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ABSTRACT

Due to the sensitivity of and continual conflicts in the Middle East, many countries in
this region allocate a significant amount of gross domestic product to the defense sector.
Accordingly, the primary purpose of this paper is to estimate the demand function of the
: defense budget in 13 Middle East countries from 1995 to 2014. For this purpose, a general
Available Online: 01 Jul2019 : model of defense spending was designed for these countries, and then it was evaluated by
: System Generalized Method of Moments (SGMM) in a dynamic panel data model. The

results of model estimation show that non-defense expenditure (as the opportunity cost

of defense expenditure) and the trade balance had negative effects on the defense burden

of Middle East countries. The population variable, although at a significantly lower level

than other variables, has had a positive impact on the defense burden of the Middle East

countries, indicating that defense is a public good. The variables of per capita income,

the share of armed forces personnel (% of the total workforce) and the lagged defense

burden, as expected, have had a positive impact on the defense burden of the Middle East

countries. The average defense burden of all Middle East countries has a positive effect
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Key words: on the defense burden of the countries in this region, indicating an arms race between
Defense burden, De- : these countries. Also, the dummy variable of oil-exporting countries and net democracy
mand, Middle East coun- :  variable, respectively, have had positive and negative effects on the defense burden of the
tries, System generalized :  Middle East countries.
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1. Dynamic panel data
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2. Defense Burden (DB)
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4. Ordinary Least Squares (OLS)
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5. Generalized Method of Moments (GMM)
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9. Stockholm International Peace Research Institute (SIPRI)

10. World Development Indicators
11. Maryland
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12. Two Stage Least Squares (2SLS)
13. Anderson & Hsiao
14. System Generalized Method of Moments (SGMM)
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15. Dickey Fuller (DF)

16. Augmented Dickey Fuller (ADF)
17. