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Abstract

Civil conflicts are a major challenge to the ecormolevelopment of a country. Although it is an
intrastate dispute, civil conflict has also an irtpan the neighboring countries. It can be a soofce
regional destabilization that consequently impeagggonal economic growth. The aim of the present
article is to analyze the potential consequencesoaflicts on regional economic integration (REI)
outcomes among African nations. Our findings doauintleat civil conflicts affect the economic fate
of regional economic communities mostly throughirtieegative impact on regional integration in
terms of business cycle synchronicity, their eff@etregional trade intensity being more nuanced. By
assessing the effect of conflict on regional ecandntegration processes, this paper highlights tha
intrastate political events are also major regiamaistraint hampering the performances of African
Regional Economic Communities (REC). We therefand fin additional reason to recommend that
prevention and resolution of civil conflicts mighé put on the top of the political agenda of Africa
RECs.
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1 Introduction

Regional economic integration (REI) is crucial fafrican states since they are characterized by
relative small market sizes impeding their develeptprocess and integration to the global economy.
The potential benefits of REI, such as the improsenof economic prospects and political stability,
are expected to be substantial (Schiff and Win2é33). However, as of their anticipated outcomes,
the existing African RECs have poorly performedcsirtheir establishment. Progresses in intra-
regional trade and policy coordination appear téolae Among the identified explanatory factors, the
lack of political commitment and the importanceeaonomic constraints have been stressed as the
most hampering for countries to progress in REId&and Kibret 2008). As a major challenge to
economic development more generally, civil conflight also be a constraint to regional economic
integration (REI).

Africa is one of the continents that are the mdigicted by civil conflict, with more than 2/3 oki63
countries having experienced conflict between 188@ 200% Like all wars, civil conflict has
harmful consequences in the occurring countriesm#&fu lives are lost and communities,
infrastructures and institutions are destroyed.tHeur in terms of economic prospects, it has
devastating consequences (Collier et al. 2003hodigh civil conflict is an intrastate dispute sitalso
found to have an impact on the neighboring cousthig affecting their economic prospecesy(
Murdoch and Sandler 2002), and by geographicaligasting to those countries. Civil conflict is thus
a source of regional political and economic de$itation and, as such, it might be an obstacle to
progress in REI in Africa. Understanding the effettonflict on REI outcomes would highlight the
role of intrastate political events, such as ciwirs, as a critical constraint hampering the
performances of African RECs.

The present article aims at assessing the potergisdequences of conflicts on regional economic
integration outcomes among African countries. Imtipalar, we are interested in analyzing what
happens to a country participating in a given REKenv civil conflict occurs. We subsequently
propose an empirical study of the potential rediausts of conflicts, in terms of their effects on
integration outcomes in Africa between 1980 ands20te empirical approach we use in this paper is
innovative for several reasons. First, we condoetanalysis at the multilateral level, which coesid
the degree of integration of a country with all tther countries belonging to the same REC. This
allows us to account for the global effects of Icoanflicts, rather than using the bilateral apgioa
Further, instead ofde jure indicators of economic integration among natiamshsas the signature of
agreements or treaties, we aedacto measures that account for the various dimensibimgegration
which are the increase in regional trade and teatgr coordination of macroeconomic policies. In
addition, our instrumental variable technique allows to simultaneously control for the unobserved
heterogeneity affecting integration effectivenessd acivil conflict. The conflict variable is
instrumented by the number of assassination atterptnational leaders and by the number of
refugees hosted in countries.

Our findings document that prevention and resotutié domestic violent conflicts should be put on
the top of the political agenda of African Regioialonomic Communities (RECs). We show that
civil conflict induces a decrease in business cgglechronicity and an increase in intra-regionadié
intensities. Yet, past conflicts affect negativelyrrent intra-regional trade intensities. From éhes
results, we derive the following policy implicatioit is highly advisable for members of the same
REC to get involved in their peers’ conflicts pratien and/or resolution, because of their regional
economic effect. Consolidating peace and builditrgng state institutions are crucial to improve
regional economic prospects and achieve a sustairabnomic development.

3Source: UCDP/PRIO Armed Conflict Dataset.



The rest of the paper is structured as followsti@e@ presents theoretical aspects of the imphct o
civil conflict on regional economic integration pass in Africa. Section 3 describes the data aed th
research design. The results are discussed iroset¢tiand concluding remarks are provided in the
final section.

2 Civil Conflict and Regional Economic Integration: Theoretical Aspects

2.1 Regional Economic Integration in Africa

According to Balassa (1961), regional economicgragon can be defined as a process by which a
group of countries agrees “to eliminate discrimimratetween the economic and noneconomic units
that belong to the different national states”. Yieis not a straightforward process; it involvée t
decision to cooperatedd jure integration) and the effectiveness of the coopmmafde facto
integration). Neither the signature of a treaty;, i@ establishment of regional institutions in rgfea

of the execution of policies allowing regional eooric progress guarantee the effectiveness of REL.
Countries must implement specific political and mmmic measures in order to achieve the gradual
elimination of various forms of discrimination. Tiset of such measures comprises the continuing
lowering of intra-regional boundaries and the iftof authority over key areas of domestic
regulation and policy to the supranational levairflbbaerde and Van Langenhove 2005). As suggested
by Balassa (1961), it is possible to distinguishotes stages of REI from the establishment of a fre
trade area to a full economic union, accordindhtodxtent of cooperation: a free trade area, amsst
union, a common market, a monetary union and a&fidhomic unioh

For a regional economic community (REC), each sfefne economic integration process comprises
for its members benefits, but also costs (VenaBR80J. The distribution of costs and benefits
determines national interest and incentives likelyead countries to implement or not the regional
agreements signed. The difficulty of bearing thete@ssociated with progress in terms of REI might
explain the lack of political commitment of natibheaders to implement the regional agreements,
which was identified by Geda and Kibret (2008) amaor constraint to the performances of African
RECs. Some requirements allow countries to offeet dosts associated with a deeper degree of
integration, at each step. For instance, Mundé&6{)’'s theory of Optimum Currency Areas (OCA)
provides the criteria required for countries in an@tary union to reap the benefits of being in sach
union. These criteria are related to the necesaygomic interdependence between the members of a
same REC. There must be a symmetry in the shobdstiafy countries, a full mobility of factors, the
diversification of production, a similarity in igdtion rates, a flexibility of wages and prices, and
capacity for risk-sharing within the REC. Thuseath step of REI, if the members do not sufficientl
fulfill some specific criteria, the costs assoadiateith the integration process might lead themdo n
make the efforts required for their progress in.REI

Regional economic integration has become a conferall countries throughout the world, in the

* A free trade area is a group of countries whighpsessses all restrictions on mutual trade, but eaember
retains its own tariff and quota system on traden whird countries. A free trade area becomes gmsunion
when countries adopt a common system of tariffsquuatas with respect to trade with third countriesther, a
customs union becomes a common market with thevahad all restrictions on factor movement. The piitin

of a common monetary policy and a common curreeeyls to a monetary union, and beyond the monetary
union, countries that coordinate their economidgied form an economic union.

® REI process generates costs such as trade divensibthe loss of fiscal revenues from regionaldra



current context of increased globalization. Indeasl,pointed out by Alesina and Spolaore (1997),
“countries that are too small may not be viabla imorld of trade restrictions”. Most African statee
yet characterized by a low income and a small maske (UNECA 2004). For them, REI is thus
crucial. Regional integration is first viewed asame to allow African states to offset the smalésit
their domestic markets and attain sustained ecangnoiwth, notably through scale and competition
effects, new trade opportunities and increasedsinvent (Schiff and Winters 2003). It is also
perceived as a possible way to improve the cregilif members’ economic policies (Fernandez and
Portes 1998) and as an important tool for diplon{&wohiff and Winters 1998).

