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Abstract 

This paper explores the idea that social welfare policy can buy peace in conflict-affected 

societies. Challenging this popular view, the paper emphasizes the mixed blessings of the 

“politics of social welfare”. These have largely been neglected in previous research. To test 

the ideas, a quantitative-
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1. Introduction  

Social welfare policy 
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fare in Nepal have been mainly policy-oriented and technical (Armon et al. 2004; Holmes 

and Uphadya 2009), this paper aims at analysing the politics of distribution, the question of 

who gets what and why - and how this impacts on the peace-agenda.  

The paper’s empirical aspiration calls for a combined quantitative and qualitative method-

ology. First, the quantitative section uses a multiple regression analysis across Nepal’s 75 

districts to assess whether districts that spent more on social welfare did better in reducing 

violence all things equal. The within-country approach is novel in conflict studies, and in 

Adam and Dercon’s words it allows for more “empirically convincing work” (Adam and 

Dercon 2009, 178). Nevertheless, statistical analysis is inadequate to capture causality. 

Hence, a political economy analysis is undertaken to trace causal links and unravel the poli-

tics of social welfare.      

A word on terminology: definitions of social welfare1 are contested (Gentilini 2009, 149–

150). Following Taydas and Peksen, this paper understands social welfare as a package of 

health, education and social security (Taydas and Peksen 2012, 274). For the purpose here, 

such a broad definition makes sense, as the focus is on overall relationships not particular 

policies.  

The remainder of this paper is structured as follows: the next chapter sets off with a review 

of the literature, in order to identify causal links between social welfare and peace, and learn 

how these might be distorted by politics. Next, a presentation of the methodology based 

on mixed methods follows. After a brief introduction to Nepal’s conflict, the analysis folds 

out over two chapters, first quantitatively assessing the effects of social welfare on peace - 

then qualitatively scrutinizing the causal links and the politics affecting them. Finally, the 

paper concludes and provides suggestions for further research.  

                                                      
1 “Social welfare” is in this paper used interchangeably with social policy, welfare, social spending etc. 
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2. Literature: Identifying Links from  Social Welfare Policy to Peace 

The scholarly interest in peace-building mainly evolved after the Cold War parallel with the 

increasing employment of international peace-building missions. While the field is still domi-

nated by case studies and practitioner experiences (see Paris (2004) for an overview), there 

has recently been efforts to develop theoretical generalizations and cross-country empirical 

analyses of factors explaining sustainable peace (Collier et al. 2008, 462).  

As these studies grow out of the vast literature of the causes of conflict, there is a natural 

overlap in the factors seen to originate 
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economy allows it (Collier et al. 2009, 24). In contrast to this argument, Fearon and Laitin 

are occupied with the causal path from low economic income to a weak government which, 

in turn, is not capable of fighting rebels (Fearon and Laitin 2003). Miguel et al. use rainfall 

variations across 41 African countries as instrument for growth to show that economic 

shocks are significantly related to conflict no matter how rich, democratic or ethnically di-

verse a country is (Miguel et al. 2004). While this quantitative literature has been critiqued for 

omitted variable bias and reverse causality (Thoms and Ron 2007, 681), the conclusion is 

also widely supported in case studies. For instance, Uvin shows how economic crisis trig-

gered the Rwandan genocide (Uvin 2000, 195) and Theidon describes how lack of economic 

opportunities drove Columbian men into paramilitary forces (Theidon 2008, 14–15) . More-

over, economic deprivation is regarded as a reason behind Nepal’s conflict (Einsiedel et al. 

2012, 9). Hence, despite controversy about the channels, there remains consensus about the 

importance of economic development for peace. 

Social welfare policy, in turn, is believed to facilitate economic development (Burgoon 2006, 

179; Taydas and Peksen 2012, 277). Although some argue against the productive effects of 

“overly large” government spending (Barro and Lee 1993) and against the extensive time 

horizons needed to see any growth-inducing effects (Gentilini 2009, 152), the balance of 

evidence suggests that welfare spending promotes economic development. This can be 

drawn from endogenous growth models, which contrary to the Solow-model’s exogenous 

explanatory framework, allow for a role for public policy in spurring productivity and growth. 

