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ABSTRACT 

Despite the fact that democratic governments more ably and fairly represent 

their citizens compared to authoritarian governments, the existing empirical literature 

finds a positive statistical association between democratic governance and terrorist 

incidents.  Rather than questioning the system of government, these findings raise 

questions about which policies democracies can undertake to most effectively thwart 

terrorism.  Using a negative binomial regression, this study models the count of 

terrorist attacks in a selection of countries using spending on the national security 

bureaucracy, spending on social welfare programs, and trade flows as explanatory 

variables.  Spending on the national security bureaucracy has a positive statistical 

association with terrorist incidents; spending on social welfare programs has a negative 

statistical association with terrorist incidents; and there is no statistical association 

between trade and terrorist incidents.  The results suggest punitive policies are not the 

most effective means of reducing terrorist incidents and governments ought to consider 

positive, preventative policies such as greater social welfare spending in their 

counterterrorism strategies.
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Introduction 

Terrorism, though neither a new phenomena nor unanticipated, shocked the 

American public in 2001.  Since then, the U.S. government and scholars have devoted 

extensive resources to quantifying and qualifying the threat from terrorism and searching 

for the public policies most effective for reducing future attacks.  Furthermore, terrorism 

has become the central foreign policy occupation of the current U.S. administration and 

will likely be a major concern for future administrations.  The 2006 National Security 

Strategy of the United States, a document outlining the broad principles of the President 

George W. Bush�s foreign policy, is built around two pillars.  The first pillar promotes 

democratization worldwide through trade and development and the second places the 

United States as the leader of a worldwide community of democracies in military and 

homeland security efforts (National Security Strategy 2006).  If carried to its logical 

extreme, the approach seeks to build a protective sphere of democracies around the 

United States to inhibit future terrorist attacks. 

A series of empirical studies undermine the logic contained in the national 

security strategy and indicate democracies are more susceptible to terrorist attacks than 

non-democracies (Burgoon 2006; Li 2005; Weinberg and Eubank 1994, 1998, 2001).  In 

a 2005 study, Quan Li notes that democratic governance has two countervailing effects 

on the number of terrorist incidents in a country.  First, democracies provide outlets other 

than violence for political expression, leading to a relative decrease in the number of 

terrorist incidents in democracies as opposed to non-democracies.  Second, restrictions 

imposed on democratic governments by the rule of law allow terrorists to operate at a 
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lower cost in democracies compared to non-democracies (Li 2005).  Li�s study finds the 

second effect outweighs the first. 

The empirical work examining the link between democracy and terrorism 

suggests that despite outlets for political participation, terrorists commit more attacks 

against democracies.  Decreasing the number of democracies across the world, however, 

is neither a reasonable nor effective means of reducing terrorism.  Rather than 

questioning the system of government, these findings raise questions about the 

effectiveness of policies democratic governments adopt to ameliorate the threat from 

transnational terrorism.  That is, given the extant empirical literature suggesting 

democracies are more susceptible to acts of terrorism, what policies are associated with a 

decrease in the number of attacks?  Existing empirical studies have examined the impact 

of policy on terrorist events while statistically controlling for democratic governance; 

however, these studies fail to control for the countervailing effects of democracy noted by 

Li (2005).  This paper models the incidence of terrorist events using variables for policy 

response as explanatory factors while controlling for the two separate effects of 

democratic governance on terrorism�participation and legal restrictions.  
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Background 

Definition of Terrorism 

For the purposes of this study, the definition of international terrorism is given by 

the International Terrorism: Attributes of Terrorist Events (ITERATE) project:  

the use, or threat of use, of anxiety-inducing, extra-normal violence for political 

purposes by any individual or group, whether acting for or in opposition to 

established governmental authority, when such action is intended to influence the 

attitudes and behavior of a target group wider than the immediate victims and 

when, through the nationality or foreign ties of its perpetrators, its location, the 

nature of its institutional or human victims, or the mechanics of its resolution, its 

ramifications transcend national boundaries.  (ITERATE 2003) 

The ITERATE project uses this definition to determine whether an event is coded 

as a terrorist act in a time-series dataset.  Frey (2004) developed a more accessible 

definition with the same components as the ITERATE definition.  To Frey (2004), 

terrorism: (1) uses force against civilians; (2) is perpetrated by unofficial actors, although 

they may be sponsored by states; (3) intends to achieve political goals; and (4) seeks to 

have a broad impact. 

The empirical literature generally examines international, as opposed to domestic, 

terrorist events (Burgoon 2006; Li 2005; Li and Schaub 2004; Sandler 1995; Weinberg 

and Eubank 1998, 2001).  In an international terrorist attack, the perpetrators, intended 

victims, or intended targets are of more than a single nationality.  For example, the 1998 

bombings of the American embassies in Tanzania and Kenya were international terrorist 

attacks.  The 1996 bombing of the Alfred P. Murrah federal building in Oklahoma City, 
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Oklahoma was not an international terrorist attack since an American perpetuated an 

attack against Americans.  In this latter example, even if a group of non-U.S. citizens 

happened to be victims of the attack, these persons were not the primary targets and, 

therefore, the incident is domestic. 

Specific versus Structural Counterterrorism Policies 

Counterterrorism policies are either specific or structural.  Specific policies alter 

tactical incentives faced by terrorists but do not impact the decision to commit terrorism 

(Li and Schaub 2004).  For example, the introduction of metal detectors in airports 

beginning in 1973 decreased the number of airline hijackings to nearly zero.  In response, 

terrorists used other tactics such as bombings, kidnappings, and targeted assassinations 

(Enders and Sandler 1993).  This behavior demonstrates terrorists are rational actors and 

respond to a change in incentives (Caplan 2006; Enders and Sandler 2006; Frey 2004).  

Because these policies change tactics, not the decision to use terrorism, specific policies 

only address the preconditions or proximate causes of terrorism (Crenshaw 1981; Li and 

Schaub 2004). 

Structural policies, on the other hand, seek to change the incentives affecting the 

decision to use terrorism by making terrorist tactics more costly than other forms of 

political opposition (Li and Schaub 2004).  Policies creating negative incentives are 

punitive in nature and typically require strong security services capable of capturing or 

killing terrorists.  Policies creating positive incentives address the demands of terrorist 

groups or the populations they claim to represent (Frey 2004).  Structural policies address 

the precipitant or deep causes of terrorism (Crenshaw 1981; Li and Schaub 2004).  This 

study focuses on the effect of structural policies on terrorist incidents. 
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Terrorists as Rational Actors 

As indicated above, counterterrorism policies assume terrorists respond to 

incentives and are rational actors.  Rational actors rank order preferred outcomes and act 

in a manner consistent with achieving those outcomes subject to resource constraints.  