Since the independences, African leaders haveedtris enhance the economic integration of the
continent. Several regional groups were createdfilidethat the number of RECs has increased from
10 to 21 between 1980 and 2005 (2 customs unioaspBomic integration agreements, 8 free trade
agreements, 3 monetary zones and 2 monetary unibms)ist of African RECs and their members is
provided in Appendix 1. The multiplication of RE@&s been accompanied by an overlapping
membership phenomenon. Out of the 53 African stat@sare members of at least 2 RECs in 2004
(UNECA 2004). The average was only 1 in 1980. Gagping membership hampers the progress of
integration since countries participate in RECsolhobjectives and policies that are different, with
however a global emphasis on trade and macroecaonioteigration. Despite the African interest in
REI, the progress toward integration with respedhe achievement of these goals is quite poor. For
illustration, according to the World Trade Orgatii@a, intra-African exports represent only 9.5% of
African total exports in 2007. Other blocs are perfing better with 73.5% in Europe, 51.3% in North
America, 49.7% in Asia, 24.4% in South and Cenfiaerica and 12.3% in Middle East. The poor
performances of African RECs are also explainedelpnomic and political constraints. The
economic constraints consist mostly in the factongeding the achievement of the requirements for
the suitability of regional unions, such as thogsementioned above. Among those factors, the overall
insufficient production specialization, divergentaecnoeconomic policies, poor infrastructure
development and the continuity of strong econoligie Wwith non-members seem to play an important
role (e.g. Schiff and Winters 2003 and Geda and Kibret 2008 political constraint consists mainly
in the unwillingness of national governments toeefiively implement the agreements signed. We
argue below that civil conflicts are an additionahstraint hampering the progress of African RECs,
and prevent the countries from reaping REI beneiit$ably in terms of increase in regional trade an
scope for better policy coordination.

2.2 Civil conflicts as a constraint to African countries’ progress in REI

Africa is one of the continents that are the mdigtcéed by civil conflict, with more than 2/3 oki63
countries that experienced a civil conflict betwek380 and 2005 Only 17 states have avoided
internal sizeable conflicts in the continerand on average, each year, civil conflict ocdard 1
African countries.

Major challenge to the economic development, cidhflicts cause serious damages to national
economic prospects. The most common feature thatbean identified in the literature on the
consequences of civil conflicts is the decline @frmic capabilities that results from civil coofliA

® According to the UCDP/PRIO Armed Conflict Datasste Section 3.1.

" These countries are Benin, Botswana, Cape VerdeatBrial Guinea, Gabon, Libya, Madagascar, Malawi,
Mauritania, Mauritius, Namibia, Sao Tome and Ppe¢i Seychelles, Swaziland, Tanzania, Zambia and
Zimbabwe.

4



country confronted to a civil conflict might expemnce serious losses in its accumulated physical and
human capital, and in its overall trade flows (Raged Rupert 2004). The impossibility for this
country to offer secured long term returns for stwgents further results in a low investment (Collie
1999), which leads this country to a decline in G#? capita and/or in growth rates. Not only do
civil conflicts have an impact on economic capébi#i when they occur, but also when there is a risk
that they occur. Besley and Persson (2008) find the risk of civil conflict results in a lower
investment in state fiscal capacity, notably beeaafshe diversion of fiscal resources in the insel
military expenditures.

Although intrastate events, it has been argueddfkitconflicts have a strong negative impact ba t
neighboring countries (Collier et al. 2003). Murbdagnd Sandler (2002) find that civil wars reduce
short-run growth across an entire region of neiginigocountries. De Groot (2009) moderates this
finding by arguing that only contiguous (“primaryieighboring countries actually suffer from the
negative effects of proximate conflict, and alspearience a decline in their economic capabilities.
Non-contiguous (“secondary”) neighbors experienceh® contrary a positive spillover effect. There
is also some evidence that civil conflict may diswe an impact on neighbors’ through geographical
spillovers, which are considered as a strong détem of civil conflict throughout the worid By
allowing for country specific heterogeneity, Boskamd de Ree (2009) show however that the
probability of civil war onset following a neighbing conflict is increased only for Africa. In other
words, the fate of African countries does not atgpend on their own actions to prevent civil wait, b
also on what is happening in their neighboringestat

As a result of its impaired economic situation dmaer investment in state fiscal capacity, we can
expect a country confronted to a civil conflict notbe able to respect its commitments towards the
countries in its regional economic community (comitias). Indeed, it might not be possible for this
country to face the potential losses due to the jR&tess, notably due to the likely asymmetry i th
shocks affecting its economy and its regional peecenomies. Further, conflict might impede
production diversification, infrastructure develogmh within the occurring country, and make
macroeconomic discipline impossible. Besides thanflict might have a negative effect on REI
outcomes through its effect on political commitmeREIl in order to be successful has to have
convincing features of permanency and irrever$ihiand a sustained political commitment is crucial
for that. Yet, conflicts change the priorities dfetgovernments, and lead countries to become
withdrawn. It is also likely that conflict countdemight, for instance, be more sensitive to ineesti

to go back on signed agreements, given the timensistency problems of economic policy-making.
Through their effects on neighboring countries,als® expect civil conflicts to be an obstacle td RE
process, first because they are a potential safrazgional political destabilization. Then, theygint
increase the economic divergence between the menatbéhe same regional economic community,
by increasing notably the asymmetry of the shoffesting their respective economies.

Concerning intra-regional trade, the effect of looanflicts is likely to be ambiguous. Indeed, hles

the negative effect on overall trade due to thdimkeén economic capabilities and to infrastructure
destruction, civil conflict might increase a coyfdrreliance on its regional peers. As Mansfield an
Bronson (1997) point out, countries with limitedoarces might trade more with their allies in times
of conflict. Civil conflict might then contributeotsomewhat reduce economic ties with non-members
in certain circumstances. For instance, some ci@gntionsider certain ethical aspects when trading
with other countries and might be unwilling to ntain economic relations with countries confronted
to a civil conflict. Yet, in Africa, intra-regionarade flows are weak compared to trade with non-
members, mainly because of the non-complementaritiye countries’ structure of trade. So, even if
there is a relative increase in intra-regionaleérfidws due to an increased reliance on the mendjers

8 See among others Sambanis (2001), Hegre and S@T(&06), Salehyan and Gleditsch (2006), Gleditsch
(2007) and Buhaug and Gleditsch (2008)
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the same REC, it is likely that this increase wil be large, compared to overall trade flows. ths
reason we expect civil conflict to have an ambiguefiect on intra-regional trade.

3 Data and Research Design

3.1 Data

Our empirical analysis is based on a panel datéhaetwe construct from different sources. It cever
the 53 African countries and the 21 RECs from 188Q005. In this data set, the observation unit is
the existing couple country-RECAccording to the date of the establishment of RE@e have a
sample size of 3663 observatiths

One of the reasons for the poor performances at#&irRECs is the lack of political commitment in
implementing the signed treaties. This leads ueelp on de facto measures of regional economic
integration, to assess the effect of conflict oa #ffectiveness of REI, in terms of the expected
outcomes of the implementation of regional agredmédror instance, the increase in internal trade
within a regional integration would catch the pexg in the removal of trade barriers through tae fr
trade area and customs unions agreements (e.er€&004 and 2006). In the same manner, the
extent of cross border shareholdings and internaements in labor forces would indicate the
elimination of restrictions on factors movementrtkaer, the synchronicity of business cycles indisat
the symmetry of the shocks affecting the economiitkin a given cluster, which is required for
countries to better coordinate their macroecongpaiicies and reap the benefits of adopting of a
common monetary policy and a common currency (dwndell 1961, and Frankel and Rose 1998).
We then decide to focus on trade relationshipsthadscope for coordination of policies and use the
intra-regional trade intensity and business cysigghronicity variables as proxies of REI outcomes,
as suggested in the literatueg( Frankel and Rose 1997, 1998), and given the lackli@ble data on
factor mobility for African countries.

