























were followed by holidays (or Saturday) on the number of single-ride tickets purchased
on weekdays. As Table 12 clearly shows, while we find large impact of suicide attacks
during regular media coverage days, we find almost no impact of these attacks on
bus ridership when they are followed either by a holiday or a weekend. Our findings
are consistent with evidence suggesting that risks from accidents that have received
widespread publicity are more likely to be overestimated (Combs and Slovic 1979;
Fischhoff et al. 1981).

Does the exposure to media coverage affects educated and less educated similarly?
To address this question we re-estimate the extra impact of suicide attacks that were
followed by weekdays and its typical media coverage on educated and less educated
households separately. Results are found in Table 13. The first column reports the
average drop in the number of single-ride tickets three days after suicide attack on
a bus. In the second column we allow the impact of bus-related attacks that were
followed by weekdays to differ from the effect of similar attacks which were followed by
holidays and weekends. As in Table 12 bus-related attacks and outcomes are observed
and measured during regular weekdays. Clearly, suicide attacks reduce the number of
single-ride tickets purchased only when these attacks are followed by weekdays with
its typical media coverage. Next we estimate the reduced form impacts separately for
educated and less educated. Column (iii) and column (iv) report our findings. While
suicide attacks have limited effect on the use of bus-services by the educated, even when
attacks were followed by weekdays, suicide attacks have large impact on the number
of single-ride tickets purchased by the less educated. Moreover, the large impact of
suicide attacks on the use of bus services by the less educated is found only when these
attacks were followed by weekdays. These findings are consistent with the view that
media coverage tends to have larger manipulative impact on the less educated.

Does the exposure to media coverage affects irregular and irregular users similarly?
To address this question we classify the population sample into frequent and less fre-
quent users by number of bus tickets purchased prior to suicide attacks (as in Table
8). We estimate the impact of bus-related suicide attack allowing its impact to vary
between groups and type of days followed. We present our findings in Table 14. The
first entry —0.138 reports the overall percent drop in the number of single-ride tickets
during the first three days after the bus-related attacks. In the second column we allow
the impact to vary by whether the suicide attack was followed by weekdays or holidays
and weekends. Clearly, suicide attacks affect bus users only when these are followed

by weekdays. Next we estimate the differential impact separately on infrequent and
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frequent users respectively. Suicide attacks affect infrequent users mainly when these

are followed by weekdays.

8 Conclusions

In the aftermath of September 11, terror is no longer a phenomenon limited to par-
ticular areas of conflict. Outside academic journals it is common knowledge that the
likelihood to be harmed by terror is very low. The "intense fear which is somewhat
prolonged and refer|s| to imagined or future dangers" is often attributed to peoples’ "ig-
norance", either of the objective probabilities or the underlying process that generates
a shock to the economy.?

We point to the role of fear. We argue that shocks to the underlying probabilities
of being harmed generate emotions of worry and fear that exaggerate peoples’ subjec-
tive beliefs as to the marginal impact of consuming of the risk-related goods on the
probability of survival. Fear can be managed. People can handle their fears. They
do so by spending resources and accumulating the necessary skills. The optimal level
of fear is determined by economic incentives to overcoming it. People neither choose
‘desired’ beliefs nor are they passive when facing feeling of anxiety and worry. Fear is
endogenously determined by the cost and benefits to control it. Like other investments
in human capital it does not pay back the same returns to everyone and its optimal
level is not necessary the highest feasible. Those who are very likely to benefit from
the risky activity will invest and overcome their fears, while others will substitute the
risky activity by other consumption or production plans.

Using micro data taken from the Israeli Expenditure Surveys combined with a daily
time series of terror incidents against Israeli targets during the "Al Agsa" Intifada we
identify the role of fear on economic behavior by comparing the effect of terror on
people who face similar objective probability to be harmed, but different incentive for
overcoming fear. We find that those who are more likely to pay the fixed costs of
overcoming fear are less likely to be affected by terror. Suicide bomber attacks carried
out on buses have a substantial negative effect on bus ridership and positive effect on
the use of taxis. Decomposing the treatment effect by the likelihood to use buses we
find, consistent with our theory, that suicide bomber attacks affect those who are at the
margin of using public buses, and have no effect on others. Terror takes advantage of

people being human and rational. By generating fear, terror, even in the form of a low

Z>Webster Encyclopedic Unabridged Dictionary
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probability event, may generate substantial effects. Hence, terror generates large-scale

effects by damaging the quality of our life rather than the "quantity" of life.
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Figure 1. Index of Air Passengers Air Freight Ratios
Domestic Air Seat and Passenger Miles and Air Freight Ton-Miles (monthly data, not seasonally adjusted)
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Figure 2. Tourist Arrivals to Israel and Israeli Fatal Casualties from Terror Attacks