While generalizing about the precise macro-economic effects of welfare programs is diffi-

cult due to variations in type, segments, targeting etc., Barrientos uses impact evaluation 

studies to show that on household-level the evidence is clear: social welfare has productive 

effects (Barrientos 2012). Similarly, Mehrota’s study of 10 high 
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ket failures (e.g. information asymmetries, public goods, externalities etc.) that are acknowl-

edged to exist as a deviation from the perfect market model in poor countries (Stiglitz 2000). 

These failures explain why poor people are underinsured by the private market and why, in 

utilitarian terms, public social spending is reasonable to cope with temporary shocks (Bar-

rientos and Hulme 2009, 441). Moreover, it is argued that managing risk will allow for risk-

averse and productive investments in land, children, enterprises etc. (Shepherd et al. 2005, 9).  

In 
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countries, she demonstrates that unequal access to economic and educational opportunities 

do increase conflict-risk (Østby 2008). Gurr likewise shows the potential explosiveness of 

structural group-difference based on data from the “Minorities at Risk” database (Gurr 

2000). An insight emerging from the case-based literature is that horizontal inequalities do 

not inevitably result in conflict, but are useful for conflict-entrepreneurs to mobilize public 

discontent (Brown and Langer 2010). Examples are Turton’s analysis of how group-based 

grievances between Hutus and Tutsis were used to spark Rwanda’s genocide and De Waal’s 

study of politicization of Sudan’s North-South divide 
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Figure 2.1: Causal Stories between Social Welfare and Peace 

 

  

2.3 Critiques of the Two Stories: Bringing in Politics 
If we zoom out to take a critical look at the entire social welfare 
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grammes do not necessarily target the most needy segments of the population, but, rather, 

the ones critical for the regime’s political survival” (Feng and Gizelis 2002, 220).  

To understand the consequences of such political factors, Hickey first emphasizes the role 

of formal political institutions (Hickey 2007, 3–4). Especially, the role of democratic insti-

tutions and elections are regarded as important for the impulse and shape of social policies. 

Following a public choice logic, it is argued that democratic leaders have incentives to pro-

vide welfare in exchange for votes and power (Hickey 2007, 4). Evidence for this argument 

is found in studies of political cycles and social spending, showing a positive correlation 

between elections and welfare spending (Niño-Zarazúa et al. 2012, 170).  

This argument is in tune with new institutional economics, which claims that formal insti-

tutions structure incentives and hence, that “institutions matter” for development (North 

1990, 12; Przeworski 2004, 527). In a critique of this, historical political economy shifts 

attention to the distributional consequences of institutions on wealth and power. A , t25(hi)-1(s)5( a)-4pp(r)3o acn i 
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3. Reflections on Methodology: Mixing Methods 

Despite enduring mutual criticism between quantitative and qualitative scholars, there is a 

gradual move towards greater 



 page 13 af 41  
 

intensity based on conflict-related deaths instead of the usual dummies for onset of conflict 

(Do and Iyer 2007, 2). Despite these benefits, within-country analysis is still no magical 
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4. A Brief Introduction to the “People’s War” in Nepal 

The so-called “People’s War” was waged by Maoists activists against the state in 19962. The 

insurgency lasted until the signing of the Comprehensive Peace Accord in November 2006 

after a decade of violence that 
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conflict-decade (Do and Iyer 2010, 736). However, the economic progress went hand in 

hand with increasing horizontal inequality along Nepal’s multiple cleavages between urban 
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5. Quantitative Analysis: the Social Welfare-Peace Link  

This chapter empirically assesses the optimistic expectation and hypothesis that social welfare 
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in Nepal are only available on sampled districts at present (Saferworld 2011), INSECs data 

is still the best available option for cross-regional analysis. 

