
S ix years after the peace accord that 
ended Nepal’s 10-year civil war and 
brought Maoist insurgents into the 

democratic process, the country remains 
mired in political uncertainty and is strug-
gling to complete the complex transition 
from authoritarian, neo-feudal monarchy 
to democratic, politically-inclusive republic.  
Nepal could potentially provide an example 
to other countries emerging from internal 
conflict and those seeking increased political 
representation for marginalised ethnic and 
social communities. However, despite signifi-
cant progress, Nepal once again finds itself 
at a critical juncture following further delays 
in the process of drafting its new constitu-
tion that have left its political environment 
highly unstable and increasingly fragmented.

In the second half of 2011, there was a 
surge of optimism about the peace process, 

following the accession of Baburam Bhat-
tarai as prime minister, a leading ideologue 
in the Unified Communist Party of Nepal – 
Maoist (UCPN-M). He became the country’s 
fourth prime minister since Nepal’s first fully 
democratic elections created the Constituent 
Assembly in 2008 – each of which has been 
dependent on shaky coalitions as no party 
held a majority. 

Nepal also experienced a seven-month 
period between June 2010 and January 2011 
when it was without any e!ective leadership, 
as the leading political parties – the UCPN-
M, Nepali Congress (NC), and Communist 
Party of Nepal-Unified Marxist-Leninist 
(CPN-UML), as well as an alliance of parties 
representing the Madhesi community – 
refused to agree on a government of national 
unity. The deadline for completing the 
country’s new constitution, originally set as 

The process of drafting a new constitution in Nepal has been beset by political 
infighting. Eric Randolph examines the complex political and social situation that has 
opened up a number of potential scenarios regarding the country’s future stability.

Weak constitution
Nepal faces complex social and political issues 

The failure of the Nepalese 
government to meet a deadline to 
agree a new constitution, despite four 
extensions, has left the country facing 
an uncertain political future.

New elections are not expected before 
April 2013 and the situation has been 
complicated by political divisions 
and ongoing disagreements over 
federalism and the rights of ethnic 
minority groups.

The complex political and social 
situation has created a number of 
potential scenarios regarding the 
country’s future direction, although 
the problems of political and societal 
instability are unlikely to be solved 
over the short- to medium-term future.
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Nepalese police clash with students 
 demanding the resignation of Prime Minister 
Baburam Bhattarai in Kathmandu, Nepal,  
on 17 June 2012. PA: 1456825
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May 2010, had already been extended three 
times. By contrast, Bhattarai took over the 
premiership in August 2011 in a strong posi-
tion. His UCPN-M is the largest party in the 
Constituent Assembly and had the backing of 
several Madhesi parties. Bhattarai also carried 
a reassuring reputation as a political moder-
ate, willing to compromise with conservative 
parties, as well as also maintaining close ties 
to India, which has traditionally maintained 
considerable influence over events in Nepal. 
Early in his tenure, Bhattarai oversaw a num-
ber of key decisions, most notably handing 
over control of the cantonments in which 
former Maoist fighters and their weapons had 
been housed since the end of the civil war to 
a parliamentary committee, and a final agree-
ment on the future of those fighters, who 
were o!ered a choice between joining the 
Nepalese armed forces or taking monetary 
compensation. 

After years of instability, there appeared to 
be a renewed spirit of compromise between 
all political parties, amid a recognition that 
the public was growing impatient with the 
incessant delays in completing the constitu-
tion. This was reinforced in November 2011 
when the Supreme Court ruled that the lat-
est six-month extension to the deadline for a 
constitution would have to be the last. 

However, in the first few months of 2012 
these hopes began to dissipate, as the Con-
stituent Assembly began to wrestle with the 
crucial and highly divisive issue of federal-
ism, namely how Nepal’s states should be 
restructured and how much political power 
they should be given. It is an issue that pits 
the long-standing grievances of marginal-
ised social and ethnic communities against 
a political and social elite in Kathmandu 
who fear their position is being permanently 
undermined. 

