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Abstract: This paper analyses and categorises mechanisms that are related to terrorism and 
transition from a planned economy to a market economy. The hypotheses suggest that 
terrorism is negatively correlated with a successful transition. The results from several 
Poisson specifications only partly confirm the hypotheses: transition countries with an 
intermediate level of democracy, with youth bulges and several ethnic groups, have good 
reasons to try to map what kind of terrorist groups they host and thereafter improve the 
governance, the prospects for the young, and balance the power of ethnic groups.  This not 
only will forestall terrorism, but probably also make the future more predictable and stable for 
the entire population.  
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1. Introduction 

No sooner did we free ourselves from fifty years of totalitarianism than we were forced to 

expand resources and energies to defend our newly acquired freedoms from the shadowy 

threats of religious fanaticism and the crime syndicates, both of which thrive in disorder and 

poverty (Anastas, A. 2003). 

This paper analyses and categorises mechanisms that are related to terrorism and transition. 

Since the beginning of the breakup of the communist system, the political, economic, social, 

and legal situation has changed dramatically in the transitional region. Borders have opened 

up, the market has replaced the previous planned economy systems, and democracy has been 

introduced. It is well known that it is not enough to transform formal institutions; the problem 

is to get them adopted, to encourage people to act according to them, to trust them, and to 

change destructive informal institutions that are at odds with the formal ones. This has been 

performed with varying degrees of success across transition countries. Overall, there has been 

a decrease in economic equality and it has been put forward that transition has highlighted and 

unleashed ethnic hatred, corruption, crime, gender inequality, and terrorism.  

Tom Schelling pioneered economic analysis of conflicts (Schelling, 1960). The application of 

economic theory to study terrorism began with Landes (1978). He suggested that terrorists are 

predictable and rational; they weigh costs and benefits when contemplating an attack. Since 

the study of Landes, Economics of Terrorism has been attracting researchers to study 

terrorism, using economic models and theories (see, for example, Sandler and Arcre, 2003 

and 2007; Azam 2005; Berman and Laitin, 2008). Econometric research on causes and 

consequences of terrorism also has been conducted (see, for example, Kreuger and 

Maleckova, 2003; Abadie and Gardeazabal, 2003; Blomberg, Hess and Orphanides, 2004). 

Furthermore, studies of the political economy of terrorism are developing (see, for example, 

Enders and Sandler, 2004). Finally, there also are econometric studies analysing global and 
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regional terrorism in order to test the connection between terrorism and macro- and 

socioeconomic determinants (see, for example, Kreuger and Laitin, 2003; Feldmann and 

Perälä, 2001). However, to the best of my knowledge, transition countries have not been in 

focus before.  

The lack of studies on terrorism and transition in economics is surprising, especially as it 

often has been claimed that with new democracies, like the transition countries, an increased 

risk of terrorism follows (Enders and Sandler, 1999). The aim of the terrorist is to obtain 

attention so as to influence government policy;2 terrorists need a cause and attention.3 

Terrorists also need to communicate with those who may share their goals and even become 

future members. Unfortunately, governments in non-transparent and corrupted societies, such 

as the transition countries, easily may ignore socioeconomic and socio-demographic problems 

in their quest to accumulate their own wealth and power. They also may choose expenditures 

that do not directly improve the life of the majority.4 Moreover, changes and demands for 

redistribution of income and property, as we see in transition countries, also may provide a 

cause as they greatly intensify social tensions and violence (Rothstein and Uslaner, 2005).5 

Last but not least, transition has opened the way for freer media and an increased possibility 

to articulate ideological and political views and religious faith, but also for struggles and 

fights.  Thus, terrorism may have increased in transition countries partly due to the 

tumultuous changes that have taken place, suggesting that conditions under which terrorism 

                                                 
2. See, for example, Kydd and Walter (2006) and Schmid (1983). Terrorism often is designed to disrupt and 
discredit the process of the government (Crenshaw, 1981).  
3. The cause may be political, ideological, or religious, and attention may be obtained by media.. As an example: 
According to Kydd and Walter (2006), among 42 terrorist groups (defined by the U.S. State Department), 31 
seek regime change, 19 seek territorial change, and four seek policy change (one seeks to preserve the status 
quo). Finally, during the Cold War, terrorism often was interpreted as the result of geo-strategic rivalry between 
superpowers. 
4. Uzbekistan, as an example, was misruled to the extent that the IMF stopped credits to the Fergana valley, one 
of the few economic lifelines in this part of the world. Moreover, the outflow of money due to corruption and 
cheating was larger than the inflow of aid to developing countries at the end of the nineties (Napoleoni, 2003).  
5. Finally, some terrorists are likely to make a cost-benefit analysis and consider the probability of getting caught 
and prosecuted.  Naturally, suicide bombers are not likely to consider this, however.  
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generally thrive may be intensified during jagged transformations. This points to a need to 

study the specific characteristics of the new transitional democracies and terrorism.  

The contribution of this paper is to provide the first study in economics connecting terrorism 

and transition. The aim is to find macro- and socioeconomic determinants of terrorism in 

transition countries. If such determinants can be detected, they can be used for early 

forewarning and lead to future governmental actions that may forestall upcoming terrorism.6 

It should be emphasised that the aim is not to identify the terrorists—only the circumstances 

under which they may prosper. 

The focus is on yearly incidents of terrorism per million inhabitants within a transition 

country. Below, it is hypothesised that the level of transitional progress and terrorism are 

interconnected. The transitional progress is divided into three parts: democratic, 

socioeconomic and legal development. Hence, there will be more terrorism if these three 

aspects of society are present only partly. Firstly, terrorism is more likely to occur in mediocre 

democracies, while transition countries in which democracy has been consolidated quickly 

have met fewer constraints and in which there are other, non-violent methods available for 

people to make their voice heard. Secondly, if the socioeconomic conditions are poor, then 

there is more cause for protests and it also may be easier to obtain sympathy for radical 

protests. Lastly, if the legal system works, perpetrators are more likely to get punished. This 

increases the costs for the perpetrators and it also may decrease the pool of potential terrorists. 

Altogether, if a transitional country rapidly achieves good conditions, the time spent under 

poor or mediocre circumstances is comparatively short and therefore there will be less 

terrorism. Countries with rapid transitional progress are likely to be countries with better 

                                                 
6. The countries included are those that are members or associated members in the Commonwealth of 
Independent States (CIS) and the countries in Central Eastern Europe (CEE), including the Baltic states. See 
table 1 in Appendix. 
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initial conditions, favourable geopolitics, social consensus, and decent political performance, 

as well as relatively few and flexible political constraints. 

Another contribution of this paper is the collection of data from a variety of sources to 

construct a unique data set. The information on terrorist acts is gathered from three sources 

defining terrorism in three different ways transnational, national, and international terrorism.7 

However, when viewing data closely, most terrorism in fact is rather local. International 

Terrorism: Attributes of Terrorist Events (Iterate) includes “transnational” terrorism. The 

Memorial Institute for Prevention of Terrorism (MIPT) Terrorism Knowledge Base (TKB) 

includes “all” terrorism. Finally, Patterns of Global Terrorism by the U.S. State Department 

includes “international” terrorism. Data from Transition reports (by the European Bank for 

Reconstruction and Development), the United Nations Population Fund (UNFPA), Human 

Development Report, Transparency International and from the Freedom House Index also are 

included. 

The paper is structured as follows: In Section 2, a definition of terrorism and an overview of 

previous research on roots of terrorism are provided, followed by a short presentation of 

terrorism in transition countries and a brief discussion of the transition process. In Section 3, 

the hypotheses of the study are presented. Section 4 gives data, determinants, and descriptive 

statistics. The econometric models and the results are found in Section 5. Finally, Section 6 

supplies conclusive remarks. 

