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Preface

Prior to the four hijackings of 11 September 2001 (hereafter 9/11), the
study of terrorism was an active field of research, with many new books
appearing each year. Since 9/11, the study of terrorism is an even more
active field of research, with even more books appearing each year. Hence,
one must wonder why another book merits one’s attention.

This book presents a widely accessible political economy approach
that combines economic methods with political analysis and realities.
In so doing, the book provides both a qualitative and a quantitative
investigation of terrorism in a balanced, up-to-date presentation that
informs students, practitioners, policymakers, researchers, and the gen-
eral reader of the current state of knowledge. Most books on terrorism
focus on historical, cultural, factual, and conceptual details and shy away
from rational-choice-based analyses backed by statistical inference. Our
book presents not only the historical and conceptual issues, but also the
scientific-based analyses of the behavior of terrorists and government pol-
icymakers. Moreover, we are concerned with knowing how these adver-
saries make rational decisions in a strategic interactive framework. That s,
how do the choices of the terrorists influence governments’ counterterror-
ism policies, and how do these policies affect the choices of the terrorists?
The strategic interactions among targeted governments are also investi-
gated. To establish the relevancy of the theories presented, we display
data and review statistical findings from a variety of studies.

Although we are particularly interested in rational-choice models and
their empirical verification, we are no less interested in the history of ter-
rorism, the causes of terrorism, and the dilemma faced by liberal democ-
racies. Unlike other books, this book identifies rational explanations for
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observed behavior — for example, why terrorist groups cooperate and
form networks with one another, while targeted governments are slow
to cooperate. We address many questions, including the following: When
confronted with a common terrorist threat, why do targeted governments
rely on defensive measures that merely deflect attacks to soft targets, and
often eschew proactive responses that would reduce the threat for all
governments? Why do countries fail, at times, to adhere to a stated policy
of not conceding to hostage takers’ demands when it is in their long-run
interests never to concede? Which counterterrorism policies work best?

By applying simple economic models and statistical analyses, our book
provides a unique perspective on the study of terrorism. This perspective
is increasingly being used at the Centers of Excellence, funded by the
Department of Homeland Security. To better understand terrorism and
to counter its threat, society must apply varied techniques and knowledge
from many disciplines — for example, history, sociology, law, psychology,
statistics, and economics. Our book draws insights from all of these disci-
plines. If one looks through a typical book on terrorism, especially those
used in college courses, one will find few, if any, statistical displays of the
incidence of terrorist events over time. More important, these books do
not present any analysis or explanation of these patterns of events. Most
books rely, instead, on some “watershed” events or case studies to draw
some general principles. By contrast, we present data on terrorist events
over time to bolster our investigation of numerous watershed incidents.
Thus, our book is rich in detail about past terrorist events and the changing
pattern of terrorism.

Our book is intended for use in college-level economics, political
science, and public policy classes on terrorism. The book will also be
appropriate for classes at military colleges. Our approach will particu-
larly appeal to teachers who want to emphasize a rational-choice basis
for understanding terrorism and policies to ameliorate its threat. The
book assumes no pre-knowledge of the techniques used. Thus, the game-
theoretic methods are explained in detail for readers who have never seen
agame matrix or game tree. The book is also useful for researchers who are
new to the field and who may be driven to study terrorism because of their
interest in the topic or the availability of funding from numerous sources
since 9/11. Our book allows a researcher to gain the requisite background
in the field, because we have incorporated a rich and diverse set of refer-
ences and techniques. The interested reader can consult our references for
further details about a particular approach or analysis. In addition, the
book should interest people in the Department of Homeland Security,
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the intelligence community, the defense sector, law enforcement, and the
insurance industry, all of whom have to address myriad issues concerning
modern-day terrorism. Our book provides a different way of thinking
about terrorism.

We have profited from perceptive comments on various drafts from two
anonymous reviewers. We have received helpful support and counsel from
Scott Parris, the economics editor at Cambridge University Press (CUP).
We also appreciate the efforts of the production staff at CUP, who trans-
formed the typescriptinto a book. Sara Fisher typed and retyped the many
drafts of the book; we appreciate her care and cheerfulness. We acknowl-
edge our debt to our coauthors of articles, where some of the concepts
applied here were originally developed. Prominent on this list are Dan
Arce, Jon Cauley, Harvey Lapan, Kevin Siqueira, and John Tschirhart.
Others include Scott Atkinson, Dwight Lee, B. Peter Rosendorff, and
John Scott. This project succeeded because of the support of our wives —
Linda Enders and Jeannie Murdock — and our children. Todd Sandler
acknowledges research funding from the Center for International Stud-
ies, University of Southern California.
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April 2005 Bidgood Chair of Economics and Finance
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Robert R. and Katheryn A. Dockson
Professor of International Relations,
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