The idea of creating ethnic- or identity-
based states that would empower minority 
groups has been strongly resisted by the 
conservative NC and CPN-UML parties, 
whose upper caste leadership has proved the 
greatest obstacle to the completion of the 
constitution. While the UCPN-M leadership 
is similarly dominated by upper castes, it 
has proved more receptive to pro-federalism 
demands, but has also been ravaged by fac-
tionalism in its ranks that eventually led to a 
major split in the party in June. 

After a rushed, last-minute agreement on 
federalism sparked nationwide protests, it 
became clear that yet another deadline for 
the constitution would be missed on 27 May. 

With minutes to go, Bhattarai announced 
that he was dissolving the Constituent 
Assembly and calling fresh elections for 22 
November. However, the Election Commis-
sion later ruled that there was no legal provi-
sion for elections to be held, and with winter 
making it di"cult to conduct polls in remote 
areas, it is likely that they will be postponed 
until April 2013.

Risk in September 2012
To assess the likely evolution of risk in 
Nepal, it is first necessary to analyse the 
country’s current level of stability. This can 
be established by examining five factors: 
political, social, economic, military/security 
and external.

Political stability
Bhattarai’s decision to dissolve the Constitu-
ent Assembly and call fresh elections – forced 
by the Supreme Court ruling against further 
extensions – has left the country in political 
limbo. The NC and CPN-UML have argued 
that he acted illegally in remaining as prime 
minister after the dissolution and have 
demanded that he stand down before any 
elections are held. Bhattarai insisted that he 
was fulfilling a necessary caretaker role in the 
run-up to the elections and that the NC and 
CPN-UML were more interested in regaining 
power than finding a route out of the current 
impasse, although his position may grow in-
creasingly untenable now that polls are likely 
to be delayed until 2013.

The legal situation is unclear, since the 
interim constitution implemented in 2007 
does not allow for a second Constituent As-
sembly election. This means laws will have to 
be amended for the election to take place, yet 
there is currently no legislature with which 
to do so. 

In recent weeks, some leaders from across 
the political spectrum have come round to 
the idea of reviving the original Constituent 
Assembly through a temporary edict, overrul-
ing the Supreme Court. However, that could 
simply lead to further stalemate, particu-
larly if the crucial issue of federalism is not 
resolved. The UCPN-M-Madhesi coalition has 
been pressing for a package deal by which an 
agreement on federalism is reached between 
the leading parties, after which the Constitu-
ent Assembly could be revived for a short pe-
riod to promulgate the constitution and hold 
elections to a new, permanent parliament. 
Others have argued for a move directly to a 
permanent parliament, which could conclude 

the work of drafting the constitution. Both 
options would require a controversial bend-
ing of the rules established under the interim 
constitution.

In the meantime Nepal’s political scene 
is rapidly fragmenting. In June, a hardline 
faction within the UCPN-M led by Mohan 
Baidya (alias ‘Kiran’) announced the creation 
of a new party called the Communist Party of 
Nepal-Maoist (CPN-M). The move did little 
more than formalise a long-standing division 
within the Maoist ranks, with Baidya having 
operated a separate party o"ce in Kath-
mandu for almost a year prior to the split, but 
the move is likely to have a significant spoiler 
e!ect. Even after the split, divisions remain 
within the UCPN-M, as became clear during 
the party’s plenum in July. Many members 
were critical of the leadership’s close ties 
with India and alleged corruption in the pro-
cess of paying former Maoist combatants. 

Although the conference led to a pledge 
of unity, disputes between factions loyal to 
either Bhattarai or party president, Pushpa 
Kamal Dahal (known by his nom de guerre 
‘Prachanda’) at times descended into physical 
scu#es. There have also been splits in Mad-
hesi parties, including the Madhesi People’s 
Rights Forum (Madhesi Janadhikar Forum: 
MJF-N) in June. There are currently 18 parties 
representing the Madhesi. The conservative 
parties, particularly the CPN-UML, are also 
facing considerable dissension from ethnic 
minority groups within their ranks.