According to Enders and Sandler (2006), terrorists exhibit this behavior: �By responding 

in a sensible and predictable fashion to changing risks, terrorists are assumed to be 

rational� (Original emphasis, 11).  Caplan (2006) argues that terrorist sympathizers and 

perpetrators comply with an even more restrictive definition of rationality.  Irrationality 

involves three components: �unresponsiveness to incentives, deviation from narrow self-

interest, and failure of rational expectations� (91).  Although Caplan finds that suicide 

bombers violate assumptions of narrow self-interest and rational expectations, the 

average terrorist sympathizer deviates only slightly from narrow self-interest.  More 

importantly for this study, neither perpetrators nor sympathizers violate Caplan�s 

assumption of responding to incentives.  As a result, terrorists should respond to 

structural counterterrorism policies. 
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Literature Review 

The existing empirical literature relevant to this study falls into three categories: 

(1) the relationship between democratic governance and terrorism, (2) the effectiveness 

of counterterrorism policies, and (3) the relationship between wealth and terrorism. 

Democracy and Terrorism  

Prior to the mid-twentieth century, terrorism was considered a response to a 

dearth of non-violent venues for expressing political grievances and was often directed at 

colonial rulers (Eubank and Weinberg 1994).  Since the 1960s, terrorists have 

increasingly directed their campaigns at democracies, a conclusion supported by a series 

of empirical studies (Burgoon 2006; Eubank and Weinberg 1994, 1998, 2001; Li 2005).  

Institutional features present in democracies but absent in non-democracies, specifically 

the freedom of association and the freedom of movement, make terrorists� operating costs 

lower in democracies than non-democracies.  Democratic governments are generally 

responsible to a broad cross-section of the public, especially compared to non-democratic 

governments, which depend on elite support.  Consequently, if a democracy is struck 

enough, the public may demand their government satisfy the demands of the terrorist 

group to alleviate further attacks (Eubank and Weinberg 1994). 

A series of studies by Eubank and Weinberg (1994, 1998, 2001) measured the 

bivariate association between the presence of terror groups and the form of government, 

the number of terrorist attacks and the form of government, and victim and terrorist 

nationality and the form of government.  Their first study (1994), using a sample of 

countries where terrorist groups were present, demonstrated that democracies were likely 

to have more terrorist groups than non-democracies.  Sandler (1995) disputed the 
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methodology behind the study, arguing forcefully for the use of events count data rather 

than the presence of groups, which is subject to severe underreporting. 

In response, Eubank and Weinberg (1998) conducted chi-square tests of terrorist 

events and government type; the results indicated attacks occur more often in mature 

democracies than inchoate democracies or authoritarian regimes.  A major drawback to 

their study was that the data was limited to 1994 and 1995.  An additional Eubank and 

Weinberg (2001) study using chi-square tests found citizens of stable democracies were 

more likely to commit attacks in their own country or against another democracy than 

citizens of authoritarian countries.  Additionally, the victims were more likely to be from 

stable democracies.  According to Eubank and Weinberg, �the prototypical terrorist event 

� was an attack on the territory of a democratic country committed by the citizen(s) of a 

democracy against the citizen(s) or property of the same or some other stable democracy� 

(2001, 161).  Although demonstrating an absolute empirical relationship between 

democracy and terrorism, the Eubank and Weinberg studies do not control for other 

factors influencing terrorists� decisions to strike democracies. 

Li (2005) uses multivariate, negative binomial regression to identify the 

institutional features making democracies more susceptible to terrorist attacks.  

Controlling for region, income, population, government capability, and history of 

incidents, Li identifies two countervailing effects of democratic governance on terrorist 

attacks.  In the first instance, the non-violent venues democracies provide for political 

expression reduces the appeal of using terrorism.  In the second instance, the institutional 

constraints placed on democracies allow terrorists to operate with relatively fewer 

constraints compared to non-democracies.  Li found that the second effect outweighed 
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the first and suggested that dissatisfaction with democracy is not driving terrorism; rather 

the institutional constraints placed on democratic governments reduce terrorists� 

operating costs.  In an additional model, Li examines the effect of electoral systems -- 

proportional representation, majoritarian, or mixed.  While there is no statistically 

significant difference between attacks occurring in proportional representation systems 

versus authoritarian regimes, majoritarian and mixed systems do have a positive 

association with terrorist incidents.  Li�s additional specification suggests proportional 

systems are better able, or perceived as better able, at capturing political preferences than 

majoritarian systems; consequently, violent forms of political opposition become less 

appealing under proportional representation. 

The totality of empirical evidence suggests terrorists strike democracies more 

often than non-democracies because institutional features, such as limited executive 

authority and freedom of association and movement, make democracies easier targets.  

Since these features are fixtures of democratic institutions, democracies must overcome 

their susceptibility to terrorist attacks through the policies they adopt. 

Counterterrorism Policy 

Counterterrorism policies assume the form of punitive responses to attacks or 

preventative measures.  Policies fit into the following typology: offensive-specific, 

defensive-specific, offensive-structural, or defensive-structural (Enders and Sandler 

2006; Li and Schaub 2004).  Offensive policies �attack the terrorists, their resource base, 

or those that support them� whereas �defensive or passive policies erect a protective 

barrier around potential targets (Enders and Sandler 2006, 85).  Specific (tactical) policies 

are usually observable and structural (general) policies are usually unobservable (Bueno 
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de Mesquita 2007).  As previously discussed, specific policies change the incentives for 

choosing particular terror tactics whereas structural policies change incentives for 

choosing to use terrorism (Li and Schaub 2004).  For example, the implementation of 

metal detectors at airports was a specific (tactical), defensive response to terrorism that 

caused terrorists to substitute to other forms of attacks (Enders and Sandler 1993).  

Interrupting terrorist financing or conducting covert paramilitary operations against 

terrorist cells are examples of structural, offensive counterterrorism policies.  Border 

protection in general is a structural, defensive policy. 

As noted by Bueno de Mesquita (2007), citizens expect their government to invest 

in counterterrorism operations; however, this investment suffers from the principal-agent 

problem.  In a formal theoretic model describing the relationship between voters, 

government, and terrorists, Bueno de Mesquita demonstrates that governments tend to 

over-invest in specific, observable counterterrorism policies and under-invest in general, 

unobservable policies.  This situation arises from elected leaders� drive to be seen as 

responding to terror attacks.  Because the more effective clandestine responses, by their 

nature, remain unseen by the public, political leaders seeking to maximize their votes 

prefer specific, observable responses.  Unfortunately, focusing on �tactic-specific 

counterterrorism is particularly ineffective when terrorists have a large set of tactics from 

which to choose� (Bueno de Mesquita 2007, 30).   

