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Abstract 

 
This research analyzes the effect of economic globalization on the number of 

transnational terrorist attacks within a country. The pooled time series analysis, conducted on a 
sample of 160 countries from 1968 to 2014, is an updated, expanded, and revised version of Li 
and Schaub (2004). The analysis first replicates Li and Schaub (2004) proving the accuracy of 
the tests. Next, it examines the effect of a larger sample and time period. Finally, existing 
variables are revised and new variables are added in order to improve the test. 

Countries have not only become more interconnected, but also the nature of transnational 
terrorism has radically evolved since prior research was conducted. Following the September 11, 
2001, Pentagon and Twin Tower attacks, the world has been facing a new form of terrorism. 
Empirically, the amount of transnational terrorist attacks globally has been decreasing after the 
September 11, 2001, transnational terrorist attacks. 

Overall, the results show that international economic integration has overtime had a 
greater effect on the number of transnational terrorist attacks than research had previously 
suggested. Specifically, foreign direct investment (FDI) and portfolio investment have a 
statistically significant negative effect on transnational terrorist attacks within a country. 
However, trade openness no longer has a direct effect on transnational terrorism. Additionally, a 
country’s economic globalization and partners’ economic globalization does not have a 
statistically significant effect of reducing the amount of transnational terrorist attacks that a 
country experiences. As a result, the analysis provides policymakers with a greater understanding 
on what specific economic conditions may currently promote or inhibit the transnational terrorist 
attacks from occurring within a country. 
 
Key Words: economic globalization; transnational terrorism; trade openness; foreign direct 

investment (FDI); portfolio investment  
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Abstract 

 

This research analyzes the effect of economic globalization on the number of 
transnational terrorist attacks within a country. The pooled time series analysis, conducted on a 
sample of 160 countries from 1968 to 2014, is an updated, expanded, and revised version of Li 
and Schaub (2004). The analysis first replicates Li and Schaub (2004) proving the accuracy of 
the tests. Next, it examines the effect of a larger sample and time period. Finally, existing 
variables are revised and new variables are added in order to improve the test. 

Countries have not only become more interconnected, but also the nature of transnational 
terrorism has radically evolved since prior research was conducted. Following the September 11, 
2001, Pentagon and Twin Tower attacks, the world has been facing a new form of terrorism. 
Empirically, the amount of transnational terrorist attacks globally has been decreasing after the 
September 11, 2001, transnational terrorist attacks. 

Overall, the results show that international economic integration has overtime had a 
greater effect on the number of transnational terrorist attacks than research had previously 
suggested. Specifically, foreign direct investment (FDI) and portfolio investment have a 
statistically significant negative effect on transnational terrorist attacks within a country. 
However, trade openness no longer has a direct effect on transnational terrorism. Additionally, a 
country’s economic globalization and partners’ economic globalization does not have a 
statistically significant effect of reducing the amount of transnational terrorist attacks that a 
country experiences. As a result, the analysis provides policymakers with a greater understanding 
on what specific economic conditions may currently promote or inhibit the transnational terrorist 
attacks from occurring within a country. 

 

Introduction 

 

Existing Research 

 

In 2004, Quan Li and Drew Schaub conducted a pooled time-series analysis on 112 
countries between 1975 and 1997 to investigate the effect of economic globalization on 
transnational terrorist attacks. Specifically, they found no direct effect on transnational terrorist 
incidents with trade, foreign direct investment (FDI), and portfolio investment. On the other 
hand, the country’s economic development and the economic development of its top trading 
partners revealed an indirect negative effect on transnational terrorism (Li & Schaub, 2004). 
Lastly, Li and Schaub found that trade and FDI do have an indirect negative effect on 
transnational terrorism when it promotes economic development. 

However, the world has drastically changed since 1997. Countries have not only become 
more interconnected, but also the nature of transnational terrorism has radically evolved.Since 
the September 11, 2001, Pentagon and Twin Tower attacks, the world has been facing a new 
form of terrorism (Jenkins, 2006). Terrorist organizations are funded and operated differently. 
The threat of transnational terrorism is not the same as it was during Li and Schuab’s analysis.   

Therefore, I have recreated and revised Li and Schaub’s analysis. I hypothesize that 
current data will reveal that economic globalization has a greater influence on the amount of 
transnational terrorist incidents. My analysis incorporates data on 160 countries from 1968 to 
2014. In order to determine how closely I replicated their analysis, I first compare their findings 
with my results using the same variables, countries, and time period. Next, I will test how a 
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larger time period and sample affects the results of the analysis. The larger sample improves the 
accuracy of the test while the larger time period determines if the results vary with the 
implication of “new” terrorism. Finally, I will be improving the analysis by revising the 
variables. The data is collected from sources that report additional values that were originally 
missing in Li and Schaub’s analysis. Additionally, I will test how economic globalization 
effected transnational terrorismbefore September 11, 2001, compared to how it affects 
transnational terrorism after September 11, 2001.The analysis concludes with a test of how my 
additional variables improve the analysis. In all, my analysis will elaborate on the previous 
research done by Li and Schaub in 2004. 

 
Economic Globalization 

 

Economic globalization is defined as a country’s growing integration into the world’s 
goods, financial, and production capital markets (Li & Reuveny, 2003). Over the past several 
decades, the world has incurred a drastic increase in cross-border trade of commerce and 
services, international investment, and spread of information and technology. Today’s 
globalization can be attributed to reductions in trade barriers and advances in technology. 
Statistically, the volume of world trade has increased from $269 billion in 1950 to $8 trillion in 
2005 (World Trade Organization, 2014). In addition, financial markets have allowed for 
financial institutions to increase the flow of cross-border transactions. In 2013, the average daily 
foreign exchange turnover was $5.3 trillion; exceeding the value of all traded goods and services 
within three days (Chandler, 2013).Overall, the world is more connected today than it has ever 
been in the past. 

 
Transnational Terrorism 

 

Currently, there is no clear definition of terrorism. In fact, Schmid and Jongman 
attempted to find commonalities among 109 global definitions. They identified twenty-two 
similar elements that may be found in the definition of terrorism. Surprisingly, the greatest 
commonality was only 89.5 percent of definitions requiring violence or forces to be present. The 
next highest similarity was 65 percent of the definitions claiming that terrorism must be 
politically motivated (Jongman & Schmid, 1984).   

For the purpose of this analysis, I will define terrorism as, “the deliberate use or the 
threat to use violence against civilians in order to attain political, ideological and religious aims” 
(Ganor, 2002). For transnational terrorism, I will use the ITERATE database’s definition as, 
“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 the 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” (Mickolus, Sandler, Murdock, & 
Flemming, 2014). 
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Overview 

 

 This analysis is organized in four sections. The first section identifies the significance of 
revising and updating Li and Schaub’s analysis. The second section reviews the theoretical 
framework explaining why economic globalization may increase or decrease the amount of 
transnational terrorist incidents within a country. The third section outlines the design of the 
pooled time-series analysis in addition to running and interpretingthe results. Finally, the fourth 
section concludes with the policy implications from the findings.   
 

Significance 

 

“New” versus “Old” Terrorism 

 

Over the past few years the nature of terrorism has drastically evolved. According to 
leading national security expert, Brian Michael Jenkins, the “new” form of terrorism is structured 
and operated differently than “old” terrorism. While there is no exact date to separate the two 
periods, the September 11, 2001, World Trade Center terrorist attack has brought attention to the 
global community that a new kind of terrorism has indeed developed (Casserleigh & Merrick, 
2013).  

Previously, terrorist organizations were primarily state-sponsored and composed of many 
supporters. Following the Cold War, states became less inclined to support terrorist organizations 
(Jenkins, 2006). This loss of state support altered the manner in which terrorist organizations 
operated. Terrorist organizations are no longer concerned with their self-image because they are 
not required to please constituents or government officials. Therefore, terrorist organizations 
began deploying attacks at a larger scale and adopted criminal activities such as drug trafficking 
and kidnappings in order to fund the attacks (Jenkins, 2006).  

In addition, terrorist organizations had to become more covert in order to maintain their 
survival. Gradually, terrorist organizations decreased in size and cells began working 
independently from the parent organization. With little to no communication between cells, 
terrorist organizations are still able to maintain normal operations if one cell is discovered. 
Because no communication trails exist, law enforcement is unable to track the terrorist 
organization.  

Furthermore, technological advancements have expanded the scope of “new” terrorism. 
Terrorist organizations are now able to reach a larger audience than before with the introduction 
of televised news and internet blogs (Jenkins, 2006). Terrorist attacks no longer impact solely 
primary and secondary victims; second-hand exposure to the events create “global victims” 
(Casserleigh & Merrick, 2013). Technological advancements not only expanded the number of 
potential victims but also facilitated the ability to recruit additional supporters. Internet blogs can 
motivate and teach potential supporters to create their own cells. These additional cells can now 
be created anywhere in the world that has access to the internet. In all, technological 
advancements have assisted terrorist organizations in spreading their ideas globally.  

Lastly, globalization has eased the ability for the activities of terrorist organizations to 
cross borders. The amount of people, goods, and financial transactions across boarders have been 
increasing at a higher rate than law enforcement allowing for terrorist organizations to smuggle 
weapons, finances, and people across borders with a lower probability of being caught (Li 
&Schaub, 2004). Increasingly, the fight against terrorist organizations has become an 
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international issue. In all, the fight against “new” terrorism is drastically different from “old” 
terrorism.  

 
Theoretical Explanations 

 

Application of Intermediate Microeconomic Theory 

 

Contrary to popular belief, terrorists are not “crazy”. According to Maxwell Taylor 
(1988), psychopaths are unpredictable and too difficult to control therefore they would be 
unsuitable in terrorist organizations. In fact, “to build an international organization, to plan and 
commission attack missions around the world, to draw individuals to sacrifice their lives for a 
cause…are accomplishments of a strong and calculated mind”  (McCauley & Moskalenko, 
2011). The rational choice model can be applied to the study of terrorism by assuming terrorist 
organizations have a set of preferences of utilizing certain tactics compared to other tactics.  