All this makes it extremely di"cult to 
predict what will happen should fresh elec-
tions be held. A basic fault line has emerged 
between political forces that either oppose or 
support federalism and the UCPN-M hopes to 
stitch together a loose alliance of pro-federal 
forces ahead of elections. However, given the 
vast array of opinions on the subject and the 
personal ambitions of political leaders, such 
an alliance will probably prove highly volatile. 
Amid the uncertainty, ideological positions 
are hardening, undermining the chances of 
co-operation. 

Social stability
Nepal has a mosaic of ethnic and linguistic 
groups and its predominantly Hindu popula-
tion is divided by distinct caste identities. 
For centuries, Nepalese society has been 
dominated by Kathmandu-based, upper-
caste elites (primarily from the Bahun and 
Chhetri castes), who are over-represented 
in all its institutions. That reality is now 
being challenged. The Maoists raised the 
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political awareness of marginalised com-
munities, such as the Madhesi community 
in the southern Terai region, the aboriginal 
Janjatis and the low-caste dalits, during the 
civil war in order to strengthen their political 
support. The failure to address the grievances 
of minorities in the 2007 interim constitu-
tion sparked weeks of rioting in Madhesi 
areas in which at least 27 people were killed. 
Since then, discussions over federalism in the 
new constitution have become the primary 
vehicle for these groups to press for increased 
political representation. With questions 
over the future of former Maoist combatants 
resolved, the issue of federalism has become 
the single most important obstacle to draft-
ing the constitution. 

An eight-member State Restructuring 
Commission was formed in November 2011 
and the two proposals that emerged from 
its three-month consultation clearly re-
flected the divide between marginalised and 
conservative voices. The first – put forward 
by the Maoist and Madhesi alliance within 
the commission – called for a system of 11 
states based along ethnic and identity lines, 
with priority rights for the dominant ethnic 
groups. The second proposal – put forward by 

members of the more conservative NC and 
CPN-UML – wanted six states on the basis of 
economic viability, with considerable pow-
ers retained by the central government in 
Kathmandu. 

When agreement could not be reached 
on either model, a number of alternative 
arrangements were put forward by individual 
parties. With the debate focused on ques-
tions of caste and ethnicity, allegiances have 
often cut across party lines and each new 
proposal has triggered protests from di!erent 
communities across the country who feel 
their position is threatened. 

On 15 May, the UCPN-M, NC and CPN-
UML concluded a last-minute agreement 
behind closed doors that deferred decision 
on the precise details of federalism until 
after the constitution had been passed. They 
promised a new Central Federal Commis-
sion to decide boundaries and said provincial 
assemblies would choose the name of each 
state. However, 320 members of the Con-
stituent Assembly (a majority in the 601-seat 
body) – primarily from Madhesi and ethnic 
minority groups – signed a petition opposing 
the deal, which they interpreted as a deliber-
ate attempt to avoid meeting their demands. 

Widespread protests and shop closures were 
organised, including a three-day strike led by 
the cross-party Nepal Federation of Indig-
enous Nationalities, which degenerated into 
violent clashes with police and the destruc-
tion of property. 

Conservative parties argue that federalism 
risks fragmenting the country along ethnic 
lines and challenges the notion of ‘national 
unity’ promoted by the former monarchy. 
These statements mask an approach to state 
restructuring that seeks to maintain the 
dominance of upper castes and the central 
government. So far, ethnic leaders have not 
called for full secession and have been willing 
to drop more contentious proposals, such as 
the idea that only the dominant ethnic group 
in each state would be able to hold senior 
positions in provincial governments. Only 
the UCPN-M have shown a serious willing-
ness to listen to their concerns. Although 
the conservative parties face considerable 
pressure from ethnic members within their 
parties, their leadership has shown little 
willingness to compromise. If that persists, 
minority communities may decide that the 
moderates who currently represent them 
are not capable of achieving results, opening 
the way for radical groups and hardliners to 
increase their support. 