Figure 2 draws toursit arravials to Israel (in thousands) and the number of Israelies killd in terror attacks between 1995 and 2005.
Data on tousrist arrvials is taken from Israeli Central Beaurei of Statistics. Data on Israelies kills in terror attacks is taken from
the Israeli Minstery of Foregin Affairs .
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Figure 3: Road Accidents and Terror Attacks Fatal Casualties, Israel 2000-2005

Figure 3 reports the number fatal casualties in road accident and the number of Israelies killd in terror attacks between 2000 and 2005.
Data on road accidents are taken from Israeli Central Beaurei of Statistics. Data on Israelies kills in terror attacks is taken from
the Israeli Minstery of Foregin Affairs .
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Figure 4. Israeli Fatal Casualities by Type of Attack During the "Al Agsa" Intifada

Figure 4 draws the number of Israelies killd in terror attacks. Data on Israelies kills in terror attacks is taken from the Israeli Minstery of Foregin Affairs
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Figure 5. Revenue from Trips on Regular Lines and Casualties in Suicide Bomber Attacks on Buses,
Israel, 2000 to 2005
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Table 1.
The Effect of Terror Attacks on the Usage of Public Bus Transportation

OLS and Poisson Regression Estimates

Dependent variable: Number of bus tickets purchased

Variables OoLS Poisson

() (i) (iii) (iv) (V) (vi)
Suicide bomber attacks on buses -0.021***  -0.013** -0.010* -0.107***  -0.071***  -0.057***
during the last week” (0.005) (0.005) (0.005) (0.015) (0.015) (0.016)

The change in percentage points

Average number of tickets 0.252 0.252 0.252 Est. coefficients provide approximation
(prior to Intifada) for the % change in purchased tickets
The change in the number -10.3% -5.2% -4.1% -10.7% -5.7% -5.7%

of tickets (%)

Controlling for:

Demographics Yes Yes Yes Yes Yes Yes
Year fixed effects No Yes Yes No Yes Yes
Month fixed effects No No Yes No No Yes
Day fixed effects No No Yes No No Yes
Notes:

Source data: (i) CBS expenditure surveys for the years 1999-2004, (ii) (ii) terror incidents and casualties

" Between yesterday and a week before that (t-1 to t-7)

Demographic variables include age (*4), education categories, origin and ethnic group, marital status,

years in Israel, indicators for recent immigrants from former USSR and Ethiopia for number of persons and number of
children in household. Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 2.
The Effect of Civilian and Military Casualties on the Usage of Public Bus Transportation

OLS and Poisson Regression Estimates

Dependent variable: Number of bus tickets purchased

Variables OLS Poisson
(i) (i) (iii) (iv) (v) (vi)
Casualties during the last week”:  -0.073 -0.417
(in untis of 10) (0.036)** (0.100)***
Civilian casualties last week” -0.064 -0.361
(in untis of 10) (0.034)* (0.095)***
Military casualties \last week” 0.012 0.027
(in untis of 10) (0.035) (0.097)

The change in percentage points

Average number of tickets 0.252 0.252 0.252 Est. coefficients provide approximation
(prior to Intifada) for the % change in purchased tickets
The change in the number -28.9% -25.4% 4.8% -41.7% -36.1% 2.7%

of tickets (%)

Controlling for:

Demographics Yes Yes Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes Yes Yes
Month fixed effects Yes Yes Yes Yes Yes Yes
Day fixed effects Yes Yes Yes Yes Yes Yes
Notes:

Source data: (i) CBS expenditure surveys for the years 1999-2004, (ii) (ii) terror incidents and casualties

" Between yesterday and a week before that (t-1 to t-7)

Demographic variables include age (*4), education categories, origin and ethnic group, marital status,

years in Israel, indicators for recent immigrants from former USSR and Ethiopia for number of persons and number of
children in household. Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 3.
The Effect of Terror Attacks on the Usage of Public Bus Transportation by Location

OLS and Poisson Regression Estimates

Dependent variable: Number of bus tickets purchased

Locations

All Metro " Others
Variables OoLS Poisson OLS Poisson OoLS Poisson

(i) (if) (iii) (iv) (v) (vi)

Suicide bomber attacks on buses -0.010 -0.057 -0.017 -0.072 -0.003 -0.022
during the last week” (0.005)*  (0.016)*** (0.008)**  (0.020)*** (0.007) (0.025)
The change in percentage points
Average number of tickets 0.252 -- 0.296 -- 0.211 --
(prior to Intifada)
The change in the number -4.0% -5.7% -5.8% -7.2% -1.6% -2.2%
of tickets (%)
Controlling for:
Demographics Yes Yes Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes Yes Yes
Month fixed effects Yes Yes Yes Yes Yes Yes
Day fixed effects Yes Yes Yes Yes Yes Yes

Notes:

Source data: (i) CBS expenditure surveys for the years 1999-2004, (ii) (ii) terror incidents and casualties

" Between yesterday and a week before, that (t-1 to t-7)

M Metro indicates all cities with at least 100K inhabitants.