Compared to Do and Iyer’s analysis, covering the decade 1996-2006, the paper studies the 

period from 2001 to 2011. This time-frame has been chosen out of two reasons. First, as 

the focus is on peace-building, this later timeframe coincides with the period where the 

conflict was realized as a challenge and where peace-promoting initiatives were taken (Ein-

siedel et al. 2012, 18–24). Moreover following Keen (2008), it is acknowledged that there is 

no clear cut between conflict and peace. Consequently, the periods before and after the 

peace accord in 2006 are of equal interest. Secondly, as many of the explanatory variables 

discussed below are from 2001, measuring the dependent variable after 2001 is necessary to 

avoid reverse causality. However, this timeframe risks biasing the result if previous violence 

(1996-2000) affects following conflict intensity as well as social welfare allocation - in which 

case there is a spurious relation. Yet, the fact that violence mainly escalated after deploying 

the army in 2001 (Einsiedel et al. 2012, 19), gives confidence that this is less the case. 

Moreover, the effect of previous conflict intensity is tested in a robustness-test and found 

insignificant (see appendix 8.2). Figure 5.1 shows the evolvement of the conflict in terms of 

conflict-related deaths. 

Figure 5.1 Conflict-related Death 1996-2011 

Source: Compiled from INSEC (1996-2011) 
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Now turning to the independent variables: 

Social Welfare Policy: Following the literature review, it is expected that conflict intensity is 

lower in areas where the government provides more social welfare. The main caveat of the 

analysis is that it has not been possible to get hold of district-wise data of public expendi-

tures on social welfare (i.e. health, education and social security)5. Lack of expenditure-data 

is likewise a major impediment for cross-national studies (Taydas and Peksen 2012, 274). 

While Taydas and Peksen cope with it through statistical methods that replace missing vari-

able, this paper tries to find alternative proxies. Two variables are used as proxies for social 

welfare: First, per capita public development expenditures in 2001 capture the presence of 

the state and its willingness to support development on district-level. Secondly, the Health 

Institution Density Index captures the number of health institutions per district population, 

normalized to account for differences in area-size and distance to health institutions. While 

none of these two variables are optimal (the first captures more and the second less than 

the social welfare package), they are the best available proxies. Data is compiled from Ne-

pal District Profiles (Central Bureau of Statistics 2003). 

In line with the literature discussed above, the paper adds several variables to control for 

the major alternative explanations of conflict: 

Poverty: It is expected that poorer districts show greater intensity of violence, either because 

the opportunity costs of rebellion are lower (Collier 1998) or the state is weaker (Fearon 

and Laitin 2003) or a combination of these factors. Poverty is measured by the proportion 

of poor below Nepal’s poverty line in 1995, using data from Do and Iyer (2010).  

Geography: Rough terrain is expected to be conducive of rebellion, as it allows for guerilla-

war. This is proxied by the maximum elevation (‘000 meters) from Do and Iyer’s data.  

Social groups: Following the case-specific literature on Nepal, the analysis uses Do and Iyer’s 

indices for caste and linguistic polarization to test whether social diversity impacted on the 

conflict. Based on Montalvo and Reynal-Querol’s technique for measuring polarization, the 

two indexes capture diversity between major castes and language groups. The index ranks 

from 1, when society consists of two equal-sized groups with high conflict potential, to 0 

when society is completely homogenous or heterogeneous (Do and Iyer 2007, 10).  