2. Terrorism, Terrorism in transition countries, Transitional speed and 
success. 
 
Terrorism is a well-established historical phenomenon, with, for example, Hindu Thugs, 

Muslim Assassins, and Jewish Zealots. Modern terrorism however, generally is considered to 
                                                 
7. International terrorism is “such action when carried out by individuals or groups controlled by a sovereign 
state, whereas transnational terrorism is carried out by basically autonomous non-state actors, whether or not 
they enjoy some degree of support from sympathetic states” (Mickolous, 2006).  
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have its origins in the French Revolution (Rapoport, 1999), and 1968 usually is recognised as 

the starting point for modern international terrorism (Ranstorp, 1996).8 Terrorism is ominous 

mainly for rich countries. In poor countries, famine, repressive governments, and war are far 

more threatening than terror.9 It should be emphasised that defining terrorism is not an easy 

task. Different observers emphasise different aspects. Schmid (1984), who thoroughly 

investigates numerous definitions, finds that none are universally accepted.10 The most 

common definition in economic research probably is the one expressed by Enders and Sandler 

(1999): Terrorism is the premeditated use or threat of use of extra-normal violence or 

brutality by sub-national groups to obtain a political, religious, or ideological objective 

through intimidation of a huge audience, usually not directly involved with the policymaking 

that the terrorists seek to influence.  

The idea of civilian targets, the audience, is seen as the analytical essence in most definitions. 

Moreover, terrorists aim to cause fear in the population (and weaken the muscles of the 

authorities). This may be contrasted with guerrilla warfare, in which the intention is to cause 

harm on the enemy (Feldman and Perelä, 2001). Also, according to Crenshaw (2000), 

terrorism is preeminently political and symbolic, whereas warfare is a military activity. In 

reality, the difference between these two acts may not always be clear-cut. Moreover, Stohl 

(2006) states that there is little agreement on how to define actors (it is uncertain whether 

states can be terrorists or not) and victims (it is not clear whether the victims have to be 

civilians for an act to qualify as terrorism). The divergence between international and national 

terrorism is not clear either. Kreuger (2007) suggests that most international terrorism is in 

fact local, and this seems to be true in the case of transition countries where few acts seem to 

                                                 
8. For a discussion of “new terrorism” see, for example, Crenshaw (2006). She discusses whether motivations 
for terrorism have changed since the beginning of 1990.  
9. Governments have killed in democide (= killing of groups of innocents by governments for whatever reason: 
religious, political etc.) to a much larger extent than terrorism has (Kivimäki, 2003). 
10.    See, for example, Kivimäki (2003) and Forsberg (2007) for discussion of definitions. 
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be truly foreign. Besides, national identities may be blurred in countries with very recent 

sovereignty, as in the case of countries springing from the dissolution of the Soviet Union and 

Yugoslavia. In addition, the origins of the perpetrators/victims are not always known; 

therefore, acts of terrorism labelled national may de facto be international.  Finally, it is 

difficult to categorise an act as national or international when terrorism is performed by a 

group struggling for independence. Altogether, these differences between definitions may 

bring about disparities in the classification of events and actors in different studies and data.  

2.1 Previous research on Causes of Terrorism 

Around the globe, there are multiple explanations or interpretations of the roots of terrorism. 

Terrorism may be aggressive political, economic, or social protests to suffering.11 Religious 

and/or ethnic conflicts may trigger violent actions, and terrorism also can be an answer to 

instability and disturbances (Bwy, 1968) that are exacerbated in changing societies, such as 

transition countries. Kitschelt (2004) argues that Islamic terrorism is associated with politics 

and regions of the world where economic globalisation has not taken place. This is because 

their public institutions work badly and do not support the development of capitalist markets. 

Hence, the existence of terrorism may be explained as arising from a cluster of causes.  

2.1.1 Poverty, repression and education 

When explaining terrorism, poverty often is in focus.12 However, previous research finds little 

support for poverty being the root cause of terrorism. Kreuger and Laitin (2003), who 

empirically analysed transnational terrorism globally, argue that the extent to which a 

country’s civil and political rights is connected with terrorism, as well as the sources of 

                                                 
11. Terrorism prevention long has been a concern for the UN, but the focus has been on military/criminal 
aspects. Now, the strategy is changing to deal with terrorism as a response to political and economic grievances 
(Kivimäki, 2003). 
12. See, for example, Kivimäki, 2003.  
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international terrorism, have more to do with repression than with poverty as such. 13 A more 

direct connection can be made between semi-weak states and terrorism, as terrorists actually 

need some kind of structure in order to operate. Very weak states, therefore, may not be 

troubled by terrorism. Abadie (2004) suggests that countries with intermediate levels of 

political freedom are shown to be more prone to terrorism than countries with high levels of 

political freedom, or countries with highly authoritarian regimes. On the other hand, weak 

states may allow terrorists to carry out economic activity and deal with illegal goods (Von 

Hippel, 2002) and, according to Feldmann and Perälä (2001), non-governmental terrorism in 

Latin America is linked with defectively institutionalised countries where law enforcement is 

weak.  

Concerning education, Kitschelt (2004) suggests that young urban unemployed, as well as 

young educated intellectuals, are most likely to want to rebel against a predatory government. 

In line with this, Kreuger and Maleckova (2002) state that terrorist organisations often choose 

to recruit a highly intellectual and educated elite that can fit into a foreign environment if 

necessary. As an example, they find that higher education is positively correlated with 

participation in Hezbollah.  

2.1.2.  Crime, age, and gender  

Terrorism and crime often interconnect; Dishman (2001), as an example, puts forward 

examples of collaboration between criminal groups and terrorists in Chechnya and Kosova. 

Youths are the main protagonists of both criminal and political violence (Urdal, 2006). This is 

because a large proportion of young adults often contributes to institutional bottlenecks and 

unemployment. This may cause political violence. Moreover, the costs of recruiting violent 

                                                 
13. As regards poverty on an individual level and terrorism, Keller (2002) reported that although an increase in 
payments to families of Palestinian suicide bombers was followed by an increase in suicide bombings, it was 
unclear if the connection was causal. Russel and Miller (1983) gathered information on 350 individuals known to 
be engaged in terrorist activities in different countries. They found that two-thirds came from the middle or the 
upper class. 
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groups decreases when there is an abundant supply of potential members. If young males 

belong to a marginalised group, then the probability for violent action increases even more 

(King, 1997). Lastly, as regards gender, the link between men and violence is strong (Hearn, 

1998) and the terrorist often is seen as a man. Forsberg (2007) puts forward that: A man with 

nothing also has nothing to live for and also that: One man’s terrorist is another man’s 

freedom fighter. Equally, Ranstorp (1996) suggests that among recruits there is a 

predominance of men (young, educated, and newly urbanised). This is not to say that women 

do not become terrorists, but that there appear to be reasons to consider gender issues when 

discussing terrorism and transition.  

2.1.3.  Religious and ethnic struggle 

Finally, terrorism also may be the result of nationalist struggles, separatist movements, or 

religious struggles (Segaller, 1986). Hoffman (1993) suggests that nearly a quarter of all 

terrorist groups are motivated primarily by religious matters. According to Aleksandrova-

Arbatova (2004), the collapse of the USSR and the Yugoslav wars became catalysts for 

religious conflicts in the Balkans, and the Bosnian war became a magnet for terrorist 

organisations. During the final collapse of the communist states in Europe, the Catholic 

Church played an important part, as did the Orthodox Church in Russia and the Balkans. 

Lastly, in Central Asia, Muslim groups are playing a role as opponents or rebels, confronting 

leading parties (often controlled by the former communist nomenclature) (Simonsen, 2003).14   

All told, previous research suggests that terrorism arises from several causes. On an individual 

level, the perpetrators are likely to be young, educated males, engaged in 

religious/ethnic/ideological associations. On a macro level, terrorism is connected with 

                                                 
14. The Fergana Valley (situated between Tajikistan, Kyrgyzstan, and Uzbekistan) is the centre of militant Islam 
in the Central Asian region (Simonsen, 2003). 
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political repression, semi-weak states, and youth bulges. The link between poverty and 

terrorism is indirect, if it exists at all. 