Demographic variables include age (*4), education categories, origin and ethnic group, marital status,

years in Israel, indicators for recent immigrants from former USSR and Ethiopia for number of persons and number of
children in household. Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 4.

The Effect of Terror Attacks By Days since Incident on the Usage of Bus Services

Poisson Regression Estimates

Variables

Suicide bomber attacks on buses
during the last three days”

Suicide bomber attacks on buses
during the last week”

Suicide bomber attacks on buses
during the last two weeks”

Controlling for:

Demographics
Year fixed effects
Month fixed effects
Day fixed effects

Notes:

Dependent variable: Bus tickets purchased

(i)

-0.076
(0.030)**

Yes
Yes
Yes

Yes

(V) (Vi)
-0.072
(0.020)***
-0.030
(0.015)*
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Source data: (i) CBS expenditure surveys for the years 1999-2004, (ii) (ii) terror incidents and casualties
The sample excludes households in locations with less than 100K inhabitants.

" Between yesterday and a week before that (t-1 to t-7)
Demographic variables include age (*4), education categories, origin and ethnic group, marital status,
years in Israel, indicators for recent immigrants from former USSR and Ethiopia for number of persons and
number of children in household. Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 5.
The Effect of Bus Related Suicide Terror Attacks on the Usage of Taxi Services

Poisson Regression Estimates

Dependent variable: Number of taxi rides

Location
Variables

All Metro A Others

(i) (i) (iii)

Suicide bomber attacks on buses 0.046 0.120** -0.005
during the last three days” (0.037) (0.054) (0.052)
Controlling for:
Demographics Yes Yes Yes
Year fixed effects Yes Yes Yes
Month fixed effects Yes Yes Yes
Day fixed effects Yes Yes Yes

Notes:

Source data: (i) CBS expenditure surveys for the years 1999-2004, (ii) (ii) terror incidents and casualties
~ Dummay variable that equals 1 if at least one incident over the past 3.

A Cities with al least 100K inhabitants.

Demographic variables include age (*4), education categories, origin and ethnic group, marital status,
years in Israel, indicators for recent immigrants from former USSR and Ethiopia for number of persons
and number of children in household. Day of the week fixed effects also includes an indicator for holidays.
* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 6.
The Effect of Terror Attacks on the Usage of Public Bus Transportation: Single-rides, Multiple-rides and Monthly Passes

Poisson Regression Estimates

Variables All tickets Single rides Multiple-rides tickets Monthly free-pass "/
(1) (i) (iii) (iv) (V) (vi) (vii) (viii)

Suicide bomber on a bus -0.076** -0.080* 0.018 0.022

during the last 3 days (0.030) (0.031) (0.125) (0.247)

Suicide bomber on a bus -0.030*** -0.041** 0.046 0.078

during the last 14 days ™ (0.015) (0.016) (0.065) (0.117)

Controlling for:

Demographics Yes Yes Yes Yes Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes
Month fixed effects Yes Yes Yes Yes Yes Yes Yes Yes
Day fixed effects Yes Yes Yes Yes Yes Yes Yes Yes
Notes:

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
The sample excludes households in locations with less than 100K inhabitants.
A, M Dummay variable that equals 1 if at least one incident over the past 3 and two weeks respectively.
Therefore we exclude observations outside of these 2 weeks.
A Monthly free-pass are offered to the public during the last week of the month and the first week of the coming month.
Demographics includes age (*4), education categories, origin and ethnic group, marital status, years in country number of persons and number of
children in household. Day of the week fixed effects also includes an indicator for holidays.
* significant at 10%; ** significant at 5%; *** significant at 1%
() Robust standard errors in parentheses



Table 7.

Price Elasticity of Bus Rides: Daily and Monthly Tickets in 1999 to October 2000

Poisson Regression Estimates

Variables

Price (in logs) instrumented
instrumented using the average
ticket during the same week

Controlling for:

Demographics
Year fixed effects
Month fixed effects
Day fixed effects

Notes:

Dependent variable: Number of bus tickets purchased

Single rides tickets Multiple-rides tickets Monthly pass

All Metro ~ All Metro ~ All Metro ~
(i) (i) (iii) (iv) (V) (Vi)

-0.227***  -0.290*** -0.609***  -0.655*** -0.940***  -0.831***
(0.080) (0.101) (0.277) (0.214) (0.298) (0.293)

Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes

Source data: (i) CBS expenditure surveys for the years 1999-2000.

A Cities with al least 100K inhabitants.

Demographic variables include age (*4), education categories, origin and ethnic group, marital status,
years in Israel, number of persons and number of children in household.

Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 8.
The Effect of Terror Incidents on the Usage of Public Bus Transportation

Sub sample of households that purchased at least one single-ride bus ticket and did not
experience terror attacks during the first 3 weekdays in the sample nor during the week before

Poisson Regression Estimates

Number of single-ride tickets per household member

Variables One single-ride bus ticket (or less)  Two single-ride tickets or more
All Metro " All Metro "
(i) (i) (iv) (iv)
Suicide bomber on a bus -0.225%** -0.284*** -0.051 -0.108**
during the last 7 days » (0.063) (0.084) (0.041) (0.054)

Controlling for:

Demographics Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
Month fixed effects Yes Yes Yes Yes
Day fixed effects Yes Yes Yes Yes
Notes:

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
A Dummay variable that equals 1 if at least one incident over the past 7 days.

A Cities with al least 100K inhabitants.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household.

Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 9a.

The Effect of Suicide Terror Attacks Taken NOT on Buses on The Number of Daily Visits
to Restaurants and Coffee Shops by Marital Status

OLS and Poisson Regression Estimates

Variables

Mean Dependent Variable

Fraction of days spending at restaurants,
coffee shops and pubs prior to the

"Al-Agsa" intifada

Suicide bomber on a bus
during the last 7 days”

Change in number of visits (%)

Suicide bomber on a bus
during the last 7 days”

Change in number of visits (%)

Controlling for:

Demographics
Year fixed effects
Month fixed effects
Day fixed effects

Notes:

All

(i)

0.138***
(0.006)
Panel a: OLS

-0.017*
(0.008)

-12.3%
Panel b: Poisson

-0.128%**
(0.045)

-12.8%

Yes
Yes
Yes

Yes

Single

(i)

0.246***

(0.025)

-0.001
(0.008)

-0.4%

-0.006
(0.103)

-0.6%

Yes
Yes
Yes

Yes

Married
All

(iii)

0.116%**
(0.007)

-0.032%**
(0.008)

-27.6%

-0.264%+
(0.056)

-26.4%

Yes
Yes
Yes

Yes

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
The sample excludes households in locations with less than 100K inhabitants.
~ Dummay variable that equals 1 if at least one incident over the past 7 days.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household.

Day of the week fixed effects also includes an indicator for holidays.
* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses

No
children

(iv)

0.258%+*
(0.030)

-0.087*
(0.036)

-33.7%

-0.442%%
(0.145)

-44.2%

Yes
Yes
Yes

Yes



Table 9b.

The Effect of Suicide Terror Attacks Taken NOT on Buses on Expenditures

in Restaurants and Coffee Shops by Marital Status

OLS and Poisson Regression Estimates

Variables All Single Married
All

(i) (i) (iif)

Mean Dependent Variable

Spending per day at restaurants, 6.086*** 10.733*** 5.056***
coffee shops and pubs prior to the (0.357) (1.618) (0.361)
"Al-Agsa" intifada
Panel a: OLS
Suicide bomber on a bus -0.973** 0.418 -1.631%**
during the last 7 days” (0.436) (1.745) (0.451)
Change in spending (%) -16.0% 3.9% -32.3%
Panel b: Poisson
Suicide bomber on a bus -0.168*** 0.017 -0.297***
during the last 7 days” (0.007) (0.017) (0.008)
Change in spending (%) -16.8% 1.7% -29.7%
Controlling for:
Demographics Yes Yes Yes
Year fixed effects Yes Yes Yes
Month fixed effects Yes Yes Yes
Day fixed effects Yes Yes Yes

Notes:

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties

The sample excludes households in locations with less than 100K inhabitants.

~ Dummay variable that equals 1 if at least one incident over the past 7 days.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,
years in country number of persons and number of children in household.

Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses

No
children

(iv)

12.729%**
(1.764)

-4.848%
(2.381)

-38.1%

-0.480%**
(0.020)

-48.0%

Yes
Yes
Yes

Yes



Poisson Regression Estimates

Variables All

(i) (if)
Suicide bomber on a bus -0.080*
3 days ago” (0.031)
Suicide bomber on a bus -0.072*
during the last 7 days™ (0.021)
Suicide bomber on a bus
during the last 14 days™®
Controlling for:
Demographics Yes Yes
Year fixed effects Yes Yes
Month fixed effects Yes Yes
Day fixed effects Yes Yes

Notes:

Table 10.
The Effect of Terror Attacks on the Number of Single Rides Bus Tickets by Education

(iii)

-0.041%*
(0.016)

Yes
Yes
Yes

Yes

High school and below

(iv)

-0.075**
(0.038)

Yes

Yes

Yes

Yes

(v)

-0.104*
(0.026)

Yes
Yes
Yes

Yes

(vi)

-0.054%**
(0.020)

Yes
Yes
Yes

Yes

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
The sample excludes households in locations with less than 100K inhabitants.
A AN Dummay variable that equals 1 if at least one incident over the past 3 days, 7 days and two weeks respectively.
Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household. Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%
() Robust standard errors in parentheses

Some college or more

(vii)

-0.090%**
(0.053)

Yes
Yes
Yes

Yes

(viii)

-0.010
(0.035)

Yes
Yes
Yes

Yes

(ix)

-0.006
(0.027)

Yes
Yes
Yes

Yes



Table 11.

