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Abstract 

This paper analyses theoretically and empirically the impact conflicts have on trade 

flows. 

The analysis is based on a panel data set with annual observations on 198 countries 

from 1992 to 2011, which brings together trade data from the World Bank and armed 

conflict, non-state conflict and one-sided-violence data from the Uppsala Conflict Data 

Program. 

The data is explored with a structural gravity model. Theory-consistent estimation 

methods such as the fixed effect estimator are used to solve for endogeneity issues. 

In contradiction to results from former research stating that any kind of conflict reduces 

trade flows, the paper shows that the type of conflict and the number of conflicts the 

country is involved in matter concerning the impact on trade flows. Furthermore 

impacts differ on exporter and importer side. 

The paper finds that smaller conflicts between armed groups have a negative but small 

effect only on the importer and even a positive effect on the exporter side, whereas 

aggressions towards civilians have a negative impact on trade only on the importer side.  

Major conflicts reduce trade flows up to 67%, with the negative impact being higher on 

the exporter side than on the importer side.  

The paper furthermore investigates the impact the status of the relationship of a 

country pair (enemy or ally) involved in the same conflict has on trade. Country pairs 

that are trading face a trade loss of up to 95% if both countries enter the same conflict 

and are opponents. Surprisingly, if countries are allies in the same conflict the impact on 

the trade volume between those two countries is still negative and highly significant.   
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Theoretical background & literature overview 

On the relationship of conflict and trade 

In political science the relationship of trade and conflict has been explored in depth, 

mainly evaluating the question whether trade promotes peace by pointing out the 

liberal and the realist perspective. The liberal perspective states that trade generates 

economic benefits for both sides and hence hinders trading partners to engage in 

conflict because of expected trade losses. 

Realists point out that trade has an insignificant effect on conflict since increased 

competition and asymmetric trade may foster conflict between trading partners. 

Nevertheless, both theories agree on a negative impact conflict has on trade with liberal 

theory claiming that conflict will affect the terms of trade and realist theory following 

the argument that states are concerned with gains from trade making it possible for the 

adversary to increase military power (Barbieri and Levy, 1999).  

In the field of economics, the relationship between trade and conflict has been less 

explored so far. Polachek (1980) was the first one to develop the so-called ‘Conflict-

Trade-Model’, stating a relationship between trade and conflict. According to the model, 

conflict leads to a welfare loss since trade - as a source of welfare due to comparative 

advantage - is more difficult in times of conflict, and hence hinders trading partners to 

engage in conflict. Various studies have empirically tested Polacheks’ model, approving 

his results (Polachek and Seiglie, 2007). 

Martin et al. (2008) evaluate the impact of trade on war with war being the result of 

failed negotiations between trading partners. They find that while bilateral trade 

reduces the likelihood of war, less bilateral dependence due to multilateral openness 

actually increases the likelihood of conflict. The latter findings confirm the result of 

Gowa and Mansfield (1993), namely that trade is more likely within political alliances 

and within bipolar systems, rather than across alliances and within multipolar systems, 

but contradicts various other studies which do not find a purely positive relationship 

between openness and conflict (Maoz, 2009; Bussmann, 2010; Kinne, 2012). 

All of these studies have focused on how trade impacts on the relationship between 

trading countries, that is, answering the question of how likely it is that a conflict arises 

if two countries are trading. 

Nevertheless, there are only few economic empirical studies analyzing the opposite, 

answering the question of how arising conflict impacts on already existing trade 

relationships. The first one to study this reverse relationship using a gravity-type 

equation was Pollins (1989 a, b). Assuming that importers consider not only economic, 

but as well political aspects in their utility functions, he assesses the diplomatic 

relationship between trading partners and finds a positive relationship between 

cooperative diplomatic relations and trade.  
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Gowa and Mansfield (1993) study the effect alliances have on bilateral trade flows by 

estimating a game-theoretical model with a gravity equation. The authors include 

dummy variables for bilateral and multilateral alliances as well as for interstate war. 

They find that alliances promote trade and that interstate war has a negative effect on 

trade.  

