Full Report of Research Activities and Results

Objectives

The main ams of the research were to undertake a set of tightly linked theoretical and
empiricd invesigationsinto:
The relationship between military expenditure, invesment behaviour and
economic growth in OECD, smdl industrialisng and developing economies.
How the globa defence industry has been restructured and the implications of
these changes for procurement policy.

Soecm c research objectives are:
Tojointly sudy the determinants of military expenditure, investment behaviour
and economic growth by estimating a multaneous demand for military
expenditure and growth system using large panels of data drawn from these
groups of countries.
To investigate the restructuring of the globa defence industry and how this has
affected the procurement process, by analysing the growth and surviva of 100
largest arms producers and the changing nature of the procurement process, using
annua SIPRI data
To develop, in relation to the previous objective, how procurement policy and the
regulation of arms exportsin the main arms exporter countries can be conducted
when cost and market conditions are increasingly less visible to governments.

These ams have been fully met by the project. In particular, objective 1 is addressed
principaly by Dunne, Smith and Willenbockel (2004), Dunne and Smith (2004),
Dunne, Nikolaidou and Smith (2002), and Dunne, Freeman and Soydan (20043,
2004b); objective 2 by Dunne, Garcia-Alonso, Levine and Smith, henceforth DGLS
(20044, 2004b), and Dunne and Macdona d(2002, 2003); objective 3 also by DGLS
(2004a) and by Garcia-Alonso and Levine (2003), Garcia-Alonso, Levine and Morga
(2003), and Dunne and Perlo Freeman (2003c, 2003d).

In places our research has taken us beyond the remit of the project partly from the
internal momentum of the research itsdf and partly in response to events and those
following September 11" in particular. In the former category Garcia-Alonso and
Levine (2004) generdizes the modd of market structurein the globa arms industry
reported in DGL'S (20048a) to any industry in which governments use procurement to
influence market structure. Garcia- Alonso, Levine and Morga (2003) studies an
arrangement associated with arms offsetsin the form of export insurance coverage.
Brauer and Dunne (2004a, 2004b) and Dunne and Lamb (2004) make more genera
contributions to this literature. In response to September 11", DGL'S (2004c) presents a
ample modd that cgptures some of the issuesinvolved in managing asymmetric
conflict. Full details of the results from these papers and how they relate to these
objectives are provided below in the results section.



Methods

In our theoretical work we pursued a methodology used in our previous ESRC-
financed project of congtructing partia equilibrium modes linking supply and
demand in the internationd market for military goods and providing resultsin the
form of analytica results where possble and smulation results on a cdibrated mode
otherwise. Our empirical work used standard econometric pand data and other
techniques. In our estimation of multaneous demand for military expenditure and
growth Dunne and Smith (2004) reviews some difficult identification issues and
discuss econometric methods for pandls. Econometric issues for analyzing the growth
of companies within aframework of testing Gibrat’s Law isdiscussed in

DGLS (2004b).

Results

Objective 1: to jointly study the determinants of military expenditure,
investment behaviour and economic growth

Dunne, Smith and Willenbocke (2004) provides a contribution to the military
expenditure-growth debate, with a comprehengve critique of the main growth mode
used in such gtudies, the Feder Ram modd. It outlines the modd’ s theoretical and
empiricd limitations and develops this model to explicitly ded with apand of data It
concludes with some interesting results for 28 countries, with military spending
having a negative impact on the long run steedy state growth path. Dunne and Smith
(2004) uses the same data set to andyse the relationship between military spending,
investment and economic growth. It briefly reviews the economic theory, emphasising
the difficult identification issuesinvolved in determining the interaction between
military expenditure and output and discusses econometric methods for panels. Then
it provides estimates of various models examining the interaction between the three
variables. The data do not suggest any strong relations between military expenditure
and either investment or growth. Thisis not unexpected given the theoretica and
econometric problemsinvolved. In asmilar vein, Dunne, Nikolaidou and Smith
(2002) anayses apane of small indudtrialised economies, estimating a growth equation
and an investment equiation, where investment is afunction of growth and military
expenditure. The dataiis used to consder the individual economies and to provide
some pand time-series results. The results show that for the small industridised
economies there is some evidence of a negetive impact of military soending on
growth and investment.

