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Abstract
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1. Introduction

Which strategies are truly helpful in thear on terrorism? Given the (potentially
substantial) costs of terrorism, an answer todhisstion is certainly of vital importanc&he
bulk of empirical studies analyzing the causeseaforism argue that terrorism ispalitical
and demographic creature (e.g., Krueger and Maleckova, 2003; Tes;a2004; Abadie, 2006;
Kurrild-Klitgaard, Justesen and Klemmensen, 2006her and Gassebner, 2008; Krueger
and Laitin, 2008; Piazza, 2008; Savun and Phill@309; Basuchoudhary and Shughart,
2010; Choi, 2010; Kis-Katos, Liebert and SchulZ&1D? That is, they find that terrorism is
rooted in, e.g., political repression, state fa|udentity conflict and foreign policy behavior.
However, they do not find that poor socio-economévelopment matters strongly to the
genesis of terrorism, so that political and dempli@ variables trump economic orfes.
Therefore, the implicit policy advice deduced frahe empirical mainstream is to fight
terrorism by overcoming political and demographiclgpems and crises, but not by means of
socio-economic development.

With this study we seek to contribute to the ongacademic discourse over the causes of
terrorism. We argue that a view, which underes@®athe role of socio-economic
development in terrorism does not tell the whotysabout the emergence of violence. It is
our understanding that the opportunity costs ofstdlkeholders do not only depend on
political and demographic, but alsocio-economic variables. We contribute to the academic
discourse in two ways. First, while many studiestm causes of terrorism rely on (however
plausible) ad hoc hypotheses, we introdutieearetical reminder to show that the emergence
of terrorism may (at least partially) depend oretacs variables reflecting the socio-economic
environment of terrorist and their supporters. T$hert reminder is presented to show that
there is indeed a theoretical underpinning to gapq(lar but contested) hypothesis that poor
socio-economic conditions result in terrorism. Heave center on the governing influence of
these very conditions on terrorismdpportunity costs, which enter the terrorists’ calculus.
Our approach is indirectly corresponding with cimitions by Bernholz (2004) and
Wintrobe (2006a) who argue that supreme values fireferences shaped by ideology) also
play a role in terrorism. In our framework, we kabpse values constant and focus on the
role of socio-economic conditions. When conditi@re poor, the rewards from terrorism
(e.g., solidarity, status) become particularlyaattive, while the opportunity costs of terrorism
are low (e.g., because economic, non-violent atares are scarce). Our reminder thus

! Terrorism may damage economic activity by, egdurcing trade (Nitsch and Schmacher, 2004), FiNglo
(Enders and Sandler ,1996) and economic activigentain industries, e.g., the tourism sector (Esidgandler
and Parise, 1992). Such negative effects may resalteduction of overall economic growth (Abadre
Gardeazabal, 2003; Gupta et al. 2004; Crain anohQf06; Gaibulloev and Sandler, 2008), matchirgy th
evidence that political instability is detrimentalgrowth (e.g., Jong-A-Pin, 2009). Furthermoresaigsm may
produce political costs, e.g., by affecting votehavior (Berrebi and Klor, 2008).

2 Krieger and Meierrieks (2011) provide an overview the empirical literature on the determinants of
terrorism.

? Rather, some of these studies (e.g., Krueger aafgdWova, 2003) point at the high (individual) lewé
education and good economic status of terroristsére active in, e.g. the Arab-Israeli conflict.
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serves the purposes of showing that terrorism nwdyonly be a political and demographic,
but also socio-economic creature.

Second, we provide ampirical test of the predictions deduced from the reminder,ipgtt
a special emphasis on the national (aggregatep-socinomic situation of 110 countries
between 1971 and 2007, where we acknowledge thaterapirical analysis of the
determinants of terrorism may be associated witthauwlogical problems (finding reliable
data, cautious interpretations etc.). As one majoovation, we employ a dataset that
contains information on domestic and transnatideabrism? We find that — in contrast to
the findings of the empirical mainstream (that hae¢entially resulted from an analysis of
transnational terrorism only) but consistent withr @xpectations — poor socio-economic
conditions (as indicated by, e.g., low levels ofe@stment, consumption and economic
openness) indeed make terrorism more attractive.erhpirical findings of our contribution
thus add to a rather small body of empirical litera that finds (in contrast to the empirical
mainstream) that terrorism is indeed (partly) rdoite poor socio-economic conditions that
are reflected in, e.g., insufficient social welfgrelicies, economic discrimination and low
levels of economic openness (e.g., Burgoon, 200@nBerg and Hess, 2008; Krieger and
Meierrieks, 2010, Caruso and Schneider, 2011). flddings thus imply that terrorism may
also be fought by fostering socio-economic develepm

The rest of this paper is organized as follows.Skction 2 we provide a theoretical
reminder that focuses on the behavior of terroasts their environment, where this behavior
is shown to be influenced by the opportunity cadtserrorism reflected in (country-specific)
socio-economic conditions. In Section 3 we intradibe methodology and data used to
empirically investigate the validity of our thedoai considerations. We present and discuss
our empirical findings in Section 4. Section 5 dodes.

2. Theoretical reminder: the opportunity costs of terrorism

This section introduces a theoretical remindelltstrate how socio-economic conditions
may matter to the emergence of terrorism, namelyirffijpencing individual incentive
structures.

Here, the basic assumption is that terrorists atemal individuals (e.g., Sandler and
Enders, 2004; Caplan, 2006). Following an econasnialysis of terrorism, terrorists weigh
off the costs of terrorism against its benefitsiédermine their level of terrorist activity. This
means answering the question of what terrorists \{@@mefits from terrorism) and what they
are willing to give up (costs of terrorism). If terism is indeed rational, it seems intuitive to
model it as one of several choices driven by ecooaranstraints. Here, the concept of
opportunity costs is suitable for the theoreticadlgisis of the emergence of terrorism, as it
indicates what terrorists need to sacrifice whevosing to use violence.