Economic stability
The chaotic political situation has done 
little to help Nepal improve its position as 
the poorest country in South Asia and one 
of the poorest in the world. Agriculture still 
employs more than 80% of the population, 
but is held back by low land productivity, 
insu"cient irrigation and frequent natural 
disasters. The country also su!ers from poor 
power generation and an infrastructure 
deficit, particularly in transportation, and 
is vulnerable to any changes in the circum-
stances of its primary trade partners – India 
and China. The political chaos has also de-
terred investors and hampered the creation 
of strong financial oversight mechanisms. 

Nonetheless, Nepal has had a relatively 
successful period between 2011 and 2012, 
with the Ministry of Finance’s annual 
report showing gross domestic product 
(GDP) growth of 4.6%, up from 3.9% the 
year before. This was largely the result of a 
healthy monsoon in 2011 that led to a record 
harvest of 9.45 million tonnes, almost double 
the previous year. The service sector also 
remained buoyant, growing by 5.1%, helped 
by the continued success of tourism. It is the 
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Supporters of the Unified Communist Party of 
Nepal-Maoist (UCPN-M) gather at a mass rally 
in Kathmandu, Nepal, on 15 June 2012.  PA: 1456826
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industrial sector, which grew by only 1.3%, 
that reflects the continued challenges for 
Nepal’s economy, providing little increase in 
employment.

In late June, Minister of Finance Barsha-
man Pun attempted to introduce a partial 
budget covering a third of the financial year 
through a direct ordinance, but this was 
strongly opposed by other parties, which 
argued that this was not legal without a 
parliament in place and that a caretaker 
government could only continue payments 
to existing programmes and administrative 
expenditures. 

The Supreme Court intervened to allow 
the government to pass the budget, which 
was formally announced on 15 July. Politi-
cal instability has had this e!ect in the past, 
with the UCPN-M blocking the annual 
budget for three months in late 2009 during 
a period when they were in opposition. Pun 
has vowed to pass a full-year budget once 
agreement is reached on the future of the 
Constituent Assembly.

Military and security stability
Resolving the future of former Maoist 
combatants has been one of the most notable 
achievements of Bhattarai’s tenure. After 
the war, 19,600 former Maoist soldiers were 
housed in cantonments, with the aim of 
either rehabilitating or integrating them into 
the Nepalese army. It was not until November 
2011 that a deal was finally struck to create a 
special directorate under the Nepalese Armed 
Forces, incorporating 6,500 Maoist fighters 
alongside soldiers from other security forces. 
The remaining combatants were o!ered 
retirement and rehabilitation packages worth 
between USD6,300 and USD11,400 depend-
ing on rank. In April 2012, the final step was 
taken when the Nepalese military took con-
trol of the approximately 3,000 fighters that 
still remained in the camps. 

However, this process was heavily 
criticised by the hardline faction within the 
UCPN-M, which has now created its own 
splinter party, the CPN-M. A leading member 
of the faction, CP Gajurel, told reporters at 
the time of the Nepalese military takeover: 
“This is not integration ... this is a surrender.” 
Members of the new party have long opposed 
the compromises with other political parties, 
as well as the supposedly lavish ‘bourgeois’ 
lifestyles enjoyed by other Maoist leaders 
since the end of the civil war. Its leader, 
Baidya, and Gajurel were both in an Indian 
prison in 2006 when the Maoists decided 

to abandon their guerrilla war and forge an 
alliance with the political parties against the 
discredited monarchy.

At the time of the split in June 2012, Baidya 
stated that “the objective circumstances 
are favourable for a revolution. We should 
now create the subjective circumstances 
for revolution.” He has reiterated that this 
only involves peaceful protest and with the 
Maoists’ former military capacity dissipated, 
there is little chance of a return to full-blown 
insurgency in the short term. 

However, there have already been calls 
from some members of the CPN-M for a 
return to armed revolt, including from Netra 
Bikram Chanda (alias ‘Biplab’), a key figure in 
the mid-western hills of Rolpa that were the 
wartime headquarters of the Maoist army. 