The Effect of Terror Incidents on Single Rides by Education

Sub sample of households that purchased at least one single-ride bus ticket and did not
experience terror attacks during the first 3 weekdays in the sample nor during the week before

Poisson Regression Estimates

Variables

Suicide bomber on a bus
during the last 7 days

All

(i)

Suicide bomber on a bus
during the last 14 days ™

Controlling for:

Demographics
Year fixed effects
Month fixed effects
Day fixed effects

Notes:

Yes

Yes

Yes

Yes

-0.225*
(0.063)

High school and below

(ii)

-0.198*
(0.055)

Yes
Yes
Yes

Yes

(iv) (v)
-0.250*
(0.084)
-0.271*
(0.074)
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Some college or more

(vii) (viii)
-0.202**
(0.096)
-0.117
(0.085)
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
A, M Dummay variable that equals 1 if at least one incident over the past 3 days and 7 days respectively.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household.
Day of the week fixed effects also includes an indicator for holidays.
() Robust standard errors in parentheses



Poisson Regression Es

Variables

Suicide bomber on a bus
3 days ago

Controlling for:

Demographics
Year fixed effects
Month fixed effects
Day fixed effects

Notes:

timates

All Days

Al
(i)

-0.139%+*
(0.042)

Yes
Yes
Yes

Yes

Table 12.
The Effect of Suicide Terror Attacks Taken on Buses on
the Number of Single-Ride Bus Tickets, by Exposure to News Papers

Metro
(i)

-0.209%**
(0.055)

Yes
Yes
Yes

Yes

Weekdays
during the past 2 days
(t-2, t-1)

All Metro
(iii) (iv)
-0.197***  -0.382***
(0.055) (0.079)
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Holidays

(or SHABAT)

during the past 2 days
(t-2, t-1)

All Metro
(V) (vi)
-0.036 0.043
(0.066) (0.081)
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
The sample excludes households in locations with less than 100K inhabitants and non-Jewish households.
A Dummay variable that equals 1 if at least one incident over the past 3 days.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household.
Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%
() Robust standard errors in parentheses



Table 13.
The Effect of Suicide Terror Attacks Taken on Buses on the Number of Single Ride Bus Tickets,
by Exposure to Media Coverage (News Papers) and Education.

Poisson Regression Estimates
Variables All Education

High school At least
some college

(i) (i) (iii) (iv)
(1) Suicide bomber on a bus 3 days ago -0.209* 0.045 -0.030 0.171
(0.055) (0.080) (0.104) (0.128)
(2) News paper coverage -- 0.039 -0.010 0.136***
(=1 if no holiday or weekend/SHABAT (0.044) (0.055) (0.074)
during the past 2 days)
(3) Suicide bomber on a bus 3 days ago X -- -0.448*** -0.576*** -0.288
News paper coverage (0.113) (0.154) (0.169)
4 O+@ - -0.403*** -0.605*** -0.117
(0.079) (0.000) (.110)
Controlling for:
Demographics Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
Month fixed effects Yes Yes Yes Yes
Day fixed effects Yes Yes Yes Yes

Notes:

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
The sample excludes households in locations with less than 100K inhabitants and non-Jewish households.
A Dummay variable that equals 1 if at least one incident over the past 3 days.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household.

Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses



Table 14.
The Effect of Suicide Terror Attacks Taken on Buses on The Number of Single-Ride Bus Tickets,
by Exposure to Media Coverage (New Papers) and the Frequency of Use

Sub sample of households that did not experience terror suicide attacks
during the first 3 weekdays in the sample nor during the week before that

Poisson Regression Estimates

Variables All Frequency of use
One ticket At least two
or less tickets
(i) (if) (iii) (iv)
(1) Suicide bomber on a bus 3 days ago -0.138** 0.019 -0.161 -0.006
(0.069) (0.099) (0.233) (0.131)
(2) News paper coverage -- 0.055 -0.052 0.162***
(=1 if no holidays or weekend/SHABAT (0.055) (0.101) (0.098)
in the past 2 days)
(3) Suicide bomber on a bus 3 days ago X -- -0.292** -0.350 -0.205
News paper coverage (0.140) (0.332) (0.200)
4 (1)+@) - -0.273*** -0.511** -0.211
(0987) (0.236) (.151)

Controlling for:

Demographics Yes Yes Yes Yes

Year fixed effects Yes Yes Yes Yes

Month fixed effects Yes Yes Yes Yes

Day fixed effects Yes Yes Yes Yes
Notes:

Source data: (i) CBS expenditure surveys, (ii) daily expenditure reports, (iii) terror incidents and casualties
~ Dummay variable that equals 1 if at least one incident over the past 3 days.