* The empirical literature on terrorism determinams mainly analyzed the origins and targets ofsmational
terrorism due to a lack of data on domestic tesroriTransnational terrorism refers to terrorism involving
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One may argue that conducting terrorism (e.glingilother people arbitrarily to meet
certain objectives) also requires strong emotiondaiefs. Wintrobe (2006) develops a
model where individual terrorists choose between @motional) goods, namely intellectual
independence and group solidarity. The potentiatotist trades independence against
solidarity — and identity, as Harrison (2006) ste=s— and strong leadership. Wintrobe’s
model shows that terrorist activity may dependratividual desires and emotions, where the
demand for solidarity again makes terrorism (ingigdsuicide terrorism) rational. Similarly,
Bernholz (2004) argues that true believers befighe supreme value of their case and trade
all other forms of (unnecessary consumption agametns to increase the number of
believers, among them terror. That is, these thigateapproaches also implicitly argue with
the (opportunity) costs of terrorism. Our approastsimilar to these ideas. However, we
argue more generally. Without directly referringsiapreme values as these authors do, we
may think of the emergence of terrorism (i.e.,dbserved level) as a result of a trade-off
between two goods. The two goods we consider at®witdual income and wealth (i.e.,
individual socio-economic conditions) that resuttrh non-violence and mental rewards from
terrorism. Mental rewards can include group soitgae.g., family or support), status and
power. In the case of suicide terrorism or if adssts is killed in action, it may also include
the status and honor of martyrdom and supportfefamily>

This incentive structure is used by the top-levieh derrorist organization to attract active
terrorists and other supporters. Its members cacthbeacterized by a goal they want to meet
via the use of different instrumerft©ne instrument is extremism, in our case terrarisis
a means not an end. The decision to use a censiirument is driven by a rational calculus
(Wintrobe, 2006b). The incentive structure itseale.( the associated opportunity costs
considerations) matter to two groups in a socieiyst, they matter to the active terrorists
themselves (i.e., the ‘foot soldiers’). Clearlyeyhchoose between non-violence and violence.
Second, there is the terrorists’ environment, ifeends, parents or sympathizers in the
general public. They are also expected to weightloéf opportunity costs of support for
violence (e.g., reduce economic activity) agaitstmental rewards. The level of sympathy,
acceptance or support for terrorist activities fribra terrorists’ environment is one factor that
helps terrorism to develop, e.g., by allowing testoto find retreats or gain financial aid. The
more support the terrorists get from the environimére lower are the opportunity costs for
individuals to become terroristsNote that such opportunity cost considerations ardy

citizens, groups, territory etc. of more than onantry. Domestic terrorism refers to terrorism that only affects
one country.

® Even the restoration of individual forgone honande a reward. It is reported that groups foraugr
members to commit suicide bombing by, e.g., thréateto do harm to the members’ relatives. Foransg,
such a mechanism seems to be at work when congjdgoung female suicide attackers who have beejesub
to sexual harassment in Islamic countries. To redfweir self-appreciation, suicide bombing seembé a last
resort (Harrison, 2006).

® Short-run goals may comprise a destabilizatioatt#cked economies and polities as well as puplieihile
long-run goals may include a redistribution of powad wealth not enforceable in the ordinary peditiprocess
(e.g., Frey and Luechinger, 2003).

" Harrison (2006) also argues that the terrorists/irenment takes into account the (opportunity)tsand
benefits of violence. For instance, terrorist supgrs weigh off the identity created by terrorisgeimst the
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depend on the incentive structure offered by teell®f a terrorist organization but also on
the influence of the local, domestic and foreigiveyoments that try to combat terrorism.
They want to prevent individuals from becoming deists. Needless to say, their influence
depends on the local, intellectual and mental distdo the second and third group.

We have thus established that (following econonhieoty) the predisposition of an
individual to become a terrorist or support tesori ought to crucially depend on the
opportunity costs of terror. Ultimately, terrordeosen as a tool to gain mental rewards (e.g.,
for terrorist ‘foot soldiers’) and reach abstraotifical objectives (e.g., for top-level terrorists
as long as marginal benefits exceed marginal (dppity) costs (e.g., Frey and Luechinger,
2003; Harrison, 2006). In the rest of this remindee want to illustrate how poor socio-
economic conditions sway these opportunity costsways that make terrorism more
attractive.

We distinguish between two choices. First, thetbeésdecision to support and/or become a
terrorist, i.e., to consume mental rewards frommot&sm (e.g., solidarity, status, supreme
values). Second, there is the choice of non-vi@en®., to consume regular goods and
services. Analogous to the analysis of income adtgution effects in microeconomics, this
decision can be analyzed in terms of the diffetditities derived from either living in peace
— and making a living on earth — or engaging in/andupporting activities that lead to
terrorist activity, thereby qualifying for mentaéwards. In Figure 1, consider an original
budget constraint, represented by the line DE, thmgewith indifference curves. The
individual’s utility is maximized in A.

If a regular law-abiding life becomes more attraetithen the budget constraint moves to
DF. In the case of given preferences, utility isvimoaximized in C. The move to B shows the
income effect. This cannot be the new optimum, Wwhgrepresented in C. The interesting
part of the story is the move from B to C, whiclpresents the substitution effect of the
change in the budget restriction. The relative gpra¢ material wealth to mental rewards
decrease so that the individual now prefers morswmption and fewer activities related to
terror® Thus, the opportunity costs of terrorism haveéased. If, however, the opportunity
costs decrease by a sufficiently large degreebtluget constraint moves to DG, and terror
becomes increasingly attractive. In an extreme,@serner solution is reached and utility is
maximized in D. As D is located both on the new JX@d on the original budget constraint
(DE), the only relevant effect here is the subsotu effect. This corner solution may be
interpreted as the choice of an individual to cotarsuicide attack.

benefits from non-support, basing their actual sleai on the opportunity costs of terror. As an eplemparents
may support the decision of their child to becomsuacide) terrorist when the child’s future is voymising
(e.g., because unemployment is high) and when ifaaltarnative to non-violence) the child’s acticas a
terrorist guarantee a martyr status in the so@atythus financial support from terrorist orgarizas.

® The individual in question may be a terroristeader of a terrorist group or a third person syhipitg with
terrorism.
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Fig. 1. Choice between the consumption of goodsnagwtal rewards

Which factors may drive the opportunity costs afdegsm? The empirical mainstream
seems to suggest that political factors (and naena conditions) drive them. However,
poor (country-specific) socio-economic conditions.g(, poverty, slow growth, poor
investment, trade disadvantages) may influencectist-benefit considerations of terrorists
and their environments just as well. For instamgean ‘ordinary’ (non-violent) life becomes
more attractive, the budget constraint moves tqB§ure 1). The increased attractiveness of
non-violence (the move of the budget constrainty rha a consequence of an increase in
economic participation (e.g., strong economic glmwAs argued by Blomberg, Hess and
Weerapana (2004) economic advancement and patitip@.g., employment) is expected to
increase in good economic times, making violences lékely. Conversely, when the
opportunity costs decrease by a sufficiently ladlggree (e.g., because there is an economic
downturn), the budget constraint moves to DG sd tearorism becomes increasingly
attractive.

