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Military Spending and its Impact on Economic
Growth in Ethiopia Since 1990

Ahmed Abou Ghonima Abdel Ghani
Prof. Dr. Sally Farid Dr. Nada Nagy

» Abstract

Many Countries in the World, Both Developing and Deped,
have increased their Military Spending, Especialice the End of the
Cold War, in a way that the World has never SeeorkefThe reasons
for this Increase are due to the Political Instgbthat many Countries
Experienced during that period, in addition to tDesire of many
Countries to achieve security and Protect their Booa Resources
from any Possible Confrontations in the Future. tsliiy Spending is
Considered part of Public Spending; it also RepresentLarge
Percentage of Public Spending in some countriesrefare, the
Relationship between Military Spending, as one ot tmain
components of public Spending, Economic Growth Begelopment,
has Become Subject to much controversy and Diffe@oinions in
terms of the Goals and objectives on which militspgnding is based.
The Effects of Military Spending on Economic Grovdiffer from one
Country to another. Military spending, if the Counisyindustrializing,
leads to Positive Effects on Economic Growth; Ae tkame time,
Military Spending has Negative Effects on Econonf@rowth,
especially if Countries Import weapons from other @aes.

Accept the Validity of the Study’s Hypothesis foetEthiopian Data
Regarding the Presence of a Negative Impact of &yliSpending on
Economic Growth, as There is a Significant InveRelationship
Between the Independent Variable (X1), which Reprss€ME),
Which Means Military Spending, and the Dependentidlde (Y),
which Represents (GDP), Which Means Gross Domesbduet. At
the Level of (5%), Increasing the Size of (ME) ki) Unit will
Decrease (1.47) Units of the Dependent Variable. (Y)

Keywords: Military Spending, Economic Growth, Ethiopia
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- Decky Kipuka Kabongi‘The Demand for Military Spending
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University, 2018
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Level First Deference
Variable | Lag (order) | T- State | Prob | Lag (order) | T- State | Prob
Y (0)(0) 0.739965| 0.9995| (0)(1) -5.39068| 0.0007
X1 (0)(0) 3.562822| 0.0127| (0)(1)
X2 (0)(0) 5.55285 1 (0)(1) 5.924857| 0.0002
X3 (0)(0) 0.301036| 0.9746| (0)(1) 8.961386] O
X4 (0)(0) 1.394285| 0.5722| (0)(1) 4.201572| 0.0028
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yie dygina (PR) Jiiaa) jrial) daless AU il aie 4520 (POR
Lo sas ¢ oY) alall aic 450 (NODA )il puially Sl sl
sy (ide JalS ABle) dsag aamy alill codall ()dll (md) ) e,
o (dashll daV) (8 elide JalS5 ) asag dpall ()l

ARDL slay) cliil A3 jlaad¥) zisad dltdal) Jalssl) JLaa) ((3)dse

Dependent Variable: GDP
Method: ARDL

Date: 05/11/24 Time: 22:18
Sample: 1992 2022

Included observations: 31
Dependent lags: 2 (Automatic)
Automatic-lag linear regressors (2 max. lags):
ME POP NODA PR
Deterministics: Unrestricted
constant and unrestricted trend
(Case 5)

Model selection method: Akaike
info criterion (AIC)

Number of models evaluated: 162
Selected model: ARDL(2,0,2,1,2)

Variable Coefficient Std. Error t-Statistic Prob.*
GDP(-1) 0.31155 0.192802 1.615911 0.1235
GDP(-2) -0.338516 0.225511 -1.501108 0.1507
ME -1.517853 2.725353 -0.556938 0.5844
POP 5.489953 1.464527 3.748617 0.0015
POP(-1) -0.386085 1.615616 -0.238971 0.8138
POP(-2) 4.314092 1.488355 2.898563 0.0096
NODA -6.14E-10 1.30E-09 -0.473709 0.6414
NODA(-1) -3.18E-09 1.52E-09 -2.090412 0.051
PR -1.721035 1.803187 -0.954441 0.3525
PR(-1) -3.615111 2.053221 -1.760703 0.0953
PR(-2) 6.322484 2.162683 2.923444 0.0091
C -426.5824 89.29475 -4.77724 0.0002
@TREND -17.55014 3.907266 -4.491666 0.0003
R-squared 0.997912 Mean dependent var 37.83871
Adjusted R-squared 0.996521 S.D. dependent var 3217
Akaike info
S.E. of regression 2.183721 criterion 4.695032
Sum squared resid 85.8355 Schwarz criterion 5.29638
Hannan-Quinn
Log likelihood -59.773 criter. 4.891057
F-statistic 717.0522 Durbin-Watson stat 2.49921
Prob(F-statistic) 0