Individuals will use terrorism as a tactic if the social, political, and economic structure of 
a situation causes the opportunity cost of using terrorism to obtain the organization’s objective 
outweigh the opportunity costs of using legitimate, legal means. Under the assumption that 
terrorist organizations are rational actors, this cost-benefit analysis can be graphically shown by a 
terrorist organization’s budget constraint (see Figure 1, budget constraint aa). The terrorist 
organization faces pay offs using their funding for either consumption goods (Y) or terrorist 
activities (T).  Consumption goods are all items that could be purchased with the finances that 
don’t facilitate terrorism. On the other hand, terrorist activities would include supplies necessary 
to facilitate attacks (guns, explosives, etc.). The funding for terrorist organizations can come 
from either contributions (i.e. supporters, government, etc.) or criminal activity (i.e. drug trade, 
smuggling, etc.). These funds may be either spent on the consumption good or terrorism. 
Theamount of legal and illegal activity carried out by a terrorist organization depends on three 
factors: “the relative costs between legal and illegal activities, the relative gains between the two 
types of activities, and the total resources available” (Li & Schaub, 2004). Therefore, an increase 
in funding and resources will shift the budget constraint out and correspond to an increase in 
consumption goods and/or terrorism. Furthermore, intuition as well as a study performed by 
Krueger and Maleckova (2003) suggests that the tradeoff between consumption goods and 
terrorism is considered a normal good. The more funding and resources a terrorist organization 
has the more terrorism the organization will deploy and the less consumption goods the 
organization will purchase. In comparison to non-terrorists, businesses would have a vertical, 
inelastic budget constraint when terrorism equals zero because their budget is not spent on any 
terrorist activities. The price of terrorism has no effect on businesses; no matter how inexpensive 
terrorism may be, the business will still chose not to use terrorism. Instead, a business’s 
resources are spent solely on consumption goods.  

Under the Rational Choice Model, terrorist organizations have preferences of particular 
bundles (x amount of terrorist activity and y amount of composite good) over other bundles. 
Characteristically, every bundle is ranked in an order of which is more preferred based on the 
utility of the bundle. It can be assumed that more of a good is prefer to less of a good. 
Additionally, there is convexity of choices because combinations of goods are preferred over 
having extremes of one type of good. Finally, there is consistency in ranking or transitivity 
across different budget constraints. Collectively, these utility rankings form the indifference 
curves of the terrorist organization. Where the indifference curve is tangent to the budget 
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constraint is the optimum bundle. Keeping everything constant and only changing the level of 
funding a terror organization has will shift the budget constraint in (less funding) or out (more 
funding). These new optimal points may be connected in order to identify the terrorist 
organization’s Price Consumption Curve (see Figure1). This curve can then be translated into the 
terrorist organization’s Engel curve. It is a function of how the amount of terrorism purchased 
changes when funding is increased. Next, the Engel curve can be converted to a new graph 
(demand curve) to identify the marginal benefits of financing greater amounts of terrorist 
activities the lower the price. Due to the law of demand, it is expected that price and quantity of 
terrorism are negatively related; as the price of terrorism decreases, the terrorist organization will 
use its funds on a greater amount of terrorism. In all, it is the expected utility of a terrorist attack 
in respect to the probability of success multiplied by the utility of the benefit from a successful 
attack. A successful attack will gain widespread attention and mobilize supporters of the terrorist 
organization’s cause. According to Gurr (1979) and Mickolus (1979), terrorist organizations are 
more likely to use less expensive and less risky modes of attack compared to expensive and 
riskier modes of attack.  

Governments can use either strategies of “deterrence” or “benevolence” to counter 
transnational terrorism (Anderton & Carter, 2005). Deterrence increases the opportunity cost of a 
terrorist organization conducting an attack by increasing the costs of the attack. The government 
may increase the security of the target or directly attack the terrorist organization’s headquarters 
and training camps. In Figure 1, deterrence strategy will force the budget constraint to shift down 
along the x-axis and decrease the amount spent on terrorism (shift from budget constraint aa to 
aband �  to � ).  

It is important to note, the amount of change in consumption good and terrorism depends 
on the elasticity of a specific terrorist organization’s budget constraint. In Figure 2, a deterrence 
strategy increases the amount of terrorism because the terrorist organization isinelastic to a 
change in the relative price of consumption goods. Rather than eliminating terrorism, when a 
government implements a “specific constraint”, terrorist organizations are likely to alter their 
mode of attack (Li & Schaub, 2004). For example, the implementation of metal detectors at 
airports reduced the amount of hijackings, but increased hostage incidents. In fact, according to 
Enders and Sandler’s analysis in 2012, when terrorist organizations substituted hijackings for 
other modes of attacks, the unintended consequence of the implementation of metal detectors 
was that the new modes of attacks created greater casualties.  

On the other hand, a benevolence strategy raises the opportunity cost of a terrorist 
organization conducting an attack by reducing the costs of alternative, non-violent means. In 
Figure 1, benevolence strategy will shift the budget constraint up along the y-axis (shift from 
budget constraint aa to ca and � to� ).The change in consumption good and terrorism depends 
on the elasticity of a specific terrorist organization’s budget constraint for benevolence strategies 
as well. In figure 2, a benevolence strategy increases the amount of terrorism because the 
terrorist organization is inelastic to a change in the absolute price of consumption goods. 

Next, the supply curve of a terrorist organization is a result of the marginal costs of 
funding a terrorist activity. Unlike a typical business, the marginal costs are not only the costs of 
producing the event; it also gives into account the cost of the potential consequences of the 
terrorist attack in relationship to the probability of receiving the consequence. Similar to a 
competitive market, the terrorist organization is a price taker on the supply side. The marginal 
costs are the additional costs of spending each additional unit on terrorism. The terrorist 
organization will chose how much to spend on terrorist activities in relation to the current 
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political, social, and economic structure of the region of operations. An example of political 
structure would be the government’s capability and an example of social structure would be the 
ability to mobilize supporters. The economic structure would both be finances, such as economic 
distribution, poverty, etc., and infrastructure, such as roadways, terrain, etc. For example, a 
rugged terrain would make it difficult for the local population and federal government to 
infiltrate the base. The “structural constraints” affect the costs of both legal and illegal activities 
(Li & Schaub, 2004).  

Understanding the microeconomic models of terrorist organizations, allows policy 
makers to predict how terrorist organizations will behave in response to certain environmental 
changes. As a result, policy makers can strategize which counterterrorism tactics work best for 
particularlydesired outcomes.   
 
Figure 1: Benevolence and deterrence strategies to reduce terrorism  

 
Source: Anderton, C., & Carter, J. (2005). On Rational Choice Theory and the Study of  
Terrorism. Defense and Peace Economics, 275-282. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Key 
X-axis is the amount of Terrorism (T) Purchased 
Y-axis is the amount of Consumption Goods (C) Purchased 
aa is the Original Budget  
ca is the Budget Constraint after Benevolence Strategy 
ab is the Budge Constrain after Deterrence Strategy  
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Figure 2: Benevolence strategy increasing the amount of terrorism 

 
Source:Anderton, C., & Carter, J. (2005). On Rational Choice Theory and the Study of  
Terrorism. Defense and Peace Economics, 275-282. 
 
 
 
 
 
 
 
 
Economic Globalization Positively Effects Transnational Terrorism 

 

 Economic globalization has the potential to alter the relative costs between legal and 
illegal activities. When the relative cost of illegal activity decreases compared to the cost of legal 
activity, the overall terrorist activity will increase (Li & Schaub, 2004). For example, economic 
globalization decreases the overall cost of terrorism because of the decrease in the risk of 
smuggling. As the amount of goods, services, and finances transported across borders increases, 
it overwhelms law enforcement. Furthermore, with a higher volume of transactions, there is a 
lower probability that a terrorist organization will be caught. According to United States custom 
officials, screening every container would create huge delays, be less cost-effective, and almost 
impossible (Bliss, 2012). Therefore, the absolute cost of participating in illegal activities has 
decreased relative to the absolute cost of using legal means. With a lower risk, a terrorist 
organization may have an incentive to smuggle drugs and other goods across borders that fund 
its operations.  

Key 
X-axis is the amount of Terrorism (T) Purchased 
Y-axis is the amount of Consumption Goods (C) Purchased 
aa is the Original Budget  
ca is the Budget Constraint after Benevolence Strategy 
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Additionally, economic globalization has encouraged cross-border financial transactions. 
Advancements in technology of financial transactions have decreased the risk for transferring 
funds across borders. Specifically, the “digitization” of money allows for financial institutions to 
transfer a depositor’s money instantaneously across borders. Therefore, the absolute cost of 
financial transactions decreases and the volume of transactions increase (Li & Schaub, 2004). In 
return, the increase of transactions makes it more difficult for law enforcement to monitor funds 
and decreases the risk of sponsoring a terrorist organization (Li & Schaub, Economic 
Globalization and Transnational Terrorism, 2004). Furthermore, financial institutions have 
gradually increased their protection of their depositors. With greater international finance, banks 
face greater competition for depositors (Li & Schaub, 2004). The banks want depositors to trust 
them with their deposits whether the depositor is a terrorist organization or not.  Thus, 
international banks have an incentive to protect the privacy of their clients in order to have a 
profit. The advancements in financial institutions have unintentionally facilitated the activities of 
terrorist organizations. 