We can apply the theoretical thoughts both to actefrorists and to their supporters.
Although the latter do not commit the terrorist sactheir propensity to be sympathetic



towards terrorist activity is a function of the @pfunity costs. The better the socio-economic
conditions today and prospects for the future, ldss sympathy potential supporters are
expected to have for terrorists — they simply henae to lose. In other words, an outward
shift of the budget constraint in Figure 1 reduitespublic support for terrorism and thereby
indirectly the level of terrorist activity.

Our theoretical reminder has thus illustrated hogicseconomic conditions may influence
the opportunity costs of terrorism and thus thesll@f terrorist violence in a country. As we
shall discuss in the next section, a variety ofis@conomic variables may matter to
terrorism. Here, we shall test whether terrorismoisted in countries where the opportunity
costs of terrorism are low, i.e., where poor samonomic conditions abound (net of the
influence of political and demographic conditions).

3. Empirical method and data

Ideally, we would like to test our hypothesis tpabr socio-economic conditions lead to
terrorism from both a macro and micro perspectitgfortunately, the individual decision to
become a terrorist (or support terrorism) and égeshdence on socio-economic characteristics
in the country of origin of terrorism are not obhssle to us in a systematic wayVe are,
however, able to observe country characteristies, fnacro variables). In line with a plethora
of empirical studies that have been reviewed bedar and Meierrieks (2011), we argue that
these macro variables (which indicate politicaindgraphic and socio-economic conditions)
provide the incentive structure for both the acterorists and their environment supporting
or opposing the terrorist activities. Thus, thegoateflect the opportunity costs of terrorism,
albeit in a less-than-perfect way. In other womds,cro conditions do not necessarily reflect
the individual motivation to become a terrorist. wéwer, finding a statistically robust
association between a country’s (national) politicdemographic and socio-economic
situation and (national) terrorist activity oughi give anindication that the (micro)
mechanisms outlined in the theoretical remindercti8e 2) are valid. For instance, poor
economic growth or low investment (on national Isy@ught to indicate reduced economic
activity, making it more likely that non-violencen individual levels) becomes less attractive
(e.g., by constraining employment or entreprenepysin turn making violence or its support
more attractive. In particular, we believe it tod&gitimate assumption that macro variables
correlate with terrorist activity, given that thieserved level of violence does not only depend

° Some studies (e.g., Krueger and Maleckova, 2008edfer, 2008), however, use micro level data tessss
the micro determinants of terrorism. While the tessaf these studies are revealing in terms of tifigng the
correlates of participation in, e.g., homegrowaisic terrorism in the US, they do not enable udréw general
conclusions about the role of socio-economic vdemhn terrorism. However, we invite future micrang
macro) research on this issue which also oughtdas on the socio-economic conditions of thosespafrthe
population from which terrorism predominantly emesdin addition to a focus on the general socigienuc
conditions within a country).



on the opportunity cost considerations of activeotésts (i.e., a rather small nucleus) but also
— as shown above — on the support of (potentialtiyd) parts of the populatidh.

For our statistical analysis we indicate the legklterrorist activity by thenumber of
terrorist incidents in a given country and year. We compile data for dependent variable
(and the explanatory variables) for 110 countriesvieen 1971 and 2037 The data for our
dependent variable is drawn from t@3D, the Global Terrorism Database (LaFree and
Dugan, 2007} The GTD contains information on domestic and transnaticealorism.
Because of data constraints past empirical analyses strongly focused on the determining
factors of transnational terrorism, although doimederrorism is a more common
phenomenon® Such a focus may lead to misleading results réngitie role of the economy
in terrorism, in particular because transnatiortorism is more likely to be rooted in
international political rather than in poor socimeaomic conditions. For instance, Dreher and
Gassebner (2008) and Savun and Phillips (2009) thadl transnational terrorist activity is
related to foreign policy behavior. However, suabtbrs are less likely to matter to the (more
common) phenomenon of domestic terrorism (e.g.uSand Phillips, 2009). As our study
accounts for domestic and transnational terrorismare less likely to overestimate the role
of (international) political factors in the genesifderrorism. Rather, we expect to find a close
relationship between poor socio-economic conditiand terrorism, net of the influence of
political and demographic variables.

Given that our dependent variable is an event-coarible (non-negative integers), we
need to apply a regression method that is speltyfidasigned to cope with this kind of data.
In contrast to the Poisson distribution, for whtble mean is restricted to equal the variance,
the negative binomial distribution is able to aauofor a variance that is larger than the mean
(overdispersion). Due to the overdispersion of @ependent variable, we thus useegative
binomial regression model for panel datd* As noted by Krieger and Meierrieks (2011),
negative binomial regression models are the stantlaol in empirical analyses of the
determinants of terrorism. We use a random effietdel, given that in a fixed effects model
these effects perfectly predict the outcome whenemmrism occurs in a specific country
during the period of observation. Also, the introdglon of fixed effects may mask the
influence of slowly changing or constant variab{eai, 2007, 305). In most specifications,
we include year and regional dummies to accounhé&erogeneity and serial correlation. In
some specifications, we also consider the influesfceountry-fixed effects (acknowledging
potential problems with their introduction) andagded dependent variable, which may also

19 See Bueno de Mesquita and Dickson (2007) for dysbf the linkages between terrorism and popular
support.

™ A list of countries and the summary statisticsgiven in the appendix.

12 Note that the GTD data for 1993 is incomplete. #ves follow Choi (2010) and interpolate the tersori
data for 1993 based on the average between théopseand following years. However, our main finding
(reported below) remain stable when we run ouryaigwithout the interpolated 1993 data.

13 For instance, Abadie (2006, 50) argues that irBAD®transnational terrorism only accounted for 1&%he
total terrorist activity. Similarly, Sanchez-Cuerarad Calle (2009, 32) argue that domestic terrofigpresents
by far the greatest part of all terrorist violence”

14 Cameron and Trivedi (1998) provide a more detadestussion of count data regressions. Note that we
discuss the robustness of our findings to methaycdd changes below.
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help account for heterogeneity, serial correlatma a bias from the omission of variables
(e.g., Burgoon, 2006). Certain explanatory varialfées described below) enter the estimation
model in logged form to account for skewness. Aplanatory variables (except the constant
ones) enter the model in lagged forfal) to avoid problems associated with reverse
causation.

Our main hypothesis is that poor socio-economiaitams (that reflect low opportunity
costs of terrorism) are conducive to terrorism. this study, we use a number of correlates of
socio-economic success to indicate such linkagegyevall series are drawn from the most
recent update of tHeENN World Table (Summers and Heston, 1991).

