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Military Spending and Stochastic Growth

Shadram V.’

ABSTRACT

This study examines capital accumulation, military spending, arms accumulation,
and output growth in a stochastic endogenous growth model. The analysis shows
that higher (lower) growth in foreign military spending leads to faster (slower)
economic growth in the home country if the home country’s intertemporal
substitution elasticity in consumption is smaller (larger); but more volatility in
foreign military spending can lead to higher economic growth in the home country
when its intertemporal substitution elasticity is large. In addition, shocks to output
production may stimulate economic growth.

Keywords: Military spending; Arms race; Capital accumulation; Stochastic
growth.

1 M .A. Engineering of social and economic systems, Researcher in institute for the study of war,
Aja Command and Staff University
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