Morrow et al. (1998) analyze determinants of international trade policies and include 

interstate war variables as well as a democracy and a political alliance variable. Due to a 

colinearity problem of the war and the alliance variable the coefficient of the former is 

not significant.  

Martin et al. (2008) use a gravity equation to estimate a negative impact of war on 

trade. Furthermore, they find that the negative effect is persistent for more than a 

decade after the specific war. 

Using as well a gravity equation, Glick and Taylor (2005) confirm this finding for WWI 

and WWII and find a trade decrease of up to 80%, which is much higher than the effect 

found by Martin et al. (2008). Moreover, the negative and persistent effect of war on 

trade applies not only for belligerent countries, but also for neutral countries. 

Blomberg and Hess (2006) are the first ones to broaden the concept of war: the authors 

evaluate the impact of violence on trade, generating a synthetic measure of violence 

which includes terrorism, external and internal war, interethnic fighting and revolutions. 

They find that the presence of violence equals a 30% tariff on trade. 

Lamotte (2012) disentangles the effects of sanctions and conflict on trade by studying 

the case of former Yugoslavia. Using a gravity equation, the author estimates a negative 

and persistent effect of sanctions and conflict on trade, with the impact of sanctions 

being more pronounced. 

All in all, economic literature mainly uses gravity equations to evaluate the impact of 

conflict on trade. Concerning the measured impact we cannot identify a very clear 

bottom-line of results and subsume that an in-depth study of the impact of conflict on 

trade especially for a recent time-series considering different types of conflict as well as 

the relationship status of trading partners is still missing.  

 

Econometric issues 

Although most economic research studying the relationship of conflict and trade use 

gravity equations and this has been justified for multiple reasons (see for example Hegre 

et al., 2010), using the gravity equation implies one major econometric issue: 

simultaneity.  

Assessing the relationship of conflict and trade with a single equation model does not 

account for the fact that conflict may reduce trade, while trade as well reduces conflict, 
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and hence leads to biased and inconsistent results (Polachek, 1980; Polachek and 

Seiglie, 2007). 

One option to deal with this simultaneity bias is to use simultaneous equations and two-

stage least-square. However, this usually leads to the problem of finding appropriate 

exogenous variables as identifiers for the two equations, which are allowed to affect 

only the dependent variable of one equation, but not of the other. Literature shows that 

many of the variables used, such as PTAs or military expenditures, are correlated to both 

trade and conflict (see Polachek and Seiglie, 2007; Hegre et al., 2010; Martin et al., 2010) 

and hence make the use of the two-stage least-squares estimator difficult. 

We subsume that estimating a gravity equation clearly leads to a simultaneity bias which 

is difficult to solve for with a two-stage least-squares estimator because of identification 

problems of suiting exogenous variables.  

Accordingly, in this paper we use a gravity model to estimate the effects of conflict on 

trade and account for the simultaneity bias by using country-pair fixed effects as well as 

country-and-time fixed effects. 

 

Methodology and Data 

Gravity Model 

The impact of conflicts on bilateral trade flows is estimated by using a conventional 

gravity model of international trade. As mentioned before, the gravity model is the 

workhorse for evaluating determinants of international trade and is suited especially 

well for studying the relationship of conflict and trade. We use an estimable log-linear 

specification which can be derived formally from a general equilibrium model of trade, 

production and consumption as in Anderson and Van Wincoop (2003). 

In this paper two estimation equations are used:  

(1) to model the level of bilateral trade between the respective countries as a function 

of the log of their GDPs and dummy variables defining whether exporter or/and 

importer are in a conflict in the given year: 

 

log(𝐸𝑥𝑝𝑜𝑟𝑡𝑠𝑖𝑗𝑡)  =  𝛽0 + 𝛽1 log(𝐺𝐷𝑃𝑖𝑡) + 𝛽2 log(𝐺𝐷𝑃𝑗𝑡)

+ 𝛽3 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖𝑡 + 𝛽4𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑗𝑡 

+ 𝛾𝑖𝑗 + 𝛿𝑖𝑗 + 휀 

 