We include the (logged)kal GDP per capita and itssquare. On the one hand, a higher per
capita income is expected to make terrorism lésdylidue to the increasing opportunity costs
of terrorism (that result from a high level of maéwealth). On the other hand, however, a
higher per capita income may also reflect a higitate capacity (e.g., Fearon and Laitin,
2003). While a higher state capacity makes an apbellion less likely (e.g., Fearon and
Laitin 2003), it may make clandestine activity (i.&rrorist activity) more likely, as argued
by Blomberg, Hess and Weerapana (2004). That ésrelationship between a country’s per
capita income and terrorism ought to be non-linggrto a certain level, more income means
more terrorism (as the state capacity effect ptgvarhereafter, more income means less
terrorism (as an income effect prevails in theegticountries).

The (logged) level of consumption (indicated by teasumption component of the real
GDP) may also reflect national socio-economic condgiolntuitively, a higher level of
consumption means less government intrusion irgoettonomic life and thus a higher level
of socio-economic satisfaction (e.g., Headey, Maféend Wooden, 2008).

A country’s level of trade openness (measured adatpgedratio of exports and imports
to the real GDP) may also indicate a country’s socio-economicagian. In short, higher
levels of economic openness are expected to ctereith higher levels of growth and socio-
economic development (e.g., Levine and Renelt, 1@3dlar and Kraay, 2004). Li and
Schaub (2004) also find that higher levels of tragenness make terrorism less likely by
improving a country’s level of socio-economic de@hent.

The (logged) level of investment (indicated by thvestment component of the real GDP)

Is another variable potentially capturing natiosalkio-economic conditions. Here, more
investment ought to result in less terrorism. Fstance, higher levels of investment usually
correlate with stronger economic development, whichturn means higher levels of
economic participation and socio-economic satigfagte.g., Levine and Renelt, 1992).

In one specification, we also control for thate of economic growth, which reflects a
country’s short-run economic performance. As nadvgdBlomberg, Hess and Weerapana
(2004), in poor economic times terrorism ought &xdme more attractive due to its low
opportunity costs. For instance, slow growth maya@de with comparatively high levels of
unemployment and low levels of economic participati

We, however, acknowledge that the empirical magastr argues that terrorism may also
be driven by political and demographic factors.léwing the literature review by Krieger



and Meierrieks (2011), we thus employ a humberosi-aconomiaontrol variables that may
also influence the terrorists’ calculus.

Democracy: There is no academic consensus regarding thetioredaip between
democracy and terrorism (Krieger and Meierrieks] 120> On the one hand, democracies
may be less vulnerable to terror because they affmans of political participation, reducing
the need to use violence to voice dissent. Pdligoaups do not have to resort on extremist
means to meet their political ends, unless theyaiabandoning democracy. Indeed, in many
democracies, left or right splinter groups andiparére acting within the political spectrum
and try to convince voters with campaigns rathemthvith violence. On the other hand,
democracies provide certain civil liberties, whansequently make clandestine activity less
costly. Also, democratic countries face furthetitnional constraints (e.g., the need to form
broad coalitions, an independent judiciary) thakeng less likely that means of military and
political repression can be effectively used torteu terrorism (e.g., Li, 2005). Potentially,
this may foster terrorism in democractédzurthermore, because data on terrorism (e.g., the
GTD data) is collected from media sources, a repofiag may be introduced, given that
democracies are less likely to introduce restnigion the coverage of terrorist activity. This
potential reporting bias — discussed in Li (2008) ®&rakos and Gofas (2006) — also makes it
necessary to control for a country’s level of podit development (indicated by throlity2
score from thePOLITY IV Project).!’

Regime Sability: Independent of the regime type of a country,rdggme’s stability ought
to matter to terrorism. As Piazza (2008) finds,tmal instability is conducive to terrorism.
For instance, terrorists groups may find it eagiesverthrow newly established (i.e., instable)
political regimes due to their lack of popular sapgpand trust. Regime stability is measured
as the number of years since the most recent regivaege, with data being drawn from the
POLITY IV Project.

Government Sze: Kirk (1983) argues that larger governments atttaworist activity that
is directed at capturing economic and politicaltsetihe government controls. These rents
ought to increase with government size so thabtism is also expected to increase with it.
The size of the government is indicated by the géat) government component of the real
GDP from thePENN World Table.

15 See also Caruso and Schneider (2011, sectiont®) pnovide a discussion on the emergence of dempcra
and violence in some detail. They argue that coemtwhich are democratizing experience an increéase
violence for some time before it is reduced again.

16 Alternatively, democracy and terrorism may be fiosarly linked. That is, autocratic regimes may us
repression to oppress dissent, whereas establidbeubcracies may rely on non-violent conflict retolu
through political participation. Then, semi-operifi@s ought to be most prone to terrorism becahsy can
neither fully rely on repression or participatianresolve conflicts. We control for such non-linéiakages by
including democracy and its square in one of thistness specifications.

7 See http://www.systemicpeace.org/polity/polityht
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Population Sze: A robust finding in the empirical analysis of traots of terrorism is that
terrorist activity is more likely in populous coues (Krieger and Meierrieks, 2011). Here,
the absolute number of terrorist incidents oughtedigher when the population in absolute
terms is bigger. Also, a large population may ctfléemographic stress (e.g., from ethnic
tensions) and higher policing costs for the goveanthwhere such factors are also expected
to make terrorism more likely. The (loggepdpulation size is extracted from théENN
World Table.

Civil War: As noted by Merari (1993), insurgent groups mag terrorist tactics in the
cities, while resorting to open guerilla warfareléss protected regions of a country at the
same time. Thus, terrorist activity is expectethéamore likely in countries during civil wars.
This is also consistent with the idea that polltioatability is conducive to terrorism (Piazza
2008). We use th&JCDP/PRIO Armed Conflict Dataset to indicate incidences of civil war
through adummy variable (1=incidence of civil war with at least 1000 battleaths per
year)'®

Religion: In some specifications we also assess the infliesf religion on terrorism.
Intuitively, religious conflict is expected to begtively related to terrorism. For instance,
conflicts over scarce resources may be fought aleligjous lines, with terrorist groups using
religious differences to muster support (cf. Belmh@®004). We indicate the impact of
religion on terrorism through a country’s degreeaebigious fractionalization. We also assess
whether Islamic countries are particularly prondeorism by controlling for the (logged)
percentage of Muslims in a country to factor in the prominent role Islam has played in
religiously motivated terrorism in recent yearsg(eBernholz, 2004). Both data series are
extracted from the replication data of Fearon aaittirh. (2003).

International War: As a robustness check, we also test whethernatienal conflict
between states makes terrorism more likely. Famm®, such conflicts may attract terrorist
activity ‘imported’ from the foreign enemy’s couptrWe use theUCDP/PRIO Armed
Conflict Dataset to indicate incidences of international conflicnthrough alummy variable
(1=involvement in international conflict).