                                                      
5 Expenditure data has its own drawbacks in evaluating social welfare. See Van de Walle (1998) for a critique. 
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Inequality: Finally as argued, there is wide support for the hypothesis that horizontal inequal-

ity strengthened the Maoists. Acknowledging Nepal’s multiple 
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5.2 Results: Does Social Welfare Policy Promote Peace? 
The main results are summarized in table 5.2 below6. The clearest message from these re-

sults is a reconfirmation of the conclusions obtained by Do and Iyer (2010). In model 1, 

Do and Iyer’s core analysis is repeated confirming their finding that poverty a
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Table 5.2: Ordinary-Least-Squared Analysis of Social Welfare Policies and Conflict Intensity
Dependent variable: LN Conflict-related deaths per 1000 district-population (2001-2011)

Do and Iyer (2010)
Independent variables (1) (2) (3) (4) (5)
Ln Development Expenditures per capita (Rps) -0,210**(0,098) -0,133(0,090)
Health Institution Density Index -0,102*(0,060) -0,114*(0,058)

Poverty rate (proportion below poverty line)0,776***(0,268) 0,603**(0,273) 0,564**(0,277) 0,582**(0,273) 0,479*(0,280)
Maximum Elevation ('000 metres) 0,058**(0,025) 0,061**(0,024) 0,062**(0,025) 0,047*(0,027) 0,031(0,026)
Caste Polarization Index 0,530(0,497) 0,953*(0,523) 0,615(0,511)
Proportion of Marginal Households 0,011*(0,006) 0,014**(0,006)

R² 0,269 0,32 0,289 0,326 0,342
Number of observations 71 71 71 71 71
Notes: *** is significant at the 1 percent level, ** at the 5 percent level and * at the 10 percent level
Numbers in brackets show standard deviations. The district Rukum is excluded. Constant not shown here.
Sources Do and Iyer (2010), INSEC (2001-2011) and Central Bureau of Statistics et al. (2003)

Including social welfare Testing Inequality



 page 22 af 41  
 



 page 23 af 41  
 

5.3 Summing-up on the Quantitative Analysis 
The quantitative study confirms the expectation of a positive relationship between welfare 

policies and violence reduction. Yet, the results are fragile and the brief analysis must be 

taken as tentative. The core variables are uncertain proxies for the real-life phenomena of 

social welfare. Moreover, the results are marked by low significance in several model-

specifications. Hence, while the analysis preliminarily -B 0 Tw 1m3(lo)< x
heTw 5.68 0 Td
( )T(r)i0 T 
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While less prominent, the economic wealth story has also figured in several peace-building initi-

atives. The first post-conflict Three-Year Development Plan (2010-2013) was conceptual-

ized in an “inclusive growth” language, focusing at how to create employment-led growth 

by building human capital (Koehler 2011, 9). Drawing on interviews with key policy-

makers, Holmes and Uphayda likewise find evidence of a political attitude towards social 

cash transfers as “economic growth boosters” with multiplier effects in local communities 

(Holmes and Uphadya 2009, 23–24). Bhuzal’s public perception study furthermore sup-

ports this conclusion with 46% of the interviewees seeing social spending as an investment 

for growth and peace (Bhusal 2012, 55). That 





 p
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2008 election, all 25 competing parties thus included free health in their political manifestos 

(Jones 2012, 250)
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2010). This left the districts in power vacuums or returned old power constellations. More-

over, local elections have not taken place since 2002, contributing to the lack of accounta-

bility and insulation of local powers (Holmes and Uphadya 2009, 5). From these accounts, 

it seems fair to support Miklian et al.’s observation that “going down to the village level 

alone does not erase power dynamics but further consolidates them (Miklian et al. 2011, 

292). 

From the above discussion the following characteristic features of the decentralized Nepali 

state can be drawn: its extractive nature, its insulation from the center and the informal 

patron-relationship between power holders and citizens. This raises two issues in relation 

to the social welfare-peace nexus.  