 

 

 

 

 



5 
 

where i and j denote the countries, t denotes time, and the other variables are defined 

as: 

 

 𝐸𝑥𝑝𝑜𝑟𝑡𝑠𝑖𝑗 is the total trade value traded from country i to country j at time t; 

 𝐺𝐷𝑃𝑖 ,   𝐺𝐷𝑃𝑗 are GDP in current US-Dollar of country i and j;  

 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖, 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑗 is a dummy that takes up the value 1 if   

country i and/ or j are in conflict in the given year, and 0 otherwise; 

 𝛾𝑖𝑗   is the country-pair specific fixed effect; 

 𝛿𝑖𝑗  is the year fixed effect, and 

 휀 is the usual error term, taking up all other influences on bilateral trade. 

 

(2) to model the level of bilateral trade between the respective countries as a function 

of the log of the distance between country i and j, dummy variables defining 

whether the country-pair is allies or enemies in the given year, as well as other 

control variables: 

log(𝐸𝑥𝑝𝑜𝑟𝑡𝑠𝑖𝑗𝑡)

=  𝛽0 + 𝛽1 log(𝑑𝑖𝑠𝑡𝑖𝑗)

+ 𝛽2𝑅𝑒𝑙𝑎𝑡𝑖𝑜𝑛𝑠ℎ𝑖𝑝 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖𝑗𝑡 + 𝛽3 𝐶𝑜𝑛𝑡𝑖𝑔𝑢𝑖𝑡𝑦𝑖𝑗

+ 𝛽4 𝐶𝑜𝑚𝑚𝑜𝑛 𝐿𝑎𝑛𝑔𝑢𝑎𝑔𝑒𝑖𝑗𝑡 + 𝛽5𝐶𝑜𝑙𝑜𝑛𝑖𝑎𝑙 𝑅𝑒𝑙𝑎𝑡𝑖𝑜𝑛𝑠ℎ𝑖𝑝𝑖𝑗𝑡 +  𝜌𝑖𝑡 + 𝜌𝑗𝑡  

where i and j denote the countries, t denotes time, and the other variables are defined 

as: 

 

 𝐸𝑥𝑝𝑜𝑟𝑡𝑠𝑖𝑗 is the total trade value traded from country i to country j at time t; 

 𝑑𝑖𝑠𝑡𝑖𝑗 is the distance between country i and j; 

 𝑅𝑒𝑙𝑎𝑡𝑖𝑜𝑛𝑠ℎ𝑖𝑝 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖𝑗𝑡  are dummy variables taking up the value 1 if 

country-pair is allies or enemies in the given year, and 0 otherwise; 

 𝐶𝑜𝑛𝑡𝑖𝑔𝑢𝑖𝑡𝑦𝑖𝑗 is a dummy variable being unity if i and j share a common border; 

 𝐶𝑜𝑚𝑚𝑜𝑛 𝐿𝑎𝑛𝑔𝑢𝑎𝑔𝑒𝑖𝑗𝑡 is a dummy variable being unity if i and j have a 

common official language in given year; 

 𝐶𝑜𝑙𝑜𝑛𝑖𝑎𝑙 𝑅𝑒𝑙𝑎𝑡𝑖𝑜𝑛𝑠ℎ𝑖𝑝𝑖𝑗𝑡  is a dummy variable being unity if i and j have a 

colonial relationship in given year; 

 𝜌𝑖𝑡 ,  𝜌𝑗𝑡  are the country-time fixed effects, and 

 휀 is the usual error term, taking up all other influences on bilateral trade. 

 

Estimation equation (1) is hence looking at the impact conflict in its different forms, that 

is armed conflict, non-state-conflict and one-sided violence, has on trade, while 

estimation equation (2) evaluates the impact the relationship of the country-pair being 

in armed conflict has on the mutual trade flows. 
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The impact of the conflict variables in (1) is expected to be negative and high, as shown 

in previous studies. In the course of the analysis we will specify further into different 

levels of intensity of conflict, that is if the given country is in one, in multiple (2-5) or in a 

high number (6-10) of conflicts in the given year.  We expect that, with increasing 

intensity of conflict is the negative impact on trade flows increase.  

