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Abstract 

What is the impact of liberal trade policies on the instance of domestic conflict in 

developing countries? This paper looks at domestic conflict as a measure of riots, protests, and 

strikes and examines whether the prevalence of these forms of conflict increases in the years 

after trade liberalization in a sample of sixty-eight countries in Africa, Asia, and Latin America. 

Conflicting opinions on free trade claim that globalization either a) exploits developing countries 

and increases inequality or b) leads to overall GDP growth and stability. Under economic 

theories of conflict, if the first idea holds, domestic conflict will increase post-liberalization. If 

the second is true, conflict will decrease. My analysis shows that liberalization does indeed lead 

to GDP growth and does not lead to an increase in inequality. Furthermore, positive GDP growth 

is negatively correlated with instance of conflict. Liberalization itself does not have a directly 

significant effect on the level of domestic conflict in a country, but when I look at specific 

measures of trade in the form of exports and imports, there is strong evidence that increased 

trade leads to a reduction in conflict. These results indicate that liberal trade policies do not, in 

fact, lead to increased domestic unrest and conflict in the form of riots, protests, and strikes and 

if anything they seem to reduce these events. Results vary slightly across region, but in no 

instance do I find a significant increase in conflict associated with trade liberalization. 

Introduction  

Today, there is a great deal of research exploring the benefits and consequences of trade 

liberalization, and this paper is meant to build on the pre-existing literature. The effects of liberal 

trade policies are of great interest to academics and policy-makers alike, especially as 

globalization continues to shape a world where the vast majority of regimes have opened their 

economies to the global market. This project seeks to clarify not only whether or not economic 

growth is a direct result of trade liberalization, but whether liberalization leads to changes in the 

level of inequality and domestic conflict within a nation. To ensure the validity of my research, I 

use data collected from reputable sources to perform regression analysis focusing on trade 

liberalization, economic growth, and conflict. My fundamental research question is: What is the 

impact of liberal trade policies on the instance of domestic conflict in a country? For my 

purposes, domestic conflict is defined as the sum of events including anti-government 
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demonstrations, riots, and strikes in a given year. I examine these events rather than more violent 

conflict variables related to civil war because there are already a number of papers that study 

trade liberalization in relation to war. Using trade liberalization dates identified by Jeffrey D. 

Sachs and Andrew Warner (“Economic Reform and the Process of Global Integration”, 1995), 

and expanded on by Romain Wacziarg and Karen Horn Welch (“Trade Liberalization and 

Growth: New Evidence”, 2008), I compare levels of domestic conflict in countries in Africa, 

Asia, and Latin America pre and post-liberalization. The results of my regression analysis 

indicate a positive link between trade liberalization and GDP growth and a negative link between 

trade liberalization and Gini coefficient. The results do not prove a significant relationship 

between trade liberalization and conflict, but my additional analysis does demonstrate a negative 

relationship between increased imports and exports and conflict. In short, these results confirm 

the idea that liberal trade policies help promote economic growth and do not lead to significant 

consequences in the form of increased inequality or domestic conflict. In the remainder of this 

paper, I will evaluate pre-existing literature on my topic, introduce the background and context 

of my research, describe my empirical process in more detail, and report and interpret my results.  

Literature Review  

Informing my project are several competing theories. First, the 2006 book The J Curve: A 

New Way of Understanding Why Nations Rise and Fall, describes the idea that developing 

countries exist on a sliding J-shaped graph with economic openness on the x-axis and stability on 

the y-axis (Bremmer 2006). When a country implements a new liberal trade policy, it will slide 

down the line in the short-term before ultimately swinging back up to a higher level of 

development and stability than ever before. The image below shows a graphical representation of 

this idea: 
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The graph suggests that a less-developed 

country whose economy is currently closed sits 

on the left side of the curve. After the 

implementation of liberal trade policies such as 

lowering tariffs and decreasing government 

regulation, the J Curve theory says that the 

country will briefly destabilize and move to the 

lowest point on the curve. Bremmer explains that after a country opens its economy, consumers 

and producers are subject to increased market competition and potentially greater inequality 

(though this is disputed). In the long-term, however, the country will overcome the initial 

obstacles following trade liberalization and swing back up the curve to the right side, landing at a 

level of stability it has never known before. The contrast to this idea stems from the economic 

principle of gains from trade, and suggests that trade liberalization is immediately beneficial to 

all those involved.  