For business cycle synchronicity, we rely on datareal gross domestic product (GDP) that comes
from the World Bank World Development Indicators [NV 2008. We take GDP as a proxy of real
economic activity, for it is often referred to aseoof the main summary indicators of economic
activity, and because of its availability for Afsic countrieS. We construct the business cycle
synchronicity variable as follows. First we take tmatural logarithm of GDP, and then we filter the
data from short-term fluctuations and long-terrmdr¢o use GDP de-trend8domponent. In a third
step, we compute, for each pair of countries, aetation coefficient of the business cycles of
countries andj within the same REC over a rolling 5-years subiguét. Finally, we take the regional
mean of these correlation coefficients for eachntgui as our measure of business cycle
synchronicity. According to the date of the estbiient of the RECs, we have between one and

° For example, the couples Sénégal-WAEMU and MadageSADC are taken as observation units in our data
set.

19 See the date of creation for African RECs in Amper.

! Frankel and Rose (1997, 1998), Dareaal. (2005) and Inklaaet al. (2008), use alternative proxies of real
economic activity such as the industrial productmmthe employment rate, but these data is usuadly
available for African states.

12 Following Frankel and Rose (1997, 1998), the catlcomponent is computed with the Hodrick and €ots
filter. We use value of 6.25 for the smoothing paeter, as suggested by Ravn and Uhlig (2002) foualdata.
As also pointed out by studies by Frankel and Ra987, 1998) and Calderaat al. (2007), we find in our
robustness checks that using different filteringhmds does not affect the results,.

13 For each yeat, we compute the correlation coefficients on theigue{t,t+4}. We find similar results,
available upon request, when we compute thoseicaffs over 3-years rolling periods.
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twenty-six observations on the business cycle symitity for a given couple country-region. The
business cycle synchronicity variable is continuand is comprised between -0.720 and 0.758. Table
1 shows its descriptive statistics.

The second dependent variable is intra-regionaletrmtensity. It is the mean of bilateral trade
intensities between countryand the other countries in the REC for each yealtowing Frankel and
Rose (1997, 1998), we define two indicators of éramtensity (TI1 and TI2) computed as follows:

T, = My 2y andTi2, =i X
g (Xit +Mit) +(th +th) ! Yit +th
X;. is the nominal bilateral trade exports FOB (FreeBoard) of country to countryj and M, is

the nominal bilateral trade imports CIF (Cost-lr@we-Freight) of countriyfrom countryj. Bilateral
trade data come from the IMF database Directiofratle. The official trade data are obtained from
the compilation of formal trade and do not includi@rmal trade which is certainly important among
African states. Therefore, with the official dathe estimate of the impact of civil conflict onriat

regional trade intensity may be underestimatéd. (M, ) is the total nominal exports FOB (total

nominal imports CIF) of the countiy Y, is the nominal GDP of the countryTotal exports, total
imports and nominal GDP are taken from World Depgient Indicators 2008.

We are interested in investigating the effect afflict on REI. As our main variable of interest wee

a dummy for the years during which a country igiwil conflict. We use the UCDP/PRIO Armed
Conflict Dataset, version 4 (Gleditsehal. 2002, PRIO 2009). UCDP/PRIO defines a civil canfas

“a contested incompatibility that concerns governtrend/or territory where the use of armed force
between two parties, of which at least one is tréeghment of a state, results in at least 25 battle
related deaths”.

We control for the usual determinants of REI outesrfimbs 2004, Darvag al. 2005 and Inklaaet
al. 2008): the production specialization and the sty of fiscal policies. The production
specialization is computed as the regional mearnhef specialization indicator defined by Imbs

(2004)S;, . It is computed as the mean of the differencescohomic structures between countiies
Snit - Snjt

, , , 113G
andj over the rolling periodt S; = ?ZZ , wheres,; denotes the GDP share of a sector
t n

n in a countryi. The similarity of fiscal policies is proxied by correlation of the share of
government consumption in the GBPThe data for both variables is drawn from the VZD0S.

We also add variables that are included in gravitgels. As suggested by Inklagral. (2008), these
not only affect trade intensity, but there alsoatetl to variables affecting business cycle
synchronicity. These variables are the followingr papita GDP, to control for the effect of economi
development level; an institution variable, nanély Polity2 variable from the Polity IV datasetdan
the number of mobile and fix phone lines per 10@8abitants, to control for the level of
infrastructures. The data is drawn from the WDI&00

4 The conventional deficit is usually acknowledgede a better indicator of the fiscal policy of@grnment.
We decided to use the share of government consamptcause of the greater availability of thesa.daut
when using the conventional deficit to construet ¥ariable of similarity of fiscal policies as arstness check,
our results, which are available upon requestsimdar, despite the loss of about one-third ofdhservations.
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3.2 Econometric issues

The focus of the present paper is the analysibeopbtential effects of civil conflicts on the ooitces
of regional economic integration in Africa. For timairpose, we estimate the following regression:

RE|, =a+B[Conflicf, +vy X, +n 1)

REI
conflict status of a countriyon yeart, X,, denotes the various control variables that coelérminine

is the regional integration indicator of a counitrin a cluster on yeart, Conflict is the

irt

REI outcomes independently of civil conflict amg, is the classical error terno., B andy are the
coefficients to be estimated.

A simple OLS regression of equation (1) might yieldsed estimates. There is indeed a potential
issue with simultaneity between civil conflict aR&l. On one hand, civil conflict might make more
difficult the integration of a country, and on tbther hand, countries might get into an integration
process in order to secure the achievement of pmaateolitical stability. There are also unobserved
factors that are related to countries’ social, ecaic and political indicators, and/or to the indees

to implement the regional economic agreements. § io®bserved factors may affect both conflicts
and the progress in REI. For instance, countriasdhe more likely to benefit from the distributioh
gains and losses of REI might show a strong andaisiesl political commitment towards the
integration process in order to capture the gadise@ated. In doing so, they experience an enhanced
economic growth, which contributes to increase,ristancethe citizens’ opportunity cost of joining

a rebelliod®. Then, the degree of REI will be closely tied e fact those countries are in peace, and
this could result in an observed negative assaocidietween regional integration depth and conflict
status which might in fact capture the result ofirtdes’ effective implementation of regional
agreements.

To purge the simultaneity between REI and conflantid the correlations between conflict and
unobserved factors affecting the effective impletmgon of regional agreements, we adopt an
instrumental variables estimator and use two instnts for conflict: a dummy for assassination
attempts on the national leader and the numbeafofees hosted by the country in each period.