Other work has dedlt with other possible indirect effects of military spending on
growth. Dunne, Freeman and Soydan (20043, 2004b) consider the impact of military
spending on debt; the firgt of these papers examines apand of 11 smdl industridising
economies and provides estimates for fixed effects and random effects models and
then moves on to consider dynamic models. The dynamics are found to be important
and the resullts suggest that military burden does indeed have a positive impact on the
share of externa debt in GDP.

It isimportant not only to consder cross-country information, but aso to investigate
the dynamics of particular countries. Dunne, Freeman and Soydan (2004b) provides
such an analysis for Argenting, Brazil and Chile. These countries were chosen as the



debt crisisthat struck South American countriesin the 1980s led to severe recession
and chronic economic problems and there has been consderable variation in these
countries’ military expenditures. The paper finds no evidence that military burden hed
any impact on the evolution of debt in Argentinaand Brazil, but some evidence that
military burden tended to increase debt in Chile. At the same time Chile was the least
affected of the three countries by acute financia crises resulting from the debt
problems, athough their relative levels of debt were as high or higher. This suggests
that military burden may be important in determining debt in countries, but it isonly
of Sgnificance when it is not swamped by other macroeconomic and internationa
factors.

Other work in progress, Dunne and Watson (2004) undertakes an empirica andyss
of the employment effects of military expenditure in Western Europe. EStimating
country-specific labour demand models leads to the conclusion that there are
consderable differencesin the estimated impact of military expenditure on
employment. This leads to the hypothess that such findings are due to changesin the
nature of arms production and can only be understood through further examination of
the link between military expenditure and technologica progress. Congructing a
pand data set covering the main European arms producers and the emerging ams
indudtries dlows an investigation of whether, or not, technological “spin-offs’ from
the arms production sector have led to changes in employment. Other contributions
include Dunne and Birdi (2002) and Dunne and Nikolaidou (2002).

While not dways being able to conduct a smultaneous mode andyssit is ill

important to try to understand the determinants of military spending. Thisis

particularly true for developing and newly industrialisng economies, Dunne and

Perlo Freeman (20033, 2003b) and Dunne, Nikolaidou and Mylonidis (2003) deal with
thisissue. Finaly Batchdor, Dunne and Lamb, (2002) provide a detailed case study

of determinants of military expenditure in South Africa. Overdl, these studies are
congstent with the generd finding that military expenditure has asmal negative impact
on economic growth and on public finances and that changes in military spending are
influenced mainly by dtrategic effects.

Objective 2: to investigate the restructuring of the global defence industry and
how this has affected the procurement process.

This objective was pursued in both theoretica and empirica sudies. In

DGLS (2004a) we congtruct atheoretical model of market structure in the globa arms
industry linking concentration, military procurement, internationd trade and regiond
conflict. We show how concentration depends on R&D costs as a proportion of the
firm’s output, the willingness of producers to import for their military needs and on

the relative Sze of the externa market of nonproducers. DGL S (2004b) provides our
most recent empirical andlyss of the restructuring of the internationd industry, using

the SIPRI company data. It finds that concentration increased in the defence industry,
by more than would be expected from the fdl in military expenditure, but this
discrepancy can be accounted for by the other determinants of concentration found in
our theoreticd model. We aso find that the industry is not as concentrated as other
amilar high technology industries. Again our theoreticd model can account for thisas
arisng from national governments' support for their own industry. This paper dso
reports an empirica andysis of the dynamics of the change in the size digtribution of



firmsin the industry companies within aframework of testing Gibrat’s Law (that the
growth in firm sze is random).

Wefind that Gibrat'slaw is not rgected in the US sample, though it isin the rest of
the world and in the pooled sample, though pooling the two samplesis strongly
rejected. For the rest of the world, the estimates indicate that small firms grow faster
than large firms, though these results are sengtive to outliers, in particular two smal
arms producers (GKN and Celsius) which grew from less than $200m to over $1000m
by acquistion. Exduding the very smdl firmswith arms sdes less than $400m, we
find that Gibrat's law holds amost exactly for the non-US sample aswell asthe US
sample. This suggests that growth in Sze of firmsisindeed random and that to

explain the evolution of the market, one should look (as we do in our theoretical
andyss) at features that are particular to the market, that is characteristics of demand,
rather than to features that are particular to individud firms.