Demographics includes age (*4), education categories, origin and ethnic group, marital status,

years in country number of persons and number of children in household.

Day of the week fixed effects also includes an indicator for holidays.

() Robust standard errors in parentheses



10 Theory Appendix

Proposition 1 An increase in the taste for x through an increase in a induces an
increase in the consumption of x when expenditures on reducing fear, E are exogenously

given
Proof. FOC for F =0 and for £ =1 are

W2 () = a(phau(
W, (") = a(pau(

8

0*) _pOuz (Z’O*)) _’_pg (I _ 7T.‘(131.0*) o poﬂ-x — 07
1*) — P, (xl*)) +p§c (I - T — TE) —plmy, = 0,

8

where p° = p(x,7, f (1,m)) and p' = p(z,7,0). 2% and x'* represent the optimal

consumption of x for £ = 0 and E = 1 respectively.

Note that both a (pau(z) — p°u,) and a (pLau(x) — ptu,) are positive which means
that

W >0, Wl >o.
Since W2, < 0 and W < 0 then

de* dxl*
7a > 0; 7o > 0.

Proposition 2 An increase in the degree of terrorism T reduces consumption of x

when expenditures on reducing fear, E are exogenously given.

Proof. According to FOC (au, —m,) > 0 for E = 0 and for £ = 1. According

to FOC (au, (z**) — m,) > 0 and (au, (z'*) —7,) > 0. Given our assumption that
p, <0 and that p,, <0 then

Wor (a%) = i, (au(a®™) + I — mpa®™) + p7 (au, (%) — ) < 0,
WL (z*) = pl (au(z™) + I — m2™ — 7g) + pt (au, (%) —7,) < 0.

Since W2, < 0 and W}, < 0 then

de* d:Cl*
< 0; < 0.
dr Todr

o7



Proposition 3 Consumers with a greater taste for x are more likely to spend g and

overcome fear, given the degree of terrorism.

Proof. By the envelope theorem the effect of an incremental increase in a on

(Wl (ZL’l*) _ WO (xO*)) is

d(Wl (Il*) _ WO (.1}0*))
da

=p(r,z") u(@™) — p (7,2", F (2°%)) u(z"). (21)
We have shown that z'* > 2%*. Therefore, by revealed preferences

W (z") =p(r,2") (au(a"™) + I — ma™ — 7g) > p (1,2%) (au(@) + [ — 7,2" — 7)) = W' (2™).

Note that
P (7’, xl*) <p (T,JIO*) , (22)
and
(I — mpatt — 7TE) < (I — e — 7TE) ) (23)
Therefore
p (7, 2") au(z™) > p (1,2%) au(z™). (24)
Note that

P (T,l‘o*) > p (T, " F (3:0*)) ,

and therefore
p(r,2™) au(z™) > p (1,2%, F (%)) au(2"). (25)

o8



Data Appendix Table 1. List of the 20 Most Fatal Terror Attacks Against Israeli Targets During the "Al Agsa” Intifada

Date

Year

2002

2003

2003

2001

2003

2002

2003

2002

2003

Month

March

Jan

August

June

Oct

June

March

June

June

Day

27

19

18

11

Victims and the Type of Terror Attack

30 people were killed and 140 injured - 20 seriously - in a suicide bombing in the Park Hotel in the coastal city of
Netanya, in the midst of the Passover holiday seder with 250 guests. Hamas claimed responsibility for the attack.

23 people - 15 Israelis and 8 foreign nationals - were killed and about 120 wounded in a double suicide bombing
near the old Central Bus Station in Tel-Aviv. The attack was apparently carried out by two members of the Fatah
Al-Aasa Martvrs Brioades. with the help of the Islamic Jihad.

23 people were killed and over 130 wounded when a Palestinian suicide bomber detonated himself on a No. 2
Egged bus in Jerusalem's Shmuel Hanavi neighborhood. Hamas claimed responsibility for the attack.

21 people were killd and about 120 were wounded when a suicide bomber blew himself outside a disco near Tel
Aviv's Dolphinarium alonag the seafront promenade just before midnight on Friday.

21 people were killed, including four children, and 60 wounded in a suicide bombing carried out by a female
terrorist from Jenin in the Maxim restaurant in Haifa. The Islamic Jihad claimed responsibility for the attack.

19 people were killed and 74 were injured - six seriously - in a suicide bombing at the Patt junction in Egged bus
no. 32A traveling from Gilo to the center of Jerusalem. The bus, which was completely destroyed, was carrying
manv students on their wav to school. Hamas claimed responsibilitv for the attack.

17 people were killed and 53 wounded in a suicide bombing of an Egged bus #37 on Moriah Blvd. in the Carmel
section of Haifa, en route to Haifa University. Hamas claimed responsibility for the attack.

