
ECON 4918: ECONOMICS OF CONFLICT 
 

PROBLEM 1 

Part A. 

Consider the basic model in the article “On the Salience of Ethnic Conflict” (AER 2008) by 
Joan Esteban and Debraj Ray. 

(i) What is the main question the authors attempt to deal with in this paper? What are their 
main findings? Answer in the context of equilibrium outcomes of the model: ethnic conflict, 
class conflict and peace (which is more likely, etc.). 

(ii) Take the case of class conflict. Here np is the population mass of the poor and nr = 1- np is 
that of the rich. Also, σk ≡ Ak/(Ak+Al) where group k is fighting group l. Derive the condition 
np > σp starting from the problem of expected payoff maximization from class conflict. Recall, 
in a class conflict, group i chooses activists Ai in order to maximize: 

u(yi- Aiw/ ni) + Ai/(Ap+Ar) .C 

where yi is the per–capita income of group i (i = p, r) and C is the class budget. Write down 
the first order condition for each group and then manipulate to obtain the required relation. 

Part B. 

(i) Describe (in a few words only) the notion of polarization and what it is supposed to 
capture. Is this concept distinct from the notion of inequality? 

(ii) Recall the Dalton transfer principle in the context of inequality. Does this principle apply 
to polarization? In other words, if one can move from an initial distribution to another by 
means of regressive transfers only, can we necessarily say something about the change in 
polarization? 

PROBLEM 2 

Take a society in which incomes take all values in $100 increments between $100 and $600. 
Assume that an equal proportion (1/6) occupies each of these classes. Show this income 
distribution on a diagram with incomes on the horizontal axis and population proportions on 
the vertical axis. Now draw another diagram with half the population at $200 and the other at 
$500. 

(a) Which one is more unequal? (Answer by computing the Gini). Which one has more scope 
for conflict? (Just provide intuition). 

(b) Now show that the second distribution can be obtained by a sequence of progressive 
Dalton transfers from the first. 
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