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ABSTRACT: : The investigation of the economic affects of military expenditure
has generated a large and growing literature. Following Smith’s (1980) study,
much of the empirical research conducted ever since has focused on the
impact of such spending on investment and through it on growth. Using the
European Union group of countries before its recent enlargement, this study
examines the relationship between defence outlays and investment for the

period 1961-2002.
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