Military Spending: Some recent contributions (Drakos and Giannakigso2009; Arin et
al. 2010) have assessed the role of defence sgemdierrorism, finding that high spending
(as a proxy for counter-terrorism spending andogiffeness) is detrimental to terrorism. As
another robustness test, we thus use data on {I{pgge capita military expenditures from
the Correlates of War National Material Capabilities Dataset to also account for the role of
anti-terrorism policies in determining terroristiagior®

18 See http://www.prio.no/CSCW/Datasets/Armed-Cotfli€DP-PRIO.

10



4. Empirical resultsand discussion

Using the data described above, we run severaifgagions of our regression model in
order to assess the influence of poor socio-econgonditions on the likelihood of terrorism
on national levels. First, we run a baseline magfcification that accounts for several
proxies of socio-economic development and furtl@itipal and demographic controls. This
model includes data on the per capita income andqtiare, national levels of consumption,
economic openness, investment and further poliacal demographic variables (population
size, government size, democracy, regime stalality incidences of civil war). The results
are reported in Table 1.

Table 1 shows that variables indicating a countsgsio-economic situation are robustly
associated with terrorist activity.There is evidence that terrorism is (partiallyytesl in poor
socio-economic conditions. This contrasts with ¢#mepirical mainstream on the causes of
terrorism. However, this finding is most likely arsequence of our focus on domestic and
transnational terrorism at the same time (whileviogs studies have only focused on
transnational terrorism). That is, our analysislass likely to be biased by a focus on
transnational terrorism only, which is likely to phasize the role of political (e.g., foreign
policy) over economic variables.

19 See http://www.correlatesofwar.org/.

% Note that diagnostics for multicollinearity (e.ghe mean variance inflation factors) indicate that
multicollinearity may be a problem due to the irsttin of the GDP per capita and its square in thmesa
estimation. However, this inclusion is necessamyrteeil non-linear linkages.
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Table 1. Negative binomial estimates (baselineifipations)

Model 1 Model 2 Model 3 Model 4 Model 5
GDP per capita; 3.719 3.389 4.068 3.559 0.638
(6.67)*** (6.04)*** (4.22)*** (7.01)*** (4.26)***
GDP per capita (sqw) -0.204 -0.184 -0.209 -0.194
(6.21)*** (5.59)*** (3.62)*** (6.50)***
Consumption.; -0.408 -0.378 -0.612 -0.210 -0.461
(2.86)*** (2.70)*** (2.84)*** (1.63) (2.20)**
Trade Openness -0.246 -0.193 -0.222 -0.252 -0.253
(3.53)*** (2.79)*** (1.93)* (4.64)** (2.21)*
Investment.; -0.224 -0.214 -0.233 -0.272 -0.228
(3.68)*** (3.55)*** (2.67)** (4.71)** (2.63)***
Population Size; 0.125 0.130 1.998 0.086 2.576
(3.92)*** (4.08)*** (6.61)*** (3.16)*** (9.92)***
Government Size; 0.259 0.279 0.387 0.389 0.492
(3.23)*** (3.54)*** (3.20)*** (5.18)*** (4.28)***
Democracy., 0.030 0.024 0.012 0.030 0.013
(6.18)*** (4.96)*** (1.97)* (6.81)*** (2.12)**
Regime Stability., -0.006 -0.007 -0.012 -0.007 -0.012
(4.19)** (4.86)*** (4.33)*** (4.90)*** (4.18)***
Civil War 1 0.829 0.470 0.602 0.957 0.603
(10.67)** (5.90)*** (6.83)*** (11.79)** (6.87)***
Terrorist Attacks.; * 0.003 *
(14.37)**

""" TimeEffecs ~~  Yes =~ Yes Yes  No  Yes
Regional Dummies Yes Yes No Yes No
Country-Fixed Effects No No Yes No Yes
Wald ¥ (Prob>y?) 0.000*** 0.000*** 0.000*** 0.000*** 0.000***
Sample Size 3956 3956 3956 3956 3956

Note: Dependent variable is the number of terrordients within a country per year; absoltigatistics
reported in parentheses; constant not reportedifisi@nce at the 1%, 5% and 10% levels is indicdigd**,
** and *, respectively.

In detail, we find that higher levels of consumptitrade openness and investment (all of
which indicate good socio-economic conditions) @rsost always negatively correlated with
terrorist activity in statistically robust ways.dfi levels of consumption and investment seem
to be necessary to increase the opportunity cdastermrism, e.g., by fostering growth,
entrepreneurship and socio-economic satisfactiath Yéspect to trade openness, our finding
indicates that economic globalization is not seeradhreat — as hypothesized by Wintrobe
(2006b) — but rather as an opportunity for econogams, e.g., as economic integration
indirectly reduces the propensity for violence bielding trade gains. Our finding is
consistent with Blomberg and Hess (2008) and Kalitgaard, Justesen and Klemmensen
(2006) who also detect a negative correlation betwérade openness and terrorism
production.
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With respect to the effect of per capita income, fimd that it is non-linearly related to
terrorism. That is, only after a certain thresholdncome is reached, we find that income is
negatively related to terrorism (corresponding wealth effect). When we let income enter
only in a non-squared form (Model 5), we find aipwes association between the per capita
income and terrorism. This is very similar to L20Q7) who also documents a positive effect
of income on terrorism production in a simple speation, while finding a non-linear
relationship when using a quadratic specificatible. argues that a quadratic term better
represents the production of terrorism in counttiest are in intermediate development
positions. In such countries the terrorism oppatyucosts may generally favor its generation.
On the one hand, income is not high enough to disge terror. On the other hand, due to
poor institutions and few policy resources suchntoes may be incapable of solving social
conflict (so that terrorism prevails), while nevatess being strong enough to prevent open
rebellions (i.e., civil wars) from happening.

Table 1 also reports some robustness checks vaffece to our baseline specification. In
detail, we include and exclude regional and timenchies and country-specific effects. We
also include a lagged dependent variable. The teesdlthe baseline model (Model 1) are
generally robust to these alterations (Models 250 The positive effect of the lagged
terrorism variable suggests path dependence asgn,Enders and Sandler (2005) and Lai
(2007). For instance, longer terrorist campaignghtuo generate more media attention,
thereby making such a strategy more attractive.