For (2), the relationship variables are – according to literature - expected to have a 

positive impact on trade in the case of allies and a negative impact in the case of 

enemies. 

Sanctions, which appear concurrent with conflicts, might take up some of the negative 

effect on trade. Because data on sanctions is not available for a high number of 

countries on the one hand, and because sanctions are mostly not imposed on country-

level but on individual or group level, we are not able to include sanctions in our analysis 

but are aware of the fact that this might upward bias our estimates. 

 

Data set 

The bilateral trade data stems from a study for World Bank (Görg et al., 2013) and uses 

Comtrade data containing country-level information on total trade value in 1000 US$, 

GDP of exporter and importer in current US$, and country-pair-level information on 

common language, colonial relationship and distance. Various other country and 

country-pair characteristics are included in the data but not used in this first step of 

analysis. The data covers 198 countries with a time series running from 1992 to 2011.  

As for conflict data, literature usually uses data from the Correlates of War Project 

(COW)1, which focuses on militarized disputes and began only recently to distinguish 

between different types of conflict. This data is not suitable for our analysis because of 

two reasons: first, COW time series runs only until 2007 and is hence not matching our 

trade data. Second, at least for our purpose COW is not detailed enough concerning the 

types and the intensity of conflicts. 

Hence, this paper uses conflict data from the Uppsala Conflict Data Program (UCDP)2 

which contains detailed information on intensity, location, types, start and end date etc. 

of the respective conflicts. We assembled one conflict dataset out of UCDP/Peace 

Research Institute Oslo (PRIO) Armed Conflict Dataset, UCDP Non-State Conflict dataset 

and UCDP One-sided Violence dataset and merged it with our trade data, to obtain one 

coherent dataset for analysis. Conflict data observations before 1992 and after 2011 

were dropped, such that the dataset contains the following information: 

The UCDP/PRIO Armed Conflict Dataset contains information on 120 armed conflicts in 

137 countries from 1992-2011 (total of 761 events for the conflict-year-combination), 

defining armed conflict as “a contested incompatibility that concerns government 

and/or territory where the use of armed force between two parties, of which at least 

                                                           
1 http://www.correlatesofwar.org/ 
2 http://www.pcr.uu.se/research/UCDP/ 
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one is the government of a state, results in at least 25 battle-related deaths.” 

(UCDP/PRIO Armed Conflict Dataset Codebook, Version 4-2014; Gleditsch et al., 2002; 

Pettersson and Wallensteen, 2015). Note that the location variable does not indicate the 

geographical location of the conflict but the location of the government of the main 

actor in the respective conflict (for more information see section “Analysis of empirical 

effects of conflict on trade”). 

Non-state conflict is defined as “the use of armed force between two organized armed 

groups, neither of which is the government of a state, which results in at least 25 battle-

related deaths in a year” (UCDP Non-State Conflict Codebook, Version 2.5-2014; 

Sundberg et al., 2012) and contains information on 414 non-state conflicts in 59 

countries from 1992-2011 (total of 633 events). Note that the location variable indicates 

the geographical location of the conflict. 

The UCDP One-sided Violence dataset contains information on 660 cases (total events) 

of one-sided violence committed by 206 different actors in 74 countries from 1992-

2011. One-sided violence is defined as “the use of armed force by the government of a 

state or by a formally organized group against civilians which results in at least 25 

deaths” (UCDP One-sided Violence Codebook, Version 1.4 – June 2014; Eck and 

Hultmann, 2007; Sundberg, 2009). 

A total of 138 countries are represented in the conflict data, of which 127 are also 

represented in the trade dataset, which means that there is a small amount of countries 

not considered in the analysis. These countries drop out because they are not 

represented in the trade data. 