2.2. Terrorism in transition countries 

As can be seem in Diagram 1, the frequency of terrorism in transition countries increased with 

the beginning of transition. On the one hand, it must be emphasised that although the reported 

rise of acts of terrorism is due mainly to an increase in actual events, it also may be to due to 

the lack of attention and recognition by media and other sources before transition. On the 

other hand, under an authoritarian regime, the possibility of obtaining media attention is close 

to zero; thus, the impact of an act is very small. As the attention is minor, so also is the 

attainment of the perpetrators’ goals.15 Furthermore, an autocracy is less likely to agree to 

terrorists’ demands, as non-democratic governments are less sensitive to public pressure 

(Enders and Sandler, 2005). Consequently, there was little use of terrorism prior to transition 

and the stated number of acts of terrorism before transition may well mirror reality. 

Diagram 1. Number of events of transnational terrorism in the USSR and the former 
Eastern Europe area in 1968–1989 and in the period after transition, 1990–2004. 
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Source: The diagram is based on data from Iterate. 

                                                 
15. Slone (1988) suggested that terrorism should be fought by reducing freedom of the media. 
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The first small peak took place in 1971, and all events but one occurred in the USSR. They 

mainly were acts of a single perpetrator, as it was difficult to arrange a larger terrorist act with 

several people involved at that time. According to Iterate, there were 37 transnational terrorist 

acts between 1968 and 1980 in the USSR and the Eastern Europe area. Hijackers mainly were 

Jewish “refuseniks” who wanted to leave the country; they generally were unorganised and 

had no direct political objective. The other attacks were directed mainly against U.S. targets; 

thus, neither these nor the hijackings were direct attacks on the USSR system (Goren, 1984). 

The deeds during the second peak, 1980 and 1981, were taking place mainly in Poland 

(concurrent with Solidarnost), Yugoslavia (after Tito´s death), and in the USSR. 16

The third and largest peak took place from 1990/1991 and onwards, i.e. from the onset of the 

transition period. Globally, transition has resulted in changes in the geography of terrorism, 

with the Balkans and the Trans-Caucasus becoming more affected.17 According to the data 

sets used below, Russia, Tajikistan, Georgia, Serbia (also Bosnia and Albania according to 

some data), are countries with several terrorist acts during transition (see Appendix). All of 

these countries have experienced violent and turbulent transitions, due to struggles for 

independence and because of ethnical or religious tensions.18

                                                 
16. This differs from the global pattern 1970–2000 (Enders and Sandler, 2004) where the incidents of terrorism 
peaked in 1972/1973, 1978, 1991, and in 1993/1994. Globally, terrorism decreased from 1994 to 2000 and the 
rate during these years was low. According to Kreuger (2007), terrorism has decreased since 1991 (globally). 
17. See, for example, Popescu (2007) for a discussion on terrorism in the Balkans. Furthermore, Cronin (2002) 
describes how transition has resulted in increased availability of Soviet chemical, biological, and nuclear 
weapons and how terrorists are drawn to these.  
18. Albania is affected by terrorists struggling for a greater Albania an/or Greater Kosovo – an ethnic Albanian 
Space. In the 1990´s, political instability also attracted Islamic extremists, such as Al Qaeda. Now, the country is 
not regarded as a key region harbouring and funding the latter terrorists. (Balkan Repository Project, Woehrel, 
2005). Bosnia experienced war from the declaration of independence in April 1992 to the Dayton agreement in 
November 1995. Muslim extremists and Mujahideen fighters from Afghanistan participated in the war and also 
recruited fighters and terrorist from Europe in order to fight for Jihad. Several sources report a connection 
between the Mujahideens in Bosnia and Al-Qaida (Kohlman 2004). Also, Alexandrova-Arbatova  (2004) suggest 
that post-Yugoslavia has become a fertile soil for radical Islamic organisations.  Georgia experienced a civil war 
consisting of inter-ethnic and inter-national conflicts in the regions of South Ossetia (1988–1992) and Abkhazia 
(1992–1993) and a violent military coup d’état (1991/1992). Russia experienced armed ethnic conflicts in North 
Caucasus. These conflicts were separatist Islamist rebellions against federal power or ethnic/clan conflicts. The 
first and the second Chechen war were fought between Chechen groups and the Russian military. From this 
conflict, many terrorist acts have emanated both inside and outside Russia; most terrorist acts are performed by 
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2.3 Transitional speed and success 

The time required for a successful transitional stabilisation may be long, and it varies 

substantially (Fiege, 1994). In Eastern Europe and especially in Central Europe, democracy 

and market institutions emerged rather quickly, as opposed to the former Soviet Union, where 

transition inherited the collapse of institutions that had begun at the end of the 1980s in the 

USSR (Popov, 2007).19 The preexisting institutions, including the civil society, are likely to 

have had an impact on the transitional achievement. Poland, as an example, had powerful 

social networks before transition, whereas in the Soviet Union, hardly any network existed 

outside the Communist Party (Roland, 2002).  

As regards transitional speed, the case for gradual reforms seems to be rather strong (see, for 

example, Roland, 2000).20 This may be so since fast reforming at the initial stage (“big bang”) 

may aggravate the decline of output of goods and services.  Also, sequencing of reforms has 

attained attention. Roland (1991) suggests that: “wrong sequencing” can lead to backlash, and 

thereby delay transition. However, Hanson (1991) states that economic linkages among 

reform components “are numerous and run in all directions.” Hence, there is no consensus of 

                                                                                                                                                         
Chechen rebels. The Serbian government initially supported the Serbs in the Yugoslav wars from 1991 to 1995 
and thereafter fought a war in Kosovo. Most acts are performed by unknown terrorists and many by Kosovo 
Liberation Army, (KLA), consisting of ethnic Albanians who want independence from Serbia. According to 
Human Rights Watch (2001), “elements of the KLA also are responsible for post-conflict attacks on Serbs, 
Roma, and other non-Albanians…and the destruction of Orthodox churches” KLA is linked with the National 
Liberation Army in Macedonia and with the Albanian National Army, as well as ethnic Albanian terrorist 
organisations. Tajikistan suffered from civil war from 1992 to 1997. According to global.security.org, several 
acts are performed by militant Islamists in Tajikistan. Taken together, it seems that many acts are performed by 
regional/ethnical groups that struggle for independence and by militant Islamists who struggle for Jihad and/or 
an independent Islamic state. See also the appendix for examples of terrorist groups in various transition 
countries. 
19. The decline in output also was affected by distortions (over-industrialisation, perverted trade flows, poor 
specialisation, etc.) inherited from a centrally planned economy. The distortions generally were larger in former 
Soviet Union countries than in Eastern Europe (Popov, 2007). Furthermore, see, for example Elliott (1997) for a 
discussion of the role of institutional changes in post-Communist countries. 
20. As an example, Wei (1997) suggests that when the outcome of a reform is uncertain, a gradual approach 
splits the resistance and thereby can increase the chance for the reform to survive. Hence, gradual reforms may 
be more sustainable. Too quick restructuring may slow down the transitional process. Too slow speed of closing 
the state-owned enterprises, however, also might hold up the transition process and the private capital 
accumulation (Castanheira and Roland, 2000). 
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a general, straightforward sequence when reforming a society. Still, when sequencing, it 

naturally is likely to be better to start with reforms that benefit the majority.21  

Political constraints affect transition. According to Kregel et al. (1992), governments must 

organise a social consensus, which aims at broad social cooperation. They must distribute 

fairly and pay attention to pluralism. Both ex-ante and ex-post constraints can slow down 

transition. Uncertainty before a reform is implemented easily can shift the majorities against a 

reform and block it.  Ex-post constraints can lead to backlash and reversals (Roland, 2002). 