Jones and Olken (2008) analyze the effects of sissd®ns attempts on national leaders on political
institutions and civil conflicts. In their studyheéy emphasize the role of national leaders in #ik pf
conflicts and provide evidence that assassinatagtesnpts affect civil conflicts in a different way
according to their intensity. While successful asgation attempts lead to an intensification @¥ lo
intensity conflicts, they tend to hasten the teation of high intensity conflicts. We use the data
collected by the authors from 1875 to 2004. Thaysater only the attempts in which a weapon was
actually used. In Africa, there have been 13 agsatien attempts among which 4 have been
successful, between 1980 and 2004. This is the tkeyur identification assumption: if all
assassinations had been successful, this variabllel @ot be a good instrument, since Jones and

15 poverty has been identified as a cause of civil byamany studies in the literature. Yet, researshiffer in

their interpretation of this empirical finding. Amaling to Fearon and Laitin (2003), conflict in pamuntries
reflects their henceforth limited state capabitiyput down rebellions, whereas for Collier and flee (2004)

it reflects lower opportunity costs of fighting tinose countries. Whether one interpretation preail the other
does not really matter when we consider the effeREI on conflict. On one hand, by allowing thesncbnduct
better economic policies, REI would allow statesrake the require investments to increase naticayadbility

and change the political opportunity that affe@bels’ decision to fight. On the other hand, by amding

economic growth, regional economic integration rhigintribute to increase the opportunity cost ghfing.
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Olken (2008) find that successful attempts leadhrtoinstitutional change likely to directly affect
progress in REI. We assume that assassination @edo not have a direct effect on regional
economic integration, but an indirect effect throwgnflict, GDP and institutional change, for which
we control.

The second instrument we use for conflict is thenber of refugees hosted by the country each year.
We use data compiled by Marshall for the Center Sgstemic Peacé Assisting and protecting
refugees is a great burden for host countriesuggested by the UNHCR reports. Refugees’ flows
urge the necessity to provide more public servicesgease the scarcity of resources and require the
shifting of a share of public expenditures fromiol citizens to the refugee population. Refugees
might also influence positively the country’s ecomno growth, if they have a high level of human or
physical capital, or due to the increase in aivfi@a host country might expect, especially when the
conflict they are fleeing receives large internagéilbmedia coverage. We thus assume that it does not
have a direct impact on progress in REI, but ohhpugh its impact on national economy. On the
other hand, refugees hosting might, as argued bgysan and Gleditsch (2006), lead to the
international spread of conflict. First, refugeenpa are often located near conflict areas and tedige
during attacks. Some of the refugees might alsagbdlong with them arms, combatants, and
ideologies which are conducive to violence and himdbbpposition directed at their country of origin

or even at the hosting country. Furthermore, Saleydnd Gleditsch (2006) point out that there might
be tensions between refugees and host commurdtiesto several factors, from misperceptions about
the real impact of refugees on the local envirorinaar economy to the induced demographic and
ethnic balance change in the host society.

We finally include in all estimates year fixed effe in order to control for the occurrence of
covariate shocks, and region fixed effects to @drfor regional specific characteristics that
are constant over time, notably the type of redidngéegration arrangementsor the
characteristics of the established regional institis.

4 EMPIRICAL RESULTS

4.1 Descriptive analysis

Descriptive statistics on the full sample over #86eyears of our analysis are provided in Tabletle T
average country in our sample has low intra-reditmde flows and is relatively weakly synchronized
with the countries in the REC it belongs to. In pamson, Tapsoba (2009) suggests that, from 1970 to
2003, the average business cycle synchronicitynis times higher for the OECD members (0.4012)
and 13 times higher for European Monetary Union tmens (0.5554) than for African countries. This
is consistent with the poor performances of AfriedaCs we mentioned above. If we differentiate the
variables according to the conflict status, we find shown in Figures la and 1lb, that an average
conflict country is not clearly more or less int&gd than a country at peace in terms of busingds c
synchronicity. In terms of intra-regional trade lewmer, conflict countries are not clearly differest

of trade intensity relative to regional partnerstat output, but they have greater trade intensity
relative to regional partners’ total trade.

" Data compiled from the World Refugee Survey ofltmited States Committee for Refugees and Immigrant
(USCRI).
18 |n Africa, the RECs have not changed their typareiingement in our period.



Figure 1a: Business Cycle Synchronicity by Conflict Status Figure 1b: Trade Intensities by Conflict Status
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Table 1: Descriptive statistics of the main varial#s.

Mean Std. Dev. Minimum Maximum  Observations
[1] [2] [3] [4] [5]
Conflict 0.21103 0.40809 0 1 3663
Trade intensity
TI1 0.00203 0.003313 0 0.03425 3452
TI2 0.00117 0.001753 0 0.02141 3532
Synchronicity
Hodrick-PrescottA=6.25)  0.08053 0.19490 -0.72059 0.75819 3572
Instruments
Assassination attempts on 0.00792 0.08864 0 1 3663
leaders
Number of refugees hosted  68.2975 140.868 0 1527 30 35

Note: Std. Dev. stands for Standard deviation. TRegional average of bilateral trade divided by $hen of the total
trade of countries in the pairs. TI2= Regional agerof bilateral trade divided by the sum of thgpatiof countries in the
pairs.\ is the smoothing parameter of the Hodrick-Pre&iitter.

4.2 Effects of civil conflict on progress in regional eonomic integration

A test of the difference in the means of assageimaattempts on leaders and refugees hosted
according to the conflict status shows that thffedknce is statistically significalit On average, it is

¥ We conducted a test of the significance of théedéhce in the means, which is not presented beste,
available upon request.
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more likely for a conflict country to experience massassination attempts on its leaders and host
more refugees. The first stage equations of thedtifmates are reported in Appendix 3. We find that
experiencing an assassination attempt increasesicgntly the probability of conflict by betweer® 2
and 31 percentage points depending on the spewmfisa whereas hosting refugees increases also
significantly this probability by between 3 andé&rgentage points.

In Table 2, we present the results of instrumengalables estimates. We find that civil conflict
significantly affects REI process through its nagatmpact on regional synchronicity. Moreover, the
effect is substantial, in quantitative terms. Iducon (3) of Table 2, we see that being in conflict
reduces our measure of synchronicity by 0.126.dfosmpare a country at peace between 1980 and
2005 to a country having been in conflict on averéay 40.64% of the period (the sample standard
deviation), the difference in the correspondingcsyonicity coefficient would be (-0.126)*0.4081 =
-0.0514. This is slightly less than one-third ok tsample standard deviation in synchronicity
coefficients (0.195). Further, comparing a coustrpeace between 1980 and 2005, such as Bostwana,
to a country which has been in conflict for 100%tloé period, like Sudan, yields a fall in the
synchronicity of business cycles of 0.126, whichasghly a two-third standard error shortfall ire th
synchronicity coefficient.

Our results suggest that civil conflict has a pesitind significant impact on intra-regional regibn
trade intensities. This result might seem relagivatiking. Indeed, Bayer and Rupert (2004) find
evidence that, between 1950 and 1992 civil warg maduced total bilateral trade by about one-third.
Besides that, due to the identified impact of ciaghflict on economic capabilities, we would expact
reduction in intra-regional trade intensity. Indeadnajor obstacle to the expansion of intra-REQdr

in Africa is the similarity in the structure of @ among REC members and it is likely that conflict
might hamper the diversification of the economraistiure, not only for conflict countries, but afeo
their neighbors. Yet, this result indicates that civil conflictcireases the ratio of the country’s intra-
regional trade flows on all regional partners’ tatade flows: this increase can be due to a deerea
the conflict country’s total trade, as well as tiacrease in its intra-regional trade flows. Asavgue
above, civil conflict might lead an increase inice@l trade, for the country having to rely moreitsn
regional peers. But, due to the induced decliritsinational economic capabilities and to the epér
effects of conflict on its neighbors, likely to bab to the same REC, the effect that seems more
important is the decrease in total trade. The adrdbefficient for TI2 is smaller, which confirntbe
previous, since it suggests that the decline iputunight be more important than the decline ialtot
trade.