Finally, terrorist organizations can benefit from economic globalization because it 
increases the variety and decreases the costs of products within a country. According to the 
theory of comparative advantage, when countries specialize in particular goods that they have the 
lowest opportunity cost of producing, then it will incentivize innovation and produce goods at a 
cheaper price. In regards to terrorist organizations, the increase in international trade may allow 
for them to purchase more advanced weapons and supplies that had not been available 
domestically. In addition, the supplies a terrorist organization may need to carry out an attack 
may be less expensive than if they were produced domestically. Overall, there are many 
theoretical implications that point to economic globalization having a positive effect on 
transnational terrorism. 

 
Economic Globalization Negatively Effects Transnational Terrorism 

 

Still, some critics suggest that a country’s economic globalization may decrease its 
chance of having transnational terrorist attacks. For starters, economic globalization increases 
economic development which decreases overall poverty (Dollar & Kraay, 2002).  There is a 
popular belief, especially with policy makers, that terrorism is fueled by poverty. According to 
the United States former Security of State General, Colin Powell, “We can’t just stop with a 
single terrorist or a single terrorist organization; we have to go and root out the whole system. 
We have to go after poverty” (Lombardi, Ragab, & Chin, 2014). Furthermore, Nobel Peace Prize 
Laureate Archbishop Desmond Tutu believes that terrorism is created from desperation which is 
created from poverty, disease, and ignorance (News Reports, 2014). However, scholars have 
found no direct empirical evidence that poverty effects terrorism. Nonetheless, poverty has had 
an indirect effect on the supporters of terrorist activity. 

For one, those with higher incomes and advanced skills incur a greater risk participating 
in illegal activity. These individualscan pursue legal options to make a living. Therefore, terrorist 
organizations typically gain supporters by feeding on the desperation of the population’s poorest 
segment. According to Defense Analyst Brafman Kittner, “The consequences of poverty 
including unemployment, lack of food and shelter, hopelessness, resentment and increased 
violence can supply terrorist groups with fertile ground for recruitment.” More so, countries with 
high levels of poverty and weak governance provide a safe haven for terrorist organizations. 
Some terrorist organizations even offer social services and free educational programs such as the 
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Taliban, Hamas, and Hezbollah (News Reports, 2014). When individuals are desperate, they may 
turn to a terrorist organization to provide for them in exchange for support. Still, it is important 
to note that not all terrorists are poor and uneducated. For example, Osama bin Laden came from 
a wealthy family, received a college education, became asuccessful businessman, and recognized 
as a war hero, yet he ended up becoming one of the most infamous terrorists (McCauley & 
Moskalenko, 2011).  

Additionally, international economic globalization is assumed to improve the economic 
welfare of everyone in all countries due to the trickledown effect. However, sometimes 
individuals do not experience the improvement in economic welfare that they had expected. 
According to relative international deprivation theory, when these better educated people 
discover the gap between expected and achieved welfare, a collective discontent is created. If the 
dissatisfaction persists, then they may seek to change their situation by engaging in terrorist 
activities. It is crucial to ensure that groups are not being marginalized whenthere iswidespread 
economic development. Overall, an individual’s economic welfare indirectly increases the 
support of terrorist organizations. 

 
Inverse Effects of Transnational Terrorism on Economic Globalization 

 

 Inversely, transnational terrorist attacks also have the potential to curb economic growth. 
International trade may be disrupted whether a country experiences a major transnational 
terrorist attack or if the country experiences minor frequent transnational terrorist attacks. 
Following the major transnational terrorist attack in the United States on September 11, 2001, the 
United States population experienced an era of fear. People felt vulnerable and had a lack of 
confidence in the economy. Therefore, the consumers reduced spending and increased savings. 
The immediate decline in market activity drastically reduced the United States’ economic 
development. There was less demand of all goods, including imports. Furthermore, the 
government responded to the terrorist attack by increasing its security measures. With greater 
regulations, the costs of international trade increased and the delivery time increased (Nitsch & 
Schumacher, 2004). As a result, international trade was greatly reduced. Furthermore, Nitsch and 
Schumacher discovered empirically that when a country is subject to constant terrorist attacks, 
then international trade is greatly reduced. The international producers are less willing to trade 
because there is an increase in the vulnerability of the products. Terrorist organizations may 
target an attack directly on supply chains or particular transportation modes. Overall, if a country 
has one major transnational attack, then international trade will in the short-run be greatly 
reduces; and, if a country experiences many minor transnational attacks, then the country will 
have constantly low international trade levels.   
 Additionally, transnational terrorist attacks affect a country’s foreign direct investment 
and portfolio investment. Terrorist attacks increase the cost of doing business because it 
increases profit uncertainty. As uncertainty increases, the expected return to investment is 
reduced (Abadie & Gardeazabal, 2007). Therefore, investors typically seek less violence-prone 
countries (Sandler & Gaibulloev, Growth Consequences of Terrorism in Western Europe, 2008). 
Specifically, if regions are prone to terrorist attacks targeting infrastructure, then an investor in 
construction will not chose that region. Overall, transnational terrorist attacks increase the risk of 
conducting business in a country which, in turn, harms economic development.  
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Research Design 

 

Hypotheses 

 

The purpose of this study is to empirically assess whether economic globalization 
increases or decreases transnational terrorist attacks. The analysis separates the positive and 
negative effects in order to identify the relationship between economic globalization and 
transnational terrorism. Furthermore, this study tests whether or not the “new” form of terrorism 
has a stronger relationship. 

 
Hypothesis 1: A country’s economic integration into the world economy in terms of 
trade, foreign direct investment, and portfolio investmenthas a positive effect on the 
number of transnational terrorist attacks within its borders.  
Hypothesis 2: A country’s level of economic development decreases the number of 
transnational terrorist attacks within its borders. 
Hypothesis 3: A country’s top economic partner’s economic development decreases the 
number of transnational terrorist attacks within its borders. 
Hypothesis 4: Following the evolution of “new” terrorism, economic globalization has a 
stronger effect on the number of transnational terrorist attacks within a country’s borders. 
 

Pooled Time Series Regression Analysis 

 

 A pooled time-series analysis is useful when comparing cross-sections over time (also 
known as panel variables). The unit of analysis is country and year. More specifically, it focuses 
on 160 countries from 1968 to 2014. The test is a multivariate negative binomial regression that 
accounts for heteroskedasticity and autocorrelation by estimating the robust standard errors for 
the different countries. The multivariate negative binomial regression is used because the 
dependent variable is measured as a count variable. In addition, the multivariate negative 
binomial regression does not require the restriction that the mean and variance of the sample 
must equal. In addition, and the variable being tested is a count variable. In the equation below, 
the dependent variable is defined as the number of transnational terrorist attacks a country 
experiences next year. The independent variables, the x’s, are the variables of interest and 
relevant control variables. The variables of interest are trade, foreign direct investment (FDI), 
portfolio investment, economic development, and partners’ development. 
 

E(y│� , � ,…,��) = exp(� +� � +…+����) 
 
Dependent Variable 

 

The dependent variable is the number of transnational terrorist attacks within a particular 
country per year. This value is leaded before the independent variables to account for the time 
effect. Therefore, the dependent variable identifies how the conditions of a country one year 
affect the amount of transnational terrorist attacks the following year.  

The data is gathered from the International Terrorism: Attributes of Terrorist Events 
(ITERATE) database. In order to test how the effect of “new” terrorism influences Li and 
Schaub’s analysis, I must replicate all of their variables. Therefore, I had initially selected the 
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ITERATE database to account for the transition from “old” terrorism to “new” terrorism. 
However, I did not revise the variable when I improved the analysis because the ITERATE 
database is currently the best database for accurately measuring transnational terrorist attacks. 
According to Ivan Sascha Sheehan’s analysis, of the five predominate terrorist databases, 
International Terrorism: Attributes of Terrorist Events, Rand Database of Worldwide Terrorism 
Incidents, Global Terrorism Database, World Incident Tracking System, and Terrorism in 
Western Europe: Events Data,the ITERATE database was the most accurate for collecting data 
on the number of transnational terrorist attacks within a country. It uses primary, secondary, and 
tertiary sources to maintain accurate data. It collects data from both national and international 
sources in order to resolve the bias of government-controlled news reports (Sandler, 1995). 
Similar to Li and Schaub’s study, I have categorized these attacks in respect to only their initial 
location because the ending location is typically influenced by external factors not related to the 
terrorist organization’s original motives.  

Additionally, dependent variables that account for the transnational terrorist attacks 
before and after September 11, 2001 are generated for hypothesis 4.  Hypothesis 4 tests how the 
change in the nature of terrorism affects the results of the analysis. I hypothesize that the pre 
September 11, 2001 variable will be statistically significant. Pre September 11, 2001,accounts 
for all transnational terrorist attacks that occurred on or before 2001. It is analyzed in comparison 
to the transnational terrorist attacks that occurred after 2001. 

 
Independent Variables 

 

The independent variables in my analysis are trade, foreign direct investment, portfolio 
investment, economic development, and partner’s economic development. Trade, foreign direct 
investment, and portfolio investment test hypothesis 1. These variables reflect the cross-border 
flow of gods and services, production capital, and financial capital (Li & Schaub, 2004). 
Economic development tests hypothesis 2 and partner’s economic development tests hypothesis 
3. Hypotheses 2 and 3 account for the indirect negative effects of economic globalization.Both 
economic development and the partner’s economic development variables are predicted to have 
negative coefficients.  
 Trade is measured as the sum of exports and imports of goods and services measured as a 
percent of gross domestic product (GDP). The measures come from the World Bank’s World 
Development Indicators.  
 Foreign direct investment (FDI) is defined as the “net inflows of investment to acquire a 
lasting management interest (10 percent or more of voting stock) in an enterprise operating in an 
economy other than that of the investor. It is the sum of equity capital, reinvestment of earnings, 
other long-term capital, and short-term capital as shown in the balance of payments” (World 
Bank, 2015). It is measured by the amount of net inflows (new investment inflow less 
disinvestment) in the reporting economy from foreign investors and divided by the gross 
domestic product (GDP). The World Bank records this percent in the World Development 
Indicators.  
 Portfolio investment is measured as the sum of equity securities and debt securities 
divided by the gross domestic product (GDP). This value is collected from the World Bank’s 
Economic Development Indicators.  
 Economic development is measured as the natural log of the gross domestic product 
(GDP) per capita based on purchasing power parity (PPP). It is collected from the World Bank’s 
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Economic Development Indicators. The values are based on the 2011 International Comparison 
Program round. Some of the values were missing from 1968 to 2014; therefore, I later revised 
this variable to the natural log of the gross domestic product (GDP) per capita in current U.S. 
dollars.  
 Partner development is measured by taking the average of a country’s top eight trading 
partners’ gross domestic product (GDP) per capita, PPP logged. The top eight destination 
countries of a country’s exports are determined by the International Monetary Fund’s Direction 
of Trade Statistics from 2014. Once again, when the analysis is revised partner development is 
measured from the average of a country’s top eight trading partners’ gross domestic product 
(GDP) per capita in U.S. dollars logged. Partner development helps capture how economic 
interdependence affects the amount of transnational terrorist attacks a country may experience.   

