Impact of Military spending 1

Contents

FY o1y o - ot PP OPSTTRPTOPROt 3

L@ - (=] P 4
1.0 INEFOTUCTION ...ttt sttt b s bt e et b bbb e e e et ebesb e b e e seneenene 4
1.2 RALIONAI OF STUAY ...ttt ettt sttt eae b e n e oo 5
1.3 ProbIem SAIEMENT........c.ciriiiciici ettt 6
1.4 RESEAICN QUESTION ...ttt et e s te e s raesr e e s aaesateenteenteentaenteenseenseennes 8
1.5 ODJECTIVES ...ttt sttt b e bbbt b e bbb ettt b e nh e b s eanene s e 8
1.6 CONLrIDULION OF STUAY ...c.veueeieiieieet ettt st nes 8
1.8 SIgNITICANCE OF STUAY ... ettt sttt bbbt ebe e enes 8
1.7 Definition OF KEY TEIMS .....ooiiiieieieieeeeesie ettt et e et st e et e st eesa et e sreesaensesreennenes 9
1.9 StruCture Of DISSEITALION ........cueiiiriirtiieiet ettt st 11

CRAPTET 2.ttt h b sttt h bbb et h bt h e h et a bt b et e e neeaeenes 14
2.1 LITEIATUIE TEVIBW ...ttt ettt snee s 14
The “Ben0it- HYPOINESIS.......ccviiiieieiecieeeectestt ettt sttt ettt s be e e b e steesaenbesteesaensesseennenes 20
The deStrUCtIVE NYPOLNESIS.......ecieeeieieeeceece sttt et st e st e st e b e steesaenbesreennenes 24
EXEEINAIIEIES ettt et s e e bt e n e e e s b e s r e e e s e sreeeree s 27
CONTIICE EXPEIIENCE ...ttt sttt ettt et e te st et e st s st ensesseeneeseseeeneensessesneensessesnsensens e 29
INALUFAI RESOUICES ..ottt ettt b sttt et be sttt e s et et ebesbe b et e e s sas 31
L0 1= [0 a1 YL TSP 35
(O] oo T o ) 1 - o [ 38
2.2 TheoretiCal frame WOTK ..ottt 39
2.3 RESLAICH NYPOLNESIS.....ceitititieiet ettt s neen 40

L0 =T o] (= U 41
3.1 ReSEarch MethOUOIOQY .....c.ecuveuieiiiieeetece ettt et te st e se e b e steesaenbesreennenes 41
A T cT: Lo N 010 001 R 41
3.3 RESEAICN @PPIOACKH ...ttt 41
BB oo 1o (T 1T | SO 41
3.5 RESEAICN POPUIALION........eeiiiieeieiee ettt ettt ettt s se et e s beesaeaesteeseessestesseensensessnenes 42

3.6 Sample and sampling tECANIGUE.......cveiuieieiecieceee ettt st e re b besre e 42



Impact of Military spending 2

BT PIOCEAUIE ...ttt sttt b e bt s b st e b et e e bt e bt sb et et et e st ebesbesbesten sneeneebens 42
3.8 IMIBASUIBIMENL ...ttt ettt b e bt e s bt e b e s bt sbe e s ae e sate et e sabesabeebe e beenbeesbeesaeesae nbeens 43
(O =T o] (- S 46
4.1 Data analysis and RESUITS. ......c..ciiiiiriieieiet sttt 46
A | oo =TSR 48
A 0o o1 1Tt =D oL =T Tor - TSRO 49
AN [ I L= 01T g To =T o | USSR 51
4.5 TTAUE OPBINNESS. ....eueetiterteteteit ettt et st et ettt b e eb s bt et et e st e bt e b e sb e b e e e s e st e bt sbeeb e st et eseeaeeseebenbennenenne e 53
4.6 MINETAl DEPENUENT. ....c.eitiieieiieitet ettt ettt sttt ettt b e st et e st b e b st et et et eneebeneenen 55
4.7 DEVEIOPEU COUNIIIES. .. eviereieeteetesteeteete st et et e ste st estestesreebestesseessessesseessesseassessesseessensestessaensessesseenes 56
L0 T T o] (=] O 58
5.1 DiSCUSSION ANG CONCIUSION ...ttt ettt ettt ettt st e e bt st et e sbe et e stesbeeneebesaeeneenes 58
5.2 POICY IMPIICALION .....eviiiiiecc ettt e s ese b e 58
5.3 LiMitations OF STUAY ....ccvivveeiiiieieesecee ettt sttt sttt e s se e s e stesseensensenneenes 59
RETEIENCES. ...ttt b e sttt a e bt b s b e et e st e bt e bt e b b et et e neebe e ebe b e e eneene et 60

ES) 0] o1 10 (=R 70



Impact of Military spending 3

Abstract
This research examines the relationship of military expenditures and growth, using

model based on Solow growth equation further taking into divisions due to different factors that
may influence growth of about 89 countries related to time period of 1993 — 2014. The major
focus of the research is to take into consideration complexities of group. Data is further
segregated into relevant factors such as conflicts, aid dependence, mineral dependence developed
economies and relationship of military expenditure is evaluated. The factors into consideration
are developed countries, conflict consistency, natural resource abundance, openness of trade and
aid. Having found the relationship between military expenditure and economic growth the data
was further segregated based upon above mentioned factors which also showed negative

relationship.
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