4.3 Dynamic impact of civil conflict on REI

The short-run effects of civil conflict may be difént from its longer-run effects on progress in,RE
notably because of the change in the economictateuthat it induces. To test for this, we include
lagged conflict variable in our regressions. Thaults presented in Table 3 show that civil corslido
have a lagged negative effect on intra-regionaetiatensities. This result is interesting if we in
perspective with our above suggestion that conflight have an ambiguous effect on intra-regional
intensities due to the increased reliance of tmdlico country on its regional peers. Indeed, thgged
negative impact of civil conflict hints that thiscreased reliance is a relatively short term effacthe
longer term, the change in the economic structndeiged by conflict leads to a decrease in intra-
regional trade intensity likely to be due to themase in regional trade flows that is more impurta
than the decrease in total trade flows or totgbott

2 This is the sample maximum.
%L See section 2.
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Table 2: IV estimates of the impact of civil conflit on trade intensity and synchronicity.

Dependent variable Trade intensity Synchronicity
TI1 TI2
[1] [2] (3] [4]
Conflict 0.00143**  0.00093*** -0.12641*** -0.13018***
(0.00051) (0.00033) (0.04760) (0.04714)
TI1 0.26122
(2.45343)
TI2 1.12234
(4.13336)
Production specialization -0.00096**  -0.00085**%0.17958*** -0.17230***
(0.00039) (0.00026) (0.03047) (0.03033)
Governments similarity 0.00077**  0.00041***  -0.083 -0.00303
(0.00027) (0.00014) (0.02221) (0.02222)
Polity2 0.00001 0.00001  -0.00304***%0.00310***
(0.00001) (0.00001) (0.00088) (0.00088)
Log (Phone lines) 0.00034***  0.00021*** 0.00997*** 0.00963***
(0.00003) (0.00002) (0.00284) (0.00286)
Log (GDP) 0.00007 0.00012**  -0.01725** -0.01741**
(0.00009) (0.00006) (0.00775) (0.00770)
Partial R2 of excluded instruments 0.0317 0.0319 0326 0.0334
F test of excluded instruments 52.62%* 52927 54.25M* 56.07%**
Hansen 1.257 0.117 0.598 0.578
Probability 0.262 0.732 0.439 0.447
Hausman test 12.74 14.77 5.738 6.289
Probability 0.0004 0.0001 0.0166 0.0121
Observations 2942 2946 2942 2946

Note: All estimates include an intercept, regionadl a@ar dummies. Tl1= Regional average of bilatératie
divided by the sum of the total trade of countiieshe pairs. TI2= Regional average of bilaterabl& divided by
the sum of the output of countries in the pairse Vhriables Production specialization and Governgsimilarity
measure respectively the similarity of productitrectures and the similarity of Government consuomptvith the
other partners in a given cluster. The confliciatales are instrumented with a dummy for an assatsmattempt
on the leaders and the logarithm of the numbeefifgees hosted. The null hypothesis of the Hausestrig the
exogeneity of the covariate of interest. Robustddiad errors in parentheses. * Significant at 16%9jgnificant at
5 % and *** significant at 1 %.

As of synchronization, we find that being in cociflon the previous year increases progress in REI.
This might be related to the fact that after a j@ars of conflict, countries somehow get used togoe

in conflict. To relate this to what we mentionedSaction 2 about the changing priorities of co@stri
falling into civil conflict, this result suggestidt after a certain period, the governments ofehes
countries go back to normal affairs. This resulgmialso be explained by civil conflicts negative
effects on neighboring countries’ economic growtideed, a country confronted to civil conflict
might show greater business cycle synchronizatiith the countries belonging to the same regional
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community, but this would be due to the fact tHe tegional peers also experience an impaired

economic situation as a result of this conflict.

Table 3: Dynamic impact of civil conflict on tradeintensity and synchronicity (IV estimates).

Dependent variable Trade intensity Synchronicity
TI1 TI2
(1] (2] [4]
Conflict 0.00362***  0.00245***  -0.22487** -0.23409*
(0.00119) (0.00076) (0.10030) (0.09981)
Lagged conflict -0.00239***  -0.00165*** 0.11705* A.2259**
(0.00074) (0.00047) (0.06181) (0.06149)
TI1 1.80334
(2.57269)
TI2 4,16910
(4.19652)
Production specialization -0.00114***  -0.00100*** 0.46175** -0.15314***
(0.00035) (0.00022) (0.03209) (0.03207)
Governments similarity 0.00082***  0.00045*** -0.008 -0.00801
(0.00030) (0.00015) (0.02357) (0.02359)
Polity2 0.00001 0.00001 -0.00273***  -0.00280***
(0.00001) (0.00001) (0.00090) (0.00091)
Log (Phone lines) 0.00033***  0.00020**  0.00963*** (0.00920***
(0.00003) (0.00002) (0.00312) (0.00314)
Log (GDP) 0.00006 0.00011** -0.01458** -0.01492**
(0.00008) (0.00005) (0.00714) (0.00715)
Partial R2 of excluded instruments 0.0128 0.0128 0130 0.0132
F test of excluded instruments 19.08*** 19.13*** .D9*** 19.49%**
Hansen J statistic 0.191 18.33 1.225 5.212
Probability 0.662 0.901 0.268 0.273
Hausman test 15.07 0.0156 4.687 1.203
Probability 0.0001 0.0000 0.0304 0.0224
Observations 2770 2774 2770 2774

Note: All estimates include an intercept, regiomadl year dummies. Tl1= Regional average of bilateage
divided by the sum of the total trade of countiieshe pairs. TI2= Regional average of bilaterab& divided
by the sum of the output of countries in the paliise variables Production specialization and Gawvemts
similarity measure respectively the similarity ofoguctive structures and the similarity of Govermme
consumption with the other partners in a giventelusThe conflict variables are instrumented witduanmy
for an assassination attempt on the leaders andogaithm of the number of refugees hosted. Thi nu
hypothesis of the Hausman test is the exogeneityhefcovariate of interest. Robust standard ernors
parentheses. * Significant at 10 %, ** significats % and *** significant at 1 %.

4.4 Does the effect of civil conflicts on the proces$ BEI depend on country-specific
characteristics?

In Section 3.2 we raised the issue of an omittechigbe bias that might affect our estimates. Ong wa
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to address the presence of unobserved factorsatbalikely to affect both civil conflicts and REI
outcomes is to control for country-specific chagsistics that are constant over time. For instaane,

of these unobserved factors could be the ethnicposition of the country and its regional peers.
Indeed, if an ethnic group is present in two cdestrthis might increase the level of integratidn o
those countries. At the same time, it might haveeff@ct on civil conflict, through for instance the
possibility for a potential rebel group linked tog ethnic group to receive support from their paer
the other country. The ethnic composition of a ¢gumoes not change much over time, so, by
including country-specific effects in our regressipwe are able to control for this factor affegtin
both integration and civil conflict. Further, civilonflicts differ across countries, in their cayses
intensity, duration, or demands of the involvedext The question to be address is the followiry: d
civil conflicts affect progress in REI accordingtteese country specific characteristics, or arg the
curse for progress in REI in themselves? For igtawe might expect that the Rwandan civil conflict
in the 1990’s has had more negative effects orncthumtry’s degree of integration than the lvorian
civil conflict of the recent period, mostly becausehe difference in the number of victims andhin
factors that have triggered conflict outbreak.

To purge the country-level specificities, we addmoy fixed effects to the regional and period €ixe
effects. Due to the three-dimensional structurewfdata set, and to the overlapping membership of
African countries in the RECs, the inclusion of otvy fixed effects in our regressions does not kead
the drop of the regional dummies. Table 4 repdntsresults of the estimates of the effect of confli
with country, region and period fixed efféCtdt appears that conflict has no more significefiect

on intra-regional trade intensities, but the restdt synchronicity are comparable to those reparie
Table 2. Indeed, once the country-specific charestites are accounted for, if we compare a couatry
peace between 1980 and 2005 to the average coimtigur sample, the difference in the
corresponding synchronicity coefficient would b6.4321)*0.4081 = -0.1763. This is roughly about
one sample standard deviation in synchronicity famehts (0.195). So, when accounting for country-
specific effects, the impact of civil conflict ogrechronicity appears slightly more important, whaesre
its impact on intra-regional trade intensitiesaslonger significant.