With respect to the additional controls, we findttkerrorism is more likely in populous,
democratic countries that are political instablel &mave a large government. Overall, these
findings match the empirical mainstream, as sumupeldy Krieger and Meierrieks (2011). In
detail, our finding on population size fit the gealeconsensus that demographic stress is
linked to increases in terror (e.g., Burgoon, 2006, 2007). Also, it confirms the assumption
that terrorism (in absolute numbers) ought to beentikely when populations are large. Our
findings regarding a positive effect of democraoyterrorism may reflect a reporting bias (as
discussed above). However, this finding may alsdicate an increased vulnerability of
democracies to terrorism due to their protectiortiofl liberties that makes terrorism less
costly. Unsurprisingly, the stability variables dmme stability and civil war) indicate that
terrorist activity becomes more likely during ingtatimes, as argued by Piazza (2008). For
instance, terrorist groups are less likely to ballehged by newly established (weak)
governments or when countries are plagued by sevemmal conflict, during which political
vacuums are more likely to be created (and fillgdtdrrorist groups). Finally, the positive
association between government size and terroriggpasts the hypothesis of Kirk (1983).
That is, large governments seem to signal high @oan and political rents that incite
terrorist activity directed at capturing these sent
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To further assess the robustness of our empiricalings, we amend our baseline
specification with further explanatory variabless (discussed above). The findings are
reported in Table 2*

Overall, our statistical findings survive the ingilon of further explanatory variables. That
is, we again find that low levels of consumptiogpmomic openness and investment are
conducive to terrorist activity. A positive (i.elampening) impact of a high level of per capita
income on terrorism only emerges after a threstafldeconomic development has been
reached. As before, we thus find that a countrgigel of socio-economic development
matters to the calculus of terrorists, presumablg tb its effect on the opportunity costs of
terrorism. In line with our theoretical remindeepented in Section 2, low opportunity costs
of terrorism make terrorism more likely. That ieetmental rewards from terrorism (e.g.,
solidarity or status that accompanies the succésteroorists’ ideology) become more
attractive. Conversely, with the improvement ofisemconomic conditions (e.g., economic
participation, employment and material goods cornsion) non-violence becomes more
attractive, so that terrorism decreases. Thisislaéso supported by the finding that economic
growth is negatively related to terrorism (Model Bs argued by Blomberg, Hess and
Weerapana (2004), in good economic times terrofi@oomes less likely because other
means of economic participation and consumptionoffiexed (i.e., because the opportunity
costs of terrorism increase).

2L Note that the results reported in Table 2 are gdiyeobust to the exclusion or inclusion of timed
regional dummies, country-specific effects andggéal dependent variable. Due to space constramig;ver,
we only present assorted findings in Table 2.
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Table 2. Negative binomial estimates (robustnessks)

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
GDP per capita; 4.254 3.877 3.763 3.727 3.733 3.157
(4.40)** (6.96)*** (6.72)*** (6.69)*** (6.72)*** (3.03)***
GDP per capita (sq) * -0.213 -0.205 -0.204 -0.202 -0.149
-0.220 (6.49)*** (6.23)*** (6.23)*** (6.19)*** (2.36)**
Consumption.; (3.79)** -0.389 -0.378 -0.405 -0.438 -0.542
* (2.72)*** (2.61)*** (2.84)*** (3.06)*** (2.38)**
Trade Openness -0.643 -0.235 -0.265 -0.247 -0.182 -0.227
(2.99)** (3.36)*** (3.72)** (3.54)*** (2.59)*** (1.93)*
Investment * -0.182 -0.209 -0.223 -0.244 -0.241
-0.222 (2.92)*** (3.38)*** (3.67)*** (4.00)*** (2.69)***
Population Size; (2.93)* 0.142 0.112 0.127 0.131 2.100
-0.213 (4.43)*** (3.64)*** (3.99)*** (4.10)*** (6.89)***
Government Size; (2.43)* 0.261 0.274 0.264 0.298 0.415
1.993 (3.26)*** (3.38)*** (3.28)*** (3.68)*** (3.36)***
Democracy., (6.59)** 0.029 0.031 0.030 0.037 0.011
* (5.79)*** (6.22)*** (6.19)*** (7.29)*** (1.65)*
Regime Stability,; 0.358 -0.007 -0.006 -0.006 -0.004 -0.010
(2.93)** (4.68)*** (4.20)*** (4.17)** (3.09)*** (3.66)***
Civil War ; * 0.818 0.822 0.830 0.770 0.590
0.013 (10.51)** (10.53)** (20.71)** (9.97)*** (6.68)***
Economic Growth; (2.00)** = * *
-0.012
Rel. Fractionalization (4.25)**
* 0.672
Muslim Population 0.596 (3.46)***
(6.78)** 0.048
International Conflict; * (1.32)
-0.008 -0.102
Democracy (sq.1 (2.03)** (1.08) -0.007
(7.32)***
Military Spending p.c.1 -0.928
(2.57)**
~ Time Effects Yes Yes ~  Yes Yes  Yes  Yes
Regional Dummies No Yes Yes Yes Yes No
Country-Fixed Effects Yes No No No No Yes
Wald ? (Prob>y?) 0.000** 0.000*** 0.000*** 0.000*** 0.000*** 0.000***
Sample Size * 3956 3956 3956 3956 3846
3956

Note: Dependent variable is the number of terrordients within a country per year; absoltigatistics
reported in parentheses; constant not reportedifisi@nce at the 1%, 5% and 10% levels is indicdigd**,
** and *, respectively.

The findings for the standard control variables al® very much in line with those
reported in Table 1. With respect to the additiomaintrols, we find that religious
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fractionalization is conducive to terrorism, e.gs it may indicate religiously motivated
conflicts over scarce resources (Model 2). Howeluslim countries are not particularly
prone to terrorist activity (Model 3). Incidenceisimternational conflict also do not matter to
the level of terrorism in a country in a statisligaobust way (Model 4). Including a
quadratic democracy term and detecting a signifioagative effect (Model 5) indicates that
countries that are politically semi-open are mosinerable to terrorism. This finding is
consistent with, e.g., Abadie (2006) and Kurrildtghard et al. (2006). That is, the positive
relationship between democracy and terrorism repotiefore may indeed be (partially)
attributed to a reporting bias, as argued by LO&(and Drakos and Gofas (2006). Consistent
with Drakos and Giannakopoulos (2009) and Arin let(2010) there is also a statistically
robust negative association between per capitdamjilispending and terrorism (Model 6).
That is, anti-terrorism activities reduce the atikgeness of terrorism, potentially by raising
its direct costs (e.g., increased likelihood of taeg and punishment). The latter finding
indicates that (in addition to means of socio-eoonicodevelopment) terrorism may also be
fought by means of politico-military repression.

