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Abstract:
We examine the causal relationship between opium, an illegal renewable resource, and conflict in Afghanistan
combining temporal variation in international drug prices with a new data set measuring spatial variation in
opium suitability. The district-level results show that opium production has a de-escalating effect on conflict
over the 2002-2014 period, both in a reduced-form setting and using two different instrumental variables. One
explanation is that opium production requires more labor than alternatives like wheat, and thus raises household
incomes and the opportunity costs of fighting. Furthermore, we use geo-referenced data on trafficking routes,
laboratories and markets to show that the conflict-reducing effect is on average stronger in districts that account
for a higher share of value-added along the production chain. This is the opposite of what we would expect
if widespread violent competition between groups about the most lucrative production sites was prevalent. In
line with that, the conflict-reducing effect is also larger in districts where the Taliban are more likely to enjoy
a monopoly of violence. It suggests an "efficient conflict" mechanism, and highlights that the nature of group
competition is an important factor mediating the relationship between resources and conflict.
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