Although insightful, Bueno de Mesquita�s model assumes clandestine 

counterterrorism policies are effective at killing, capturing, or deterring terrorists.  Other 

literature suggests this may not be the case (Bapat 2006; Frey 2004; Hoffman 1998; 

Wilkinson 2000).  Bapat�s (2006) theoretical specification of terrorist bargaining suggests 
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democracies are disadvantaged when enacting punitive measures against terrorists 

compared to authoritarian regimes.  The latter are best placed to reach lasting, negotiated 

settlements with terrorist groups.  [Underlying Bapat�s analysis is the assumption that 

only negotiated settlements can ensure long-term cessation of terrorist attacks.]  Host 

countries, which are more frequently authoritarian states, can impose moderate to high 

punitive costs on terrorist cells resulting in a higher probability of lasting negotiated 

settlements.  Instead of directing counterterrorism policy at terrorist organizations, 

Bapat�s analysis suggests applying diplomatic or military pressure to the authoritarian, 

host states to achieve results. 

Other scholars dispute the effectiveness of terrorism policies more directly.  

According to Wilkinson, �There is � abundant evidence to show that [domestic] 

repressive overreaction plays into the hands of terrorists and, if prolonged, become totally 

counterproductive� (Wilkinson 2000, 115).  Frey expands on this logic: �While the major 

powers (above all the United States) use their vast wealth in military weapons, the 

adversaries avoid exposing themselves to the coercers� strength.  Rather, they tailor their 

actions to exploit the weaknesses of the major powers� (Frey 2004, 36).  No matter the 

level of punishment states are able to inflict, terrorists will adapt because the state is a 

unitary actor and the number of terrorist groups is nearly innumerable.  Consequently, 

states and terrorists become locked in a negative-sum game where neither actor�s 

demands are met (Frey 2004).  While punitive counterterrorism policies may realize 

short-run gains, breaking this long-run cycle requires additional policy approaches. 
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Economic Development and Terrorism 

Among the numerous causes of terrorism, one theory suggests that relative 

deprivation is a driver of terrorism and alleviating socioeconomic disparities reduces 

terrorist incidents (Ehrlich and Liu 2002).  In support of this hypothesis, Burgoon (2006) 

finds a negative association between income transfer policies and international terrorist 

incidents.  Burgoon first tests a model examining the effect of social welfare spending on 

incidents committed by nationals and then generalizes this model to a cross-national 

study of all incidents.  The models suggest: �social welfare [policies] ought to reduce 

terrorism by reducing poverty, horizontal and income inequality, economic insecurity, 

and religious extremism� (Burgoon 2006, 197).  This statement is too strong, however, 

because Burgoon does not statistically control for per capita income in his model.  

Consequently, Burgoon�s model does not identify a causal mechanism by which social 

welfare spending reduces poverty and thereby reduces terrorist incidents; it only 

demonstrates that countries with greater levels of social welfare spending per capita have 

fewer terrorist attacks.  Instead of addressing poverty directly, greater social welfare 

spending may have a more nuanced effect.  Citizens who perceive their government as 

being more responsive may be less likely to engage in terrorist attacks or accept the 

presence of international terrorists in their communities. 

In contradiction to the relative deprivation hypothesis, Krueger and Maleckova 

(2003) test the impact of income and educational differences and find no effect on the 

likelihood of international terrorist events.  Controlling for civil liberties overwhelms the 

effects of income and illiteracy on the number of terrorist incidents in a negative binomial 

regression model using a sample of countries with population greater than one million.  
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An analysis of poll data from the Middle East finds support for terrorism is higher among 

educated persons and those with white-collar jobs as opposed to less-educated persons 

with blue-collar jobs.  Consequently, government policies encouraging greater wealth 

creation and education in countries where international terrorists originate may not have 

the intended outcome.  Krueger and Maleckova�s study may have limited generalizability 

because most of their examples draw upon terrorist incidents in the Middle East and may 

not apply to terrorist incidents in other regions.  Taken together, the studies of Krueger 

and Maleckova and Burgoon suggest that poverty may not cause terrorism directly, but 

income transfer policies may raise the benefits of rejecting terrorism and engaging in 

non-violent political participation. 

A study by Li and Schaub (2004) supports this conclusion.  Their study measures 

the effect of economic integration or globalization, as measured by trade, foreign direct 

investment (FDI), and portfolio investment, on terrorist incidents.  On the one hand, 

economic integration might be expected to have a positive association with attacks 

because increased cross-border flows may reduce the cost of undertaking a terrorist attack 

and trade tends to shift income between sectors in an economy, causing dissatisfaction 

among the impacted segment of the population.  On the other hand, to the extent that 

integration promotes economic development, such development may reduce incidents of 

transnational terrorism.  Li and Schaub�s empirical model finds no statistically significant 

association between their measures of economic integration�trade, FDI, and portfolio 

investment�and terrorist incidents.  Economic development, as measured by GDP per 

capita, has a statistically significant, negative correlation with terrorist incidents.  To the 
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extent that economic integration indirectly promotes development, globalization may 

reduce terrorist incidents. 

The literature examining the link between economic development and terrorism 

suggests differences in wealth do not impact individual terrorist behavior, but societies 

with greater aggregate wealth where governments invest more in citizens through income 

transfers are less likely to be affected by terrorism.  Under this latter scenario, social 

welfare spending may foster positive feelings towards government or engender a sense of 

investment in society resulting in diminished tolerance of a terrorist presence.  Trade has 

no direct impact on terrorist incidents and may have an indirect, negative impact.  To 

summarize, in wealthier countries with generous income transfer policies, the opportunity 

cost of engaging in terrorism is high, as is the expected benefit of non-violent political 

participation. 
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Hypotheses 

The policies governments adopt to thwart terrorists must be international in scope.  

According to Frey (2004), �In so far as terrorists act internationally and this is the rule 

today an effective anti-terrorist policy must also cross national boundaries� (142).  

Policy responses must be far-reaching because a successful policy will alter the structural 

incentives that make political violence appealing. 

Negative Structural Policies 

Negative or punitive structural policies seek to make the cost of violent political 

participation outweigh the expected benefits.  There are two types of negative structural 

policies: deterrence and coercion (Colby 2007; Enders and Sandler 2006).  Deterrence, or 

the credible threat of the use of force, is a defensive strategy based on the assumption that 

�your opponents value something and that holding that valued thing or things at risk is 

the best way to ensure security� (Colby 2007, 418).  Deterrence threatens force in 

response to violation of certain �redlines� and, when necessary, applies force after 

�redlines� are crossed.  The U.S. invasion of Afghanistan in 2001 is an example of a 

deterrent response to terrorism where the �redlines� were violated.  Coercion or 

compellance, on the other hand, is an offensive strategy using �threats of violence to 

accomplish positive ends� (Colby 2007, 415).  Whereas deterrence aims at preventing 

certain behavior, coercion seeks to induce behavior.  The war against Iraq is an example 

of coercion.  Generally, these punitive policies are enacted against terrorists using the 

military, police, and intelligence bureaucracies; that is, the national security bureaucracy.   