Empirica work on procurement has focussed on the UK experience with a paper and
a chapter. Dunne and Macdonald (2002, 2003) andyse the changesin the nature of
procurement practices and the relations between state and industry in the UK that
have taken place. They consder the restructuring and reorganisation that has taken
place, comparing the decades before and after the Cold War and finding that, despite
the marked changes that have taken place, there is ill evidence of consderable
continuity.

Objective 3: to investigate how procurement policy and the regulation of arms
exports in the main arms exporter countries can be conducted when cost and
market conditions are increasingly less visible to governments.

Putting the asymmetric information aspects to one sde for the moment, the complete
information modd of DGLS (2004) provides some important ingghts into
procurement and arms export regimes. This paper shows that there can be substantia
gains to producers from co-operation in the procurement process, but also small gains
to non-producers involved in regiona arms races. Arms export controls that limit the
level of technology that can be exported to non-producers distributes these co-
operative gains from producers to non-producers. In addition two papers, Dunne and
Perlo Freeman (20033, 2003b) prepared for Oxfam, look at the impact of a
responsible arms control policy on the UK economy, in generd and in the case of UK
component exports. Both have been used as background papers in Oxfam’s campaign.

Turning to the private information issue, two theoretica papers cover different

sources of asymmetric information tha can arise anong the main playersin the ams
trade and conflict Stuations. In afirst paper (Garcia- Alonso and Levine (2003)), the
tools of the strategic trade literature are gpplied to the internationdl trade in arms.

We examine the effect of arms contrals, in the form of licensng delays, on the
incentives to subsidize arms exports and conversdly the effect of the WTO arms trade
exemption on the incentives to break arms control agreements. Our main result is that
arms controls and free trade commitments re-enforce each other. Licensing delays
reduce the incentive to subsidize and free trade without subsidies reduces the benefits



of aunilatera drogation of arms controls. Transparency actualy worsens the Nash
inefficiencies a play in that incomplete information leads to lower subsdies and

lower arms exports. Whereas the lack of transparency associated with the arms trade
iswiddly criticized by internationa community, our result suggests that in alimited
sense it may have abeneficid roleto play. If inregponseto this criticiam, the ams
trade does become more transparent, then the abolition of the WTO exemption for this
sector will become a priority.

A second paper (Garcia-Alonso, Levine and Morga (2003)) studies the impact of
Export Credit Agencies (ECAS) which provide guarantees, insurance and reinsurance
againg loss due to failed export contracts or payment default. Inthe UK., the
mgority of such guarantees are given to defence projects. Contracts can fail to be
honoured for two reasons: political default, owing to achangein the priorities of the
importer government, or commercid default, owing to the importer country being
unhappy with the qudity of the product once it is ddivered. In deciding whether or
not to import a product a government must assess the incentives that the firm hasto
produce a high quality good. We prove that the existence of asymmetric information
between exporter firm, exporter government and importing government with respect
to the quality of the exported product or project can frustrate trade. Furthermore, we
prove that export credit guarantees can improve the scope for trade by encouraging
risk adverse firms to trade with countries that might engage in politica default, but
that it may a0 reduce the scope for trade by increasing the incentive of firmsto
export low qudity. This suggeststhat an excessive leve of coverage will have a
negative impact on trade. The reason being that high level of coverage will decrease
the expected losses of the firm if it decided to ddiver low qudlity and will, therefore,
discourage the importer country from signing an export dedl with the firm. Our paper
is especialy relevant to goods or projects covered by an ECA whose quality is not
eadly verifidble prior to, or even dfter, project ddivery. Thisisindeed the case with
many defence products. A standard high degree of coverage might make it difficult to
ensure thet the firm has sufficient incentive to ddliver.

Research Going Beyond the Original Objectives

Although certain aspects of our model in DGLS (2004a) are tailored to specific
features of military procurement (e.g., demand is partly driven by arms races, ams
exports are regulated) other aspects have more genera applicability. Thereare a
number of industriesin which governments use procurement, subsidies or regulaions
to influence or determine market structure to meet objectives other than those of pure
competition policy. Thismay be because the government isitsalf amgjor customer as
for ams or for pharmaceuticalsin many countries. The government may aso
influence market structure because it believes that there are important externdities
such as press freedom or public service broadcasting in the mediaindustry. Although
demand is driven by quite different forcesin arms, pharmaceutical or media, in eech
case governments will perceive benefits from a greeter variety of product (wegpons,
drugs, types of teevison channd). They are dso likely to be concerned that
competition alone cannot be relied upon to produce the optima number of varieties or
adructure of supply that meets nationa needs. Garcia-Alonso and Levine (2004)
congtruct amode that addresses these more generd issues and in addition goes
beyond the assumption of monopolistic competition in DGL S (2004a) to examine
markets with smal numbers of firmswho set prices srategicaly. On the whole the



effects on concentration of openness and the presence of an externa market are re-
produced in this mode while the effect of Strategic pricing by firmsisto enhance
these effects.