 

 

Analysis of the empirical effects of conflict on trade 

As described in section “Gravity model”, two gravity equations will be estimated. Table 1 

shows the results of the first estimation of (1), where 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖  

and 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑗 take up the value 1 if the exporter/importer has been at least 

in one conflict in the given year, and 0 otherwise. This estimation does neither take into 

account whether the country has been in a higher number of conflicts nor the type of 

conflict. Due to the fact that most studies do not differentiate between types of conflict 

and intensity, our analysis starts exactly with this. 
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Table 1. 

  (1) 

 

Conflict general 

VARIABLES log(total trade) 

  Exporter in conflict (𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖) -0.0007 

 
(0.008) 

Importer in conflict (𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑗 ) 0.0568*** 

 
(0.007) 

log (GDP exporter) 0.8800*** 

 
(0.013) 

log (GDP importer) 0.4471*** 

 
(0.011) 

  Observations 357,014 

R-squared 0.884 

Standard errors in parentheses 
 *** p<0.01, ** p<0.05, * p<0.1 
  

This generalization of conflict has no significant impact on the exporter, but a highly 

significant and positive impact on the importer, with trade increasing about 5,7 %. This 

is not surprising since a country at war redirects public spending, produces less and 

imports more. Still, no other conclusions can be drawn from this result.  

The results of the second estimation of (1), represented in table 2, show that 

differentiation into types of conflict matters. 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖  

and 𝐶𝑜𝑛𝑓𝑙𝑖𝑐𝑡 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑗 are now being differentiated in the previously mentioned three 

types of conflict, namely armed conflict, non-state conflict and one-sided violence. 
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Table 2. 

  (2) 

 

Types of conflict  

VARIABLES log(total trade) 

  Exporter in Armed Conflict -0.0064 

 
(0.008) 

Exporter in Non-state conflict -0.0140 

 
(0.014) 

Exporter in One-sided violence 0.0065 

 
(0.012) 

Importer in Armed Conflict 0.0932*** 

 
(0.008) 

Importer in Non-state conflict -0.0248* 

 
(0.013) 

Importer in One-sided violence -0.0340*** 

 
(0.012) 

log (GDP exporter) 0.8793*** 

 
(0.013) 

log (GDP importer) 0.4433*** 

 
(0.011) 

  Observations 357,014 

R-squared 0.884 

Standard errors in parentheses 
 *** p<0.01, ** p<0.05, * p<0.1 
  

Results show that while the exporter side is still not affected by conflict significantly, the 

importer does witness an increase in trade (+ 9,75%) when facing an armed conflict, but 

encounters trade losses when being involved in a non-state conflict (-2,37 %) or in a case 

of one-sided violence (-3,34 %). Note that this estimation does not account for the 

number of conflicts the respective country is involved in in the given year, which means 

that the conflict dummy variable is unity if at least one conflict is measured. 

 

In the third estimation of (1) we differentiate for type of conflicts and for intensity 

subsets for the exporter and the importer side. Intensity in this context is not measured 

as the number of battle-related deaths, but as conflicts of the same type the respective 

country is involved in in the given year, with “multiple conflicts” being involvement in 2-

5 conflicts of the same type, and “high # of conflicts” being involvement in 6-10 conflicts 

of the same type. 
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Table 3. 

  (3) 

 

Types of conflict & intensity subsets 

VARIABLES log(total trade) 

  Exporter in one Armed conflict 0.0009 

 
(0.009) 

Exporter in multiple Armed conflicts 0.0065 

 
(0.013) 

Exporter in high # of Armed conflicts -1.1166*** 

 
(0.057) 

Importer in one Armed conflict 0.1068*** 

 
(0.009) 

Importer in multiple Armed conflicts 0.0487*** 

 
(0.013) 

Importer in high # of Armed conflicts -0.5496*** 

 
(0.061) 

Exporter in one Non-state conflict -0.0363** 

 
(0.014) 

Exporter in multiple Non-state conflicts -0.0241 

 
(0.025) 

Exporter in high # of Non-state conflicts 0.1143*** 

 
(0.043) 

Importer in one Non-state conflict -0.0500*** 

 
(0.014) 

Importer in multiple Non-state conflicts 0.0080 

 
(0.024) 