Hypothetically, if there are two similar, contiguous states, one without a national 

security bureaucracy and one with a national security bureaucracy, rational terrorists will 
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select the easier target, all else equal.  To borrow from economics, punitive responses 

raise the marginal cost of committing a terrorist attack.  According to Frey, citizens 

demand punitive responses to terrorist attacks and expect governments to prevent attacks 

(Frey 2004, 36). 

Punitive policies employed through the national security bureaucracy, however, 

are generally regarded as an ineffective means of changing the structural incentives 

motivating terrorists (Crenshaw 1981; Frey 2004; Ross 1993).  Punitive policies raise the 

marginal cost of committing an attack; that is, launching a successful attack becomes 

more difficult.  At the same time, because committing an attack is perceived as more 

difficult, the marginal benefit of a successful attack, in terms of recognition of a terrorist 

group�s cause and the potential to attract additional followers, simultaneously increases 

(Frey 2004).   Although some terrorists are deterred by the greater difficulty of 

successfully executing an attack, those that are successful will have a higher expected 

benefit. 

Additionally, an extraordinarily intrusive national security bureaucracy may foster 

widespread unrest through actual or perceived undermining of civil liberties and push 

individuals towards identifying with or joining terrorist groups (Enders and Sandler 

2006).  Consequently, there are decreasing, perhaps even negative, marginal returns to 

having a large and aggressive national security bureaucracy.  On the other hand, the 

correlation may run the other direction: countries may have large national security 

bureaucracies because they are more frequently targeted.  In either instance, there will be 

a positive statistical association between the size of the national security bureaucracy and 

terrorist incidents. 
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Hypothesis 1: The presence of a large national security bureaucracy is positively 

associated with the number of terrorist incidents in a country. 

Positive Structural Policies 

Positive structural policies attempt to make the opportunity cost of non-violent 

political participation outweigh the expected benefits of political violence.  Frey 

discusses three types of positive structural policies to limit terrorist incidents: (1) 

political, social, and economic decentralization; (2) economic development; and (3) 

reduced attention to terrorists� demands (2004, 83).  Of these three approaches, the 

second is most readily tested empirically.  This study examines two indicators of 

economic development -- income transfers and economic integration. 

Income Transfers 

The link between income disparity and terrorism is ambiguous.  Although their 

study is limited to the West Bank and Gaza, Krueger and Maleckova (2003) find those 

supporting terrorism are as likely to be educated and have a stable income than not.  

Wealth, then, cannot predict an individual�s likelihood to support or engage in terrorism.  

As demonstrated by Li and Schaub (2004), however, countries with greater levels of 

aggregate wealth, measured by GDP per capita, tend to have fewer terrorist incidents. 

Ehrlich and Liu (2002) argue relative deprivation drives terrorism and income 

transfer programs will reduce terrorist incidents by alleviating poverty.  This argument 

suffers from two flaws in the causal logic: (1) as mentioned above, poverty may not result 

in increased support for terrorism, and (2) income transfers do not result in an increase in 

aggregate wealth because these policies merely rearrange wealth.  Nevertheless, Ehrlich 

and Liu find that income transfers have a negative association with terrorist incidents.  In 
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all likelihood, income transfers make the expected benefit of non-violent participation 

higher than that of political violence because citizens see an immediate payoff to 

legitimate participation.  Transfer programs may impact international terrorist incidents 

because citizens may perceive their government as responsive and, as a consequence, less 

willingly tolerate terrorist cells in their communities.  Additionally, some non-citizens 

residing in the country may benefit from the programs.  To the extent that income 

transfers such as social welfare spending are perceived as meeting the needs of 

individuals, then social welfare programs should reduce terrorist incidents. 

Hypothesis 2: Income transfers are negatively associated with the number of 

terrorist incidents in a country. 

Economic Integration 

Economic integration may logically be expected to have a positive association 

with the number of terrorist incidents.  Economic integration is �the expansion of market 

activity�especially finance and production, from a national to a truly global scale� 

(Balaam and Veseth 2001, 458).  Economic integration requires reducing the costs of licit 

cross-border activity to permit the movement of output, labor, financial assets, and 

capital.  As cross-border flows increase, the resources governments devote to monitoring 

these activities typically remain static and, as a result, the costs of illicit activity falls in 

tandem with the cost of licit activity (Li and Schaub 2004).  Economic integration may be 

disruptive as well.  International trade, for instance, increases aggregate wealth in a 

country but also redistributes wealth from the import-competing sector to the export and 

non-competing sectors (Kreinin 2006).  As a consequence of the dissatisfaction these 
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changes may foster, those in the import-competing sector may become more supportive 

of or join terrorist organizations. 

Conversely, economic integration may have a negative association with the 

occurrence of terrorist incidents.  Li and Schaub find that �trade, foreign direct 

investment (FDI), and portfolio investment have no direct positive effect on transnational 

terrorist incidents within countries� (2004, 230).  On the contrary, economic integration 

increases aggregate wealth in a nation.  Even though trade is disruptive to the import-

competing sector of a nation�s economy, economic theory holds that the majority of 

persons benefit from trade (Kreinin 2006).  To the extent that economic integration 

promotes aggregate wealth, and wealthier persons have a greater stake in their society, 

integration has an indirect, negative effect on the number of terrorist incidents in a 

country.  The limited empirical evidence on this matter supports this latter conclusion (Li 

and Schaub 2004). 

Hypothesis 3: Economic integration is negatively associated with the number of 

terrorist incidents in a country. 
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Data 

The data for this study draws upon the International Terrorism: Attributes of 

Terrorist Events (ITERATE) project.  The ITERATE project, conducted by the Inter-

University Consortium for Political and Social Research at the University of Michigan, 

annually produces a time-series dataset based on public sources.  ITERATE records 

incident type, terrorist and victim characteristics, and eventual fate of the perpetrators.  

Outside of incident count, the remaining variables are not germane to this study. 

The ITERATE dataset is enhanced by the Correlates of War (COW) project 

(Correlates of War Project 2005), Li (2005), and Burgoon (2006).  The COW project uses 

�demographic, industrial, and military indicators� as a means of capturing latent power 

(Correlates of War Project 2005).  Using the ITERATE dataset as a basis, Li (2005) and 

Burgoon (2006) added additional explanatory variables. There are five groups of 

variables in the dataset: time, demographic, geographic, economic, and democratic. Table 

1 below provides descriptive statistics for the variables used in the empirical model. 