 The positive link between liberalization and economic growth is supported by the paper 

“Trade Liberalization and Growth: New Evidence”, by Romain Wacziarg and Karen Horn 

Welch. This paper serves as an extension of the earlier work by Jeffrey Sachs and Andrew 

Warner, “Economic Reform and the Process of Globalization”. In their 1995 paper Sachs and 

Warner establish a definition of trade liberalization and provide dates of economic opening by 

country. Sachs and Warner use five criteria to establish whether or not a country has an open 

economy. If a country exhibits one or more of the five criteria, it is considered closed. The five 

characteristics are as follows: Nontariff barriers (NTBs) covering 40 percent or more of trade, 

average tariff rates of 40 percent or more, a black market exchange rate that is depreciated by 20 

Figure 1 
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percent or more relative to the official exchange rate, on average, during the 1970s or 1980s, a 

socialist economic system, or a state monopoly on major exports (Sachs Warner 1995). The 

importance of the Wacziarg and Welch paper is that it extends the data on openings by date all 

the way to the year 2001. Both papers go on to explore the relationship between trade 

liberalization and economic growth and find a significant positive relationship. 

The project most similar to my idea of studying trade liberalization and domestic conflict 

was executed by two researchers from the University of Konstanz, Margit Bussmann and Gerald 

Schneider. “When Globalization Discontent Turns Violent: Foreign Economic Liberalization and 

Internal War” was published in International Studies Quarterly in 2007. Their project was to 

study the disputed claim that global economic integration disturbs social cohesion. They examine 

this claim as well as the contradictory idea that commercial liberalism has a stabilizing effect in 

conjunction with theories of civil war. My work differs from that of Bussmann and Schneider 

because I choose to focus on riots, demonstrations, and strikes as forms of domestic conflict, 

rather than civil war. Furthermore, in my analysis I compare the results across regions, 

something this paper does not do. Bussmann and Schneider’s independent variables include 

measures of trade openness, trade liberalization, foreign capital openness, and foreign capital 

liberalization as well as measures of compensation and lending. They look at the added impact of 

social spending, foreign aid, and financial flows from the International Monetary Fund on civil 

conflict. Additionally, they control for economic development and growth, democracy, 

population, civil war in neighborhood, and peace years. For my purposes, I do not use data on 

redistributive governmental practices in countries. Rather, my additional economic data is 

focused on measures of overall economic growth and measures of imports and exports by sector. 

Ultimately, the research conducted by Bussmann and Schneider concludes that a higher level of 
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economic openness is associated with a lower risk of civil war, but economic liberalization does 

increase the chances of instability slightly. My project expands on these conclusions by seeking 

to determine whether the “success” of economic opening (in terms of GDP growth) is a factor 

that determines a country’s level of domestic conflict.  

Another paper that explores the relationship between economic conditions and domestic 

conflict is “Economic Shocks and Civil Conflict: An Instrumental Variables Approach”. This 

2004 paper by Edward Miguel, Shanker Satyanath, and Ernest Sergenti takes a unique approach 

to the study of these two phenomena and attempts to overcome problems of endogeneity and 

omitted variable bias. The authors use rainfall variation as an instrumental variable for economic 

growth in 41 African countries during the years 1981–99. They attempt to rule out other ways in 

which rainfall might affect conflict and find that growth is strongly negatively related to civil 

conflict: a negative growth shock of five percentage points increases the likelihood of conflict by 

one-half the following year. My own work focuses on trade liberalization and conflict rather than 

just economic shocks, but this finding is important for my project because it proves a relationship 

between economic conditions and domestic conflict. 