17 people were killed and 38 injured when a car packed with a large quantity of explosives struck Egged bus No.
830 traveling from Tel-Aviv to Tiberias at the Megiddo junction near Afula. The bus, which burst into flames, was
completely destroyed. The terrorist, who drove the car bomb, was killed in the blast. The Islamic Jihad claimed
resnonsihilitv for the attack.

17 people were killed and over 100 wounded in a suicide bombing on Egged bus #14A outside the Klal building
on Jaffa Road in the center of Jerusalem. Hamas claimed responsibility for the attack.



Date

Year

2004

2001

2001

2002

2002

2002

2002

2002

Month

August

Dec

August

March

May

Oct

Nov

March

Day

31

9

31

21

15

9

Victims and the Type of Terror Attack

16 people were killed and 100 wounded in two suicide bombings within minutes of each other on two Beersheba
city buses, on route nos. 6 and 12. The buses were traveling along Beersheba's main street, Rager Blvd, near
the citv hall. Hamas in Hebron claimed respoonsibilitv for the attack.

15 people were killed and 40 injured in a suicide bombing on an Egged bus No. 16 in Haifa shortly after 12:00.
Hamas claimed responsibility for the attack.

15 people were killed and about 130 injured in a suicide bombing at the Sbarro pizzeria on the corner of King
George Street and Jaffa Road in the center of Jerusalem. Hamas and the Islamic Jihad claimed responsibility
for the attack.

15 people were killed and over 40 injured in a suicide bombing in Haifa, in the Matza restaurant of the gas
station near the Grand Canvon shoppina mall. Hamas claimed responsibility for the attack.

15 people were killed and 55 wounded in a crowded game club in Rishon Lezion, southeast of Tel-Aviv, when a
suicide bomber detonated a powerful charge in the 3rd floor club, causing part of the building to collapse.
Hamas claimed responsibilitv for the attack.

14 people were killed and some 50 wounded when a car bomb containing about 100 kilograms of explosives
was detonated next to a No. 841 Egged bus from Kiryat Shmona to Tel-Aviv, while traveling along Wadi Ara on
Route No. 65 toward Hadera. The bus had pulled over at a bus stop when the suicide bomber, from Jenin,
drivina a ieen. annroached from behind and exnloded. The Islamic Jihad claimed resnonsihilitv for the aftack.

12 people - 9 soldiers and three civilians from the Kiryat Arba emergency response team - were killed and 15
others wounded Friday night in Hebron when Palestinian terrorists opened fire and threw grenades at a group of
Jewish worshipers and their guards as they were walking home from Sabbath prayers at the Cave of the

Patriarchs. The dead included civilian worshipers and soldiers, some of whom were caught in an ambush as
thev niiraiied the attackere Three terraricte were killed in the attack which was claimed hv the Iglamie lihad

11 people were killed and 54 injured, 10 of them seriously, when a suicide bomber exploded at 22:30 PM
Saturday night in a crowded cafe at the corner of Aza and Ben-Maimon streets in the Rehavia neighborhood in
the center of Jerusalem. Hamas claimed responsibilitv for the attack.



Date

Year Month Day

Victims and the Type of Terror Attack

2002 Nov 21

2002 March 2

11 people were killed and some 50 wounded by a suicide bomber on a No. 20 Egged bus on Mexico Street in
the Kiryat Menahem neighborhood of Jerusalem. The bus was filled with passengers, including schoolchildren,
traveling toward the center of the city during rush hour. Hamas claimed responsibility for the attack.

11 people were killed and over 50 were injured, 4 critically, in a suicide bombing at 19:15 on Saturday evening
near a yeshiva in the ultra-Orthodox Beit Yisrael neighborhood in the center of Jerusalem where people had
gathered for a bar-mitzva celebration. The terrorist detonated the bomb next to a group of women waiting with

their baby carriages for their husbands to leave the nearby synagogue. The Fatah Al-Agsa Martyrs Brigade took
recnnnsihilitv faor the attack

11 people were killed when three terrorists attacked a No. 189 Dan bus and several passenger cars with a
roadside bomb, anti-tank grenades, and light arms fire near the entrance to Emmanuel in Samaria at 18:00 P.M.
About 30 others were iniured. Both Fatah and Hamas claimed responsibilitv for the attack.

11 people were killed and over 50 wounded, 13 of them seriously, in a suicide bombing of an Egged bus no. 19
at the corner of Gaza and Arlozorov streets in Jerusalem. Both the Fatah-related Al Agsa Martyrs' Brigades and
Hamas claimed responsibility for the attack, naming the bomber as Ali Yusuf Jaara, a 24-year-old Palestinian
noliceman from Bethlehem.

2001 Dec 12
2004 Jan 29
Source:

Israeli Ministry of Foreign Affairs.

http://www.mfa.gov.il/MFA/Terrorism-%200bstacle%20t0%20Peace/Palestinian%20terror%20since%202000/Victims




Data Appendix Table 2.

