Journal of Economic Policies and Research
Vol 1 (issue 3), Autumn 2022, PP: 54-79
jepr.uok.ac.ir

DOI: https://doi.org/10.34785/J025.2022.022

Investigating factors affecting military spending in

selected countries of the Middle East: Examining the
hypothesis of military competition
Associate Professor of Economics, Department of

Economics, Faculty of Economics and Social Sciences,
Shahid Chamran University, Ahvaz, Iran

Masood
Khodapanah*

Master of Economics, Department of Economics,
Faculty of Economics and Management, Tabriz
University, Tabriz, Iran

Maryam Karimi
Kandouleh

Phd in Urban Economics, Department of Economics,
Salah Ebrahimi Faculty of Economics and Social Sciences, Shahid
Chamran University, Ahvaz, Iran

Abstract

Security has become one of the most prominent and vital discussions in recent
years. Faced with a range of potential threats, from terrorism and computer
viruses to fraud and organized crime, the world is seen by many as a place of
increasing danger. As a result, in recent years, attention to the issue of security
has intensified, and the demand for goods and services related to security has
grown significantly. This issue has created verse economic activities in the
government and commercial sectors. It is associated with the issue of security.
Security has become one of the most critical topics in different countries. The
increase in military spending to create stable security due to the sensitivity and
very close relationship between capital and investment has caused
governments to allocate a percentage of the gross domestic product (GDP) to
defense spending. With any decrease in security and activities that disrupt
public security, billions of capitals may be withdrawn from countries. The
increasing growth of the government's defense spending in the last few
decades is a testimony to the increased attention to security issues. In
government spending, it is often assumed that defense spending has
opportunity costs and is likely to negatively affect other forms of public
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expenditure. Military spending in the world today has taken a significant part
in the economy of different countries. The emergence of various security
threats, the increase of terrorist activities in the world, the complexity of the
concept of security, and military competition between countries have
significantly impacted military spending in different countries. Considering
the stability of the government's revenues in any particular period, any
increase in defense spending is possible only through a decrease in another
general government spending. Therefore, the increase in military spending
may negatively affect sectors such as health and education. The increase in
security risks and terrorist threats during the last two decades has led to the
withdrawal of more than 1000 billion dollars of capital from the Middle East.
The Middle East region, especially the Persian Gulf, as the world's energy
highway and region, is one of the main areas of fossil energy production and
export worldwide. Most major oil and gas producers and exporters are in the
Middle East and the Persian Gulf. The Middle East is one of the world's most
turbulent and unstable regions, which has long been the site of many internal
and international tensions due to political and social factors and abundant
energy resources. Among the variables that have constantly been growing in
the Middle East countries in the last few decades, especially the oil countries,
is defense spending, which various factors have influenced. Examining the
factors affecting defense spending in Middle East countries will have broad
policy implications for the countries of this region. Considering the increasing
growth of defense spending in the Middle East countries, it raises the question
of what factors are the main determinants of defense spending in these
countries and whether there is military competition among the Middle East
countries or not. Therefore, this paper aimed to investigate the factors
affecting the demand function of defense expenditures in Middle East
countries from 1980 to 2019 with the quantile regression approach. This study
showed that oil prices and foreign trade have a positive effect, and civilian
expenditures have a negative impact on defense expenditures. Also, based on
other estimates, the result of other countries' defense expenditures on each
country's defense expenditures has been positive and significant. This is also
strengthened in the high quantiles of defense expenditures. In other words,
with the increase in defense spending in a country, the effect of other countries'
total defense spending on each government's defense spending will also
increase. This definitive evidence confirms the hypothesis of military
competition among the studied countries. Examining the statistics related to
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defense spending in the countries under review also primarily indicates this
issue. In other words, with an increase in defense spending by any country,
other countries may see it as a threat to national security. As a result, they also
increase defense spending to maintain the military balance between nations.
According to the probability value of the calculation statistic, in the
investigated quantiles, the null hypothesis based on the symmetry of the
results has been confirmed; In other words, with the increase in defense
spending in the studied countries, the effect of independent variables on
defense spending has also increased in total. The results of this study contain
different policy implications for the countries under investigation, which can
be considered valuable and necessary for these countries.

Key Words: Military Expenditure, Demand Function, Military Competition,
Quantile Regression
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