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Abstract:

The study aims to analyze the causal relationship between military spending
and economic growth in Egypt during the period 1980-2020, using the
(ARDL) model to test the long-term relationship between the economic
variables covered in the study (GROSS DOMESTIC PRODUCT,
MILITARY SPENDING, AND FIXED CAPITAL FORMATION). The
study also applied the Granger causality test. The study found that there is a
unidirectional causal relationship between these variables: military spending
does not lead to economic growth, while economic growth is leading to
increased military spending, the study also found that military spending does
not increase fixed capital formation while fixed capital formation leads to
increased military spending. The results also indicated that fixed capital
formation leads to GDP growth, while the growth of this output does not lead
to an increase in fixed capital formation. The study recommended that the
Egyptian government should optimize the allocation of its economic
resources among all economic sectors to achieve a significant increase in
economic growth and the optimal use of available resources.

Keywords: Economic Growth, Military spending, Egypt, ARDL model,
Granger causality test.
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