The unit of analysis in this cross-sectional time series dataset is a given country in 

a give year from 1975 to 1995.  There are about 150 countries in the dataset.  Time 

variables record year and pre- or post-1991, considered an indicator for the Cold War.  A 

regime durability variable measures the length of time since the last national transition of 

government.  Demographic variables measure the total population, urban population, 

number of military personnel, and count of terrorist incidents.  Geographic variables 

capture specific country names, COW number, and indicate region: Europe, Asia, 

America Africa, or the Middle East. 
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Other variables measure economic indicators.  Income transfer variables measure 

non-health and health spending, as a proportion of GDP.  The information for this 

variable is from the Politics of Fertility and Economic Development (POFED) database, 

which draws upon data from the Organization for Economic Cooperation and 

Development (OECD), the United Nations (UN), the International Monetary Fund (IMF), 

and the World Bank (Kugler, Feng, and Zak 2002).  The dataset also contains GDP per 

capita, trade as a proportion of GDP, military expenditures, and the Gini coefficient for 

each country, per year. 

Variables measuring the strength of democratic institutions include the Polity IV 

index, voter turnout, press freedom, and executive constraints.  The Polity IV is a 

composite index expressed as the difference between measures of institutionalized 

democracy and authoritarianism.  The variable assumes values between negative ten, 

representing absolute authoritarianism, and positive ten, representing a developed 

democracy (Marshall and Jaggers 2000).  The executive constraints variable, derived 

from the Polity IV index, is an ordinal measure of �the extent of institutionalized 

constraints on the decision-making power of chief executives, reflecting the checks and 

balances in the policymaking process� (Li 2005, 285; Marshall and Jaggers 2000).  The 

variable uses a seven-point scale, centered at zero in this dataset, where one represents 

unlimited executive authority and seven indicates executive subordination with the 

legislature.  

The ITERATE dataset has a few weaknesses.  Incident counts are based on 

publicly available data.  Burgoon (2006) assumes that authoritarian regimes tend to 

under-report incidents, especially those small-scale in nature that could be hidden from 
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detection.  The literature is conventionally limited to international incidents because a 

dataset with purely domestic incidents is not widely available.  At times, there is no clear 

delineation between national and international events.  ITERATE may count some of 

these events but neglect to count others.  Finally, there is possible measurement error in 

the military expenditures variable because it is assembled from multiple resources.  

According to the COW Project, distinguishing between military expenditures and civilian 

expenditures with military applications is, at times, difficult.  

Table 1: Descriptive Statistics 
Variable Name Variable Value N Percent Mean St. Dev. 

DEPENDENT VARIABLE  
Incident Average annual number 

transnational terrorist incidents 
per country, 1975 to 1995. 

3,045 2.82 7.89

Incidents > 0 Average annual number of 
transnational terrorist incidents 
per country, 1975 to 1995 in 
countries where incidents took 
place. 

1,416 6.07 10.69

EXPLANATORY VARIABLES  
Military 
spending 

Military spending as a percent of 
GDP. 

3,432 1.21 1.52

Total transfers, 
logged 

Social security and health 
spending as a percent of GDP. 

2,436 -3.33 1.02

Trade, logged Annual trade as a percent of 
GDP. 

3,795 71.24 46.98

CONTROL VARIABLES  
Government 
constraints, 
centered* 

-2.83337 
-1.833371 

-0.8333706 
0.1666294 

1.166629 
2.16663 
3.16663

3,891 25.98 
8.89 

21.82 
2.00 
6.43 
5.78 

29.09

 

Polity IV index 
Government 
constraints-
democracy 
indicator 

Reference Tables 4 and 5 in Appendix 

Income 
inequality 

Gini coefficient 3,671 45.00 7.71

GDP per capita, 
logged 

Expressed in real terms, adjusted 
for purchasing power parity. 

3,596 8.32 1.04

Regime 
durability 

Number of years since most 
recent regime change. 

4,056 2.54 1.29
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Population, 
logged 

Total annual population. 4,617 15.68 1.75

Government 
capability** 

Annual composite percentage 
index of a state�s share of the 
world�s total population, GDP 
per capita, GDP per unit of 
energy, military manpower, and 
military expenditures. 

3,027 4.02 0.89

Past incident Lagged dependent variable. 3,048 2.86 8.05
Past incident>0 Lagged dependent variable. 1,399 6.24 10.96
Post-Cold War 0 = During Cold War 

1 = After Cold War
5,160 70.78 

29.22
 

Conflict 0 = No conflict 
1= Interstate conflict, 

minor, intermediate, or war

5,160 95.93 
4.07

 

Europe 0 = Non-Europe 
1 = Europe

2,849 79.15 
20.85

 

Asia 0 = Non-Asia 
1 = Asia

2,849 83.78 
16.22

 

America 0 = Non-America 
1 = America

2,849 77.47 
22.53

 

Africa 0 = Non-Africa 
1 = Africa

2,849 73.99 
26.01

 

Middle East 0 = Non-Middle East 
1= Middle East

2,849 85.61 
14.39

 

�Using the executive constraints measure from the POLITY IV data as its basis, this variable 
�measures the extent of institutionalized constraints on the decision-making power of chief 
executives, reflecting the checks and balances in the policymaking process� (Li 2005).  The variable 
is an index from 1 to 7, adjusted to have a mean of 0. 
**Government capability is based on data from the World Bank�s World Development Indicators as 
of 2002 (Li 2005 and Li and Schaub 2004). 
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Model 

The dependent variable for this study is the count of terrorist attacks.  Previous 

empirical studies using the ITERATE dataset found overdispersion in the data (Burgoon 

2006; Li 2005; Krueger and Maleckova 2004).  Overdispersion is when the variance is 

greater than the mean of count data, disallowing the use of a Poisson regression model 

(Wooldridge 2006).  Based on the previous literature, this study uses a negative binomial 

regression model in the following functional form: 

Count of terrorist attacks = f(military expenditures, social welfare spending, trade 

flows, governmental constraints, democratic governance, income inequality, income per 

capita, regime durability, government capacity, previous incidents, time, geography). 

Table 2 describes each variable and provides a citation for its inclusion in the 

model. 
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Table 2: Outline of the Empirical Model 
Dependent variable: Count of transnational terrorist incidents, 1975 to 1995 

Dependent Variables 

This study seeks to explain the variation in the annual number of international 

terrorist incidents by country.  The count of incidents is clustered at zero and has a mean 

of 2.82 per country from 1975 to 1995.  This study includes a second regression using 

only countries with recorded terrorist incidents for that year as the dependent variable.  

Variable Definition Citation Anticipated 
Sign 

EXPLANATORY VARIABLES 
Military 
spending 

Military spending as a 
proportion of GDP. 

 (Enders and Sandler 2006; Frey 
2004). 

+ 

Total 
transfers 

Social security and health 
spending as a percent of GDP. 

 (Burgoon 2006). - 

Trade flows Annual trade as a percent of 
GDP. 

 (Li and Schaub 2004). - 

CONTROL VARIABLES 
Government 
constraint 

Executive constraints variable 
from the POLITY IV database.  

(Li 2005; Marshall and Jaggers 
2000). 

+ 

Democracy 
indicator* 

Extent of democratic 
governance. 