We also run a series of further robustness cheaksréported). First, we introduce another
set of explanatory variables suggested by FeardnLaitin (2003) in their analyses of the
determinants of civil war onset. Controlling fosoairce endowments (oil production), rough
terrain and non-contiguity, we do not find that #iect of poor socio-economic development
on terrorism vanishes. Second, we run our basefiodel (Table 1) using other empirical
techniques, namely a panel negative binomial regresvith conditional fixed effects and an
OLS regression with panel corrected standard erHwa/ever, we do not find systematic and
qualitative changes to our main findings reported’able 1. That is, our main findings are
also robust to the inclusion of a further set oftcols and the use of alternative statistical
models.

5. Conclusion

Is terrorism predominantly rooted in unfavorablditpmal and demographic conditions?
The empirical mainstream on the determinants abtiesm suggests that this is indeed the
case. This contribution offered a stylized theasdtireminder, which suggests that socio-
economic conditions also ought to matter to thergerece of terrorism. Arguing with the
opportunity costs of terrorism, we were able tovelioat these very opportunity costs (which
are also reflected in country-specific socio-ecoimooonditions) may influence the calculus
of terrorists and their supporters. That is, wevigled a theoretical channel from poor socio-
economic conditions (via the opportunity costs mience) to the genesis of terrorism. We
then presented an empirical analysis to check #tdity of our theoretical reasoning. As a
major innovation, we used data on domestic andstramonal terrorism for 110 countries
between 1971 and 2007, so as to not run the rigkring at misleading results due to a sole
focus on the phenomenon of transnational terrofmmwhich the empirical mainstream has
overly focused). As our main result and consistetit our expectations, we found that poor
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socio-economic conditions are indeed conducivestmtist activity, controlling for a set of
political and demographic variables.

Terrorism may be fought by hard or soft measures, by the use of ‘the stick’ or ‘the
carrot’ (Frey, 2004). The results of our study allfmr some modest policy conclusions. The
negative correlation between terror and socio-escoowariables suggests that governments
ought to counter terrorism not exclusively by retyion the ‘stick’, even though related
policy means (e.g., investments in the securityaggps) may also pay off. Rather, our
findings also suggest using the ‘carrot’, i.e., diang policy means that influence the
opportunity costs of terror in ways that reducdenae, at least in the medium and long run.
Such an approach is in line with the suggestions.gf, Frey and Luechinger (2003) and Frey
(2004).

In more detail, we can propose three policy optialimg these lines. First, our findings
suggest that improvements in a country’s socio-esoa situation (e.g., better economic
performance, increased economic integration) cdp teeincrease the opportunity cost of
terrorism and thus make terrorism less likely. &ef that foster growth, investment and
economic participation may therefore also yield igidénd in terms of a reduction in
terrorism. The sooner countries get rich, the bedte the prospects of a peaceful future.
Regarding the effect of openness on terrorism, rigssilt is also perfectly in line with what
trade theory and the empirical evidence on the sbkeade in development suggest. Second,
it may therefore be helpful to guide trade policythe US and the EU towards the developing
world taking into account this perspective. Thirds (a further indirect implication),
overcoming the institutional trap seems importarfoster global economic success, which in
turn is expected to help in the fight against tesro.
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Appendix A. Descriptive statistics

N*T Mean Std. Dev.  Min Max
Terrorist Attacks 4070 17.64 59.91 0 711
GDP p.c.(logged) 4070 8.55 1.13 5.74 11.49
Consumption (logged) 4070 4.13 0.33 1.62 5.25
Trade Openness (logged) 4070 4.03 0.62 0.84 6.12
Investment (logged) 4068 2.82 0.68 -0.13 4.39
Population Size (logged) 4070 9.28 1.49 6.15 14.09
Government Size (logged) 4070 2.74 0.47 0.36 4.22
Democracy 4068 1.36 7.58 -10 10
Regime Stability 4070 25.49 30.18 0 198
Incidence of Civil War 4070 0.04 0.21 0 1
Economic Growth 4070 1.84 6.03 -41.11 58.11
Religious Fractionalization 4070 0.37 0.22 0 0.78
Muslim Population (logged+1) 4070 1.84 1.78 0 4.62
Incidence of Transnational War 4070 0.04 0.19 0 1
Military Spending p.c. (logged +1) 3953 0.12 0.18 0 1.26
Appendix B. Table of countries
Albania Congo (Zaire) Guyana Malawi Philippines ridiad
Algeria Costa Rica Haiti Malaysia Poland Tunisia
Argentina Cuba Honduras Mali Portugal Turkey
Australia Cyprus Hungary Mauritania Romania Uganda
Austria Denmark India Mauritius Rwanda UK
Belgium Dom. Republic Indonesia Mexico Saudi ArabiaUSA
Benin Ecuador Iran Mongolia Senegal Uruguay
Bolivia Egypt Ireland Morocco Singapore Venezuela
Botswana El Salvador Israel Nepal South Africa Néenh
Brazil Ethiopia Italy Netherlands South Korea Zambi
Bulgaria Fiji Ivory Coast N. Zealand Spain
Burkina Faso Finland Jamaica Nicaragua Sri Lanka
Cameroon France Japan Niger Sudan
Canada Gabon Jordan Nigeria Swaziland
CA Republic Gambia Kenya Norway Sweden
Chad Germany Kuwait Oman Switzerland
Chile Ghana Laos Pakistan Syria
China Greece Lesotho Panama Tanzania
Colombia Guatemala Libya Paraguay Thailand
Congo (Republic) Guinea Madagascar  Peru Togo

18



References

Abadie, A., 2006. Poverty, political freedom, artk troots of terrorism. The American
Economic Review 96, 50-56.

Abadie, A., Gardeazabal, J., 2003. The economitsadsconflict: a case study of the basque
country. American Economic Review 93, 113-132.

Arin, K.P., Lorz, O., Reich, O.F.M., Spagnolo, R0Q10. Exploring the dynamics between
terrorism and anti-terror spending: theory and wkience. Journal of Economic
Behavior & Organization, DOI: 10.1016/j.jebo.201@a07.

Basuchoudhary, A., Shughart, W.F., 2010. On etbaidlict and the origins of transnational
terrorism. Defence and Peace Economics 21, 65-87.

Bernholz, P., 2004. Supreme values as the basisefosr. European Journal of Political
Economy 20, 317-333.

Berrebi, C., Klor, E.F., 2008. Are voters sensitteeterrorism? Direct evidence from the
israeli electorate. American Political Science Rewil02, 279-301.

Blomberg, S.B., Hess, G.D., 2008. The lexus and dhige branch: globalization,
democratization and terrorism. In: Keefer, P., lzmyN. (Eds.), Terrorism, Economic
Development, and Political Openness. Cambridge é¥gity Press, New York, pp. 116-
147.

Blomberg, S.B., Hess, G.D., Weerapana, A., 200hn&mic conditions and terrorism.
European Journal of Political Economy 20, 463-478.