4.5 Robustness checks

Our results might be driven by the choices we nfad¢he variables of interest, notably the business
cycles synchronicity variable, the intra-regionedde variable and the conflict variable. As an
alternative variable of conflict, we use the logam of number of battle-related deaths to assess th
impact of conflict intensity, and the logarithm tife number of years of confifét to assess its
duration impact. The results are presented in Tapkhey are similar to the ones we have with the
dummy conflict variable, in the sense that the ftoeht for synchronicity is negative and signifinta
and the one for intra-regional trade-intensityasipive and statistically significant. Yet, the mégde

of the coefficients is lower, which is due to theure of the variables. We thus find that one sieshd
error increase in the number of battle-related ldedtads to an increase in intra-regional trade
intensity relative to regional partners’ total tea@otal output) of 0.00054 (0.00035), whereagaids

to a decrease in synchronicity of 4.4%. Similadpe standard deviation increase in the number of

% When controlling for country specific effects, thamber of refugees hosted by the country is ngédon
significant in the first step equation, as showrcalumn (3) of the table presented in Appendix 3 Wen
conducted the IV estimates with only one instrumtm@ assassination attempts.

2 \We use here the major dates of conflict, accortbrthe UCDP/PRIO dataset. Yet, our estimates with
duration calculated with the minor sates are simdad available upon request.
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years of conflict decreases synchronicity by 5.8#ereas it increases trade intensity TI1 (TI2) by
0.00061 (0.00040).

Table 4: Impact of civil conflict on trade intensity and synchronicity with region,
period and country-specific effects (IV estimates).

Dependent variable Trade intensity Synchronicity
TI1 TI2
[1] [2] [3] [4]
Conflict 0.00133 0.00151 -0.43210* -0.41670*
(0.00121) (0.00093) (0.23314) (0.22764)
TI1 -10.19212***
(3.03593)
TI2 -18.61129***
(5.05555)
Production specialization -0.00039 -0.00059* -0170* -0.17688***
(0.00044) (0.00032) (0.05055) (0.04789)
Governments similarity 0.00068**0.00032***  -0.02301 -0.02339
(0.00020) (0.00011) (0.02599) (0.02523)
Polity2 0.00002 0.00001 -0.00080 -0.00078
(0.00001) (0.00001) (0.00141) (0.00136)
Log(Phone lines) 0.00018*  0.00008  -0.03857***  -BADG***
(0.00008)  (0.00006) (0.01431) (0.01358)
Log(GDP) -0.00016 0.00018 -0.07035** -0.05735*

(0.00019)  (0.00014)  (0.03378) (0.03236)

Partial R2 of excluded

instruments 0.0040 0.0040 0.0040 0.0041
F test of excluded instruments 9.73%** 9.38*** 9135 9.5 ***
Hansen J statistic 0 0 0 0
Probability N.A. N.A. N.A. N.A.
Hausman 1.254 3.947 3.955 3.767
Probability 0.263 0.0470 0.0467 0.0523
Observations 2942 2946 2942 2946

Note: All estimates include an intercept, regiongar and countries dummies. Tl1= Regional
average of bilateral trade divided by the sum & tbtal trade of countries in the pairs. TI2=
Regional average of bilateral trade divided by shen of the output of countries in the pairs. The
variables Production specialization and Governmsimslarity measure respectively the similarity
of productive structures and the similarity of Gowaent consumption with the other partners in a
given cluster. The conflict variables are instrutaenonly by a dummy for assassination attempts on
the leaders. The null hypothesis of the Hausmanigethe exogeneity of the covariate of interest.
Robust standard errors in parentheses. * Signifieanl0 %, ** significant at 5 % and ***
significant at 1 %.

For the business cycle synchronicity variable,régilts might be different according to the indicat

of economic activity and to the filtering methodedsto compute the cyclical component of this
economic activity. As indicator of economic actyyitve could have chosen the consumer price index,
which we did not because of the lesser availabdityhese data for African countries. Columns (1)
and (2) of Table 6 show that our results do nonificantly change when using alternative
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synchronicity variables.

Table 5: Robustness checks on the impact of contlion synchronicity using alternative conflict
variables

Dependent variable TI1 TI2 Synchronicity
[1] [2] [3]
Log (Number of battle-related deaths) 0.00020*** 0@13*** -0.01634**
(0.00007) (0.00005) (0.00662)
Log (Conflict duration in years) 0.00053*** 0.00035% -0.04842***
(0.00020) (0.00013) (0.01786)

All estimates include the following variables: thamilarity of productive structures and the simitharof
Government consumption of the rest of partnerqengiven cluster, Polity2, Log (Phone lines), L&PP),
intercept, regional and year dummies. TI1= Regiavarage of bilateral trade divided by the sumhef total
trade of countries in the pairs. TI2= Regional ager of bilateral trade divided by the sum of thépatiof
countries in the pairs. The battle-deaths and mirduration variables are instrumented with a dynfor
assassination attemps on the leaders and thetlogafrthe number of refugees hosted. Robust stanglaors
in parentheses. * Significant at 10 %, ** signifitat 5 % and *** significant at 1 %.

In column (3), we also have similar results whenuse alternatives regional trade variables, except
for TI3, the ratio of regional trade flows on totedde flows of the conflict country. To relatesthwvith

our discussion of the results shown in Table 2Tidr, it suggests that the increase of intra-rediona
trade intensity relative to regional partners’ totade is more due to the decrease in regionahees’
trade with the conflict country than to an increabés reliance on its regional peers.

Another issue that might modify our results is afeselection. In fact, there are two issues of
selection. The observation unit in the datasethe éxisting couple “country-regional economic

community”. Since we do not account for the nolisdng couples, or the countries that are not
members of any RE€, we effectively study a selective sample of caestrThis potentially induces a

selection bias if the probability of becoming a nemof a REC is related to the domestic political
situation of a country. It may however be argudtht tthe bias is relatively small, given the
circumstances of the construction of REC: geogigtiactors and cultural proximity usually play an
important role in determining which countries j@rREC (Frankel 1997). Another issue of selection
arises from the fact that there is non-random mgssiynchronicity and intra-regional trade intensity
data. This is arguably more important. Indeed, phabability of having missing synchronization

and/or intra-regional trade data might be systesalyi higher for conflict countries, which are more

likely to lack the capacity to collect reliable @cmic data. We can assume that a country lackiag th
capacities to collect reliable data might also ldbk capacity to implement regional economic
agreements. Then, by not accounting for the existesf these missing data among the existing
couples country-REC, we might underestimate thesceffof civil conflict on effective REI.

In order to simultaneously control for causes déct@on as well as for the unobserved heterogeneity
affecting both REC membership and agreements ingiéation, and for the simultaneity between
civil conflict and REI, we adopt the method presenby Semykina and Wooldridge (2008). The
method works as follows: in the first step, we rastie the probability of having non-missing
synchronization or intra-regional trade data foreausting country-REC couple and derive from this
stage the inverse Mills ratio. Then, we apply alpdanstrumental variable estimator to the struadtur
equation and include the estimated inverse Mili® ia the regressions.