(Burgoon 2006; Li 2005; Marshall 
and Jaggers 2000) 

- 

Income 
inequality 

Gini coefficient. (Li 2005) + 

GDP per 
capita 

Expressed in real terms, adjusted 
for PPP. 

(Li 2005) - 

Regime 
durability 

Number of years since most 
recent regime change. 

(Li 2005) - 

Population Total population. (Li 2005) + 
Government 
capability 

Annual composite percentage 
index of a state�s share of the 
world�s total population, GDP 
per capita, GDP per unit of 
energy, military manpower, and 
military expenditures. 

(Li 2005; Li and Schaub 2004) - 

Past incident Lagged dependent variable. (Burgoon 2006; Li 2005) + 
Post-cold war Indicator for post-1991.  (Li 2005) - 
Conflict Indicator variable for on-going 

conflict. 
(Burgoon 2006; Li 2005) + 

Europe** Nominal variable for region. (Li 2005) + 
Asia** Nominal variable for region. (Li 2005) - 
America** Nominal variable for region. (Li 2005) - 
Africa** Nominal variable for region. (Li 2005) - 
*Reference Tables 4 and 5 in the Appendix. 
**The Middle East is the omitted reference region. 
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When excluding the observation assuming a value of zero, the mean rises to 6.07 

incidents per country, per year. 

Explanatory Variables 

The explanatory variables selected for the model operationalize the three 

hypotheses.  All explanatory and control variables are lagged one year from the 

dependent variable. 

Hypothesis 1: The presence of a large national security bureaucracy is positively 

associated with the number of terrorist incidents in a country. 

The COW Project publishes military spending, a proxy for overall spending on 

national security bureaucracy. No countries publish data on the size, budgetary allocation, 

or number of operations conducted by domestic intelligence, police, and paramilitary 

forces in readily accessible formats.  In many countries, however, large elements of the 

security services are embedded in military units.  Additionally, countries with significant 

military spending are also likely to invest in intelligence agencies, whether integrated into 

the military or not, since these are valuable components of force protection.  

Consequently, military spending and the size of the national security bureaucracy are 

likely correlated. 

Hypothesis 2: Income transfers are negatively associated with the number of 

terrorist incidents in a country. 

Based on previous literature, income transfers will be measured using national-

level social security and health spending as a proportion of GDP (Burgoon 2006).  Even 

though the dataset contains events related to international terrorist incidents, transfer 

programs may make citizens less tolerant of terrorist cells and may also pay benefits to 
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non-citizens.  Additionally, the dataset measures events with an international nexus 

including attacks perpetrated by citizens on foreign targets within their countries.   

Hypothesis 3: Economic integration is negatively associated with the number of 

terrorist incidents in a country. 

Trade is typically considered the most fundamental measure of economic 

integration (Balam and Veseth 2001; Kreinin 2006).  Greater trade flows are negatively 

correlated with impediments such as tariffs or security barriers thereby capturing the ease 

with which good and services travel across borders.  A previous study examining the 

impact of trade on terrorist incidents used trade as an indicator of economic integration 

(Li and Schaub 2004). 

Control Variables 

The remaining control variables are taken from the extant literature as noted in 

Table 2 and control for regime type, demographic characteristics, economic development, 

historical attacks, and geography.  About 70% of the incidents recorded in this dataset 

occurred prior to 1991, during the Cold War.  Additionally, only 14% of the incidents are 

occurred in the Middle East; indeed, the total of all incidents was roughly equally 

distributed between Europe, Asia, America, Africa, and the Middle East during the time 

period in question.  Finally, around 96% of all incidents occurred in a country with no-

ongoing conflict.  These descriptive statistics reveal that the dataset varies widely in 

terms of countries across the world but it is limited to states not undergoing conflict 

during the latter part of the Cold War. 

Income inequality accounts for the potential effect of deprivation on terrorist 

incidents within a country.  At the very least, income disparity may cause citizens to 
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tolerate the existence of terrorist cells in their communities out of frustration with their 

government.  GDP per capita accounts for inequality between countries.  The regime 

durability and conflict variables account for the destabilizing impact of frequent regime 

change and war, respectively.  Post-cold war and a past incident variable measuring the 

previous year�s terrorist attacks account for the history of terrorist violence, while 

geographic indicators account for regional differences. 

Three control variables merit further explanation: government constraints, 

government constraints-democracy interaction, and government capability.  First, the 

government constraints variable �measures the extent of institutionalized constraints on 

the decision-making power of chief executives, reflecting the checks and balances in the 

policymaking process� (Li 2005, 285).  Using the executive constraints variable 

described by Marshall and Jaggers (2000) from the Polity IV Project, the government 

constraints variable is a seven-point scale centered at zero (assuming values from -3 to 

+3) where the lowest value represents unlimited authority and the highest values 

represent equal power sharing between the executive and legislative branches.  For 

example, in 1975 Canada and the United States received scores of +3, Argentina received 

a score of +1, and Ecuador and Chad rated -3.  The expected sign of this variable is 

positive; attacks will rise with greater constraints. 

Second, the government constraints-democracy interaction term in this model 

accounts for the effect of participatory democracy.  The interaction is the product of the 

government constraints variable and the Polity IV indicator.  Li (2005) used a measure of 

voter turnout to account for the participatory features of democracy; however, voter 

turnout differs greatly among democracies, making voter turnout across countries an 
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inadequate comparison of participatory features.  According to the Australian Electoral 

Commission, 32 countries in the world have compulsory voting and 19 of these enforce 

the policy (Evans 2006).  Additionally, political scientists and economists, especially 

those belonging to the public choice school of thought, continue to debate whether voter 

turnout has a significant impact on the quality of democratic representation.  The Polity 

IV index is not an acceptable measure of participatory democracy in this study because of 

serial correlation between Polity IV and the government constraints variable.  Instead, the 

interaction term accounts for the mitigating effect of participatory government on 

terrorist attacks and the exacerbating effect of institutional constraints common to 

democratic governments relative to authoritarian governments.  The variable assumes 

values between -3 and 31, a higher value indicating a relatively more representative 

government with greater constraints on the executive (reference Table 4 in the appendix).  

Because the interaction term is a method that accounts for the mitigating effect of 

participatory democracy on the number of terrorist incidents, the expected sign is 

negative. 

Third, the government capability variable �denotes the capability or resources a 

government controls that may be applied to control terrorist activities relative to other 

countries of the world� and �is measured as an annual composite percentage index of a 

state�s share of the world�s total population, GDP per capita, GDP per unit of energy, 

military manpower, and military expenditures� (Li and Schaub 2004, 242).  This variable 

accounts for terrorists� rational preferences to avoid states more capable of inflicting 

punitive harm on them.  The expected sign of this variable is negative; as capability 

increases attacks will decrease. 