There is also considerable potential for 
peaceful protests to degenerate into violent 
clashes if suppressed by the government. This 
is also a risk with regard to ethnic minority 
groups, as has been seen in recent weeks, 
when protests over federalism led to violence 
and rioting. That is likely to continue if these 
communities, which are backed by an array of 
small-scale armed groups, feel their interests 
are being ignored by Kathmandu elites. 

External stability
Nepal is free from external threats as a result 
of its close relations with India and China. 
Both countries are keen to see the return of 
political stability in Nepal and have been care-
ful not to exacerbate tensions there. How-
ever, their mere presence can inadvertently 
destabilise Nepal’s domestic politics. Bhatta-
rai’s close relations with India – he studied in 
New Delhi and has maintained close connec-
tions with India’s political elite – have been a 
source of tension within the UCPN-M, as well 
as in other parties. The party has traditionally 
been strongly opposed to what it considers 
India’s undue interference in Nepalese af-
fairs since relations were normalised by the 
Indo-Nepal Peace Treaty 1950, and this was a 
significant factor behind the June split in the 
Maoist party and ongoing tensions between 
Bhattarai and Prachanda. 

Many in the party opposed Bhattarai’s deci-
sion to sign a Bilateral Investment Protection 
and Promotion Agreement with India during 
his visit to New Delhi in October 2011. The 
agreement was a fairly standard attempt to 
establish clear rules for foreign investors and 
increase investment flows into Nepal, mirror-
ing similar agreements signed with five other 
countries. However, in the current politi-
cal climate, it was seized on by Bhattarai’s 
political opponents as proof of an erosion of 
Nepalese sovereignty.

China has exploited this situation to im-
prove its standing in Nepal. During a surprise 
visit by Premier Wen Jiabao in January 2012, 
China pledged more than USD140 million 
in aid, of which around USD120 million was 
earmarked for infrastructure projects and the 

rest to support the peace process. China is 
fearful of the possible contagion of instabil-
ity in its own restive regions. It was fiercely 
critical of the Maoist insurgency prior to 
2008, but has established close relations 
with Prachanda and other Maoist leaders 
since they entered parliament, using o!ers of 
aid to win guarantees that various Nepalese 
governments will support Chinese policies 
regarding Tibet and Taiwan, and crack down 
on anti-China protesters. 

India fears the resumption of ties between 
left-wing radicals in Nepal and its own Mao-
ist insurgents, which had ended when the 
Nepalese Maoists abandoned their guerrilla 
war in 2006. Despite its historical opposi-
tion to the Maoists, India recognises that a 
lasting political settlement is the best hedge 
against future cross-border militancy. It also 
appreciates that too much overt interference 
over negotiations can be counter-productive 
and has been markedly silent on the question 
of federalism. 

‘Resolving the future of the former Maoist 
combatants has been one of the most 
notable achievements of Bhattarai’s tenure’
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Risk factors September 2012
Political risk Significant

Social risk High 

Economic risk High 

Military & security risk High

External risk Moderate

Total country risk High
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Scenarios

Scenario 1: Agreement on federalism prior to election
Probability Moderate

F or all the political animosity, all of 
Nepal’s political leaders know that 
overcoming the current political 

impasse requires an agreement on federalism 
that can pave the way for the establishment 
of a temporary unity government, the finalis-
ing of the constitution and the holding of 
elections to a permanent parliament. 

If it is to avoid further large-scale protests 
and instability, any agreement on Nepal’s fu-
ture federal structure will have to reflect the 
ambitions of marginalised communities for a 
considerable increase in political representa-
tion at the national level and considerable 
autonomy with regard to local a!airs. The 
alternative will be a loss of legitimacy for 
moderate ethnic leaders and increased sup-
port for hardline and militant organisations. 