Background 

In the second half of the 20th century, many countries in the developing world began to 

open their economies and engage in global trade for the first time. While the idea of international 

trade fostering growth is as old as Adam Smith and the birth of capitalism itself, the 20th century 

introduced new economic theories in favor of protectionism as an economic policy. In the 1950s 

and 60s, proponents of these policies advertised import substitution industrialization (ISI) as the 

best way for countries to develop domestically without necessitating reliance on foreign imports 

(Edwards 1993). However, the following decades showed a change in attitude where the 



7 

 

majority of economists began to recommend market-based reforms that struck down trade 

barriers and opened developing countries to global trade. In the late 1980s and early 90s not only 

did the Communist system in Europe collapse, but the Washington Consensus prescribed new 

neoliberal policies meant to rescue the economies of Latin American countries (World Health 

Organization). By no means was this pivot to free market policy unanimously accepted. Anti-

globalization critics such as Noam Chomsky claimed reforms such as the ones imposed by the 

Washington Consensus exploited the developing countries they claimed to help and only 

exacerbated the wealth gap in such areas. Even in 2015 there are disputes over which economic 

policies serve to develop a nation most successfully, although a majority of developing countries 

have made the decision to embrace free trade.  

Theoretical Mechanisms 

I expect to find a relationship between instance of conflict in the form of riots, strikes, 

and anti-government demonstrations and trade liberalization because these forms of conflict are 

all means of protesting. If it is true that globalization disrupts developing societies and fosters 

inequality, I expect citizens to express their discontent in the form of a protest. However, if my 

analysis shows that liberalization leads to GDP growth and does not increase inequality, I predict 

that the level of conflict will decrease. These two ideas assume that economic conditions are a 

motivating factor for domestic conflict in the form of protest. If this is not the case, and other 

outside factors are driving the level of conflict in a country, I do not expect conflict to increase or 

decrease significantly after trade liberalization. The following statements sum up each possible 

outcome:  

Hypothesis 1: Conflict will go up in countries that have implemented liberal trade policies if 

these policies have led to increased inequality and no significant increase in GDP. 
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Hypothesis 2: Conflict will go down in countries that have implemented liberal trade policies if 

these policies have led to significant increases in GDP and no significant increase in inequality. 

Hypothesis 3: Null hypothesis: trade liberalization will not affect instance of conflict in any 

significant way.  

Data 

 The unit of analysis for my dataset is country-year and it contains data for 68 countries 

spanning the years 1950 to 2013. My set of dates of trade liberalization comes from the 

aforementioned Wacziarg and Welch paper, which expands on the trade liberalization dates 

originally established by Sachs and Warner. I selected the dates for all countries in Asia, Africa, 

and Latin America, leaving out Anglo and European countries. I chose not to study the Anglo 

and European countries because many of these countries underwent trade liberalization earlier on 

and have been considered developed for many years. In my dataset the variable “liberalize” is a 

dummy for which each observation takes the value of “0” if it corresponds to a country and year 

where said country had not introduced liberal trade policies, and “1” if it corresponds to a 

country and year after trade liberalization had been imposed. A small number of countries are 

identified as having an episode of liberalization, then an episode of economic closure, followed 

by a re-opening. In these situations, the country takes the value of “0” up until the first date of 

liberalization, then switches to “1” for the period of openness, switches back to “0” after 

economic closure, and returns to “1” after the second economic opening. An example of this is 

Bolivia, which experienced a period of temporary liberalization from 1956-79 and was then 

closed until its final re-opening in 1985.  

The conflict data I use was gathered from the Cross-National Time-Series Data Archive 

from Databanks International. This archive was launched in 1968 and has been updated annually 
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ever since. Though this archive contains data for a widespread array of variables, the variables of 

interest for my purposes pertain to domestic conflict. There are nine measures of conflict 

(Assassinations, General Strikes, Guerrilla Warfare, Government Crises, Purges, Riots, 

Revolutions, Anti-Government Demonstrations, and a Weighted Conflict Index) in the dataset, 

but for my main research question I am using the total sum of General Strikes, Riots, and Anti-

Government Demonstrations. The values of these three forms of conflict are added up and 

represented in my “conflict” variable.  

The GDP and Gini variables I am using come from the World Bank Databank. The years 

available from the World Bank are 1960-2013, so these are the years that my GDP data covers. 