Note, although trade, foreign direct investment, portfolio investment, economic 
development and partner’s economic development were all gathered the same way as the 
variables in Li and Schaub’s analysis, the values are slightly different.  

 
Control Variables 

 

In this analysis I have control for population size, democracy, government capability, 
past incidents, conflict, region, and income inequality. 
 Population size is the natural log of all of the residents within a country regardless of 
legal status or citizenship. It is recorded from the World Bank’s World Development Indicators. 
This value is logged in order to maintain the same unit of measurement for all of the variables. 
Empirically, transnational terrorist attacks are more likely in countries with greater populations 
(Freytag, Kruger, Meierrieks, & Schneider, 2011). Theoretically, a large population has the 
potential to create ethnic tensions and other demographic stress; additionally, a larger population 
demands a greater amount of policing (Freytag, Kruger, Meierrieks, & Schneider, 2011).  
 Democracy is determined by the POLITY IV Project which measures a country’s level of 
democracy on a scale from -10 to 10. These scores can be converted to regime types: autocracies 
-10 to -6, anocracies -5 to 5, and democracies 6 to 10. In an empirical analysis by Eyerman, he 
found that established democracies experience the fewest terrorist attacks but newly formed 
democracies experience the most terrorist attacks. Li investigated the effect of a democratic 
government on the amount of transnational terrorist attacks within a country. He identified 
certain causal mechanisms that either increase or decrease transnational terrorism. In theory, 
democracies reduce public grievances by allowing potential terrorist to use democratic 
participation to seek nonviolent and legal resolutions. On the other hand, democracies can also 
facilitate terrorism. Democracies allow for “freedom of speech, movement, and association, 
permitting parochial interests to get organized and reducing the costs of conducting terrorist 
activities” (Li, Does Democracy Promote or Reduce Transnational Terrorist Incidents?, 2005). 
Additionally, the institutional checks and balances established in democracies have the potential 
to create political deadlock. Therefore, I have controlled for the possible institutional 
mechanisms that either promote or discourage transnational terrorism.  

In Li and Schaub’s analysis, they defined government capability 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.” The stronger a government is at 
combating terrorism, the less likely a terrorist organization will be willing to deploy an attack on 
that country. Strong governments increase a terrorist organization’s cost of deploying an attack 
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because it increases the probability of retribution and the costs of punishment. On the other hand, 
in states with unstable governments, terrorist organizations are able to maintain security because 
the government does not have the resources to combat terrorism (Brafman Kittner, 2007). 
Instead of combining the variables into one single representative variable, I have separated each 
variable individually to determine how a government’s population size, GDP per capita, GDP 
per unit of energy use, percentage of the population in the armed forces, and military expenditure 
as a percentage of GDP. All of these variables can be found at the World Bank’s World 
Development Indicators database. Overall, I have controlled for the factors that may prevent 
transnational terrorist attacks or provide a safe haven for terrorist organizations.  
 Past incidents are denoted as the amount of transnational terrorist attacks within a 
country from the previous year. This variable controls for the occurrence of persistent or lack of 
persistent transnational terrorist attacks. Some terrorist organizations may target a specific 
country. Terrorist organizations can receive a greater benefit by deploying attacks in one country 
as opposed to multiple countries. Specifically targeting one country can increase the threat of the 
terrorist organization. In return, the political, ideological, or religious aims of the group may 
have a greater chance of being met. Furthermore, in 1980 Midlarsky, Crenshaw, and Yoshida, 
found that terrorist organizations may be motivated to attack a specific country after it has been 
attacked by a different terrorist organization. Therefore, by controlling for the amount of 
transnational terrorist attacks that occurred in a country the year before, I am able to test the 
effect of an increase or decrease in transnational terrorist attacks.  
 Conflict accounts for if a country is currently in an armed interstate conflict. Conflict may 
increase the amount of transnational terrorist attacks that a country experiences. For one, when 
states are fighting interstate wars, the foreign enemy may use transnational terrorism to attack the 
state domestically. Additionally, terrorist organizations who are not concerned with the interstate 
war may have an incentive to attack a country when it is involved in a conflict because the cost 
of deploying an attack is less. The government is less able to combat a terrorist attack because a 
portion of its resources are used for the war. Therefore, I have controlled for conflict by 
classifying countries that are currently in an armed conflict as 1 and the countries that are not in 
an armed conflict as a 0. The armed conflicts are determined by Gleditsch, Wallensteen, 
Eriksson, Sollenberg, and Strand’s “Armed Conflicts 1946-2001” dataset.  
 Geographically and demographically, some regions experience higher amounts of 
transnational terrorist attacks than other regions. Therefore, the regions are controlled for by 
coding each country with its location: Middle East, Europe, Asia, America, and Africa.If a 
country is found in one of the regions, then it is given a 1; if a country is not found in the region, 
then it is given a 0. When testing the analysis, the Middle East is excluded to serve as a 
comparison to the other regions.  
 
Regression Results 

 

Model 1 is the baseline test. Model 2, 3, and 4 examine whether or not there is 
multicollinearity among trade, foreign direct investment, portfolio investment, economic 
development, and partners’ economic development. Model 2 excludes foreign direct investment; 
Model 3 excludes trade; Model 4 excludes economic development and partners’ economic 
development. Model 5 tries to discover causation between economic globalization and 
transnational terrorism. However, I will not be replicating Model 5 due to concerns about the 
validity of the instrument. Model 6 controls for whether or not the effect of economic 
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development differs in a developed country than in a developing country. In order to characterize 
the countries, a developed country is defined as a country within the Organization of Economic 
Cooperation and Development (OECD). If a country is part of the OECD, then it is coded as 1; if 
a country is not part of the OECD, then it is coded as 0. Furthermore, interaction variables are 
created between the OECD dummy and economic development as well as the OECD dummy 
and partners’ economic development. The two interaction variables capture the additional effect 
of being an OECD country. Lastly, since economic globalization does not always proportionally 
improve everyone’s income in a state, Models 7 and 8 are used to control for income 
inequality.Income inequality is reported from the statistical dispersion of a country’s income 
distribution recoded as the Gini coefficient from Deininger and Squire’s Measuring Income 
Inequality Database (1996). Deininger and Squire calculate the Gini coefficient based off of 
national surveys. It ranges from 0 to 100. A Gini coefficient of 0 means there is perfect equality 
and larger Gini coefficients indicate greater inequality. Since the national surveys are not done 
for every country every year, there are many missing Gini coefficients. Model 7 estimates the 
missing values by interpolating the recorded values with GDP per capita (PPP) and GDP per 
capita (PPP) squared. The estimated values are only used for the missing values. On the other 
hand, Model 8 fills the missing values with the Gini coefficient that was previously available. 
Model 8 assumes that the income inequality remains fairly stable over time.  

Note that every test has a high Wald test and is statistically significant at the 1% level.  
 
Table 1: Replication of Li and Schaub’s Analysis Part 1 
 

 Model 1 - 

Li and 

Schaub 

Model 1 - 

Replication 

Model 2 

- Li and 

Schaub 

Model 2 - 

Replication 

Model 3 - 

Li and 

Schaub 

Model 3 - 

Replication 

Model 4 

- Li and 

Schaub 

Model 4 - 

Replication 

Trade -0.000793 0.000071 -0.00020 0.000616     -0.00062 -0.00083 

 (-0.475) -0.0318 (-0.132) -0.337    (-0.356) (-0.390) 

FDI 0.0189 0.0166    0.0157 0.0205 -0.00659 0.0177 

 -0.798 -0.494    -0.703 -0.768 (-0.251) -0.547 

Portfolio -0.0176 -0.0473 -0.0191 -0.0408 -0.0169 -0.0472 -0.0208 -0.031 

 (-0.973) (-0.785) (-1.095) (-0.666) (-0.940) (-0.799) (-1.133) (-0.517) 

Economic 
Development 

-0.215** 0.0281 -0.204** 0.0328 -0.215** 0.0285    

 (-2.159) -0.375 (-2.092) -0.434 (-2.153) -0.388    

Partners' 
Development 

-0.644* -0.555*** -0.623* -0.533*** -0.628* -0.561***    

 (-1.933) (-2.936) (-1.931) (-2.814) (-1.905) (-3.013)    

Size 0.341*** 0.355*** 0.340*** 0.362*** 0.350*** 0.357*** 0.30*** 0.310*** 

 -6.124 -5.705 -6.304 -5.88 -6.759 -6.861 -5.345 -5.173 

Democracy 0.043*** 0.0296*** 0.043*** 0.0334*** 0.043*** 0.0301*** 0.035*** 0.0249*** 