Casualties By Type of Terror (or Violence) During the "Al-Agsa" Intifada, 2000 to 2005

Type of incident

All
Civilians
% of all

Suicide bomber

All
Bus
Other

Booby trap

Shooting

Sniper

Demolition Charge
Stabbing

Kassam rockets
Military battle
Other

Incidents

344

86
26
60

140
18
14
16

5
35
28

Casualties

All

Israel 1967 Borders (including East Jerusalem)

All
Civilians
% of all

Suicide bomber

All
Bus
Other
Booby trap
Shooting
Sniper
Demolition Charge
Stabbing

Kassam rockets
Military battle
Other

Source:
Israeli Ministry of Foreign Affairs.

http://www.mfa.gov.il/MFA/Terrorism-%200bstacle%20t0%20Peace/Palestinian%20terror%20since%202000/Victims

131

65
23
42

32

10

11

5792

4630
1522
3108
250
676
41
142
18
34
203
116

4739

3950
1391
2559
193
382

94
12
26
19
62

Fatal

1107
893
81%

582
229
353
50
245
29
38
18

97
66

660
631
96%

487
205
282
35
73

12

10
27

Injured

4685
4484
96%

4048
1293
2755
200
431
12
104

25
106
50

4079
4037
99%

3463
1186
2277
158
309
85

20

35

Casualties per incident

All

17

54
59
52
31

N

10

N o N R

36

61
60
61
48
12

94

10

Fatal

N W NP WDNDNO OO O N

N OO N P © P N O N O N

Injured

14

47
50
46
25

N W Ol ©O N P W

31

53
52
54
40
10

85

w o1 01 O



Data Appendix Table 3.
Terror Incidents and Casualties by Type of Attack, Location, and Day in the Week

Day in the Week

Total

% of all
% within category

Sunday
Monday
Tuesday
Wedensday
Thursday
Friday
Saturday

Average

Incidents

All

344

53
45
53
52
65
46
30

49

ISR 67

129

38%

25
14
20
25
24
11
10

18

Fatal Casualties

All

1107

184
102
187
212
201
116
105

158

Civilians
All

893

81%

150
69
164
176
156
94
84

128

ISR 67

631

57%
71%

115
42
122
148
84
53
67

90

Wounded

All

4685

970
364
755
900
782
448
466

669

Civilians
All

4484

96%

936
338
731
858
737
439
445

641

ISR 67

4037

86%
90%

833
320
675
828
571
406
404

577

Suicide Bomber

All

78

16
12

15
14

11

ISR67

65

83%

14

10
13
11

bus related
All ISR67
26 23
33% 29%
88%
7 6
0 0
6 5
6 6
6 5
1 1
0 0
4 3



Robustness Appendix, Table 1.
The Effect of Terror Attacks on the Usage of Public Bus Transportation

Poisson and Negative Binomial Regression Estimates

Dependent variable: Number of bus tickets purchased

Variables Poisson Negative Binomial
Dsipersion
Constant Mean
(i) (i) (iii) (iv) (V) (vi) (vii)
Suicide bomber attacks on buses -0.107***  -0.071***  -0.057*** -0.100***  -0.073** -0.058* -0.105***
during the last week” (0.015) (0.015) (0.016) (0.035) (0.035) (0.035) (0.028)

Controlling for:

Demographics Yes Yes Yes Yes Yes Yes Yes
Year fixed effects No Yes Yes No Yes Yes No
Month fixed effects No No Yes No No Yes No
Day fixed effects No No Yes No No Yes No
Notes:

Source data: (i) CBS expenditure surveys for the years 1999-2004, (ii) (ii) terror incidents and casualties.

" Between yesterday and a week before that (t-1 to t-7).

Demographic variables include age (*4), education categories, origin and ethnic group, marital status,

years in Israel, indicators for recent immigrants from former USSR and Ethiopia for number of persons and number of children in household.
Day of the week fixed effects also includes an indicator for holidays.

* significant at 10%; ** significant at 5%; *** significant at 1%

() Robust standard errors in parentheses

(viii)

-0.065**
(0.029)

Yes
Yes
No

No

(ix)

-0.052*
(0.029)

Yes
Yes
Yes

Yes



Data Appendix Table 4.
CBS Expenditure Surveys For the Years 1995 to 2004

Exclusion cretiria Households

Number % of

previous

step
All 36099 1
Excluding:
Households for which family file is missing 34044 94%
Households where head is younger than 22 or older than 79 32559 90%
Head does not report schooling 31496 87%
Head does not report marital status 31495 87%
Head does not report immigration status 31301 87%
Head missing religion or inconsistent 31301 87%
Head does not report country of birth 31301 87%
Household does not report city / location of residency 31301 87%
Household reports total incomes <=0 31261 87%
Base file: 31261 87%

Among them

with bi-weakly diaries observed for 2-weeks 27439

% of initial

6%

4%

3%

0%

1%

0%

0%

0%

0%

0%

12%