The measure of GDP I am looking at is percent annual increase in GDP, named “growth” in my 

dataset. It is important to note that the Gini data available is less complete than other variables, 

covering only the years 1986-2012, so my dataset has a smaller number of observations for this 

variable. Additionally, two countries (South Korea and Singapore) are missing Gini data 

altogether and several others have Gini coefficient observations for less than 8 years. My data for 

Gini coefficient is measured on a scale of 0 to 100, 0 being the most equal and 100 being the 

most unequal. Both GDP and Gini are dependent variables used in regressions with the liberalize 

dummy as the independent variable.  

The United Nations Commodity Trade Statistics Database provides a comprehensive set 

of trade statistics from 1961 to 2008. For my project, I obtained data that groups exports and 

imports into ten different categories. I then consolidated these specific categories into three 

general groups for both exports and imports: natural resources, agricultural goods, and 

manufactured goods. I was interested in trade data by sector because I wanted to analyze whether 

the type of goods being traded would change the relationship between trade liberalization and 
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conflict. The variables representing trade value in USD of exports and imports by sector are used 

as independent variables in regressions with conflict.  

Each country in my dataset also falls under a regional variable named “Africa”, “Asia”, 

or “LatinAmerica”. These regional variables are necessary in order to compare the effects of 

trade liberalization across region and examine whether certain regions are characteristically more 

prone to conflict. On average, countries in Asia have higher levels of conflict (2.96 events per 

year) than those in Latin America (1.532 events) and Africa (.591 events), but Asian countries 

also have a higher percent annual GDP growth (5.29% compared to 3.58% in Latin America and  

3.97% in Africa). The regional variables, like the liberalize variable, are considered dummies. 

This is to say that each country takes the value of “1” for the region it belongs to. For example, 

Zambia takes the value of “1” for Africa, “0” for Asia, and “0” for Latin America. In total, my 

dataset contains 29 countries in the African region, 17 in the Asian region, and 22 in the Latin 

American region. Caribbean nations like Barbados are included in Latin America and Middle 

Eastern countries like Jordan are included in Asia.  

In addition to this method of controlling for region, my dataset contains a population 

variable meant to control for country size. The data for this variable was obtained from a paper 

studying the relationship between ethnicity and conflict, written by NYU Economics professor 

Debraj Ray with Joan Esteban and Laura Mayoral.  

Descriptive Statistics 

Variables Number of 

observations 

Mean Standard 

deviation 

Minimum Maximum 

Liberalize 2679 .488 .500 0 1 

Instance of conflict 2679 1.460 3.579 0 49 

% anual GDP growth 2679 4.117 4.839 -29 27.691 

Gini coefficient 443 46.756 8.785 25.88 69.17 
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Africa 2679 .405 .491 0 1 

Asia 2679 .223 .416 0 1 

Latin America 2679 .348 .476 0 1 

Log population 2679 16.178 1.472 12.878 20.854 

Agricultural goods imports 

in billions of USD 

2035 1329.242 4806.249 1.299 61516.79 

Manufactured goods 

imports in billions of USD 

2039 8111.592 25627.7 5.693 313206.4 

Natural resource imports in 

billions of USD 

2039 4943.971 18569.3 1.013 374068.7 

Agricultural goods exports 

in billions of USD 

1200 631.703 1110.366 .864 10003.79 

Manufactured goods exports 

in billions of USD 

1200 2361.343 13987.65 .003 211268.4 

Agricultural goods exports 

in billions of USD 

1200 1259.909 2850.398 .330 20036.6 

 

Visual Representation of Data 

The main variable of interest in my dataset is domestic conflict. The following graph 

 shows the average level of conflict per year. Although in some years up to 49 riots, general  

strikes, and anti-government demonstrations 

are recorded, we can see that the average level 

of conflict is quite low. In order to display a 

visual estimation of the relationship between 

trade liberalization and GDP growth as well as 

between trade liberalization and conflict, I 

present the following bar graphs.  