 -4.093 -3.533 -4.178 -4.027 -4.15 -3.596 -3.346 -2.874 

Government 
Capability 

0.631***  0.615***  0.627***  0.42***  

 -5.097  -5.065  -5.128  -3.64  

Armed Forces   0.295***   0.270***   0.298***   0.342*** 

   -3.114   -2.732   -3.153   -3.619 
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Energy   0.0672***   0.0695***   0.0679***   0.0622*** 

   -4.021   -4.131   -4.109   -3.665 

Military 
Expenditure 

  0.0154***   0.0156***   0.0155***   0.0156*** 

   -2.643   -2.763   -2.706   -2.711 

Past Incidents 0.020*** 0.0168*** 0.020*** 0.0169*** 0.020*** 0.0168*** 0.02*** 0.0179*** 

 -4.839 -3.899 -4.877 -3.969 -4.854 -3.94 -4.828 -4.425 

Conflict 0.107 0.588*** 0.107 0.608*** 0.112 0.590*** 0.114 0.588*** 

 -0.843 -4.795 -0.848 -4.821 -0.874 -4.811 -0.852 -4.375 

Europe -0.24 0.661*** -0.24 0.573*** -0.243 0.659*** -0.291 0.584*** 

 (-1.018) -3.097 (-1.044) -2.634 (-1.036) -3.104 (-1.261) -2.62 

Asia -1.051*** -0.480* -1.04*** -0.519* -1.06*** -0.483* -0.93*** -0.388 

 (-3.529) (-1.778) (-3.587) (-1.916) (-3.603) (-1.832) (-3.155) (-1.374) 

America -0.405* 0.183 -0.390* 0.152 -0.391* 0.175 -0.327 0.402* 

 (-1.706) -0.751 (-1.684) -0.64 (-1.676) -0.736 (-1.432) -1.698 

Africa -1.176*** -0.620** -1.14*** -0.567* -1.17*** -0.615** -0.95*** -0.331 

 (-4.374) (-2.119) (-4.365) (-1.910) (-4.394) (-2.105) (-4.302) (-1.229) 

Constant 2.563 -0.879 2.324 -1.255 2.248 -0.857 -3.86*** -5.011*** 

 -0.88 (-0.542) -0.815 (-0.782) -0.806 (-0.543) (-4.140) (-4.629) 

Observations 1,996 1,963 2,014 2,006 2,011 1,986 2,011 1,963 

Dispersion = 1 5.12 4.543 5.08 4.542 5.10 4.499 5.25 4.725 

Wald Test 
(X^2)  

636.5*** 1177.1*** 603.6*** 1113.7*** 637.6*** 1107.46*** 566.5*** 1175.4*** 

Note: Robust z statistics, adjusted over countries, in parentheses. FDI = foreign direct 
investment; OECD = Organization of Economic Cooperation and Development.  
*Significance at the 10% level. **Significance at the 5% level. ***Significance at the 1% level. 
 

Table 1: Replication of Li and Schaub’s Analysis Part 2 
 

 Model 6 - 

Li and 

Schaub 

Model 6 - 

Replication 

Model 7 - 

Li and 

Schaub 

Model 7 - 

Replication 

Model 8 - 

Li and 

Schaub 

Model 8 - 

Replication 

Trade -0.000975 -0.00003 -0.000593 0.00132 -0.00249 0.000538 

 (-0.595) (-0.0148) (-0.357) -0.483 (-1.283) -0.192 

FDI 0.0238 0.0133 0.0204 0.013 0.0351 -0.0348 

 -1.042 -0.401 -0.869 -0.306 -0.986 (-0.841) 

Portfolio -0.022 -0.0472 -0.0177 -0.0357 -
0.0502*** 

0.0448 

 (-1.268) (-0.758) (-0.998) (-0.367) (-3.271) -0.46 

Economic Development -0.187 0.0534 -0.13 0.0571 -0.293** 0.0259 

 (-1.281) -0.535 (-1.064) -0.562 (-2.365) -0.299 

Partners' Development -0.725* -0.470** -0.640* -0.705*** -0.799* -0.936*** 

 (-1.895) (-2.507) (-1.885) (-3.148) (-1.936) (-3.760) 

Size 0.347*** 0.344*** 0.351*** 0.414*** 0.352*** 0.399*** 
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 -5.853 -5.54 -5.868 -5.359 -4.422 -6.03 

Democracy 0.035*** 0.0306*** 0.044*** 0.0496*** 0.045*** 0.0321*** 

 -2.943 -3.287 -4.218 -3.566 -4.03 -3.22 

Government Capability 0.610***  0.571***  0.658***   

 -4.353  -4.173  -4.326   

Armed Forces   0.263**   0.219   0.413*** 

   -2.34   -1.597   -4.521 

Energy   0.0658***   0.0630***   0.0704*** 

   -3.765   -2.957   -3.046 

Military Expenditure   0.0150***   0.0117   0.0523*** 

   -2.587   -1.637   -4.539 

Past Incidents 0.020*** 0.0168*** 0.020*** 0.0134*** 0.012*** 0.0153*** 

 -4.402 -3.692 -4.846 -2.931 -4.764 -3.619 

Conflict 0.108 0.609*** 0.111 0.602*** 0.0636 0.608*** 

 -0.833 -4.834 -0.94 -3.473 -0.563 -4.707 

Europe -0.359 0.741*** -0.0904 0.00777 -0.0622 0.588*** 

 (-1.576) -3.021 (-0.330) -0.0345 (-0.213) -2.671 

Asia -1.012*** -0.479 -0.889*** -1.068*** -1.034*** -0.594** 

 (-3.229) (-1.545) (-2.750) (-3.545) (-3.843) (-2.372) 

America -0.295 0.173 -0.414* -0.446 -0.595*** -0.0555 

 (-1.154) -0.622 (-1.764) (-1.433) (-2.683) (-0.189) 

Africa -1.12*** -0.577* -1.214*** -0.845*** -1.367*** -0.732** 

 (-3.775) (-1.747) (-4.658) (-2.871) (-5.491) (-2.395) 

OECD x Economic 
Development 

-0.830** -0.0722        

 (-1.996) (-0.334)        

OECD x Partners' 
Development 

0.411 -0.369        

 -0.928 (-0.806)        

OECD 4.134** 4.069        

 -1.992 -0.972        

Income Inequality    0.0196 -0.000588 0.0223* 0.00407 

    -1.28 (-0.0485) -1.695 -0.367 

Constant 2.747 -1.67 0.881 -0.154 3.698 1.74 

 -0.79 (-0.902) -0.259 (-0.0768) -1.013 -0.779 

Observations 1,996 1,963 1,992 946 1,232 1,277 

Dispersion = 1 4.98 4.527 5.11 4.723 5.93 4.912 

Wald Test (X^2)  912.8*** 1209.31*** 610.1*** 1152.0*** 848.2*** 1899.17*** 

Note: Robust z statistics, adjusted over countries, in parentheses. FDI = foreign direct 
investment; OECD = Organization of Economic Cooperation and Development.  
*Significance at the 10% level. **Significance at the 5% level. ***Significance at the 1% level. 
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Table 1 displays how accurately I was able to replicate Li and Schaub’s findings. It 
involves 112 countries from 1975 to 1997. There are a number of reasons why the results are not 
exactly the same. For one, my measures for trade, foreign direct investment, portfolio 
investment, economic development, and partners’ economic development did not exactly match 
the values in Li and Schaub’s analysis even though we both collected our data from the World 
Bank’s World Development Indicators database. Furthermore, I discovered a large number of 
values were missing from the sources Li and Shaub used for their analysis. Therefore, I 
estimated the missing values by interpolating the recorded data. Partners’ economic 
development, armed forces, energy, and military expenditure are interpolated based off of the 
recorded values, natural log of GDP per capita (PPP), natural log of GDP per capita (PPP) 
squared, country, and year.  On the other hand, economic globalization is a country’s GDP per 
capita, PPP. Therefore, it is interpolated with the recorded values, the natural log of GDP per 
capita in current United States dollars, and the natural log of GDP per capita in current United 
States dollars squared. I used the estimated value for only the missing values.Lastly, our results 
may have differed because Li and Schaub included 34 additional countries for only the years that 
the countries experienced at least one transnational terrorist attack. I excluded these additional 
counties because it largely biased the results.  

Still, for the most part, my replication was fairly similar to Li and Schaub’s analysis. The 
results for trade, foreign direct investment, portfolio investment, size, democracy, government 
capability, past incidents, and income inequality had the same significance and similar 
coefficients. The results differed slightly for economic development, partners’ development, 
conflict, Europe, Asia, America, Africa, income inequality, and OECD measurements. Overall, I 
was able to successfully replicate Li and Schaub’s analysis. 
 Note that I did not replicate Li and Schaub’s Table 2 which excludes the lagged 
dependent variable and year dummies. Li and Schaub discovered that the significance of the 
variables in Table 2 were identical to Table 1. For the remaining of the paper I will not be testing 
Table 2 because my sample has expanded.  
 
