other measures of conflict intensity

Dummy for more than 100

Dependent variable

Dummy for more than 150

Abductions per 1000

deaths deaths population Log (number of deaths)
(€] 2) 3 4 5) (6) ) 8 (C)] (10) 11) (12)
Elevation 0.013 0.126* 0.140* 0.100 0.101 0.116 0.294** 0.145 0.098 0.113** 0.107*** 0.125***
(0.056) (0.069) (0.068) (0.066) (0.081) (0.085) (0.106) (0.149) (0.137) (0.036) (0.034) (0.033)
Proportion of forested area 2.878*** 3.628*** 4,221*** 4.894*** 4.568** 5,110%** 5.449** 2157 3.220 2.523** 2.058** 1.968**
(0.894) (1.224) (1.345) (1.100) (1.248) (1.377) (2.057) (2.328) (2.010) (0.440) (0.448) (0.416)
Poverty rate 1995-96 1.506** 1.737** 3.700 1.030%**
(0.717) (0.865) (2.275) (0.350)
Literacy rate 1991 -0.049%** -0.049%** -0.089** -0.032%**
(0.016) (0.017) (0.037) (0.006)
Caste polarization -4.130%* -4.171* -0.409 -0.448 6.057** 7.004** -0.253  0.992
(1.776) (1.904) (1.801) (1.737) (2.874) (3.114) (0.783) (0.733)
Log (population) 0.811*** (.752*** 1.021***
(0.193) (0.207) (0.175)
Observations 73 70 73 73 70 73 73 70 73 73 70 73
R-squared 0.12 0.23 0.24 0.57 0.57 0.68

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

All regressions exclude the districts of Rolpa and Rukum.

See Data Appendix for sources and descriptions of all variables.
Columns (1)-(3) report results from probit regressions. Columns (7)-(12) report OLS regressions.



Table 8 : Correlates of deaths caused by Maoists and the state

Dependent variable

Number killed by Maoists per 1000 population

Number killed by the state per 1000 population

@) ) 3 (4) ®) (6) ) 8 ) (10)
Elevation 0.027***  0.021**  (0.022***  (0.019***  (0.020*** 0.059***  0.046**  0.042**  0.043**  0.037**
(0.008) (0.007) (0.007) (0.007) (0.007) (0.016) (0.018) (0.017) (0.018) (0.016)
Proportion of forested area 0.371**  (0.310***  (0.312*** 0.237 0.264* 1.001**  Q.729***  0.682**  (0.712**  Q.717***
(0.140) (0.114) (0.114) (0.143) (0.147) (0.214) (0.208) (0.218) (0.208) (0.204)
Poverty rate 1995-96 0.294**x  (0.299*** 0.671**  0.668***
(0.096) (0.102) (0.223) (0.229)
Literacy rate 1991 -0.008***  -0.007*** -0.017*** -0.016***
(0.002) (0.002) (0.004) (0.004)
Proportion of advantaged castes 0.027 0.239* 0.134 0.507*
(0.101) (0.129) (0.257) (0.281)
Caste polarization 0.020 0.245 0.357 0.751*
(0.139) (0.186) (0.286) (0.321)
Observations 73 70 70 73 73 73 70 70 73 73
R-squared 0.20 0.38 0.37 0.37 0.34 0.25 0.37 0.37 0.42 0.41

Robust standard errors in parentheses
* significant at 10%; ** significant at 5%; *** significant at 1%
Regressions are based on district level data.

All regressions exclude the districts of Rolpa and Rukum.

See Data Appendix for sources and descriptions of all variables.



Table 9 : Correlates of conflict-related deaths caused by Maoists and the state year by year

Dependent variable: Maoist-caused deaths per 1000 population Dependent variable: state-caused deaths per 1000 population
1999 2002 2003 2004 1999 2002 2003 2004
Q @ ©) ) ®) (6) 0 ® 9 (10) 1) (12) (13 (14 (15 (16)
Elevation 0.001 0.001 0.002 0.001 0.001 0.001 0.003 0.003 0.001 0.001 0.009 0.008 0.006 0.006 0.025* 0.023*