Lastly, geopolitics also may explain the differences in transitional paths and success. In 

geopolitical terms, transition implied a shift of Eastern Europe toward Western Europe. As a 

contrast, in Russia, the transitions implied the loss of an empire, a wound and uncertainty for 

millions of Russians who became immigrants in former Soviet territories (Roland, 2002). 

Moreover, transition also implied new borders and loss of infrastructures and networks. Taken 

together, transitional outcome may depend on initial conditions, geopolitics, political 

performance, and constraints, and these all can be interlinked. 

3. Hypotheses on transition and terrorism 

3.1 Hypothesis  

Below it is hypothesised that terrorism is affected by the level of the transitional outcome, i.e., 

by democratic, legal, and socioeconomic conditions.22

Terrorism is correlated with mediocre democracy 

As indicated below, and as a contrast to well-functioning democracies and authoritarian 

regimes, transition countries that linger on in mediocre democracy are more likely to 

experience terrorism. Under a totalitarian regime, the government is less sensitive to public 

                                                 
21. In CEE democratic reforms preceded (the less popular) economic reforms (Roland, 2002)  
22. Naturally, the socioeconomic, juridical, and democratic situations are not strictly separable but in order to 
structure and facilitate the presentation and interpretation, the transitional process is parted in these three groups. 
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pressure and the possibility of obtaining media attention is close to zero; thus, the impact of a 

terrorist act is small. Moreover, the possibilities for various groups to express themselves and 

obtain power also are minor under an oppressive regime.  

Terrorism  

 

 

                                                                                                                      

                                                                                                               Democracy                                              

With mediocre governance, several transitional changes are initiated and some have been 

implemented.23 This may lead easily to social tensions, constraints, and obstacles that hinder 

further reforms.24 Hence, a mediocre governance reflects hindrance in the continuation of 

reformations; this may be due partly to difficulties in distributing fairly and creating societal 

support. These political disadvantages and obstacles increase criticism against the 

government, which may easily disrupt the communication between the potential terrorists and 

the government, and thereby increase terrorism.25 Besides, the mediocre governments are 

more sensitive to pressure and they are therefore more likely to agree to terrorists’ demands. 

Finally, when the governance is mediocre and disorder prevails, it may be easier for terrorists 

to obtain some support, which in itself may be an incentive for terrorism.  

Terrorism is correlated with the level of socioeconomic and legal conditions 

Terrorists need a cause. When social services are insufficient, terrorists can grab opportunities 

to gain supporters. As a contrast, social and economic development often decreases terrorism 

                                                 
23. If the society still is authoritarian, this implies a transition process without major impact (or backlash, for that 
matter). Few reforms and changes are implemented and thereby, the need and payback of terrorism is smaller. 
24. According to Gomulka (1994), positive outcomes during transition tend to relax constraints, whereas 
negative outcomes (such as recession) tend to produce constraints. 
25. Ex. Crenshaw (1981) suggests that political disadvantages are one of the main roots of terrorism. 
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and support to terrorist groups.26 This implies that when the transitional socioeconomic 

process is working successfully, including for example price liberalisation, privatisation, 

growth and employment, constraints to political reforms may be reduced, thereby also 

hampering the cause and support of terrorism. Moreover, when pluralism and prospects for 

the young are considered, those who are likely to communicate violently may be tempted to 

participate peacefully in the process instead. 

Unfortunately, many transition countries are relatively nontransparent and corrupted.27 In 

corrupted and nontransparent societies, the level of the legal system probably is not high. 

Counterterrorism projects and the prospect of getting caught therefore are likely to be 

relatively small. If the odds of getting caught are minor, a (non-suicidal) terrorist can motivate 

himself, as well as others, to commit acts of terrorism. A nontransparent and non-functioning 

legal system also will also cause a less predictable and reliable society, and thereby a potential 

cause of terrorism. People will have to rely on means other than formal prosecution to reach 

justice. As a contrast, a transparent, non-corrupted and well-functioning legal society mirrors 

a successful transition and thereby may prevent terrorism. 

4. Data and descriptive statistics  
In order to test the implications of the hypothesis above that the transitional level, i.e., the 

level of the democratic, socioeconomic, and legal conditions, are associated with terrorism, 

the proxies described below have been chosen. It must be emphasised once more that there 

are measurement difficulties regarding several countries and variables.  

4.1 Explanatory variables 

The explanatory variables consist of the level of democracy of the governance, price 

liberalisation, privatisation, GDP growth, Gini-index, ethnic mixture, gross school enrolment, 

                                                 
26. See e.g., Berman (2003), Cragin and Chalk (2003). 
27. See Transparency International Corruption Index 
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unemployment, share of population 15–24 years old, women’s activity relative to men’s, and 

level of the juridical system and transparency. Finally, the variable war is included as an 

instrumented control variable in some of the estimations.28  

The level of democracy of the governance considers the democratic character and stability of 

the governmental system; the independence, effectiveness, and accountability of executive 

branches; and finally the democratic oversight of military and security services. Moreover, 

price liberalisation and privatisation are included in a transitional index constructed by 

EBRD in order to follow and measure the transitional progress. A consolidated democratic 

government and a high score on the said index not only reflect transitional success; they also 

are likely to be connected with less terrorism.29  

Even though the goal of terrorism is not pecuniary, GDP growth may have a negative impact 

on terrorism in transition countries. Social tensions and the need and urge for changes, i.e., 

potential causes for terrorism, are likely to decrease with GDP growth—especially in 

transition countries—as growth is an indicator of how well transition is proceeding. The Gini-

index also is included amongst the socioeconomic variables. The impact of inequality may be 

ambiguous, however; on one hand, a larger inequality points to more relative poverty and 

thereby perhaps social tensions and reasons for protest; on the other hand, inequality indicates 

an initiated transition.   

When it comes to fractionalisation, the degree of ethnic mixture within a country is included. 

Ethnic fractionalisation is likely to be a cause of terrorism, especially in transforming 

countries. In a changing society it is possible and (often) important to improve the position of 

a group in order to establish power, so as to affect reforms and thereby achieve a safer future. 

                                                 
28. The youth variable and the ethnic variable are not affected directly by the transitional process. However they 
are likely to be of importance according to previous research, and the treatment end handling of these groups 
probably are very affected by the transitional process.  
29. Generally, price liberalisation takes the shortest time to reform, privatisation takes the longest (Fiege, 1994). 
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As a contrast, school enrolment is expected to decrease terrorism. On a macro level, a high 

degree of schooling (in non-totalitarian societies) may increase the chance that discontented 

people will engage in politics rather than in terrorism. Moreover, the educated need not act on 

behalf of those with a lower/no education.  

Furthermore, countries with a large proportion of young people and with high unemployment 

rates are likely to have a higher level of terrorism.30 Therefore, the share of population 15–24 

years old is included.31 As regards unemployment, it has been suggested (see, for example, 

Aghion and Blanchard, 1994) that unemployment affects the transitional speed: If the 

proportion that loses their jobs in the restructuring process becomes too large, the fiscal 

burden becomes so great that firms in new and privatised sectors become unprofitable and 

close down. Hence, unemployment may lead not only to individual suffering; it also may slow 

down the transition and thereby cause terrorism. As mentioned above, previous research 

suggests that terrorism is performed primarily by men. Gender therefore is considered in the 

variable: women’s activity relative to men’s denoting female percentage share of the 

economically active population. Hence, higher female activity entails lower male activity, 

perhaps more male unemployment, and possibly also more insecure future prospects for men. 