If some form of agreement on federalism can 
be reached – perhaps with decisions on some 
of the details deferred to future provincial 
assemblies – then the last major obstacle to 
promulgating the constitution will have been 
overcome. Given the ruling by the Election 
Commission in August that elections cannot 
be held in November, as originally proposed 
by Bhattarai, some form of co-operation 
between the leading parties will be necessary 
to keep the country functioning until polls 
are held, probably in April 2013. This could 
take the form of a temporary unity govern-
ment which could amend the rules required 
to provide a legal basis for elections to a new, 
permanent parliament.

For all the delays in the process of 
drafting the constitution, much has been 
accomplished and all stakeholders will wish 
to preserve the results of these years of 

 negotiation. This could press the conserva-
tive parties to recognise how social realities 
have changed and lead them to compromise 
on federalism. However, there will continue 
to be intense political wrangling and protests 
over the details of any agreement, creating 
further instability and chances for disruption 
by hardline and militant groups. Moreover, 
the likelihood that elections will not be held 
before April 2013 leaves time for agreements 
to be annulled and further fragmentation of 
parties  to occur.

Risk factors Scenario one
Political risk Significant

Social risk Significant

Economic risk High

Military & security risk Significant

External risk Moderate

Total country risk Significant

Scenario 2: No agreement on federalism, Maoists lead 
a pro-federal alliance to victory in elections 

Probability Moderate

T he UCPN-M has been willing to com-
promise since winning the elections 
in 2008. Although it has occasionally 

acted erratically, not least when then prime 
minister Prachanda unsuccessfully tried to 
sack the chief of the army sta! in May 2009 
and later pulled the UCPN-M out of govern-
ment, it has also taken a more moderate 
approach to negotiations than many inter-
national observers expected from former 
insurgents, particularly after an election 
victory. That moderate trend is exemplified 
by Bhattarai, whose successful conclusion of 
the demilitarisation of former Maoist fight-
ers and the confidence he has built in New 
Delhi – in the face of considerable opposition 
within his own party – have been crucial 
steps towards a conclusion of the peace pro-
cess. The party is dominated by upper caste 
elites, but its responsiveness to the demands 

of pro-federal forces – even if it is motivated 
largely by tactical considerations – has been 
crucial in providing a voice to marginalised 
communities. 

The conservative parties, by contrast, have 
been intransigent throughout the peace 
process. They fear not only a loss of political 
power but also an erosion of the traditional 
societal dominance of Kathmandu-based 
upper castes. They have consistently un-
dermined attempts to empower minorities 
during negotiations. 

Although the CPN-UML has to contend 
with a sizeable Janjati bloc within its ranks, 
it has taken steps to suppress ethnic dissent 
and harden its anti-federal agenda. The NC 
and CPN-UML may backtrack from agree-
ments on other areas of the constitution, 
such as the form of government and possibly 
even the design of the judiciary, in order 
to pressure other parties regarding federal-
ism. This may lead to a situation in which 

an agreement cannot be made on the issue 
of federalism ahead of elections, something 
that has grown increasingly likely as ideologi-
cal positions have hardened and the political 
scene has fragmented in recent weeks. 

The UCPN-M is attempting to build a 
pro-federal alliance ahead of elections. If elec-
tions go ahead and the Maoists are successful 
in holding a pro-federal alliance together, 
they will be in a position to force concessions 
on the conservative parties. 

Protests were organised by upper caste 
groups against the idea of ethnic-based states 
following the failed 11-state agreement in 
May and these will increase in size and sever-
ity if it is felt that too many concessions are 
o!ered to ethnic communities. 

The NC and CPN-UML are also opposed 
to Prachanda’s goal of creating a powerful 
president under the new constitution – a post 
that he has long coveted. There is also the ag-
gravating factor that the security forces and 

Nepal’s political situation is in extreme flux and subject to sudden change in a number of directions. These are therefore loose 
predictions of how the situation may evolve in the next six months to a year.