 29

Results 

Table 3 displays the results of the negative binomial regression model.  The first 

set of columns displays the results for the unrestricted variable, which is a count of all 

terrorist incidents.  The second set of results columns displays the results for the 

restricted model, which only considers countries with observed terrorist attacks in a given 

year.  Both models lend credence to hypotheses 1 and 2 and find no evidence in support 

of hypothesis 3.  Hypothesis 1 asserts that the presence of a large national security 

bureaucracy is positively associated with the number of terrorist incidents.  Hypothesis 2 

posits that income transfers are negatively associated with the number of terrorist 

incidents in a country.  Hypothesis 3 conjectures that economic integration is negatively 

associated with the number of terrorist incidents in a country.  The restricted model in 

this study, which examines only those countries attacked by terrorists, finds effects of 

similar magnitude and significance as the unrestricted model, suggesting there are no 

appreciable differences between the two models.   

The coefficients on the military spending and total transfers variables are 

significant in both models.  The military spending variable aligns with hypothesis 1 and 

measures the size of the national security bureaucracy; military spending is positively 

associated with the count of terrorist incidents.  The total transfers variable aligns with 

hypothesis 2 and measures social welfare spending; social welfare spending is negatively 

associated with the count of terrorist incidents.  The negative binomial regression model 

uses a log likelihood function and the coefficient for each variable is interpreted as an 

elasticity.  For example, holding all other variables constant, a 1% increase in military 

spending as a share of GDP is associated with a 9.2% increase in the count of terrorist 
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attacks per year.  Likewise, a 1% increase in total transfers as a share of GDP is 

associated with a 0.14% decline in the count of terrorist attacks, all else equal.   

The IRR column is the incident rate ratio.  Because the regression coefficients are 

interpreted as the log of expected counts, the IRR applies the log property where the 

difference between the log of two functions is the same as the logged quotient of those 

two functions.  Consequently, the IRR is interpreted as follows: a 1% increase in military 

spending as a share of GDP is associated with 1.1 more terrorist attacks, all else held 

constant.  

In accordance with the extant literature, the government constraints variable is 

significant and positive in the unconstrained model, indicating greater legal constraints on 

a government leads to a higher incident count.  The government constraints-democracy 

interaction term, which accounts for the mitigating effect of participatory government on 

terrorist attacks and the exacerbating effect of institutional constraints common to 

democratic governments, is negative and insignificant.  A higher value for the interaction 

term indicates a democratic government with greater constraints on the executive.  The 

term is expected to be negative since the participatory features of democracy should give 

cause for fewer attacks.  The model finds that governments with fewer regime changes 

suffer fewer terrorist attacks.   On the other hand, the variables measuring income 

inequality and population are positively associated with attacks; that is, attacks rise along 

with income inequality and population, all else equal.  Likewise, past incidents are a 

positive but weak predictor of future incidents.  The model finds that, for the time period 

covered by this dataset, countries in Asia and Africa suffer fewer attacks relative to the 
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Middle East but countries in Europe are at a higher risk relative to those in the Middle 

East.  The coefficient for the Americas is not significant. 

The government capability variable�an index measuring governmental 

capability in terms of income per capita, energy output, and relative military strength�is 

significant and positive, potentially lending support to Frey�s (2004) assertion that, rather 

than appearing as harder targets, more capable governments are seen as more prized 

targets by terrorists.  On the other hand, the measure used to develop this variable is 

highly dependent on GDP per capita and correlates with democratic governance.  

Consequently, the government capability variable may be measuring the tendency of 

terrorists to target democracies. 
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Table 3: Negative binomial regression results 
 
 
 
 

Variable Terrorist Incidents Terrorist Incidents > 0 
 Coefficient IRR Coefficient IRR 

Military spending (% of GDP) 0.088* 
(0.021)

1.092* 
(0.023) 

0.047* 
(0.019) 

1.048* 
(0.019) 

Total transfers (% GDP, logged) -0.135* 
(0.053)

-0.874* 
(0.046) 

-0.173* 
(0.055) 

-0.841* 
(0.046) 

Trade (% of GDP) -0.001 
(0.001)

-0.999 
(0.001) 

-0.002 
(0.002) 

-0.998 
(0.002) 

Government constraints 0.093* 
(0.019)

1.098* 
(0.021) 

0.029 
(0.020) 

1.029 
(0.021) 

Government constraints-
democracy interaction 

-0.003 
(0.004)

-0.997 
(0.004) 

-0.001 
(0.004) 

-0.999 
(0.004) 

Income inequality (Gini index) 0.021* 
(0.011)

1.021* 
(0.011) 

0.018 
(0.011) 

1.018 
(0.011) 

GDP per capita (logged) -0.125 
(0.079)

-0.882 
(0.070) 

-0.041 
(0.088) 

-0.960 
(0.083) 

Regime durability (years) -0.109* 
(0.031)

-0.897* 
(0.028) 

-0.074* 
(0.031) 

-0.929* 
(0.029) 

Population (logged) 0.275* 
(0.031)

1.316* 
(0.041) 

0.154* 
(0.036) 

1.167* 
(0.042) 

Government capability (logged) 0.541* 
(0.088)

1.719* 
(0.151) 

0.323* 
(0.112) 

1.382* 
(0.155) 

Past incident (lagged dependent 
variable) 

0.072* 
(0.005)

1.076* 
(0.006) 

0.047* 
(0.003) 

1.048* 
(0.004) 

Post-cold war indicator -0.187* 
(0.088)

-0.830* 
(0.073) 

-0.101 
(0.087) 

-0.904 
(0.078) 

Conflict indicator -0.171 
(0.160)

-0.843 
(0.135) 

-0.227 
(0.142) 

-0.797 
(0.113) 

Europe 0.522* 
(0.175)

1.686* 
(0.295) 

0.659* 
(0.165) 

1.933* 
(0.318) 

Asia -0.520* 
(0.169)

-0.595* 
(0.101) 

-0.290 
(0.162) 

-0.748 
(0.121) 

America 0.015 
(0.126)

1.016 
(0.128) 

0.023 
(0.116) 

1.023 
(0.119) 

Africa -1.11* 
(0.160)

-0.331* 
(0.053) 

-0.387 
(0.204) 

-0.679 
(0.138) 

Constant -6.275* 
(1.164)

--------- -3.523* 
(1.342) 

--------- 

Observations 1,876 1,876 793 793 
Dispersion Mean Mean Mean Mean 
Log likelihood -3,379.183 -3,379.183 -2,166.757 -2,166.757 
LR Chi-square 1181.570* 1181.570* 498.090* 498.090* 
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Conclusion 

The model contained in this study supports hypotheses 1 and 2 but finds no 

evidence for hypothesis 3.  In terms of hypothesis 1, the presence of a large national 

security bureaucracy is positively associated with the number of terrorist attacks.  The 

findings lend support to Frey�s (2004) and Wilkinson�s (2000) assertions that punitive 

responses elicit further terrorist attacks.  The causality, however, may run the opposite 

direction: more frequently threatened governments may spend more on the national 

security bureaucracy because of the threat.  Additionally, states may maintain significant 

military spending for reasons unrelated to terrorism�as a deterrent threat to neighboring 

states, for example.  Nevertheless, the effect noted in this model questions whether 

additional spending on the national security bureaucracy is the most expedient method of 

reducing future attacks. 