As mentioned above, a well functioning juridical system indicates a relatively successful 

transition, and this is likely to be correlated with less terrorism.32 Variables from the 

Transparency International Corruption Index (2003) were included as a proxy for the juridical 

system in all estimations: A transparent and non-corrupted society is likely to have 

experienced a relatively fast transition.  Moreover, the variable war is included in some of the 

estimations as a control variable. The occurrence of war is not only a sign of conflicts that are 
                                                 
30. According to Landes (1978) and Yom and Saleh (2004), low unemployment will discourage people from 
joining terrorists groups. 
31. For percentages of population 15–24 years old, see UNFPA (United Nations Population Fund).  
32. The ranking of legal systems highlights constitutional reform, human rights protections, criminal code 
reform, judicial independence, the status of ethnic minority rights, guarantees of equality before law, treatment 
of suspects and prisoners, and compliance with judicial decisions.  
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difficult to solve, but also of the existence and availability of weapons and violence in a 

society.33

4.2 Data on Terrorism 

Terrorism is an illegal act, and it is close to impossible to find reliable data. Data from three 

different sources are used, but none of the sources is complete. Below, in the estimations, 

Iterate and MIPT cover country of incident and the U.S. government data cover country of 

origin of the terrorists.34 In the cases we know of, the country of origin and the country of 

incident are by and large identical. Just as Kreuger (2007) suggests, transnational terrorism 

seems to be rather local. Moreover, as mentioned below, it also should be emphasised that the 

national identity may be rather blurred in several transition countries, due to dissolutions of 

the USSR and Yugoslavia. Iterate and the U.S. State Department data cover acts that in any 

way involve citizens from more than one country, whereas MIPT involves all terrorism.  

International Terrorism: Attributes of Terrorist Events (Iterate)35 is collected by politically 

independent researchers and it is frequently applied in economic research on terrorism. For 

each transnational terrorist incident, Iterate records the date, location, type, number of people 

killed, number of people wounded and other important variables. It uses a multitude of 

sources for its information, including national and international press.  The data set has a 

number of shortcomings that must be considered. Perhaps the most serious is that Iterate, like 

most other data, covers chiefly the newsworthy terrorist incidents; thus small attacks may go 

unnoticed in some countries but not in others. It should be emphasised that in the Iterate data 

(1994–2004), an overwhelming majority (98 percent) of the acts start and end in the same 

transition country.  

                                                 
33. Finally, the descriptive statistics also include the instrumental variables used in endogeneity tests. See 
Appendix. 
34. When the origin is known as it is in the majority of cases. 
35. See Mickolus (2006). 
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Iterate has been criticised by Kreuger and Maleckova (2003) regarding the insecurity of origin 

of the terrorists in some cases.36 Therefore, data used in their study also are included below: 

Patterns of global terrorism by the U.S. State Department 1994–2003. However, these data 

also have been heavily disapproved of, due to dependency; they include “significant acts” of 

terrorism, but the definition of “significant” differs between years. As a result of this critique, 

the data are not provided in detailed and case-specific form after 2003. Even so, the countries 

of origin of the terrorists are known more often than in Iterate.  

Finally, data from MIPT Terrorism Knowledge Base (TKB) also will be applied.37 The TKB 

is a resource for research and analysis on terrorist incidents, terrorism-related court cases, and 

terrorist groups and leaders. Below, TKB data from 1994–2003 are included; smaller and 

purely domestic acts are also considered. Most acts registered by TKB are performed by 

unknown perpetrators. In those cases in which the terrorists are known, they often are national 

(and some are multinational with national links).  Few seem to be truly foreign. By including 

several data sets on terrorism, we hope to improve and ease the interpretation of the results.  

4.3 Descriptive Statistics 

As terrorism is likely to need some planning, the incidents of terrorism variables are from the 

year after the values of variables on the democratic, socioeconomic, and judicial determinants.  

The dependent variable in our analysis is terrorism per capita during one year.  The variable is 

expressed as number of terrorist acts per million inhabitants in a transition country. The 

descriptive statistics are displayed in Table 1. 

 

 

                                                 
36. The “nationality of terrorists in the attack force” is not always known in Iterate.  
37. TKB was established after the April 1995 bombing of the Murrah federal building in Oklahoma City, and it 
is funded through the Department of Homeland Security's Office of Grants and Training.  
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Table I. Descriptive Statistics 
Mean  Min Max

Terrorism:   
U.S. State terrorism (260 observations.) 0.031 0 1.3 
Iterate Terrorism (287 observations) 0.072 0 1.9 
TKB Terrorism (237 observations.) 0.695 0 13 
Democracy:    
Governance  4.362 2 7 
Governance Square 21.782 4 49 
Socioeconomy:    
Price liberalisation  3.193 1 4.3 
Privatisation, % 49.701 10 85 
Gini Index 33.122 25.4 44.9 
GDP-changes, % 0.568 -44.8 18.6 
Ethnic groups 0.503 0 1 
15–24 years of age, % 15.690 13.2 19.5 
Gross school Enrolment,% 79.459 62 95 
Female activity, % 57.029 43.1 63 
Unemployment, % 10.691 .3 43 
Legal system:    
Juridical system 3.988 1.5 7 
Transparency International Index 3.186 1.800 5.9 
War 0.274 0 1 
Instruments:    
Orthodox religion (main)  0.328 0 1 
Infant mortality rate 11.75 3.7 33.2 
Corruption 4.769 2 6.5 
Liberalisation of competition  1.955 1 3 
Industrialisation 0.057 -51.2 43.3 
Human Development Index .787 .652 .904 
Observations 289 (27 countries)   

The democratic governance, the legal variable, and corruption are constructed by Freedom House Index. (2003). All variables are indices 
going from 1 to 7. In the governance variables, Governance = 1–2 equals a consolidated democracy and 6–7 equals a consolidated 
authoritarian regime. Legal system = 7 indicates a non-functioning legal system.  

Price and competition liberalisation is an index between 0 and 4.3 (0 implies no liberalisation). The variable Privatisation covers private 
sector share of GDP. Industrialisation measures percentage change, in real terms, of industrial gross output. See Transition Report, EBRD, 
(1997, 1999, 2002, 2005) for further details (unemployment and GDP changes are collected from Transition reports as well).  

Ethnic groups indicates whether or not there is more than one large ethnic/religious group within a country. The variables are collected from 
Freedom House index (2003). 

Gross school enrolment of students in primary, secondary, and tertiary school/possible number of students. See Human Development Report 
(2000–2004), UN for further details (also for Gini-Index, Women’s activity relative to men’s, infant mortality rate, and Human Development 
Index).  

Transparency is measured by Transparency International Corruption Index (2003); higher figures indicate a more transparent and less 
corrupted society.  

War indicates whether or not the country has been at war at any time, during the transitional period. 

For a discussion of the instrumental variables, see Appendix. 

 

Data from TKB includes most acts and fewest zeros, as it includes “all” terrorism. The 

differences among countries are large. As an example, the unemployment rate, in percent of 

the labour force, differs between 0.3 (Ukraine 1993, 1994 and Uzbekistan 1993, 2003) and 43 

(Bosnia in 2003). There also are large dissimilarities in governance and legal system 
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(Slovenia and Hungary have the best governance. Poland has the best legal system. 

Turkmenistan was worst in both categories). The fraction of young adults also differs among 

countries (Belarus and Russia have the lowest share. Albania has the highest). As regards the 

Gini-index, income disparities have increased in all transition countries, but the degree of 

inequality varies among countries. In the CIS, the increase in inequality has been both rapid 

and large, whereas in Central Europe the increase has been more modest.38  Finally, it should 

be mentioned that there are no real single outliers. There often are several countries at the 

bottom and the top of the scales and these are closely followed by others.  