Table 2: Time Analysis 
 

 Model 1 Model 2 Model 3 Model 4 Model 6 Model 7 Model 8 

Trade -0.000272 -0.000592   -0.00067 -0.000314 0.000566 -0.000887 

 (-0.145) (-0.332)  (-0.361) (-0.165) -0.256 (-0.356) 

FDI -0.0137  -0.0148 -0.0131 -0.0144 -0.011 -0.0287 

 (-1.082)  (-1.163) (-1.122) (-1.108) (-0.784) (-1.547) 

Portfolio -0.00462*** -0.0050*** -0.0045*** -0.0050*** -0.0039** -0.0044*** -0.00269 

 (-2.990) (-3.068) (-3.094) (-3.012) (-2.459) (-3.483) (-1.148) 

Economic 
Development 

0.0197 0.0241 0.0133  0.0401 0.0724 0.0642 

 -0.288 -0.351 -0.197  -0.457 -0.94 -0.806 

Partners' 
Development 

-0.334** -0.311** -0.347**  -0.296* -0.394** -0.605** 

 (-2.119) (-2.002) (-2.208)  (-1.911) (-2.234) (-2.478) 

Size 0.341*** 0.340*** 0.347*** 0.319*** 0.333*** 0.403*** 0.346*** 

 -6.846 -6.846 -7.777 -6.634 -6.69 -7.11 -5.957 
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Democracy 0.0372*** 0.0399*** 0.0376*** 0.0350*** 0.0351*** 0.0415*** 0.0299*** 

 -4.118 -4.509 -4.281 -3.933 -3.388 -3.174 -2.703 

Armed Forces 0.223** 0.212** 0.217** 0.251** 0.194* 0.154 0.17 

 -2.199 -2.121 -2.248 -2.553 -1.748 -1.263 -1.011 

Energy 0.00838** 0.00769* 0.00832** 0.00683* 0.00827** 0.00657 0.00647 

 -2.08 -1.911 -2.112 -1.726 -2.042 -1.397 -1.216 

Military 
Expenditure 

0.00744 0.0082 0.00733 0.00809 0.00735 0.00997 0.116*** 

 -1.342 -1.511 -1.322 -1.465 -1.303 -1.427 -2.965 

Past Incidents 0.0175*** 0.0177*** 0.0176*** 0.0180*** 0.0173*** 0.0153*** 0.0172*** 

 -5.105 -5.187 -5.14 -5.335 -4.767 -4.315 -4.963 

Conflict 0.584*** 0.592*** 0.574*** 0.585*** 0.599*** 0.637*** 0.534*** 

 -4.351 -4.361 -4.272 -4.408 -4.375 -3.8 -3.607 

Europe 0.0688 -0.000724 0.0403 0.06 0.12 -0.492** 0.174 

 -0.338 (-0.00359) -0.202 -0.292 -0.564 (-2.074) -0.709 

Asia -0.853*** -0.885*** -0.892*** -0.820*** -0.816*** -1.285*** -0.803*** 

 (-3.416) (-3.600) (-3.782) (-3.211) (-2.951) (-4.185) (-3.179) 

America -0.22 -0.26 -0.252 -0.0862 -0.197 -0.797*** -0.412 

 (-1.162) (-1.386) (-1.323) (-0.478) (-0.877) (-3.258) (-1.576) 

Africa -1.004*** -0.985*** -1.042*** -0.794*** -0.951*** -1.078*** -0.974*** 

 (-4.185) (-4.193) (-4.341) (-3.750) (-3.488) (-3.942) (-3.890) 

OECD x 
Economic 
Development 

    -0.0898   

     (-0.544)   

OECD x 
Partners' 
Development 

    -0.231   

     (-0.668)   

OECD     3.07   

     -1.112   

Income 
Inequality 

     0.00312 0.0115 

      -0.911 -1.169 

Constant -1.849 -1.995 -1.739 -4.450*** -2.289 -2.282 -0.377 

 (-1.280) (-1.400) (-1.203) (-5.068) (-1.445) (-1.430) (-0.165) 

Observations 3,960 4,025 4,009 3,960 3,960 2,725 2,668 

Dispersion = 1 4.83 7.794 4.849 4.908 4.797 4.654 5.1 

Wald Test 
(X^2)  

2199.11*** 2138.48*** 2097.51*** 2321.37*** 2522.9*** 3952.76*** 3365.8*** 

Note: Robust z statistics, adjusted over countries, in parentheses. FDI = foreign direct 
investment; OECD = Organization of Economic Cooperation and Development.  
*Significance at the 10% level. **Significance at the 5% level. ***Significance at the 1% level. 
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Table 2 shows how the larger sample affects the results. It tests 160 countries (see 
appendix A) from 1968 to 2014 using Li and Schaub’s variables. The missing values for 
economic development, partners’ economic development, armed forces, energy, and military 
expenditure are interpolated the same way as in Table 1. However, now conflict is interpolated 
as well. Gleditsch, Wallensteen, Eriksson, Sollenberg, and Strand’s database for armed conflict 
reports data up to 2001. Therefore, the missing values for conflict are interpolated using the 
recoded values, natural log of GDP per capita United States dollars, natural log of GDP per 
capita United States dollars squared, country, and year.  

According to Model 1, trade, foreign direct investment, and portfolio investment have 
negative coefficients. This implies that countries with more trade, foreign direct investment, 
and/or portfolio investment are less likely to experience transnational terrorist attacks. Likewise 
to Li and Shaub’s analysis, trade and foreign direct investment are not statistically significant 
from 0. On the other hand, the larger sample does reveal that a country’s portfolio investment is 
statistically significant at the 1% level in determining how much transnational terrorist attacks a 
country will experience. In accordance to the larger sample and time period, Hypothesis 1 is only 
correct in respect to the amount of portfolio investment a country receives.   

In regards to economic development, Model 1 now suggests that a country’s economic 
development is no longer statistically significant while the top trading partners’ economic 
development is negative and now statistically significant at the 5% level. If the average GDP per 
capita of a country’s top eight trading partners increases by 1%, then the country is expected to 
experience 0.334 less terrorist attacks next year. Therefore, Model 1 no longer supports 
Hypothesis 2 but does support Hypothesis 3.  

Furthermore, the controls for size and democracy remain positive and statistically 
significant with the larger sample size. However, the controls for government capability have 
decreased in significance. More specifically, the amount of military expenditure no longer has a 
statistical significance in the test. The controls for past incidents and conflict remain positive and 
significant. In respect to the regions in comparison to the Middle East, Europe drastically loses 
statistical significance, Asia continues to have a significant negative effect on transnational 
terrorism, America remains statistically insignificant, and Africa remains negative and 
statistically significant. Overall, Model 1 shows that the test has been improved with the larger 
sample. 

As for the remaining models, Models 2, 3, and 4 confirm that the variables for economic 
globalization do not have multicollinearity when the sample is expanded. The estimated 
coefficients are consistent with Model 1. Model 6 reveals that the larger sample still does not 
show evidence to suggest that economic development effects developed countries differently 
from developing countries. The dummy and interaction variables are all statistically 
insignificant. Finally, both Models 7 and 8 reveal that income inequality as measured by the Gini 
coefficient is not statistically significant in determine how many transnational terrorist attacks a 
country will experience the following year. Overall, the most profound result of the time analysis 
was that portfolio investment is now statistically significant and has a negative effect on 
transnational terrorism. As a result, Hypothesis 4 is partially confirmed. Economic globalization, 
in respect to portfolio investment, now has a greater effect on determining the amount of 
transnational terrorist attacks within a country. 
 
 
 



The Effect of Economic Globalization on Transnational Terrorism Parks 26 
 

Table 3: Updated and Revised Analysis Part 1 
 

 Model 1 - 

Revised 

Model 1 - 

Adjusted 

Model 2 - 

Revised 

Model 2 - 

Adjusted 

Model 3 - 

Revised 

Model 3 - 

Adjusted 

Model 4 - 

Revised 

Model 4 - 

Adjusted 

Trade -0.000709 0.000719 -0.00156 -0.000186   -0.00083 0.000604 

 (-0.397) -0.464 (-0.921) (-0.125)   (-0.463) -0.372 

FDI -0.0265** -0.0268**   -0.0285** -0.0249** -0.0254** -0.0259** 

 (-2.349) (-2.388)   (-2.532) (-2.120) (-2.355) (-2.543) 

Portfolio -0.00728*** -0.00697*** -0.00754*** -0.00709*** -0.00719*** -0.00683*** -0.00713*** -0.007*** 

 (-3.778) (-3.859) (-3.013) (-2.877) (-3.894) (-3.736) (-3.609) (-3.428) 

Economic 
Development 

0.0285 0.0365 0.0353 0.0452 0.024 0.035   

 -0.644 -0.913 -0.798 -1.133 -0.538 -0.882   

Partners' 
Development 

-0.114 -0.233*** -0.0919 -0.226*** -0.122 -0.233***   

 (-1.221) (-2.938) (-1.010) (-2.893) (-1.304) (-2.957)   

Size 0.310*** 0.319*** 0.305*** 0.313*** 0.321*** 0.311*** 0.304*** 0.302*** 

 -6.425 -6.502 -6.354 -6.459 -7.431 -7.322 -6.433 -6.137 

Democracy 0.0308*** 0.0333*** 0.0315*** 0.0346*** 0.0317*** 0.0332*** 0.0312*** 0.036*** 

 -3.64 -3.824 -3.864 -4.102 -3.85 -3.901 -3.723 -4.004 

Armed Forces 0.206** 0.0676 0.199** 0.0638 0.194** 0.0656 0.227** 0.0934 

 -2.173 -0.845 -2.114 -0.817 -2.202 -0.824 -2.388 -1.177 

Energy 0.00795* 0.0175* 0.00734* 0.0164* 0.00773* 0.0185* 0.00707* 0.0141 

 -1.899 -1.803 -1.754 -1.653 -1.866 -1.885 -1.752 -1.302 

Military 
Expenditure 

0.0111** 0.00969 0.0123** 0.0108 0.0110** 0.0101 0.0112** 0.0107* 

 -2.051 -1.42 -2.299 -1.587 -2.024 -1.492 -2.122 -1.657 

Past Incidents 0.0163*** 0.0164*** 0.0165*** 0.0167*** 0.0163*** 0.0165*** 0.0166*** 0.017*** 

 -4.25 -4.425 -4.363 -4.542 -4.257 -4.416 -4.412 -4.558 

Conflict 0.637*** 0.663*** 0.649*** 0.674*** 0.628*** 0.650*** 0.626*** 0.647*** 

 -4.866 -5.247 -4.948 -5.319 -4.795 -5.123 -5.016 -5.175 

Europe 0.0709 0.0206 0.00485 -0.0498 0.0366 0.000822 0.0445 -0.137 

 -0.347 -0.109 -0.0242 (-0.272) -0.184 -0.00439 -0.22 (-0.752) 