Table 1 

Figure 2 
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The columns labeled “0” represent the observations where countries were considered closed to 

trade and columns “1” represent observations where countries were considered economically 

open. As we can see, the average percent annual GDP growth is higher for the sample of trade 

liberalized countries. According to my hypotheses, it follows that conflict will decrease in 

tandem with this economic growth. The second graph supports this hypothesis. The bar labeled 

“1” is shorter than “0”, signifying a lower level of conflict in economically liberal countries. In 

my additional regression equations, I introduce a set of variables measuring the trade value of 

imports and exports by sector. My empirical approach suggests that increased imports and 

exports are inherently associated with trade liberalization and economic growth. In order to 

establish this relationship, I present the following graphs which display the total trade value of 

exports and imports in relation to trade liberalization. Once again, columns labeled “0” represent 

countries before trade liberalization, and columns “1” represent countries after liberal trade 

policies have been imposed. As we can see, the mean trade value in billions of USD of both 

exports and imports increases greatly after liberalization.  

Figure 3 

 

Figure 4 
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Empirical approach 

 The empirical approach used in this project is a cross-country time-series analysis. I look 

at data gathered for many years and employ country and year fixed effects in order to determine 

the effect of liberal trade policies on conditions within each country. Using country fixed effects 

helps control for time invariant features of countries that may affect growth or conflict. Year 

fixed effects control for varying conflict of growth from year to year. I also use a population 

variable as a control for the size of each country, as the number of people in a country may be 

related to the amount of conflict. These three controls, in addition to my independent variable 

representing trade liberalization and my main dependent variable representing instance of 

conflict, form the following regression equation: 

𝑦𝑐𝑡 = 𝛼𝑐 + 𝛽𝑡 + 𝛿(𝑡𝑟𝑎𝑑𝑒 𝑙𝑖𝑏𝑒𝑟𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛) + 𝜇(𝑙𝑜𝑔 𝑝𝑜𝑝𝑢𝑙𝑎𝑡𝑖𝑜𝑛) + 휀𝑐𝑡 

This equation estimates the effect of liberal trade policies on instance of conflict, where 𝑦𝑐𝑡 are 

conflict outcomes including riots, strikes, and anti-government demonstrations in country 𝑐 and 

year 𝑡. The variables 𝑐 and 𝑡 denote country and year fixed effects, 𝛿 represents the independent 

variable of trade liberalization, and 𝜇 is a control for population. Finally, 휀𝑐𝑡 is an error term 

accounting for country and year. Two additional equations follow the same format, replacing 

𝑦𝑐𝑡 with percent annual GDP growth and Gini coefficient, respectively. Each equation is 

Figure 5 

 

Figure 6 
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supplemented by a command to cluster standard errors by country. Finally, I introduce import 

and export trade values as independent variables. Because trade liberalization tends to be 

associated with an increase in imports and exports, these variables correspond to the level of 

openness of a country’s economy, a relationship that can be seen in figures 5 and 6 above. The 

equation I use to estimate the effect of increased exports or imports on conflict is as follows: 

𝑦𝑐𝑡 = 𝛼𝑐 + 𝛽𝑡 + 𝛿(𝑡𝑟𝑎𝑑𝑒 𝑣𝑎𝑙𝑢𝑒)𝑐𝑡 + 휀𝑐𝑡 

In this equation, the variable 𝛿 represents the trade value in billions of USD for natural resource 

exports, manufactured goods exports, agricultural goods exports, natural resource imports, 

manufactured goods imports, and agricultural imports in turn. I run separate regression equations 

for each of these categories in order to examine the different relationships between trade value 

and conflict across sectors.  

Results 

My main regression equations focus on the relationship between trade liberalization and 

a) conflict b) economic growth and c) Gini coefficient. The results in the table below show a 

negative, though insignificant, relationship between liberalization and conflict in addition to the 

significant relationships with GDP growth and Gini coefficient. This sample includes country 

and year fixed effects, as well as a control for log population. Ultimately, these results show that 

economic growth is significantly related to trade liberalization at the 1% level, as is a decrease in 

inequality. In countries with liberal trade policies, percent annual GDP growth increased by 

65.55% (from an average of 4.139%) and Gini coefficient decreased by 6.22% (from an average 

of 46.355). Because of the amount of missing observations for my Gini data, I also estimated an 

analysis of trade liberalization on conflict using only the 491 observations for which I had Gini 
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coefficients. The results of this smaller-sample regression also showed an insignificant 

relationship between trade liberalization and conflict.  