5. Method and Results 
 

5.1 Method 

Poisson regression fits models that analyse the number of occurrences of an event occurring 

within a given time interval. The Poisson typically is used when the expected number of 

counts is low, with a substantial probability of a zero occurring. Estimation is undertaken by 

maximum likelihood (Kennedy, 2003). The Poisson model constrains the mean and variance 

of the amount of events to be equal. In cases in which count data display over-dispersion (the 

variance of the event exceeds the mean), an ordinary Poisson model is not appropriate. 

Goodness of fit tests therefore were performed; however, they do not reject the hypothesis 

that the mean and variances are equal. Moreover, the Negative binomial regression addresses 

the failure of potential over-dispersion by adding the parameter α, which reflects unobserved 

heterogeneity among observations. Negative binomial regressions, including a likelihood ratio 

test of α, were performed and they also point to a Poisson distribution of our data (it cannot be 

rejected that α is zero) (STATA, 2005). Finally, the original Poisson is a special case of the 

Negative binomial (it corresponds to α==0 in the latter model), and both models, the Poisson 

                                                 
38. The social distance between the very poor and the very rich is greater in CIS. The informal economy is large 
in several transition countries; the actual inequality may be lower than the official.  
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and the Negative binomial, produce close to identical results in the estimations below. Hence, 

it is concluded that it is not inaccurate to use the original Poisson.  The test results are 

included under table II.  

To test for the presence of endogeneity, a Durbin Wu Hausman test was performed on the 

variables: GDP changes, juridical system, war, and transparency (see appendix). The test 

confirmed that the variables covering the juridical system and war are endogenous. The 

Endogenous Possion estimation includes an endogenous dummy variable. Unfortunately, it 

was not possible to include endogeneity in the Poisson estimations and cluster on 

identification (country) at the same time. It may be of importance to cluster as this implies an 

adjustment of standard errors for intra-group (country) correlations. However, it also may be 

essential to include the endogenous variable war. In order to facilitate the interpretation and 

hopefully increase the accuracy when describing the results, some of the estimations include 

the endogenous dummy variable war (and exclude clustering) and some exclude war (and 

include clustering). When including the juridical variable in the endogenous Poisson 

estimations, the calculations did not converge.39 Hence, the non-endogenous proxy variable 

from Transparency International (2003) is used instead.  

5.2 Results 
 

The results from the Poisson estimates are presented in table II.40 The standard errors are 

clustered around identification (country). The results reported are the coefficients iβ .41  

                                                 
39. The test was performed on ordinary regressions and instrumental variables regression.  
40. It should be emphasized that several estimations with a number of different variables have been performed. Transparency 
and the legal variable all are strongly correlated (around 0.80); only transparency is included. Islam being the main religion is 
strongly correlated with having a young population (0.87).  Therefore, variables covering main religion are excluded and the 
existence of ethnic/religious groups is included instead. Initially, several variables covering age were included: the age of the 
population, population growth, etc. The “young adults” was most accurate in this context. Governance was strongly 
correlated (0.90) with fair elections and free media; only governance was included as it is a broader term and partly includes 
the other two variables. Since transparency and governance also are somewhat correlated, transparency was excluded in all 
estimations; the results remained closely the same as in the tables below however (young adults became significant in the 
endogenous estimations of the U.S. State government data and governance became more strongly significant in some 
estimations). Hence, I have tried to take account of and avoid closely correlated variables. It also should be emphasized that it 
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Table II. Results of Poisson estimates  
 
 

Iterate Std 
Error 
cluster

MIPT 
TKB 

Std 
Error 
cluster

U.S. State 
government 
data 

Std 
Error 
cluster 

Democracy:  
Governance  4.571* 2.715 1.594** 0.779 18.611* 10.681
Governance square -0.536** 0.271 -0.228*** 0.087 -1.843* 1.068
Socioeconomy:  
Price liberalisation -0.329 0.265 -0.820*** 0.215 -0.407 0.510
Privatisation -0.020 0.024 -0.002 0.013 0.014 0.037
Gini index -0.014 0.056 0.044 0.042 -0.104 0.093
GDP-changes -0.030 0.025 -0.018* 0.009 -0.003 0.027
Ethnic groups 1.087* 0.586 0.642* 0.340 1.913*** 0.511
15–24 years of age, % 0.454** 0.209 0.285* 0.148 0.369* 0.146
Gross school Enrolment,% -0.011 0.033 -0.033 0.031 -0.021 0.054
Female activity, % -0.010 0.073 0.004 0.041 -0.125 0.110
Unemployment, % -0.013 0.036 0.005 0.028 0.001 0.038
Legal system:  
Transparency International Index 0.218 0.628 0.235 0.279 -2.979** 1.196
Observations 287 (27) 237(27) 260 (27) 
Significance notation  (*)<=0.15,  * < = 0.1, ** < = 0.05, *** < = 0.01 
Goodness-of-fit chi2  =50/283/17, Prob > chi2(301)=1.00/.334/1.00.  As the values are not significantly low, these 
estimations do not reject the hypothesis that the mean and variances are equal. 
Likelihood ratio test of α =0 chibar2(01)=0.00Prob>=chibar2=1.000 in all three estimations.  
 

The results from the Endogenous Poisson estimations are presented in table III,: 

Table III. Results from Endogenous Poisson regressions 

 
 

Iterate Std 
Error  

MIPT 
TKB 

Std 
Error  

US State 
government 
data 

Std 
Error 
 

Democracy:  
Governance  3.944(*) 2.796 1.082(*) 0.744 30.209 0.660
Governance square -0.474(*) 0.295 -0.187** 0.081 -1.952 3.025
Socioeconomy:  
Price liberalisation -0.444 0.365 -0.951*** 0.162 -0.378 0.714
Privatisation -0.008 0.024 -0.003 0.010 0.020 0.048
Gini index 0.062** 0.030 -0.201 0.317
GDP-changes -0.036 0.030 -0.015 0.014 -0.012 0.056
Ethnic groups -0.103 0.950 -0.012 0.328 -0.777 3.704
15–24 years % 0.434** 0.183 0.301*** 0.077 0.163 0.486
Gross school Enrolment,% 0.027 0.051 -0.005 0.022 0.066 0.163
Female activity, % 0.047 0.100 0.067* 0.040 -0.056 0.254
Unemployment, % -0.001 0.042 0.016 0.018 0.043 0.134
Legal system:  
Transparency International Index  0.113 0.724 0.267 0.237 -3.583 3.652
War 1.681(*) 1.083 1.614*** 0.557 2.128 2.695
Observations 287 237 260  

Significance notation  (*)<=0.15,  * < = 0.1, ** < = 0.05, *** < = 0.01 
The endogenous variable is war. 
Gini-index was excluded in the estimations based on Iterate, as the estimations did not converge when including all of the variables.  

                                                                                                                                                         
was difficult to obtain variables in wartime; several years are excluded for Serbia and Bosnia in all estimations. Finally, 
ordinary regressions and instrumental variables regressions also were performed. These results vary more between data and 
method used: Youth bulges and ethnic groups still were significant but on a lower level, whereas the significance of 
governance ceased to be significant in some of the estimations.   
41. The incident rate ratios, also were calculated and the results are available on request. As the focus is on the sign and 
significance, not on the size of the estimates, only the coefficients are presented. 
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To analyse if macro- and socioeconomic determinants are correlated with terrorism is not an 

easy task, and we have to be aware of the difficulties of building data sets, not only on the act 

of terrorism, but also on the democratic, socioeconomic, and legal variables. Therefore, the 

focus is not on the exact size but rather on whether the results are significant and, if so, if the 

effect is negative or positive. Nevertheless, the size can be helpful when judging the precision 

of the calculations. The outcome should be interpreted with caution and seen only as an 

indication. As can been seen, the estimations differ partly between method and data. 

Nevertheless, the results are relatively similar when considering the differences in definition 

of terrorism and hence in the number of acts between the different datasets. (The TKB has the 

most generous definition whereas the U.S. government report the fewest acts). 