Export insurance coverage issues examined in Garcia- Alonso, Levine and Morga
(2003) arejust oneform of arms offsets ded used in internationd trade. The use of ams
offsts, in dl their various forms, is amuch-questioned policy (especidly by economists)
that has so far recelved little formd scrutiny. The project has had an input into the
development of this area of research, some of which goes beyond the origind objectives
of the project. The Cape Town conference provided the basis for avolume of

collected work on the economics of arms trade offsets (Brauer and Dunne, 20043).
This provides a vauable collection making contributions to the theoreticd and

empirica literature with arange of case sudies. It includes contributions from the

project and from the projects research network. Brauer and Dunne (2004b) provides an
introduction to the book and Dunne and Lamb (2004) a case study of South Africa
South Africais a particularly important case study for research on the economics of
offsats asit is presently involved in one of the most controversia arms deals

involving offsets and the degree of coverage, of transparency and of debateis
unprecedented.

In astudy that was motivated by post 9/11 events and al so goes beyond the scope of
the project as envisaged at the pre 9/11 time of submission, DGL S (2004c) present a
game-theoretic modd that addresses some of the issues and difficultiesinvolved in
managing asymmetric conflict. Asymmetric conflict arises in Stuations in which there
isan asymmetry in the objective functions and information about the opponent’s
technology as two parties face a conflict Stuation. Our model amsto capture a
dtuation where an incumbent power with a high share of status quo resources and
access to tradition military technology, faces a contestant power who may consider
the acquisition of an ‘dternative technology’ to be used in a conflict Stuation. In the
face of uncertainty with respect to the specific type of dternative technology, the
contestant may choose to acquire it and the incumbent may decide to continue to
acquire the traditiona military technology. The paper captures anumber of stylized
facts of the post September 11" world: the inertia thet traditional powers havein the
way in which they fight in conflicts, the very different access to resources by different
conflicting powers, their very different shares of peace resources and the one-sided
uncertainty that traditiona powers facein identifying their adversary.

The paper includes anumber of particularly interesting results: first, we prove thet
increases in the incumbent’ s level of military expenditure or effort will not only tend
to encourage the use of dternative technologies, but it will dso increasethe
technologica difference between those technol ogies and the traditiond technology
used by the incumbent. Thiswill have an adverse effect on the incumbent’ s conflict
success probability. Asaresult, an increase in the access to dternative technologies
will decrease the optimal leve of effort exerted when a conflict is expected. Second,
we are able to prove that a reduction in the fixed cost attached to choosing a
technology dternative to the traditiond one will actudly make it more difficult, if &
al possible, for the incumbent to try to prevent conflict by means of military effort.
Bascaly, if the incumbent wants to prevent conflict, the leve of effort required will
actudly be higher as conflict becomes more atractive for the chalenger when



differentiation becomes an option. Third, as a consequence of the above, we conclude
that as access to dternative technologies becomes easier, it will be less likely that the
incumbent decides, even if able, to prevent conflict by means of military effort.

Activities

This project built on one of the strengths of a previous ESRC-financed project on the
arms trade by developing the network of researchers interested in thisarea. This
project drew on vauable inputs from colleagues in this network at the cost to the
ESRC of only travel and subsistence. Ron Smith continued his very successful
research collaboration, while colleagues and ex-colleagues of Paul Dunne, Alvin
Birdi, Sam Perlo Freeman, Eftychia Nikolaidou, Aylin Soydan and Duncan Watson.
developed therr fruitful collaboration with him and Ron Smith. At the University of
Kent, AntoniaMorga engagaed in productive collaboration with Maria Garcia-
Alonso. In addition, Guy Lamb and Peter Batchelor continued working with Paul
Dunne on South Africaand Jurgen Brauer was dso involved in joint work. Jurgen
Brauer, Todd Sandler from the US, Michadl Brzoska from Germany, Elisabeth
Skoens from SIPRI, Ali Tasran from Gothenberg University, ChristosKolliasfrom
Greece, and Jacques Fontanel and Sylvie Mattely from France dl provided valuable
comments on the work of the project.