% By the beginning of the 1990's, all the 53 Africasuntries are members of at least one REC.
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Table 6: Robustness checks on the impact of contlion synchronicity using alternative intra-

regional trade and synchronicity variables

Synchronicity variables

TI1
[1] [2]

Prices synchronicity -0.10948** -0.10969**

(0.05259) (0.05232)
Baxter-King Filter (2,8) -0.14662*** -0.14882***

(0.05076) (0.04946)
Fisher’s z-transformation -0.13086*** -0.13473***

(0.04981) (0.04929)
Trade variables [3]
TI3 0.00073

(0.00222)
T4 0.00227*

(0.00134)
Log (Regional trade value) 1.61437***

(0.49268)

Note: All estimates include the following variahlése similarity of productive structures and thimikarity of Government
consumption of the rest of partners in the givarster, Polity2, Log (Phone lines), Log (GDP), ictpt, regional and year
dummies. The synchronicity of prices is computenirfrthe logarithm of Consumer Prices Index. The Balkieg filter
assumes here that the length of business cychetvgeen 2 and 8 years. Tl1= Regional average afddl trade divided by the
sum of the total trade of countries in the pain2=TRegional average of bilateral trade divided hg sum of the output of
countries in the pairs. TI3= Regional average ddtbifal trade divided by the sum of the total trafleountryi. TI4= Regional
average of bilateral trade divided by the sum efahtput of country. Log (Regional trade value)= Sum of exports and irgo
to and from country. The conflict dummy variable is instrumented witllummy for assassination attemps on the leadérs an
the logaritm of the number of refugees hosted. Rostasdard errors in parentheses. * SignificaritCats, ** significant at 5

% and *** significant at 1 %.

Following Thomas and Strauss (1997), we use theessan of instruments to identify both the
selection and the REI equation. The results predantAppendix 4 allow us to reject selection foe t
trade intensity regressions, since the inversesMétio turns out to be statistically indistinguible
from zero. Yet, when introducing the inverse Miltgio in the estimates the coefficient for conflit

no longer statistically indistinguishable from zeF@r synchronicity, the estimated inverse Milliaa

is dropped due to collinearity, for it is constawer time, which means the process of selection is
constant over time. Then, by including region fixeticts allowing us to control for regional specif
characteristics that are constant over time, iredamn way we correct for the potential selection
problem due to the nature of our data set.

5 Concluding Remarks

In this paper, we have examined the impact of ceitflicts on REI outcomes in Africa through their
effects on business cycle synchronicity and inbgianal trade intensity. In the literature on regio
economic integration, these variables appear tdselize the progress made in terms of REI and the
scope for going deeper into the integration pradéssco-movement of business cycles is assumed to
catch the ability of countries to coordinate themonomic policies and intra-regional trade intgnsit
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shows the economic interdependence between casritrieugh the depth of their trade relations.
Estimates provide evidence that conflict in a coutends to reduce its output cycles synchronicity.
The results for trade intensities are more nuararedl relatively less robust: while current conflict
increases intra-regional trade intensity, laggedfim reduces it. More generally, this highlightew
progresses in regional integration are modifiedeasmmestic violent conflict occurs in one state.

African countries have been involved in regionabremmic integration since the beginning of the
twentieth centurdf. The efforts made have varied across the differenntries, regions and time, but
as of today, the performances of the various RE@sea relatively disappointing, especially
compared to RECs in other developing regions. Témurrence of civil conflicts and the other
constraints related to political institutions raidee issue that regional economic integration can
successfully take place only if it is accompanigdalpolitical integration process. The coordinaitidn
national economic policies particularly requirestsa process. It is all the more essential for RECs
members to strengthen their political ties when ohthem is confronted to a civil conflict, for ¢hi
will contribute to increase economic actors’ coafide in the coherence of the initiative. Thus, by
being committed to resolve a civil conflict occagiin a country, regional groups’ members might
also reap specific benefits, in terms of their gwogress in REI. We then recommend that, especially
in the African context, RECs get strongly involvéd their peers’ civil conflict prevention,
containment and resolution.

Besides that, our study also adds to the evidenoeéided by the literature on the effects of civil
conflicts by showing the negative regional effegtgonflicts and identifying an additional incerdiv
for conflict prevention and resolution policies. Mospecifically, our point here is that apart from
conflict spillover effects that have been identifiey previous studies, there is a further incentore
members of the same REC to work for the preverarmmior the resolution of conflicts in their peers.
If conflict in a country impedes its progress inIRBen it should be a primary concern for its cagil
peers since their own progress towards integrationld also be affected, through its subsequent
negative externalities. We then argue that bringirsgistain political stability in a regional comniyn
should be considered as a regional public good REB&s’ members should get involved in the
prevention, containment and resolution of confiicturring in their regional peers.
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Appendix 1: List of Regional Economic Communities ad countries

Clusters Members Type | Entry Source
CFA Zone (ZF) Cameroun (1961), Benin, Burkina F&3mmnoros, Congo, | MC 1958 Authors
Céte d’'lvoire, Gabon, Equatorial Guinea (1985) sBis
Guinea (1997), Mali (1958-1962- 1967), Madagastar8),
Mauritania (1958-1973), Niger, Central African Rbjicy
Senegal, Chad, Togo (1963)
Common Monetary | Botswana (1961-1975), Lesotho (1961), Namibia (3990 | MC 1961
Area (Zone Rand) | South Africa (1961), Swaziland (1961)
Liptako-Gourma Burkina Faso, Mali, Niger EIA | 1970
Authority
Intergovernmental | Djibouti, Ethiopia, Kenya, Somalia, Sudan, Ugaritiatrea |EIA | 1986
Authority on (1993-2007)
Development
(IGAD)
Community of Burkina Faso, Chad, Libya, Mali, Niger, Sudan, Caint FTA |1998
Sahel-Saharan StateAfrican Republic (1999), Eritrea (1999), Djibou®Q00),
(CEN-SAD) Gambia (2000), Senegal (2000), Egypt (2001), Mavocc
(2001), Nigeria (2001), Somalia (2001), TunisiaQ2)y)
Benin (2002), Togo (2002), Cote d'lvoire (2004) r&a-
Bissau (2004), Liberia (2004), Ghana (2005), Siegane
(2005), Comoros (2007), Guinea (2007), Kenya (2008)
Mauritania (2008), Sao Tome and Principe (2008)
Nile Basin Initiative | Burundi, Democratic Republic of Congo, Egypt, Effig EIA |1999
(NBI) Kenya, Rwanda, Sudan, Tanzania, Uganda
West African Gambia, Ghana, Guinea, Nigeria, Sierra Leone MC 0200
Monetary Zone
(WAMZ)
Mano River Union | Liberia, Sierra Leone, Guinea (1980) EIA 1973 Fedr{t997)
(MRU)
Economic Burundi, Democratic Republic of Congo, Rwanda EIA 976
Community of the
Great Lakes
Countries (CEPGL)
Economic Angola, Burundi, Cameroon, Congo, Gabon, Equatorial | FTA |1983
Community of Guinea, Rwanda (withdraw in 2007), Sao Tome and
Central African Principe, Democratic Republic of Congo, Chad
States (ECCAS)
Indian Ocean Comoros, Madagascar, Mauritius, Reunion, Mayotte, EIA |1984
Commission (I0OC) | Seychelles
Arab Maghreb Algeria, Libya, Mauritania, Morocco, Tunisia FTA &9
Union (AMU)
Cross Border Burundi, Comoros, Kenya, Madagascar, Malawi, Méausjt | FTA | 1993
Initiative (CBI) Namibia, Rwanda, Seychelles, Swaziland, Tanzania,
Uganda, Zambia, Zimbabwe
African Economic | African States FTA |1994
Community (AEC)
Southern African Botswana, Lesotho, Namibia, South, Africa, Swazllan Cu 1910 WTO
Customs Union
(SACU)
West African Benin, Burkina Faso, Cote d’lvoire, Bissau Guingd97), |MU 1958
Economic and Mali (1958-1962- 1984), Mauritania (1958-1973), &lig
Monetary Union Senegal, Togo (1963)
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(UEMOA/WAEMU)