 

Mediocre democracy 

The result implies that governance seems to have the impact we expected in several 

estimations; an authoritarian regime experiences little terrorism, but as democracy increases 

so may terrorism—up to a certain point—and then it decreases again. (It should be mentioned 

that if Russia, the country with the most terrorism, is excluded, the results of governance 

become stronger and/or with a higher level of significance, whereas the other results remained 

relatively similar). Note, however, that the size of the governance variables is very high in the 

estimations based on the U.S. government data, suggesting that the reported incidents here 

may be too few to provide reliable results. The mediocre governance mirrors a halting 

transitional process, which may provide a cause for and perhaps also support of terrorism. The 

reforms that have been implemented may have led to social tensions, constraints, and 

obstacles that hinder further reforms. As a contrast, few reforms and changes are implemented 

in an authoritarian society, and the need and payoff of terrorism therefore probably is smaller. 

Besides, the autocratic government is less sensitive to public pressure and media attention is 
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small. On the contrary, the more democratic governments are likely to have succeeded in 

organising social consensus, to have distributed fairly, and to have considered pluralism 

during transition.  

Hence, the result implies that countries transforming from a low to a mediocre level of 

democracy actually may experience more terrorism. This is in line with Abadie (2004), who 

suggests that countries with intermediate levels of political freedom are shown to be more 

prone to terrorism than countries with high levels of political freedom or countries with highly 

authoritarian regimes. However, previous research covering global terrorism suggests that 

countries of origins of terrorism have a low degree of civil and political rights.42 This may 

indicate that not only the level, but also changes in the level, of democracy are connected with 

terrorism; transition countries with mediocre democracy recently have experienced a change 

from a lower level of democracy.  

Level of socioeconomic and legal conditions 

As regards the socioeconomic conditions, some, but certainly not all, of the variables are 

correlated with terrorism. Price liberalisation has the expected negative effect in some of the 

estimations, and this points to a connection between terrorism and transition. There also may 

be a weak link between economic performance and terrorism: According to one of the 

estimations, GDP changes are slightly and negatively correlated with terrorism the following 

year. If this result is valid, it may be because GDP growth decreases social tensions and also 

works as a signal of transitional progress. The result can be compared with Acemoglu and 

Robinson (2001), who suggest that social and political unrest are more likely to occur during 

recessions. Furthermore, according to Acemoglu and Robinson (2001), inequality is a crucial 

determinant of political instability. However, also the Gini-index had a significant positive 

                                                 
42. Note that target and origin countries differ; target countries are relatively rich globally (Kreuger and Laitin 
2003).  
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effect only in one of our estimations. It must be emphasised that it may be problematic to 

make cross-country comparisons of Gini-index as well as GDP changes due to measurement 

difficulties and large underground economies in several countries. However, taken together, 

the evidence of a link between inequality/GDP changes and terrorism is not strong.  

Transition implied new borders and thereby the collapse of some local and regional networks. 

As mentioned above, transition also brought about the possibility for religious/ethnical 

groups to express themselves. Some of these groups may articulate their will by struggling for 

future power and independence. The results above are in line with this; they suggest that 

having several ethnic/religious groups is strongly associated with terrorism. This implies that 

it is important for groups to establish power and gain advantages relative to others, and that 

the need to command attention is large in a changing society. This result is in line with 

Crenshaw (1981), who suggests that a direct cause of terrorism is the existence of grievance 

within an ethnic minority. The result also is in accordance with Harrisson (1983) and 

Medrano (1995), who put forward that when employment is based on ethnicity, modernisation 

exacerbates ethnic tensions. If the resources of the state are limited, different ethnic groups 

easily start to compete. However, the results contrast with the findings of Kreuger and Laitin 

(2003), who found that a country’s ethno-linguistic fractionalisation is unrelated to terrorism 

per capita.43 This may imply that the new borders and infrastructures may intensify social 

tensions. It also may suggest that it is the societal change in combination with ethnic mixture 

that is correlated with terrorism, not ethnic mixture per se. Then again, it should be 

emphasised that when war is included, the latter correlation vanishes. This suggests that the 

prevalence of ethnic groups and terrorism may be linked indirectly—via war.    

The age distribution of the population is correlated with terrorism. This is in line with the 

expectations and also in accordance with previous research on crime and political violence. 
                                                 
43. But they found a link between suicide attacks and ethno-linguistic fractionalization. 
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As mentioned above, large fractions of a young population may contribute to higher 

insecurity of future prospects, difficulties in the labour and housing market, institutional 

bottlenecks, and low supply cost for terrorist groups. It probably is mainly young people who 

urgently want to change a society, and with large bulges of youths, there also are more young 

adults who are willing to take risk in order to do so.  According to Crenshaw (1981), there 

seem to be government actions that act as catalysts for terrorism, such as exaggerated force in 

response to protests or reform attempts. Hence, communicating with the young and politically 

active, instead of fighting them down, may decrease terrorism. The impact of the age 

distribution is especially interesting, partly because it often was ignored in previous research 

and partly because the effect of youth bulges seems to be relatively stable. 

The potential link between unemployment and transition is ambiguous; on one hand, 

unemployment may slow down transition and contribute to social turbulence. On the other 

hand, it actually has been demonstrated that transition countries with better economic 

performance also had higher unemployment rates (see, for example, Boeri and Terrel, 2002). 

As a contrast, Åslund, Bonne, and Johnson (1996) find no correlation between unemployment 

and the extent of economic reforms. This ambiguity may partly reflect why unemployment 

does not affect terrorism in our results—the link between unemployment and transition is not 

clear. It also should be noted that female contra male activity is positively related to terrorism 

according to only one of the estimations. This result is too meagre to warrant any strong 

conclusions, even though it may indicate a connection between low male activity and 

terrorism. It also should be noted, however, that women are not necessarily more peaceful 

than men: According to a survey in Muslim societies by Pew Global Attitudes, women say 

they oppose suicide terrorism less often than men do.44  

                                                 
44. Cited in Maleckova, 2006. 
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The results do not support any strong correlation between terrorism and a bad functioning 

juridical system. The variable from Transparency Index is correlated with terrorism in only 

one of the estimations. This indicates that terrorists tend to care little about what happens after 

an act of terrorism (at least this is very likely for suicide attackers); it also is possible that our 

legal variables do not capture this: transparency and corruption may not represent the juridical 

system fully. Last but not least, there seems to be a correlation between war and terrorism 

(also when excluding Russia, and even though several countries were excluded in times of 

war due to lack of data). This is not very surprising. War indicates the existence of large 

conflicts, and that these are resolved violently. War also implies the presence and availability 

of weapons in the country.  

6. Concluding remarks 

To analyse the correlation between macro and socioeconomic variables and terrorism in 

transition countries is not an easy task. We have to be aware of the difficulties of building 

data sets, not only on the act of terrorism but also on the explanatory variables in transition 

countries, and of the difficulties of explaining the outcome. Hence, the results must be 

interpreted with caution and seen only as an indication. The hypotheses suggest that terrorism 

is connected with the transitional process, i.e., with democratic, socioeconomic, and legal 

achievements in transition countries.  The challenge when leaving an old system behind is that 

it is not enough to change formal institutions; the problem is to get them adopted, to 

encourage people to act according to them, to trust them, and to change destructive informal 

institutions that are at odds with the formal ones. Our results suggest that terrorism is 

correlated with democracy and also some socioeconomic conditions. However, the evidence 

is weak that poorly developed juridical systems increase terrorism.  