Bueno de Mesquita, E., Dickson, E.S., 2007. Thepgganda of the deed: terrorism,
counterterrorism, and mobilization. American JouofaPolitical Science 51, 364-381.

Burgoon, B., 2006. On welfare and terror: socialfave policies and political-economic roots
of terrorism. Journal of Conflict Resolution 5063703.

Cameron, A.C., Trivedi, P.K., 1998. Regression Asial of Count Data. Cambridge
University Press, Cambridge U.K.

Caruso, R., Schneider, F., 2011. The socio-econaetierminants of terrorism and political
violence in Western Europe (1994-2007), Europeanndd of Political Economy 26,
forthcoming.

Caplan, B., 2006. Terrorism: the relevance of tite@onal choice model. Public Choice 128,
91-107.

Choi, S.-W., 2010. Fighting terrorism through therof law? Journal of Conflict Resolution
54, 940-966.

Crain, N.V, Crain, W.M., 2006. Terrorized economiesablic Choice 128, 317-349.

Dollar, D., Kraay, A., 2004. Trade, growth, and pdy. Economic Journal 114, F22-F49.

Drakos, K., Giannakopoulos, N., 2009. An econoroeginalysis of counter-terrorism
effectiveness: the impact on life and propertyéss$ublic Choice 139, 135-151.

19



Drakos, K., Gofas, A., 2006. The devil you know lbu afraid to face: underreporting bias
and its distorting effects on the study of ternorislournal of Conflict Resolution 50,
714-735.

Dreher, A., Gassebner, M., 2008. Does politicakpnity to the U.S. cause terror? Economic
Letters 99, 27-29.

Enders, W., Sandler, T., 1996. Terrorism and farelgect investment in Spain and Greece.
Kyklos, 49, 331-352.

Enders, W., Sandler, T., 2005. Transnational temorl968-2000: thresholds, persistence,
and forecasts. Southern Economic Journal 71, 4@7-48

Enders, W., Sandler, T., Parise, G.F., 1992. Anneagwtric analysis of the impact of
terrorism on tourism. Kyklos 45, 531-554.

Fearon, J.D., Laitin, D.D., 2003. Ethnicity, insengy, and civil war. American Political
Science Review 97, 75-90.

Frey, B.S., Luechinger, S., 2003. How to fight aeism: alternatives to deterrence. Defence
and Peace Economics 14, 237-249.

Gaibulloev, K., Sandler, T., 2008. Growth consegesnof terrorism in Western Europe.
Kyklos 61, 411-424.

Gupta, S., Clements, B., Bhattacharya, R., Chaktiav&., 2004. Fiscal consequences of
armed conflict and terrorism in low- and middleonte countries. European Journal of
Political Economy 20, 403-421.

Harrison, M., 2006, An economist looks at suicieledrism. World Economics 7(3), 1-15.

Headey, B., Muffels, R. Wooden, M., 2008. Money Bo®t Buy Happiness: Or Does It? A
reassessment based on the combined effects ofwealome and consumption. Social
Indicators Research 87, 65-82.

Jong-A-Pin, R., 2009. On the measurement of paliiicstability and its effect on economic
growth. European Journal of Political Economy Z529.

Kirk, R.M., 1983. Political terrorism and the sipé government: a positive institutional
analysis of violent political activity. Public Cloa 40, 41-52.

Kis-Katos, K., Liebert, H., Schulze, G.G., 2011, e origin of domestic and international
terrorism. European Journal of Political Economyf2éhcoming.

Krieger, T., Meierrieks, D., 2010. Terrorism in therlds of welfare capitalism. Journal of
Conflict Resolution 54, 902-939.

Krieger, T., Meierrieks, D., 2011. What causesaiesm? Public Choice 147, 3-27.

Krueger, A.B., 2008. What makes a homegrown test®riHuman capital and participation in
domestic islamic terrorist groups in the U.S.A. B@mics Letters 101 (3), 293-296.
Krueger, A.B., Laitin, D.D., 2008. Kto Kogo?: A @®-country study of the origins and
targets of terrorism. In: Keefer, P., Loayza, N.dgE, Terrorism, Economic
Development, and Political Openness. Cambridge &tsity Press, New York, pp. 148-

173.

Krueger, A.B., Malékova, J., 2003. Education, poverty and terrorissmthiere a causal

connection?. Journal of Economic Perspectives 19;144.

20



Kurrild-Klitgaard, P., Justensen, M.K., Klemmensé&h, 2006. The political economy of
freedom, democracy and transnational terrorismli®@oice 128, 289-315.

LaFree, G., Dugan, L., 2007. Introducing the globairorism database. Terrorism and
Political Violence 19, 181-204.

Lai, B., 2007. “Draining the Swamp”: An empiricakamination of the production of
transnational terrorism, 1968-1998. Conflict Manmagat and Peace Science 24, 297-
310.

Levine, R., Renelt, D., 1992. A sensitivity anasysif cross-country growth regressions.
American Economic Review 82, 942-963.

Li, Q., 2005. Does democracy promote or reducestrational terrorist incidents? Journal of
Conflict Resolution 49, 278-297.

Li, Q., Schaub, D., 2004. Economic globalizatiom &aransnational terrorism: a pooled time-
series analysis. Journal of Conflict Resolution2#)-258.

Merari, A., 1993. Terrorism as a strategy of ingmagy. Terrorism and Political Violence 5,
213-251.

Nitsch, V., Schumacher, D., 2004. Terrorism andndnational trade: an empirical
investigation. European Journal of Political Ecoydtf, 423-433.

Piazza, J.A., 2008. Incubators of terror: do faiedl failing states promote transnational
terrorism?. Transnational Studies Quarterly 52 -488.

Sanchez-Cuenca, I., Calle, L. de la, 2009. Domdstiorism: the hidden side of political
violence. Annual Review of Political Science 1248

Sandler, T., Enders, W., 2004. An economic persgeon transnational terrorism. European
Journal of Political Economy 20, 301-316.

Savun, B., Phillips, B., 2009. Democracy, foreigiiqy, and terrorism. Journal of Conflict
Resolution 53, 878-904.

Summers, R., Heston, A., 1991. The Penn World Tdblark 5): an expanded set of
transnational comparisons 1950-1988. Quarterlynmwf Economics 106, 327-368.

Tavares, J., 2004. The open society assesses atnies1 shocks, disasters and terrorist

attacks. Journal of Monetary Economics 51, 10399107

Wintrobe, R. 2006a. Extremism, Suicide Terror, #udhoritarianism. Public Choice, 128,
169-195.

Wintrobe, R., 2006b. Rational Extremism: The PcéditiEconomy of Radicalism. Cambridge
University Press, Cambridge U.K.

21