Regarding hypothesis 2, income transfers are negatively associated with terrorist 

incidents.  The effect measured by the model is relatively small but offers some evidence 

that transfer programs may help to alleviate underlying grievances that contribute to 

terrorism.  The link between poverty reduction and transfer programs is tentative and 

difficult to generalize across countries (Burgoon 2006).  Additionally, the empirical 

literature finds scant evidence suggesting relative deprivation drives terrorism.  As a 

result, the impact of transfer spending may be more indirect.  Citizens may regard 

government transfer programs as indicators of a responsive, equitable government and, 

therefore, may be less tolerant of the existence of terrorist cells in their communities.   To 

the extent that non-citizens benefit from transfer programs, they may be less inclined to 

commit terrorist attacks in their resident countries.  Likewise, citizens who are 
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beneficiaries may be less likely to launch attacks against international targets in their 

countries.  In sum, the evidence suggests governments that are perceived as inclusive and 

equitable and demonstrate this commitment through social welfare spending, suffer from 

fewer attacks. 

The model finds no evidence in support of hypothesis 3; economic integration is 

not statistically associated with the number of terrorist incidents.  These findings reflect 

those of Li and Schaub (2004), who found �that trade, foreign direct investment (FDI), 

and portfolio investment have no direct positive effect on transnational terrorist incident 

within countries� but uncovered no statistical evidence indicating these elements reduced 

terrorist incidents (230).  On the one hand, trade is accompanied with increased 

transnational flows of goods and services and may reduce the transaction costs associated 

with illicit cross-border activity.  On the other hand, given that this study as well as Li 

and Schaub find no evidence that trade facilitates terrorism, economic integration likely 

has no relevant impact on terrorist incidents. 

In conclusion, the model suggests countries threatened by terrorism may benefit 

from additional spending on policies fostering a sense of social cohesion and equity 

amongst a broad swathe of citizenry rather than additional spending on the national 

security bureaucracy.  The evidence presented here is not strong enough to argue in favor 

of abandoning punitive responses, but suggests states must be prudent when using 

punitive responses and consider addressing the underlying factors causing the existence 

of terrorist cells in the first place.  Additionally, in the absence of evidence supporting the 

proposition, forsaking free trade in the interest of security has little merit.  Indeed, as Li 

and Schaub (2004) point out, free trade fosters economic development and economic 
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development is associated with fewer terrorist incidents; therefore, free trade may 

actually contribute to reducing attacks. 

Further research ought to develop a better model of punitive responses.  Few 

states publish spending on their intelligence agencies; therefore, an index measuring size 

and competency of domestic intelligence agencies may capture some of the punitive 

response elements.  Another avenue may be to examine the arrest, conviction, and 

mortality rates of suspected terrorists and model whether this leads to fewer attacks in the 

future.  Additional variables for economic integration, especially measures of the 

efficiency of cross-border trade flows, ought to be incorporated into future research as 

well.  Most importantly, researchers should examine the relationship between cross-

border labor migration and terrorist attacks because this is an element of globalization 

often ignored by the literature and is the most likely to aid terrorists.  Finally, to the 

extent that social welfare spending creates favorable impressions of government and may 

reduce terrorism, foreign aid spending may have the same effect and ought to be 

modeled.   
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Appendix 

Table 4: Polity IV Indicator* 
Polity IV Score Frequency Percent 

-10.0 118 4.48 
-9.0 204 7.75 
-8.0 157 5.97 
-7.0 597 22.68 
-6.5 2 0.08 
-6.0 119 4.52 
-5.5 1 0.04 
-5.0 64 2.43 
-4.5 2 0.08 
-4.0 36 1.37 
-3.5 4 0.15 
-3.0 36 1.37 
-2.5 1 0.04 
-2.0 44 1.67 
-1.5 6 0.23 
-1.0 41 1.56 
-0.5 2 0.08 
0.0 70 2.66 
0.5 2 0.08 
1.0 19 0.72 
2.0 13 0.49 
2.5 2 0.08 
3.0 21 0.80 
4.0 45 1.71 
4.5 1 0.04 
5.0 55 2.09 
6.0 79 3.00 
7.0 68 2.58 
8.0 161 6.12 
9.0 157 5.97 

10.0 505 19.19 
�The Polity IV indicator is a composite index 
expressed as the difference between the measures 
of institutionalized democracy and 
authoritarianism.  -10.0 represents an absolute 
authoritarian regime and +10.0 represents a full 
democracy.  For example, since 1871 the United 
States has rated 10 whereas Swaziland has been 
either a -10.0 or -9.0 since 1973.  
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Table 5: Government Constraints-Democracy Interaction Term** 
Value Frequency Percent Value Frequency Percent 

-3.333482 3 0.12 7.333482 17 0.67 
-2.500112 15 0.59 8.166406 27 1.06 
-1.666741 13 0.51 9.166853 12 0.47 

-0.8333706 8 0.32 9.333035 22 0.87 
-0.8331472 10 0.39 10.83315 12 0.47 
-0.1666294 2 0.08 11.00022 17 0.67 

0 9 0.35 11.33348 7 0.28 
0.1666294 4 0.16 12.66652 19 0.75 
0.4998883 6 0.24 12.83359 43 1.7 
0.6665177 2 0.08 12.99978 11 0.43 
0.8331472 2 0.08 14.16685 11 0.43 
0.8333706 38 1.5 14.66696 116 4.57 
0.9997766 7 0.28 15.16641 23 0.91 

1.666741 41 1.62 15.83315 2 0.08 
1.833371 1 0.04 16.50034 19 0.75 

2.16663 3 0.12 17.00022 16 0.63 
2.500112 30 1.18 17.33304 51 2.01 
3.333482 11 0.43 18.99978 5 0.2 
3.666741 3 0.12 19.49967 35 1.38 
4.166853 31 1.22 19.83359 295 11.63 
4.666518 20 0.79 22.16641 16 0.63 
5.000223 86 3.39 22.66696 33 1.3 
5.500112 4 0.16 25.33304 88 3.47 
5.833147 39 1.54 25.50033 185 7.29 
5.833594 259 10.21 28.3337 118 4.65 
6.666965 6 0.24 28.49967 122 4.81 
6.999777 56 2.21 31.6663 505 19.91 

**This interaction term is the product of the Polity IV indicator and the 
government constraints variable and accounts for greater legal constraints on 
the executive branch of government in democracies relative to non-
democracies. 
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