Asia -0.747*** -0.927*** -0.762*** -0.937*** -0.798*** -0.940*** -0.782*** -0.985*** 

 (-3.055) (-4.071) (-3.197) (-4.168) (-3.457) (-4.287) (-3.160) (-4.080) 

America -0.12 -0.266 -0.157 -0.321* -0.154 -0.302* -0.0722 -0.271* 

 (-0.664) (-1.507) (-0.891) (-1.857) (-0.845) (-1.700) (-0.418) (-1.659) 

Africa -0.856*** -1.083*** -0.828*** -1.066*** -0.890*** -1.104*** -0.812*** -1.073*** 

 (-3.886) (-5.562) (-3.842) (-5.581) (-4.048) (-5.572) (-3.854) (-5.948) 

Pre 9/11 0.309** 0.385*** 0.336*** 0.415*** 0.295** 0.357*** 0.294** 0.380*** 

 -2.557 -2.877 -2.754 -3.032 -2.54 -2.709 -2.47 -2.951 

Year -0.0314*** -0.0195** -0.0329*** -0.0196** -0.0310*** -0.0195** -0.0369*** -0.029*** 

 (-4.522) (-2.533) (-4.811) (-2.553) (-4.446) (-2.550) (-8.116) (-4.482) 
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Constant 58.46*** 35.40** 61.21*** 35.53** 57.57*** 35.65** 68.67*** 53.76*** 

 -4.382 -2.339 -4.66 -2.352 -4.308 -2.358 -7.691 -4.11 

Observations 3,960 3,960 4,025 4,025 4,009 4,009 3,960 3,960 

Dispersion = 
1 

5.301 5.261 5.271 5.225 5.328 5.2789 5.313 5.383 

Wald Test 
(X^2) 

1224.01*** 1314.9*** 1192.03*** 1265.87*** 1182.32*** 1249.55*** 1208.3*** 1101*** 

Note: Robust z statistics, adjusted over countries, in parentheses. FDI = foreign direct 
investment; OECD = Organization of Economic Cooperation and Development.  
*Significance at the 10% level. **Significance at the 5% level. ***Significance at the 1% level. 
 
Table 3: Updated and Revised Analysis Part 2 
 

 Model 6 - 

Revised 

Model 6 - 

Adjusted 

Model 7 - 

Revised 

Model 7 - 

Adjusted 

Model 8 - 

Revised 

Model 8 - 

Adjusted 

Trade -0.00062 0.000851 -0.000744 0.000723 -0.0011 0.000308 

 (-0.341) -0.472 (-0.422) -0.467 (-0.460) -0.154 

FDI -0.0274** -0.0269** -0.0266** -0.0267** -0.0493*** -0.0426** 

 (-2.468) (-2.437) (-2.303) (-2.388) (-2.746) (-2.570) 

Portfolio -0.00713*** -0.00701*** -0.00750*** -0.00699*** -0.00633*** -0.00632*** 

 (-3.992) (-3.929) (-3.644) (-3.846) (-2.627) (-3.943) 

Economic 
Development 

0.0151 0.00118 0.0306 0.0369 0.0532 0.0594 

 -0.223 -0.0185 -0.694 -0.911 -1.02 -1.328 

Partners' 
Development 

-0.0925 -0.218** -0.108 -0.232*** -0.102 -0.144 

 (-0.965) (-2.435) (-1.165) (-2.923) (-0.839) (-1.405) 

Size 0.301*** 0.313*** 0.312*** 0.319*** 0.294*** 0.324*** 

 -6.357 -6.438 -6.336 -6.578 -4.929 -5.335 

Democracy 0.0283*** 0.0310*** 0.0299*** 0.0333*** 0.0173* 0.0193* 

 -2.936 -3.237 -3.559 -3.828 -1.758 -1.911 

Armed Forces 0.182* 0.0606 0.216** 0.0678 0.0932 -0.143 

 -1.856 -0.773 -2.278 -0.849 -0.544 (-0.873) 

Energy 0.00790* 0.0180* 0.00688* 0.0175* 0.0046 0.0178* 

 -1.849 -1.883 -1.688 -1.801 -0.843 -1.922 

Military 
Expenditure 

0.0104* 0.00976 0.0121** 0.00971 0.151*** 0.185*** 

 -1.868 -1.435 -2.259 -1.419 -3.643 -5.425 

Past Incidents 0.0160*** 0.0162*** 0.0164*** 0.0164*** 0.0159*** 0.0164*** 

 -4.099 -4.301 -4.23 -4.411 -4.134 -4.212 

Conflict 0.645*** 0.662*** 0.635*** 0.665*** 0.560*** 0.592*** 

 -4.863 -5.176 -4.848 -5.15 -3.583 -4.057 

Europe 0.0803 0.0291 0.145 0.0244 0.225 0.192 

 -0.384 -0.152 -0.637 -0.124 -0.902 -0.756 

Asia -0.758*** -0.941*** -0.705*** -0.926*** -0.651*** -0.822*** 
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 (-2.834) (-3.651) (-2.764) (-4.031) (-2.615) (-3.455) 

America -0.124 -0.256 -0.132 -0.268 -0.227 -0.236 

 (-0.625) (-1.389) (-0.738) (-1.482) (-0.966) (-1.072) 

Africa -0.874*** -1.110*** -0.875*** -1.082*** -0.792*** -0.946*** 

 (-3.669) (-5.477) (-3.849) (-5.482) (-3.187) (-4.544) 

Pre 9/11 0.332*** 0.389*** 0.305** 0.384*** 0.296** 0.270* 

 -2.764 -2.915 -2.507 -2.845 -2.026 -1.709 

Year -0.0283*** -0.0174** -0.0320*** -0.0196** -0.0256*** -0.0267*** 

 (-3.679) (-2.114) (-4.649) (-2.573) (-2.955) (-2.950) 

OECD x 
Economic 
Development 

0.024 0.0475     

 -0.208 -0.36     

OECD x 
Partners' 
Development 

-0.116 -0.0813     

 (-0.840) (-0.587)     

OECD 0.879 0.411     

 -0.961 -0.355     

Income 
Inequality 

  0.00729 0.00193 0.0161 0.0133 

   -0.9 -0.213 -1.637 -1.352 

Constant 52.35*** 31.25* 59.07*** 35.46** 46.02*** 47.94*** 

 -3.516 -1.937 -4.477 -2.365 -2.73 -2.677 

Observations 3,960 3,960 3,960 3,960 2,668 2,668 

Dispersion = 1 5.289 5.244 5.285 5.262 5.842 5.821 

Wald Test 
(X^2) 

1366.43*** 1399*** 1276.96*** 1492.01*** 1050.16*** 1394.85*** 

Note: Robust z statistics, adjusted over countries, in parentheses. FDI = foreign direct 
investment; OECD = Organization of Economic Cooperation and Development.  
*Significance at the 10% level. **Significance at the 5% level. ***Significance at the 1% level. 
 

Table 3 reports the findings from my updated and revised analysis. It includes 160 
countries (see appendix A) from 1968 to 2014 with more accurate variables. Economic 
globalization is now recoded as the natural log of GDP per capita in United States dollars. It 
reports more values than the natural log of GDP per capita, PPP. As a result, the natural log of 
the average of the top eight trading partners’ GDP per capita is also recorded in United States 
dollars. For the missing values of armed forces, energy, military expenditure, and conflict, the 
recorded values are now interpolated with the natural log of GDP per capita in United States 
dollars, natural log of GDP per capita in United States dollars squared, country, and year. 
Furthermore, the missing values for the Gini coefficient in Model 7 is interpolated using the 
recorded values, the natural log of GDP per capita in United States dollars, natural log of GDP 
per capita in United States dollars squared, country, and year.  

Upon further investigation in the data, it appeared that countries experienced a far greater 
amount of transnational terrorist attacks before 2001 than after 2001 (see Figure 3). The range of 
the amount of transnational terrorist attacks that a country experienced was much smaller from 
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2001 to 2014. Therefore, two new control variables are added to account for the change in 
persistence of transnational terrorist attacks. The variable “Pre 9/11” includes all observations 
from 1968 to 2001. Additionally, the variable “year” is included in order to determine at what 
rate the number of transnational terrorist attacks over time are decreasing. The results for these 
revised variables are reported in the first columns of Table 3. 

In the second columns of Table 3, the adjusted models test for whether or not the 
interpolated variables create multicollinearity. It uses dummy variables for the missing values in 
partners’ development, armed forces, energy, military expenditure, and Gini coefficient. Note 
that conflict is not given a dummy variable. Conflict is missing all values after 2001; therefore, 
the dummy variable is not created for conflict because it would create high multicollinearity. 
After adjusting for interpolation by using dummy variables for the missing values, I found that 
the revised test had accurately reported the results. 

The revised test of Model 1 reveals that foreign direct investment and portfolio 
investment are now negative and statistically significant. The incident rate ratios are then 
predicted in order to examine the practical significance of these variables (see Appendix B). If a 
country experiences a 1% increase in foreign direct investment as a percent of GDP, then the rate 
for transnational terrorist attacks within a country next year is expected to decrease by 0.9734, 
while holding all other variables constant. If a country experiences a 1% increase in portfolio 
investment as a percentage of GDP, then the rate for transnational terrorist attacks within a 
country next year is expected to decrease by 0.9927, while holding all other variables constant. 
On the other hand, economic globalization and partners’ economic globalization does not have a 
statistically significant effect of reducing the amount of transnational terrorist attacks that a 
country experiences.  