 

In order to faithfully follow the trajectory of my hypothesis, I thought it necessary to attempt a 

regression equation in which growth is used as the independent variable and conflict as the 

dependent variable. Having already established the significant relationship between liberalization 

and growth, I wanted to determine whether or not this growth, on its own, was significantly 

related to conflict. The following results suggest that there is an endogenous relationship 

between economic growth and instance of conflict that is significant at the 5% level. In fact, a 

one percent increase in GDP growth is associated with a 3.4% decrease in conflict. The results 

from these two tables suggest that economic growth induced by liberalization does not have as 

strong an impact on conflict as economic growth in general.  

VARIABLES Instance of conflict Instance of conflict 

   

% annual GDP growth -0.0482**  

 (0.0204)  

Gini coefficient  0.0297 

  (0.0260) 

Population 2.031** 0.529 

 (0.769) (1.552) 

   

Observations 2,679 445 

R-squared 0.295 0.478 

 

 Instance of % annual Gini 

VARIABLES conflict growth coefficient 

    

Liberalize -0.249 2.713*** -2.883*** 

 (0.348) (0.439) (1.022) 

Population 1.929** -2.155 -8.784 

 (0.835) (1.506) (5.808) 

    

Observations 2,878 2,846 491 

R-squared 0.292 0.206 0.876 

Table 2 

 

 

Table 3 
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The next step in my analysis was to determine whether or not the effect of trade liberalization on 

conflict, growth, and Gini coefficient would vary across regions. In order to do this, I ran 

separate regression equations only including the countries that took the value of “1” for each of 

my three regions. The first table shows the results for African countries. In this case, the 

relationship between liberalization and Gini coefficient is rendered insignificant; the relationship 

between liberalization and instance of conflict remains insignificant, and the relationship 

between liberalization and GDP growth remains significant. The results show that when an 

African country is open to trade, annual GDP growth increases by 55.1%. The second table, 

featuring results for Asian countries, tells a similar story. Once again, the results for conflict and 

Gini coefficient are insignificant, but GDP growth is strongly affected by trade liberalization. In 

this case, liberalization is associated with an incredible 84.86% increase in percent annual GDP 

growth. This suggests that the economies of Asian countries respond even more strongly to 

liberalization than countries in other regions. Keeping in mind that my measure of economic 

growth is percent annual GDP growth, this is particularly exceptional considering Asia began 

with a higher average level of GDP growth per year compared to the other regions. The third 

table displays results for countries in the Latin American region. As in the other regions, the 

relationship between liberalization and instance of conflict is insignificant, although it is negative 

in each region. Trade liberalization in relation to economic growth shows a slightly more modest, 

yet significant, 39.4% increase in percent annual GDP growth. The most unique finding in the 

results for Latin America is a negative relationship between liberalization and Gini coefficient, 

significant at the 1% level. This finding shows that after liberalization, there is a 7.57% decrease 

in Gini coefficient in the region, which signifies a decrease in inequality. In light of the skeptical 

attitude toward trade liberalization many Latin American leaders have historically shown 
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(particularly in regard to the Washington Consensus), it is surprising to see that inequality goes 

down as a result of trade liberalization, rather than increasing due to exploitation and market 

competition.  

Africa 
VARIABLES Instance of conflict % annual GDP 

growth 

Gini coefficient 

    

Liberalize -0.199 2.185*** -3.506 

 (0.293) (0.518) (2.481) 

    

Observations 1,247 1,165 110 

R-squared 0.282 0.179 0.857 

 

     Asia  
VARIABLES Instance of conflict % annual GDP 

growth 

Gini coefficient 

    

Liberalize -1.269 4.493*** 0.678 

 (1.285) (1.499) (2.809) 

    

Observations 793 664 98 

R-squared 0.340 0.263 0.831 

 

Latin America 

VARIABLES Instance of conflict % annual GDP 

growth 

Gini coefficient 

    

Liberalize -0.0926 1.409** -3.928*** 

 (0.467) (0.661) (1.354) 

    

Observations 1,128 978 281 

R-squared 0.211 0.277 0.713 

 

Up to this point, my regression analysis has not shown a significant relationship between trade 

liberalization and instance of conflict, whether positive or negative. In order to explore this 

potential link further, I introduce a new measure of trade that is related to both economic 

openness and economic growth. I aim to determine not only whether or not increased trade is 

Table 4 

 

Table 5 

 

 

Table 6 
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associated with a change in the level of domestic conflict within countries, but also whether or 

not trade in different sectors leads to different outcomes regarding the level of conflict.  