Importer in high # of Non-state conflicts 0.0796* 

 
(0.045) 

Exporter in one One-sided violence -0.0056 

 
(0.013) 

Exporter in multiple One-sided violence 0.0023 

 
(0.021) 

Exporter in high # of One-sided violence -0.0897 

 
(0.125) 

Importer in one One-sided violence -0.0498*** 

 
(0.012) 

Importer in multiple One-sided violence 0.0003 

 
(0.019) 

Importer in high # of One-sided violence -0.0409 

 
(0.127) 

log (GDP exporter) 0.8646*** 

 
(0.013) 

log (GDP importer) 0.4399*** 

 
(0.011) 

  Observations 357,014 
R-squared 0.884 

Standard errors in parentheses 
 *** p<0.01, ** p<0.05, * p<0.1 
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For the case of armed conflict, the exporter witnesses a negative and highly significant 

impact of up to -67,24 % of trade decrease, only if conflict intensity is high. The importer 

faces a change in signs concerning the impact: while a low intensity still has a positive 

impact on trade (+11,18 %), a rising intensity leads to a decrease in trade (-42,24 %). 

Involvement in non-state conflict has surprising effects on the exporter as well as on the 

importer side, with trade increasing by 12% if the exporter is involved in a high number 

of conflicts, and trade decreasing by -4,78% only if the importer is involved in one 

conflict.  

In case of one-sided violence, only the importer seems to be affected, facing a trade loss 

of -4,78% if involved in one case of one-sided violence. 

Proceeding to estimation equation (2), table 4 shows the results of the first estimation 

of (2), where 𝑅𝑒𝑙𝑎𝑡𝑖𝑜𝑛𝑠ℎ𝑖𝑝 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑖𝑗𝑡  being two dummy variables, which take up the 

value 1 if the country-pair was allies or enemies in an armed conflict in the given year, 

and 0 otherwise.  

 

Table 4. 

    (1) 

 
Relationship general 

VARIABLES log(total trade) 

  Enemies -1.8641*** 

 
(0.275) 

Allies 0.0048 

 
(0.024) 

log (distance) -1.5368*** 

 
(0.005) 

Contiguity 0.6177*** 

 
(0.026) 

Common official language 0.9291*** 

 
(0.012) 

Colonial relationship 0.9588*** 

 
(0.029) 

  Observations 404,363 

R-squared 0.739 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Surprisingly, being allies does not have an positive impact on trade, as previously 

suggested by literature. The effect of the country-pair being enemies is clearly negative 

and highly significant (-84,49%). 

In the second estimation of (2), we want to evaluate whether the role of the countries in 

an armed conflict, that is, whether the country is a main actor or a supporter, matter for 

the trade flows of the country pair. Table 5 shows the results for the specified 

relationship. 

 

Table 5. 

    (2) 

 
Relationship specified 

VARIABLES log(total trade) 

  Allies, main actors -0.3151 

 
(0.889) 

Allies, both supporters 0.0466* 

 
(0.025) 

Allies, Importer supports Exporter -0.7938*** 

 
(0.164) 

Allies, Exporter supports Importer -0.7265*** 

 
(0.111) 

Enemies, main actors -3.0790*** 

 
(0.418) 

Enemies, Importer supports enemy -0.5196 

 
(2.169) 

Enemies, exporter supports enemy -0.5702 

 
(0.519) 

Enemies, both supporters -1.1848** 

 
(0.530) 

log (distance) -1.5353*** 

 
(0.005) 

Contiguity 0.6222*** 

 
(0.026) 

Common official language 0.9290*** 

 
(0.012) 

Colonial relationship 0.9627*** 

 
(0.029) 

  Observations 404,363 

R-squared 0.739 

Standard errors in parentheses 
 *** p<0.01, ** p<0.05, * p<0.1 
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The results suggest that alliances are not at all positive for trade, like previous studies 

have evaluated, with allies facing a trade loss of up to -54,75%. If both countries are 

main actors and enemies, they face a trade loss of -95,39%. 
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