The results above indicate that countries with intermediate levels of democracy are more 

prone to terrorism. The mediocre governance gives the terrorists a cause, a probability to 
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obtain attention, and perhaps also some support. In a well-functioning democracy, the 

transitional process has been relatively smooth and the reforms have not been prolonged 

severely by political constraints. The democratic governments are likely to have succeeded in 

organising social consensus, to have distributed fairly, and to have paid attention to social 

pluralism during transition. Moreover, the results suggest that countries transforming from 

weak to mediocre democracy may face an increased risk of terrorism unless they succeed in 

making a smooth and fast transition into a well-functioning democracy.  

In these contexts, to have several ethnic groups within a country is strongly related to 

terrorism. During transition, it may be important for different groups to try to obtain power 

and influence in order to affect reforms and create safer future prospects for themselves. New 

borders and infrastructures, and destruction of old networks, also may contribute to social 

strains. Hence, transition might intensify ethnic tensions. However, when war is included in 

the estimations, the impact of ethnic groups vanishes and this points to an indirect link—via 

war—between terrorism and the presence of several ethnic groups. It also is noticeable that a 

connection clearly can be established in transition countries between the occurrence of large 

groups of young adults and violence. Where there is a large proportion of young, there also is 

a greater need to compete for a decent future, and the supply of young adults who are ready to 

fight violently for their beliefs increases. Hence, the support for terrorists also may increase. 

This probably also depend on whether the transitional process provide future prospects for a 

better life or just increases uncertainty. 

To conclude, according to the results of this study, a transitional government in a country with 

mediocre democracy may start contributing to a more stable future by paying closer attention 

to the socioeconomic level, especially the level of price liberalisation. When there are several 

ethnic groups, the situation might be improved if these are acknowledged, recognised, and 

brought into communication with the government. If possible, measures to balance the power 
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and positions of these groups can be implemented, in order to decrease their need to compete 

and fight with each other. Finding methods to increase young adults’ future prospects, 

possibly through job creation and education, also could decrease the risk for political 

violence. It also may be worthwhile to include young people in political decisions in order to 

avoid violent political protests. Finally, no matter how difficult, a mediocre democracy that 

improves its governance not only may achieve faster and smoother transition and thereby 

forestall terrorism; the improved governance also contributes to a more predictable and stable 

future for the entire population. 
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Appendix 
 
Table 1. Appendix. Terrorism in transition countries: 
Country Example of groups 
Albania Northern Epirus Liberation front, Al Quaida, KLA unknown 
Armenia Armenien militants, Azerbaijan gerillas, unknown 

Azerbaijan 
Azerbaijanis led by Surat Gusaynor, Azerbaijan Guerrillas, Sandval Union Movement, 
unknown  

Belarus Unknown 

Bosnia and Herzegovina* 
Muslim Green Berets, Bosnian Muslim, Hizbollah, Bosnian Serbs, Serbs, Muslim paramilitary, 
unknown 

Bulgaria Turks, unknown 
Croatia The Muslim Group, indeterminate Croatian terrorist, Islamic Serbs, unknown 
Czech Republic** Neo-Nazi, unknown 
Estonia Unknown 
FYR Macedonia Macedonian Communist Party, National Liberation Army, KLA, unknown 
Georgia Algetis Mglebi, Georgian Rebels, White Legion, unknown 
Hungary Unknown 
Kazakhstan Central Asia Mujahedeen Jamaat 
Kyrgyzstan Islamic Movement of Uzbekistan (IMU), unknown 
Latvia Latvian Rubiks, Latvian republic volunteer group, unknown 
Lithuania Lithuanian Land Guard, Black Berets, unknown 
Moldavia Dnestr region gerillas, unknown 
Poland Neo-Nazi, skinheads, Dec 13 independent group, unknown 
Romania Ethnic Russian separatist, Bavarian lib. army, Dnestr republic separatists, unknown 
Russia + Chechnya Chechen Rebels, criminals, Chechen Activists, Central Asia Mujahedeen Jamaat, unknown 
Serbia and Montenegro*** KLA, Albanian guerillas (indeterminate), unknown 
Slovakia Neo-Nazi, unknown 
Slovenia Unknown 

Tajikistan 
Muzlokandov´s Gang (Islamic) Tajik Rebels, Islamic Movement Rizvon Sadurov (Tajik), 
Peoples democratic Army, Islamic Revival Movement, unknown 

Turkmenistan Unknown 

Ukraine 
Nationalist groups connected to Movement of Ukrainian Patriots and the Effective Policy 
Foundation. 

Uzbekistan Islamic movement of Uzbekistan, Hizb ut_Tahir al:islami, Central Asia Mujahedeen Jamaat 
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Table 2.Appendix.  Countries of Incidents of Terrorism during Ten years of Transition: 

Terrorism, according to MIPT, TKB 
(1994–2004) 

Transnational terrorism, 
according to Iterate 1994–
2004 

International terrorism, 
according to U.S. State 
Department 1994–2003**** 

0 incidents:: 0 incidents: 0 incidents: 
Turkmenistan Belarus Albania 
1-9 incidents: Estonia Armenia 
Belarus Kazakhstan Belarus 
Hungart Poland Bulgaria 
Kazakhstan Slovakia Czech Republic** 
Moldavia Slovenia Estonia 
Romania Turkmenistan Hungary 
Slovenia 1-9 incidents Kazakhstan 
10-19 incidents: Albania Latvia 
Armenia Armenia Lithuania 
Azerbaijan Azerbaijan Moldavia 
Bosnia and Herzegovina Bosnia and Herzegovina* Romania 
Croatia Bulgaria Slovakia 
Czech Republic** Croatia Slovenia 
Estonia Czech Republic** Turkmenistan 
Kyrgyzstan FYR Macedonia Ukraine 
Latvia Hungary Uzbekistan 
Lithuania Kyrgyzstan 1-9 incidents 
Uzbekistan Latvia Azerbaijan 
20-29 incidents: Lithuania Bosnia and Herzegovina 
Bulgaria Moldavia Croatia 
Poland Romania FYR Macedonia 
Slovakia Ukraine Kyrgyzstan 
Ukraine Uzbekistan Poland 
More than 30 incidents: 10-19 incidents Serbia 
Albania Georgia 10-19 incidents 
FYR Macedonia Serbia and Montenegro* Georgia 
Georgia 20-29 incidents Russia + Chechnya 

Russia + Chechnya More than 30 incidents: Tajikistan 
Serbia and Montenegro Russia + Chechnya  
Tajikistan Tajikistan  
   

* Only acts between 1999–2004 are included. 
**Czech Republic and Slovakia were split up in 1993 
***Montenegro declared independency in 2006. 
****Note that this table includes nine years of transition only. 
 

Table 3. Appendix.  Durbin Wu Hausman test of endogeneity 
Variable Instrument F(1, 300) Prob>F
War Orthodox -main religion, infant mortality rate 4.41 0.0365
Transparency Corruption 0.03 0.8674
GDP changes Industrialisation, liberalisation of competition 0.31 0.5802
Juridical system HDI 4.07 0.0444

It must be emphasised that it is difficult to find suitable instrumental variables. This is especially true in this 
analysis as it is complicated to find reasonable variables that cover all transitional countries. The only 
endogenous variable finally included in the main estimations above is war (a non-endogenous proxy is used 
instead of the endogenous juridical system in the estimations). The instruments are chosen because they are 
correlated with the independent variable—but not with terrorism. As regards war, infant mortality may increase 
during wartime, due to bad nutrition, health problems, and direct attacks. Although children also may be affected 
directly in a terrorist attack, this is rarer, as there are relatively few direct victims in terrorist attacks. To have 
orthodoxy as the main religion is correlated with war, due to civil wars in Russia, Serbia, Macedonia, Georgia, 
and Moldova. Hence, several orthodox countries have experienced war.    Transparency and corruption are 
closely correlated, but perhaps surprisingly, none of them are closely correlated with terrorism, especially not 
corruption. The same holds for GDP changes, industrialisation and liberalisation of competition. 
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