The annual conferences organised and supported by the project provided important
opportunities for the network members to meet and discuss their work. It aso gave
the opportunity to present the work to an informed audience and to develop the
network. These have become the leading internationa gathering of defence
economigts atracting delegates from al over the world. Details of the conferences are
avallable on the webpage. As the webpage shows the conferences attracted an
impressve range of researchers from across the world. It is heartening to see the
continued support of the conference given there has been no sponsorship available to
participants except for some of the keynote speakers. There is dso arange of
participants from academics to activigs. This influence was extended in 2003 when
the project members started an annud public lecture series & UWE Brigtol, with
Professor Ron Smith talking on “the Vaue of Defence’. This was very successtul
bringing together over 40 participants from government, industry, NGOs and
academiaas well asinterested laypersons.

The project members also organised a high profile internationa conference in Cape
Town which saw members of government, NGOs, academics and South African arms
companies debating the issue. One outcome of thisis abook edited by Dunne and
network member Bauer provides an important contribution to the policy debate.

The conferences organised by the project have been in cooperation with Economists
Allied for Arms Reduction (ECAAR). In addition, aUK NGO Campaign Againg the
Arms Trade has atended the annua conference, engaged in debate and found vauein
the project’ s output. (see the section on impact below for more details of these NGOs).

The project members presented papers at arange of conferences over the period:



2003

Papers presented to the £SSA4 Conference, Somerset West, South Africa, September
2003; the ISINI Seventh International Congress Lille, France, August 20-23, 2003;
the 5" Annual Conference of the Association of Heterodox Economics, Nottingham,
July 2003; the 7™ International Conference on Economics and Security, Bristol, June
2003; the Peace Science Congress, Amsterdam, 1-3 June 2003; the American
Economics Association/ASSA Annual Meetings, Washington January 2003, Peace
Science Society Pandl Sessions.
2002

Papers presented to The Turkish Economic and Social Studies Foundation meeting on
“Defence and the Economy”, Istanbul, November, 2002; an International Conference
on Offsets and Economic Development, University of Cape Town, Cape Town,
September 2002; the South African Trade and Industry Policy Secretariat Annual
Forum, Midrand, September 2002.

Plenary and paper presentations at 3™ Lisbon International Conference on Defence
Economics, 26-28" June 2002, | SEG-Technical University of Lisbon, Portugd;

Papers presented to the “Sixth Middlesex Conference on Economics and Security”,
Middlesex University Business School, June 2002; the American Economics
Association/ASSA Annual Meetings, Atlanta January 2002, ECAAR and Peace Science
Society Panel Sessions.
2001

Invited presentation to South African Trade and Industry Policy Secretariat Annual
Forum, Midrand, September 2001; and on “Leveraging Defence Procurement: South
Africa’, to George C Marshdl Centre Conference “Defense Economics III: Defense
Industry and the State”, Wildbad-Kreuth, Germany, August 2001. Co-sponsored by
NATO Economic Directorate.
Presentations to the Sixth Annual Conference on Econometric Modelling for Africa,
Pretoria, July 2001.

Presentations and keynote address to the First International Conference on Defence,
Security and Economic Development in the Balkans and Eastern Mediterranean,
Larissa, Greece, June 2001.

Presentations to the Fifth Middlesex Conference on Economics and Security, June 2001;
the First Rutgers Conference on Defence and Peace Economics, New Y ork. May 2001,
an Internationa Conference “Disarmament, Arms Industries and Conversion in the
Regions”, Bremen, April 2001.

Invited ord presentation to the South African Parliament’s Public Hearings on
Estimation of Economic Offsets from the Recent Defence Procurement Programme,
Cape Town, February 6 , 2001

QOutputs
Our output from the project to date conssts 27 completed papers. Thisindudes9

published papers, 3 forthcoming papers, 7 papers under consideration at journals, 2
reports and one submission to a parliamentary public hearing in South Africa. We dso
presented our research at 18 conferences over the period of the project. Severa other
papers arein progress. All of these papers are available from the project’ sweb-ste at:
http://carecon.org.uk/Armsproduction/
This website developed by the project has become an increasingly important resource
for research in the area, with project output and conference materials made available
quickly and conveniently. This has been particularly vauable for researchersin
developing countries and others who have been unable to attend the conferences.