East African Kenya, Tanzania, Uganda, Rwanda (2007), Burundd{20| MU | 1960
Community (EAC) (1960-
1966),
MC
(1966-
1977),
Cu
(Since
1999)
Economic Benin, Burkina Faso, Cape Verde (1976), Céte d'&/oi FTA |1975
Community of West| Gambia, Ghana, Guinea, Guinea-Bissau, Liberia,,Mali
African States Mauritania (1975-2000), Niger, Nigeria, Senegabrfi
(ECOWAS) Leone, Togo
Southern African | Angola, Botswana, Democratic Republic of Congo @99 | FTA | 1992
Development Lesotho, Madagascar, Malawi, Mauritius (1995),
Community (SADC)| Mozambique, Namibia (1990), Seychelles (1997-2004,
2008), South Africa (1994), Swaziland, TanzanianBa,
Zimbabwe
Common Market for| Burundi, Comoros, Democratic Republic of Congobbiiti, | FTA | 1994
Eastern and Egypt (1999), Eritrea (1994), Ethiopia, Kenya, Mgalscar,
Southern Africa Malawi, Mauritius, Namibia (1994-2004), Rwanda,
(COMESA) Seychelles (2001), Sudan, Swaziland, Uganda, Zambia
Zimbabwe, Libya (2006), Lesotho (1994-1997),
Mozambique (1994-1997), Tanzania (1994-2000)
Commission de la | Cameroun (1961), Congo (1958), Gabon (1958), Répuabll MU 1958

Communauté
Economique et
Monétaire de
I'Afrique Centrale

(CEMAC)

Central Africa (1958), Chad (1958), Equatorial Gan
(1985)

Note: PTA: Preferential Trade Agreement, FTA: Ffeade Area, CU: Customs Union, MU: Monetary UnibiC:

Monetary Cooperation, EIA: Economic Integration &gment, WTO: World Trade Organization.
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Appendix 2: List of countries in civil conflicts asdefined in the PRIO data set (1980-

2005)

Country Period

Algeria 1991-2005

Angola 1980-2002, 2004
Burkina Faso 1987

Burundi 1991-1992, 1994-2005
Cameroon 1984

Central African Republic

1996-1997, 2001-2002

1980-1984, 1986-1987, 1989-1994,

Chad 1997-2002, 2005
Comoros 1989, 1997
Congo, Democratic Republic 1996-2001
Congo, Republic of 1993-1994, 1997-1999, 2002
Céte d'lvoire 2002-2004
Djibouti 1991-1994, 1999
Egypt 1993-1998
Eritrea 1997, 1999, 2003
Ethiopia 1980-1992, 1994-1996, 1994-2005
Gambia 1981
Ghana 1981, 1983
Guinea 2000-2001
Guinea-Bissau 1998-1999
Kenya 1982
Lesotho 1998
Liberia 1980, 1989-1995, 2000-2003
Mali 1990, 1994
Morocco 1980-1989
Mozambique 1980-1992
Niger 1991-1992, 1994, 1996-1997
Nigeria 2004
Rwanda 1990-2002
1990, 1992-1993, 1995, 1997-1998,
Senegal 2000-2001, 2003
Sierra Leone 1991-2000
Somalia 1982-1984, 1986-1996, 2001-2002
South Africa 1980-1988
Sudan 1983-2005
Togo 1991
Tunisia 1980
Uganda 1980-2005
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Appendix 3: First stages of the IV estimates.

Dependent variable Conflict

[1] [2] [3] [4] [5]

Assassination attempts
on leaders 0.30816*** 0.30626*** 0.20842*** 0.30841*** (0.31347***

(0.08886)  (0.08283) (0.06616) (0.07809) (0.07711)
Log (number of

refugees hosted) 0.04724**(0.03793***  -0.00178  0.03881*** (0.03919***
(0.00361)  (0.00402) (0.00534) (0.00414) (0.00413)
TI1 -10.11045**
(4.02590)
TI2 -24.90434***
(6.54383)
Production specialization 0.34799** 0.10403* 0.3621  0.28517*
(0.15957) (0.05820) (0.16443) (0.16596)
Governments similarity -0.07372 -0.03771 0.04580 05014
(0.09348) (0.02635) (0.09765) (0.09839)
Polity2 -0.00039 0.00031 -0.00440 -0.00444
(0.00341) (0.00190) (0.00378) (0.00377)
Log (Phone lines) -0.01939 -0.03450**  -0.03586** .0B341**
(0.01643) (0.01529) (0.01700) (0.01688)
Log (GDP) -0.12986*** -0.10997*** -0.13137*** -0.12979***

(0.02022)  (0.02302)  (0.02130)  (0.02140)

Observations 3530 3209 3209 2942 2946
R-squared 0.163 0.210 0.540 0.232 0.234

Note: All estimates include an intercept, regioaadd period dummies. Column (3): the estimate also
includes country dummies. Robust standard erropaientheses. * Significant at 10 %, ** significants %
and *** significant at 1 %.
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Appendix 4: Correction of selection bias in the IVestimates (Method of
Semykina and Wooldridge 2008)

Dependent variable Trade intensity Synchronicity
TI1 TI2
[1] [2] [3] [4]
Conflict 0.00166 0.00000 -0.12641*** -0.13018***
(0.00107) (0.00010) (0.04760) (0.04714)
TI1 0.26122
(2.45343)
TI2 1.12234
(4.1334)
Production specialization -0.00100***  -0.00091***-0.17958*** -0.17230***
(0.00038) (0.00026) (0.03047) (0.03033)
Governments similarity 0.00077***  0.00037*** -0.068 -0.00303
(0.00028) (0.00013) (0.02221) (0.02222)
Polity2 0.00001 -0.00000 -0.00304***  -0.00310***
(0.00001) (0.00000) (0.00088) (0.00088)
Log (Phone lines) 0.00034**  0.00018***  0.00997*** 0.00963***
(0.00005) (0.00002) (0.00284) (0.00286)
Log (GDP) 0.00011 0.00004 -0.01725**  -0.01741**
(0.00011) (0.00003) (0.00775) (0.00770)
Inverse Mills ratio 0.00003 -0.01142***  Dropped Dropped
(0.01295) (0.00372)
Partial R2 of excluded
instruments 0.0103 0.2798 0.0326 0.0332
F test of excluded instruments 18.60*** 142.21%**  4.35%** 55.78***
Hansen J statistic 2.545 0.551 0.598 0.578
Probability 0.111 0.458 0.439 0.447
Hausman test 3.250 5.064 5.738 6.289
Probability 0.0714 0.0244 0.0166 0.0121
Observations 2942 2946 2942 2946

Note: All estimates include an intercept, regional gear dummies. TI1= Regional average of bilateeale
divided by the sum of the total trade of countifethe pairs. TI2= Regional average of bilateratler divided
by the sum of the output of countries in the padlitse variables Production specialization and Goverris

similarity measure respectively the similarity afoductive structures and the similarity of Governien

consumption with the other partners in a given elusthe conflict variable is instrumented with a choyn
for assassination attempts of leaders and theitbgaof the number of refugees hosted. The nullotlypsis
of the Hausman test is the exogeneity of the cowadhinterest. The null hypothesis of the Hansshitethe
validity of the instruments. Robust standard ermrsarentheses. * Significant at 10 %, ** signdfict at 5 %

and *** significant at 1 %.
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