*Note: p-values and any subsequent test
results do not account for model
selection. |
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Bounds Test Lussl b cliball agaal) i) gl :(4) a8) Jgaa

Null hypothesis: No levels relationship
Number of cointegrating variables: 4
Trend type: Unrest. trend (Case 5)

Sample size: 31

Test Statistic Value
F-statistic 5.931421
t-statistic -4.357422
10% 5%
Sample Size 1(0) 1(1) 1(0)
F-Statistic
30 343 4.624 4.154
35 3.374 4512 4.036
Asymptotic 3.03 4.06 3.47
t-Statistic
Asymptotic -3.13 -4.04 -3.41

*(0) and I(1) are respectively the stationary anchonstationarybounds

1%
I(1) 1(0)
554  5.856
5.304  5.604
457 44
436 -3.96

I(1)
7.574
7.17

5.72

-4.96
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Deterministics: Unrest. trend

(Case 5)

CE = GDP(-1) - (-1.477997*ME + 9.170664*POP(-1) -GD0000*NODA(-1)+0.960439*PR(-1))
Variable * Coefficient

ME -1.478

POP(-1) 9.170664

NODA(-1) -3.69E-09

PR(-1) 0.960439

Note: * Coefficients derived from
the CEC regression.

Std. Error t-Statistic Prob.

2.74762 -0.53792 0.0495
0.33238 27.59122 0

2.16E-09 -1.711477 0.0984
2.5258 0.380252 0.706
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.250625 Prob. F(12,18) 0.324
Obs*R-squared 14.09475 Prob. Chi Square(12) 0.294
Scaled explained SS 6.437227 Prob. Chi-Square(12) .895
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Heteroskedasticity Test: ARCH

F-statistic 1.558019 Prob. F(2,26) 0.2296

Obs*R-squared 3.10362 Prob. Chi-Square(2) 0.2119
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Median 0.077680
Maximurm 4291985
Finirmum -4.273421
Std. Devw. 1.691503
Skewness  -0.009747
Kurtosis 3.709255
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Probability 0722435
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Dependent Variable: D(GDP)
Method: ARDL
Date: 05/11/24 Time: 22:18
Sample: 1992 2022
Included observations: 31
Dependent lags: 2 (Automatic)
utomatic-lag linear regressors (2 max. lags): ME PP NODA PR
Deterministics: Restricted constant and no trend (@se 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 162
Selected model: ARDL(2,0,1,2,2)

Variable Coefficient  Std. Error t-Statistic Prob.
COINTEQ* -0.035861 0.005562 -6.448065 0.0000
D(GDP(-1)* -1.026970 0.176640 -2.005136 0.0564
D(GDP(-1)) 0.338516 0.225510 1.501108 0.1507
D(ME) 0.491660 8.494377 1.588305 0.1382
D(POP) 2.918717 0.387707 7.528154 0.0000
POP(-1) 9.417959 1.99819 4.713236 0.0002
D(NODA) -2.00E-09 1.32E-09 -1.516613 0.1424
D(NODA(-1)) -3.47E-09 1.35E-09 -2.578229 0.0165
D(PR) 0.159425 1.827458 0.087239 0.9312
D(PR(-1)) -3.974767 1.843275 -2.156361 0.0413
R-squared 0.778936 Mean dependent var 3.677419

djusted R-squared 0.723670 S.D. dependent var 4.874335
S.E. of regression 2.562295 Akaike info criteyn 4.915363
Sum squared resid 157.5685 Schwarz criterion 239167
Log likelihood -69.18813 Hannan-Quinn criter. 20915
F-statistic 14.09433 Durbin-Watson stat 2.30987
Prob(F-statistic) 0.000001