Impacts

Over the course of both our ESRC-financed projects we have established links with
both governmentd and non-governmenta users of our research. In particular:

Export Credit Guarantees Department
Michdle Chen (Public Affairs Branch) a.
PO Box 2200

2 Exchange Tower

Harbour Exchange Square

London E14 9GS

Dfid and MoD
Professor Ron Smith have advised Dfid on arms exports and MoD on estimates of
defence industry employment.

SIPRI www.s pri.org

The Stockholm Internationa Peace Research Indtitute is a Swedish Indtitute that
conducts research on questions of conflict and cooperation of importance for
internationd peace and security, with the am of contributing to an understanding of
the conditions for peaceful solutions of international conflicts and for a stable peace.
SIPRI publishes and Annua Y earbook aswell as other research output.

Thelinkswith SIPRI (Stockholm International Peace Research Indtitute) have been
particularly strong, with Dunne and Smith acting as referees for their Y earbook,
Dunne being in their ams industry network and Dunne supervising senior researcher
Elisabeth Skoens of SIPRI for a PhD on “Globdisation of Arms Production”.

ECAAR: www.ecaar.org.uk

Economigts Allied for Arms Reduction isa US-based NGO that seeks to promote
objective economic andysis and appropriate action on gobal issuesrelating to peace,
security and the world economy. It contains many nobe laurestes and has afiliates
throughout the world. Brauer isaVice Char of ECAAR and Dunneisthe chair of the
UK éeffiliate and. ECAAR provided financid support for the Cape Town conference and
sponsors and participatesin the UK conferences. ECAAR publishthe ECAAR Review,
anewdetter and ajournd Peace Economics, Peace Science and Public Policy.
Dunne is an editor of the ECAAR Review and contributed a chapter to the 2002 edition.

CAAT www.caat.org.uk

The Campaign Againgt Arms Trade is a London based NGO working for the
reduction and ultimate abalition of the international arms trade, together with

progressive demilitarisation within arms- producing countries. Dunne made a

presentation to a CAAT/CND conference in Manchester in November 2002.

Others
Dunne and Smith have worked with Saferworld and Oxford Research Group to provide
background research for their report on Arms Export subsidies.



Future Research Priorities

We have identified four areas for future research by ourselves and some members of
our network.

The regulation of arms exports in the main arms exporter countries with
informational asymmetries (work in progress): In Garcia-Alonso, Levine and
Morga (2003), the impact of trangparency on security is determined by the type of
information asymmetry introduced:; in particular we assume that the government is
uncertain about a cost parameter. To establish the robustness of our results, other
types of asymmetry need are being consdered, one of them being the actud qudlity or
quantity of weapons being exported by the domestic firm or its competitors. Thistype
of asymmetry may well have avery different impact on security.

The impact of export insurance coverage: Thereisanumber of waysinwhich
Garcia-Alonso, Levine and Morga (2003) can be extended. The ECG is a sub-optima
mechanism in that the ECGD is congtrained to break even. A possible extenson
would be to relax such assumption by alowing the ECGD to extract rent from the
firm. A second possible development of this research would study the political
economy Of export credit guarantees. Here one could look at the agency relationship
with the ECA acting as an agent of the government in the exporting country, while

dill being the principa in the insurance game with the firm. In this framework, we
might investigate the issue of the ECA being ‘ captured’ by the firm, and thus address
the impact of interest group power over the export credit guarantees and therefore,
over the scope for trade.

Asymmetric conflict: our research suggests a number of interesting testable
hypotheses regarding the nature of asymmetric conflict. Future work will draw upon a
number of available data sets on conflict. Thereisalarge Armed Conflict Dataset
compiled by the International Peace Research Instute Olso (Prio) and Uppsda
Universty, which coversdl conflicts 1946- 2000, we are beginning a satistica
andyds of this. Although these have been extensvely andysed using smple models
there has been no andysis usng modern longditudina/pane techniques.

Economic Effects of Military Spending: Understanding the economic effects of
military spending remains an importart topic for research. Our research illugtrates the
vaue of developing data sets that combine the cross-country informeation with
reasonable length time series data. The developments in pand data analyss should
help in the analys's of these datasets. In addition, our research aso showed the value
of case study andyses of individua countries, or relaively homogenous groups of
countries. Further work of this nature would make a vauable contribution to
knowledge.