Furthermore, the control variables for size and democracy in Model 1 are very similar to 
the results in the previous tests. Both size and democracy are positively and statistically 
significant in adding more transnational terrorist attacks for the following year. According to the 
revised test, if a country’s population increases by 1%, then the rate for transnational terrorist 
attacks within a country next year is expected to increase 1.363, while holding all other variables 
constant. This finding is consistent with current research. In regards to democracy, if a country 
has a 1 point increase in polity score, then the rate for transnational terrorist attacks within a 
country next year is expected to increase 1.03, while holding all other variables constant. In 
regards to practical significance, the increase in attacks is relatively high when a country 
becomes more democratic or increases its population.  

In respect to a government’s capability of combating transnational terrorism, Model 1 
shows that an increase in armed force personal, energy consumption, and military expenditure 
result in an increase in transnational terrorism. The percentage of armed force personal in a 
population is positively statistically significant at the 5% level; the percentage of energy 
consumption as a percentage of GDP is statistically significant at the 10% level; the percentage 
of a country’s GDP spent on military expenditure is statistically significant at the 5% level. 
Theoretically, an increase in government capability may reveal an increase in transnational 
terrorism the following year because a government may be increasing its security. Once a 
government experiences a transnational terrorist attack, the country feels the need to spend 
additional funds on military operations. This theory is further confirmed because the estimated 
coefficient on past incidents is positive and statistically significant. A second rational for the 
government capability variables having a positive effect may be because the government is using 
a portion of its resources on an armed conflict. This theory is exposed in the positive and 
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statistically significant estimated coefficient for conflict. If a country begins to be involved in an 
armed conflict, then the rate for transnational terrorist attacks within a country next year is 
expected to increase 1.89, while holding all other variables constant. 

When controlling for regions, Europe and America do not has a direct effect in promoting 
or preventing transnational terrorism. On the other hand, Asia and Africa have a statistically 
significant negative effect on experiencing a transnational terrorist attack the following year in 
reference to the Middle East. The estimated coefficients for Asia and Africa are both statistically 
significant at the 1% level. Therefore, it can be inferred that countries located in Asia and Africa 
are less likely to experience transnational terrorism than the countries in the Middle East.  

The estimated coefficient for the control variable for observations before September 11, 
2001, is statistically significant at the 1% level. It suggests that the rate for transnational terrorist 
attacks within a country before 2001 is expected to be 1.36 higher than the countries after 2001, 
holding all other variables constant. Furthermore, the statistically significant estimated 
coefficient on the control for year implies that transnational terrorism has been decreasing at a 
rate of 3%. Figure 3 is consistent with the idea that the nature of terrorism has evolved since the 
Cold War era. States no longer support the use of terrorism as a military tactic and discourage 
rebel groups from utilizing it. As a result, there has been a constant decrease in terrorism until 
2001.   
 
Figure 3: Number of Transnational Terrorist Attacks within a Country over Time 
 

 
Source: StataCorp. 2013. Stata Statistical Software: Release 13. College Station, TX: StataCorp 

LP. 
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Models 2, 3, 4, 6, 7, and 8, confirm that the results in Model 1 accurately represent the 

data. Models 2, 3, and 4 test for multicollinearity between the variables used to represent 
economic globalization. Results reveal that there is little variation in the estimated coefficients of 
the economic globalization variables; thus, it can be inferred that there is no multicollinearity 
between the variables. As a result, it can be concluded that Hypothesis 1 is confirmed to the 
extent of foreign direct investment and portfolio investment. However, trade openness does not 
have a statistically significant negative effect on the amount of transnational terrorist attacks that 
a country will experience in the following year. Model 6 once again reveals that there is no 
evidence to suggest that economic development effects developed countries differently from 
developing countries. The dummy and interaction variables are all statistically insignificant. 
Lastly, Models 7 and 8 reveal that an income gap does not facilitate transnational terrorism. This 
finding nullifies the popular belief that poverty induces transnational terrorism. The estimated 
coefficients for income inequality are statistically insignificant. 

 

Conclusion 

 

Summary 

 

The revised and updated analysis reveals that international economic integration now has 
a greater effect on transnational terrorism than it had previously proposed in Li and Schuab’s 
analysis. In fact, foreign direct investment and portfolio investment are statistically significant in 
reducing the amount of transnational terrorist attacks a country experiences in the following year. 
However, results show that trade openness, economic globalization, and partners’ economic 
globalization do not have a direct effect on transnational terrorism. Over the past few years, 
transnational terrorism has evolved its operations to be smaller and more covert. Although the 
persistence of transnational terrorist attacks within countries has declined, transnational terrorism 
has continued to be a global issue. It is important to study which factors may contribute to 
transnational terrorism in order to create policies that are effective in combatting transnational 
terrorism.  

 
Policy Implications 

 

Theoretically, economic globalization has the potential to increase or decrease 
transnational terrorism. My revised an updated analysis shed light on how future 
counterterrorism policies should be structured in order to effectively combat transnational 
terrorism. For one, policymakers must leave the old rational behind that poverty creates 
transnational terrorism. Trade openness, GDP per capita, and income inequality did not have a 
significant effect on the amount of transnational terrorist attacks a country experienced. Instead, 
policy makers should implement policies that incentivize international investment. Empirically, 
the factors of economic globalization reduce transnational terrorism more than it may increase it. 
Foreign direct investment and portfolio investment has a statistically significant effect on 
reducing transnational terrorism.  It provides the crucial internal stability of a country. 
Regardless of a country’s regime type, the strength of the corporations within a country have 
decreased the likelihood that a country is a target of a transnational terrorist attack. It is unknown 
if regions with high foreign direct investment and portfolio investment decrease the probability 
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for future transnational attacks or if regions with terrorist attacks receive less foreign direct 
investment and portfolio investment. Further analysis should be studied to determine how 
policies may be created that decrease the risk of investing in corporations within countries that 
experience transnational terrorism. As new ideologies and issues arise, transnational terrorism 
will continue to persistent. It is our responsibility to determine which policies can decrease the 
success and probability of transnational terrorist attacks. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



The Effect of Economic Globalization on Transnational Terrorism Parks 33 
 

Appendix A 

 
List of Countries 

 
Afghanistan 
Albania 
Algeria 
Angola 
Antigua and Barbuda 
Argentina 
Armenia 
Australia 
Austria 
Azerbaijan 
Bahamas, The 
Bahrain 
Bangladesh 
Barbados 
Belgium 
Benin 
Bolivia 
Bosnia and Herzegovina 
Botswana 
Brazil 
Bulgaria 
Burkina Faso 
Burundi 
Cambodia 
Cameroon 
Canada 
Central African Republic 
Chad 
Chile  
China 
Colombia 
Congo, Rep.  
Costa Rica 
Cote d’Ivoire 
Croatia 
Cuba 
Cyprus 
Czech Republic 
Denmark 
Djibouti 
Dominica 
Dominican Republic 

Ecuador 
Egypt, Arab Rep. 
El Salvador 
Equatorial Guinea 
Eritrea 
Estonia 
Ethiopia 
Estonia 
Fiji 
France 
Gabon 
Georgia 
Germany 
Ghana 
Greece 
Grenada 
Guatemala 
Guinea 
Guyana 
Haiti 
Honduras 
Hong Kong SAR, China 
Hungary 
Iceland 
India 
Indonesia 
Iran, Islamic Rep. 
Iraq 
Ireland 
Israel 
Italy 
Jamaica 
Japan 
Jordan 
Kenya 
Korea, Rep.  
Kosovo 
Kuwait 
Kyrgyz Republic 
Lao PDR  
Latvia 
Lebanon 

Lesotho 
Liberia 
Libya 
Lithuania 
Luxemburg 
Macedonia, FYR 
Madagascar 
Malawi 
Malaysia 
Mali 
Malta 
Mauritania 
Mexico 
Morocco 
Mozambique 
Myanmar 
Namibia 
Nepal 
Netherlands 
New Caledonia 
New Zealand 
Nicaragua 
Niger 
Nigeria 
Norway 
Oman 
Pakistan 
Panama 
Papua New Guinea 
Paraguay 
Peru 
Philippines 
Poland 
Portugal 
Puerto Rico 
Qatar 
Romania 
Russian Federation 
Rwanda 
Saudi Arabia 
Senegal 
Seychelles 
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Sierra Leone 
Singapore 
Solomon Islands 
Somalia 
South Africa 
South Sudan 
Spain 
Sri Lanka 
Sudan 
Suriname 
Swaziland 
Sweden 

Switzerland 
Syrian Arab Republic 
Taiwan, China 
Tajikistan 
Tanzania 
Thailand 
Togo 
Trinidad and Tobago 
Tunisia 
Turkey 
Uganda 
Ukraine 

United Arab Emirates 
United Kingdom 
United States 
Uruguay 
Uzbekistan 
Venezuela, RB 
Vietnam 
Yemen, Rep. 
Zambia 
Zimbabwe
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Appendix B 

 

Incident Rate Ratios 

 

 

Model 1 - 

Revised 

Trade 0.999 

 (-0.397) 

FDI 0.974** 

 (-2.349) 

Portfolio 0.993*** 

 (-3.778) 

Economic Development 1.029 

 (-0.644) 

Partners' Development 0.892 

 (-1.221) 

Size 1.363*** 

 (6.425) 

Democracy 1.031*** 

 (3.64) 

Armed Forces 1.229** 

 (2.173) 

Energy 1.008* 

 (1.899) 

Military Expenditure 1.011** 

 (2.051) 

Past Incidents 1.016*** 

 (4.25) 

Conflict 1.891*** 

 (4.866) 

Europe 1.073 

 (0.347) 

Asia 0.474*** 

 (-3.055) 

America 0.887 

 (-0.664) 

Africa 0.425*** 

 (-3.886) 

Pre 9/11 1.362** 

 (2.557) 

Year 0.969*** 

 (-4.522) 
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Constant 0.000*** 

 4.382 

Observations 3,960 

Dispersion = 1 5.301 

Wald Test (X^2) 1,224.01 
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