[* p-values are incompatible with t-Bounds distrikution.
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(GDP) (il yuxiall) 1 (POP) (Jiimsall yiciall) (e 489 ilpsiall e S
1l (NODA) (Jiiusall yiall) e ¢& (0.0702 idlaal¥) dadll 3l Crm
.(0.0623 Lllia¥! dagdll 4l Eun (GDP) (sl aiall)

Granger Causality TestJishll saall A jadha duadl JLEa) (9) a8y Jgaa

Pairwise Granger Causality Tests
Date: 05/11/24 Time: 22:18
Sample: 1990 2022

Lags: 2
Null Hypothesis:

ME does not Granger Cause GDP
GDP does not Granger Cause ME

POP does not Granger Cause GDP
GDP does not Granger Cause POP

NODA does not Granger Cause GDP
GDP does not Granger Cause NODA

PR does not Granger Cause GDP
GDP does not Granger Cause PR

POP does not Granger Cause ME
ME does not Granger Cause POP

NODA does not Granger Cause ME
ME does not Granger Cause NODA

PR does not Granger Cause ME
ME does not Granger Cause PR

NODA does not Granger Cause POP
POP does not Granger Cause NODA

PR does not Granger Cause POP
POP does not Granger Cause PR

PR does not Granger Cause NODA
NODA does not Granger Cause PR

Obs

31

31

31

31

31

31

31

31

31

31

F-Statistic

0.02186
0.99647

5.99066
1.22495

5.23596
0.46314

1.45486
1.5507

0.02398
0.05125

1.2461
1.888

0.37076
0.98193

0.39336
2.46929

0.46011
2.06452

0.427
2.09278

Prob.

0.9784
0.3828

0.0702
0.3102

0.0623
0.6344

0.2518
0.2311

0.9763
0.9501

0.3042
0.1715

0.6938
0.3881

0.6787
0.1043

0.6363
0.1472

0.657
0.1436
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2022— 1990 ¢ 58l 0 sl Alsad Aalal) il (1) by Jsta

% (X4) $ bl (X3) | Aswiggle(X) [ $ bl (X1) $ Ll - (Y) bl
) Al | Aolay) clielud) | oSl 9352 | gpSaall GEN | Tlaad) el gl | alad)
1.31 1.009 48 0.919 12 1990
1.53 1.091 50 0.456 13 1991
1.04 1.165 52 0.270 10 1992
1.84 1.081 54 0.298 9 1993
1.41 1.063 56 0.275 7 1994
1.26 0.876 57 0.232 8 1995
1.01 0.816 59 0.270 9 1996
1.05 0.578 61 0.496 9 1997
0.63 0.661 63 1.061 8 1998
0.73 0.643 65 1.683 8 1999
0.95 0.687 67 1.518 8 2000
1.23 1.103 69 0.965 8 2001
1.35 1.324 71 0.802 8 2002
1.41 1.621 73 0.683 9 2003
1.31 1.831 75 0.741 10 2004
1.69 1.929 77 0.743 12 2005
1.74 2.034 80 0.671 15 2006
1.81 2.227 82 0.615 20 2007
1.73 2.771 84 0.492 27 2008
1.64 2.785 87 0.486 32 2009
1.64 3.455 89 0.492 30 2010
1.51 3.495 91 0.474 32 2011
1.56 3.243 94 0.443 43 2012
1.41 3.885 97 0.444 48 2013
1.34 3.583 100 0.485 56 2014
1.54 3.238 102 0.497 65 2015
1.62 4.084 105 0.545 74 2016
1.64 4124 108 0.569 82 2017
1.28 4941 111 0.574 84 2018
1.31 4.676 114 0.544 96 2019
1.76 5.305 117 0.510 108 2020
2.18 4.071 120 0.488 111 2021
2.03 4,926 123 0.915 127 2022

SIPRI — alggSsin 3gaa clily 3208 & Agall i) cilily 3ae B ) Jalite) &alal) Adalgs o312 Al 1 aal)
https://milex.sipri.org/sipri
https://data.worldbank.org/indicator/MS.MIL.MPRT.KD ?end=2022
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