First, if social welfare programs get intertwined in informal power dynamics and not dis-

tributed rightly to eligible candidates, this obviously distorts the two causal stories. Particu-

larly the inclusive state argument does not hold under conditions of misuse of funds, as 

citizens will see the state as predatory instead of rights-based and inclusive. Furthermore, 

the economic wealth story is punctured under conditions, where public funds are used for 

rents rather than reducing risks and building human capital. Drawing on the few existing 

evaluations of social welfare in Nepal, there is evidence of what is called “disbursement 

bottlenecks” (Holmes and Uphadya 2009, 19). These bottlenecks are partly related to weak 

administrative capacity in VDCs and DDCs, but intentional distortion cannot be excluded 

(Holmes and Uphadya 2009, 18–19; Palacios and Rajan 2004, 23–24). Local civil servants 

have more or less un-checked control over social welfare resources. There are no account-

ability mechanisms to keep track on the distribution of social funds (Holmes and Uphadya 

2009, 17–20). Moreover, the funding mechanisms starts from the VDCs, who request 

funds from the central Ministries based on their local registers over eligible candidates for 

social programs. In line with North’s 
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to this distributional question is clear from Bennett’s comment that Nepal’s social policies 

interact with a 
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7. Conclusion and Perspectives 

This paper was motivated by the paradox that social welfare policies are suggested as a new 

hope for peace-building, while previous research warn about the political manipulation and 

distortive effects of such policies in weak states. Puzzled by this contradiction, the paper 

aspired to assess the true role of social welfare in peace-building.   

This endeavour was undertaken through a combined quantitative-qualitative analysis of the 

welfare policies implemented in Nepal during the “People’s War” from 1996-2006. Given 

the Maoists strong support for social policies and the window of opportunity for social 

reform that opened through the conflict, this was deemed an interesting case. 
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8. Appendices 
8.1 Overview over Data Sources 

Variable Data description and Source 
Conflict-intensity  Measured as conflict-related deaths out of 1000 district-population 

 
Data kindly shared by the Informal Sector Service Centre (INSEC) 
and partly available at www.inseconline.org 
 
District Population Data from Population Census 2001, available at 
www.cbs.gov.np  

Health Institution Density 
Index 

Measured as number of health institutions per 1000 district-
population, divided by population distance (where population distance 

is measured as §
�º�å�Ø�Ô

�É�â�ã�è�ß�Ô�ç�Ü�â�á
 ) 

 
Data and calculations from Central Bureau of Statistics (2003) publica-
tion “Districts of Nepal”, available at www.cbs.gov.np 

Per Capita Public Develop-
ment Expenditure 

Measured as the total development budget expenditures in Rps divided 
by total population 
 
Data and calculations from Central Bureau of Statistics (2003) publica-
tion “Districts of Nepal”, available at www.cbs.gov.np 

Poverty Measured as the poverty head count ratio (proportion of households 
below the poverty line) 
 
Data from Do an Iyer (2010) based on Nepal Living Standards Survey 
1995-1996 

Geography Measured by Maximum Elevation in ‘000 metres 
 
Data from Do and Iyer (2010) 

Social Diversity (Caste and 
Language polarization in-
dex)  

Calculated as 4 �Ã (1 F�O�Ü)
   �6
�Ì�Ü  where  �O�Ü is the proportion of (caste or 

linguistic) group i in the population. Only castes and language groups 
that constitute more than 1% of district population is included, in all 
76 castes and 13 language categories. 
 
Data and calculations from Do and Iyer  (2010) 

Inequality (Percentage of 
Marginal Farm Households) 

Measured as percentage of farm households with agricultural landhold-
ings <0.5 ha out of total households multiplied by the agricultural 
labour force (the ratio of usually economically 
active population engaged in agriculture to the total usually 
economically active population). 
 
Data and calculations from Central Bureau of Statistics (2003) publica-
tion “Districts of Nepal”, available at www.cbs.gov.np 

Further variables used in the 
Robustness Test: Human 
Development Index, Maoist 
Affiliation, Infant Mortality 
Rate and conflict-related 
death by state/non-state  

Human Development Index (HDI) from UNDP (2004) 
Classifications of Maoist Affiliation by Home Ministry from Sharma 
(2004)  
Infant Mortality Rate from Do and Iyer (2010) 
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