VARIABLES Instance of 

conflict 

Instance of 

conflict 

Instance of 

conflict 

Instance of 

conflict 

Instance of 

conflict 

Instance of 

conflict 

       

Natural resource 

exports 

-1.484*** 

(0.496) 

     

       

Manufactured 

goods exports 

 -0.198*** 

(0.0323) 

    

       

Agricultural goods 

exports 

  -3.957 

(2.455) 

   

       

Natural resource 

imports 

   -0.244** 

(0.120) 

  

       

Manufactured 

goods imports 

    -0.104** 

(0.0409) 

 

       

Agricultural goods 

imports 

     -0.757*** 

(0.128) 

       

       

Observations 1,200 1,200 1,200 2,039 2,039 2,035 

R-squared 0.416 0.414 0.415 0.271 0.266 0.267 

 

The above table shows the relationship between conflict and imports and exports of natural 

resources, manufactured goods, and agricultural goods. The results in this table show that an 

increase in exports and imports is associated with a decrease in conflict across the board. The 

values for my import and export observations are measured in U.S. dollars and have been 

divided by one billion ten thousand to create more readable numbers for the sake of clarity of 

results. Thus, this table shows that a $1,000,000,010,000 increase in natural resource exports 

leads to a 13.279% reduction in conflict and the same increase in natural resource imports leads 

to an 8.568% reduction in conflict. For manufactured goods, the conflict reduction associated 

Table 7 
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with exports is 3.321% and for imports it is 5.992%. An increase in agricultural exports leads to 

an insignificant drop in conflict, but for agricultural imports the drop is 7.147%. Perhaps the 

most interesting finding this table presents is the insignificant impact of agricultural exports on 

conflict. Because the types of conflict I am studying are protest-related events that would 

primarily happen in urban areas, it may be that an increase in agricultural exports and the implied 

income gain for farmers has too little to do with the domestic conflict occurring in cities to have 

a real effect on it. Another interesting result is the negative relationship between natural resource 

exports and imports and conflict. The natural resource trade, and oil in particular, has often been 

associated with violence and inequality (Shankelman, 2006), yet my results show that increasing 

natural resource trade may actually reduce domestic conflict. In this case too, it is possible that 

the urban nature of my forms of conflict means that this measure of conflict does not extend to 

the kind of violence and injustice that could still be happening in more rural areas, where the 

actual extraction of natural resources takes place.  

Conclusion 

This paper has examined how liberal trade policies impact the economies of developing 

countries, as well as the level of domestic conflict within these countries. Overall, my results 

align with pro-capitalist, pro-globalization theories, implying that free trade is an effective way 

to increase economic growth. Furthermore, my results show no significant consequences of trade 

liberalization by way of increased conflict or inequality. Although I do not find a significant link 

between trade liberalization and decreased domestic conflict, the introduction of trade value 

variables for imports and exports shows that as these values increase, conflict significantly 

decreases. Finally, the type of goods being traded, whether natural resources or manufactured or 

agricultural, does not appear to change the relationship between increased trade and level of 
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domestic conflict. This result goes against the idea that countries in possession of valuable 

natural resources tend to be more unequal and violent. Although it is still possible that violent 

conflict associated with war may have a positive relationship with liberal trade policies, it is 

significant that my research suggests the opposite is true when it comes to urban, protest-related 

forms of domestic conflict. Over the past several decades, countries across the globe have turned 

to trade liberalization as their preferred economic system, displaying the growth and popularity 

of the free market. In the future, further research and findings like mine may lead to the complete 

adoption of free market policies, and a world where closed economies are a thing of the past. 

However, one potential avenue to explore further is the average economic growth and level of 

conflict in countries that have not yet undergone trade liberalization and to compare whether 

those averages are significantly different from economically open countries.  
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