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Abstract
THE ECONOMIC COST OF TERRORISM

Ibtissam El-Gaafarawi

This paper analyses the economic impacts of terrorist attacks. It is concerned with
the direct, as well as, indirect effects which emerge from the state of uncertainty
provoked by the terrorist attacks. The macroeconomic effects on consumption
investment, trade and economic growth are reviewed. Analysis is also proceeded on
sectoral level to examine the impacts on some major sectors such as tourism,
insurance, aviation, and financial markets. Empirical evidences and examples from
both developed and developing countries are drawn to support the analysis. The
study refers to counter terrorism policies as a source of economic cost to
governments, institutions, as well as individuals. It concludes with the importance of
adopting effective crisis managment policies to limit such negative impacts. It also
emphasizes the need for developed economics to absorb the economic shocks
resulted from the terrorist attacks.
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