SCENARIOS



ihs.com/janes September 2012   Jane’s Intelligence Review  |  27

Scenario 3: No agreement on federalism and elections 
lead to a hung parliament

Probability Low

N o party emerged with a clear major-
ity from the Constituent Assembly 
elections in May 2008 and by the 

time elections are finally held – probably 
in 2013 – voters will go to the polls with an 
even larger array of political parties to choose 
from, including a divided Maoist party and 
a multitude of Madhesi parties. The interim 
constitution would have to be amended 
through an informal agreement between the 
parties so that a second Constituent Assem-
bly can be formed.

The lack of independent opinion polling 
makes it impossible to know how elections 
will go – for example, very few observers 

had predicted a UCPN-M victory in 2008. 
However, a clear result is unlikely. If no deal 
on federalism has been reached prior to the 
elections and no clear winner emerges, then 
another shaky coalition will take power and 
negotiations over the constitution may con-
tinue to drag on, increasing the intransigence 
of parties and emboldening hardliners at the 
expense of the moderates who currently hold 
the most sway. 

In turn, this could strengthen the position 
of armed militias associated with marginal-
ised groups and perhaps even members of 
the new CPN-M splinter party, leading to in-
creased political violence. There have already 
been calls from some members of the CPN-M 

for a return to armed revolt and extended 
protests by hardline groups carry the poten-
tial for degeneration into violent clashes with 
security forces and other groups. 

Continued political discord would also 
hamper economic progress, deterring inves-
tors and preventing the reforms required to 
improve Nepal’s development indicators.

Risk factors Scenario three
Political risk High

Social risk High 

Economic risk High 

Military & security risk High

External risk Moderate

Total country risk High

The process of drafting the constitution 
has been tortuous and beset by political 
infighting, with several leaders now openly 
admitting that they failed to address many 
important issues, such as federalism, dur-
ing the early stages of negotiations when 
there was less political fragmentation. 

However, the scale of the task that was 
put before Nepal’s lawmakers when the 
Constituent Assembly was first formed in 
2008 should not be underestimated. For a 
desperately poor country to manage the 
transition from a centralised, authoritarian 
monarchy to a democratic, federal repub-
lic, while also dealing with the aftermath 
of a civil war, was a difficult challenge. 
Added to that has been the awakening of 
long-suppressed claims to political repre-
sentation by the country’s myriad ethnic 
and social minorities. Following the depar-
ture of the UN Mission to Nepal in January 
2011, and given the suspicion with which 

India’s involvement is regarded by many 
Nepalese, this transition has been under-
taken without significant external support 
during the latter stages. 

In that light, it is worth noting the con-
siderable progress that has been made 
by Nepal’s political leaders. The majority 
of issues involved in drafting the constitu-
tion have been resolved, including the 
difficult question of demilitarising former 
Maoist cadres. There has been tentative 
agreement on how powers will be divided 
between the president and parliament, 
although these remain poorly specified and 
vulnerable to further disputes. 

With no legislature and the patience of 
the public almost exhausted, the leading 
political parties may be forced into new 
compromises. The UCPN-M has already 
shown itself to be responsive to the com-
plaints of minority communities following 
flawed agreements on federalism in recent 

months. The conservative parties will need 
to appreciate the fundamental changes 
that have taken place in Nepal in the past 
two decades and accept that marginalised 
communities will no longer tolerate the 
dominance of upper caste elites that has 
characterised the country for centuries. 

This article was first published online at  
ihs.com/janes on 3 August 2012.

 Conclusion

other institutions are dominated by upper 
caste elites, creating further opposition to 
ethnic federalism. 

Nonetheless, political analyst Prashant Jha, 
writing in The Hindu newspaper, has argued 
that it would be impossible to create states 
that are composed of single ethnicities, given 

Nepal’s varied demography. Any configura-
tion of states will include multiple commu-
nities in each state and political parties will 
therefore have to cater to all of them in order 
to succeed, therefore helping to stabilise the 
political scene and mitigating the threat of a 
single ethnicity dominating a region. 

Risk factors Scenario two
Political risk Significant

Social risk High 

Economic risk High 

Military & security risk Significant

External risk Moderate

Total country risk Significant
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