(0.001) (0.001) (0.004) (0.004) (0.001) (0.001) (0.004) (0.004)  (0.001) (0.001) (0.009) (0.009) (0.004) (0.004) (0.013) (0.012)
Prop. forested area  0.032* 0.009 0.058  0.103* 0.026 0.033 0.040 0.047  0.049** 0.048* 0.316* 0.318** 0.082* 0.098** 0.003 0.075
(0.017) (0.034) (0.067) (0.058) (0.024) (0.021) (0.043) (0.035)  (0.022) (0.024) (0.161) (0.149) (0.044) (0.040) (0.115) (0.072)

Poverty rate 1995-96 0.013 0.197** 0.006 0.002 0.037* 0.413** 0.023 0.061
(0.014) (0.081) (0.014) (0.035) (0.020) (0.174) (0.036) (0.093)

Literacy rate 1991 -0.000 -0.004%** -0.001%* -0.000 -0.001%* -0.009%** -0.002%* -0.000

(0.000) (0.001) (0.000) (0.000) (0.000) (0.003) (0.001) (0.001)

Caste polarization ~ -0.007 0.023 0129  0.203* 0.002 -0.003 -0.029 -0.034  -0.016 0.007 0.376* 0.642** 0000 0.014 -0.065 -0.099

(0.020) (0.034) (0.097) (0.120) (0.023) (0.021) (0.049) (0.046)  (0.020) (0.020) (0.197) (0.247) (0.063) (0.061) (0.085) (0.075)

Observations 70 73 70 73 70 73 70 73 70 73 70 73 70 73 70 73
R-squared 0.10 0.06 0.24 0.22 0.07 0.14 0.03 0.02 0.20 0.17 0.33 0.34 0.12 0.19 0.10 0.08

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%
Regressions are based on district level data.

All regressions exclude the districts of Rolpa and Rukum.

See Data Appendix for sources and descriptions of all variables.



Table 10: Relationship between poverty and caste polarization

Dependent variable = Poverty rate

(€] ) 3
Caste polarization 0.540***  0.386* 0.488***
(0.167) (0.219) (0.174)
Elevation 0.002 -0.001
(0.010) (0.008)
Proportion of forested area 0.311* 0.192
(0.165) (0.130)
Literacy rate 1991 -0.012%**
(0.002)
Observations 70 70 70
R-squared 0.10 0.15 0.45

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%
Regressions are based on district level data.

All regressions exclude the districts of Rolpa and Rukum.

See Data Appendix for sources and descriptions of all variables.



Table Al: Dropping Kathmandu and other urbanized districts

Dependent variable = Normalized number of deaths

Base spec Without Kathmandu  Without 4 most urbanized districts
@) 2 3 4 ®) (6)
Elevation 0.063***  0.057**  0.063*** 0.058***  0.063**  0.062**
(0.022) (0.021) (0.022) (0.022) (0.025) (0.024)
Proportion of forested area 0.993***  0.981**  (0.991**  (0.989***  (0.961***  1.034***
(0.308) (0.324) (0.306) (0.325) (0.348) (0.370)
Poverty rate 1995-96 0.967*** 0.956*** 0.883***
(0.308) (0.317) (0.329)
Literacy rate 1991 -0.023*** -0.024%*** -0.024***
(0.006) (0.006) (0.007)
Caste polarization 0.378 0.996** 0.393 0.971* 0.496 0.881
(0.399) (0.470) (0.401) (0.466) (0.514) (0.555)
Observations 70 73 69 72 66 69
R-squared 0.41 0.42 0.40 0.42 0.39 0.40

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

Regressions are based on district level data, excluding the districts of Rolpa and Rukum.
See Data Appendix for sources and descriptions of all variables.

Columns (5) and (6) exclude the districts of Kathmandu, Lalitpur, Bhaktapur and Kaski.



Number of deaths

Figure 1. Number of conflict-related deaths
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Figure 3A: Evolution of Maoist-caused deaths by
poverty quartile
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5

>

(@]

a

0

L L _|

d AN

V

2

g

8-

V

0

™

S

&S =

o

V

2

L O

> | \
E %

V

O

AN

S 1 -

g | | | | | |
S 1999 2000 2001 2002 2003 2004
)é\ year

% ——e— Poverty<0.26 —=—— 0.26<Poverty<0.38
o

—A—— (.38<Poverty<0.58 ———— Poverty>0.62




Figure 3B: Evolution of State-caused deaths by poverty
guartile
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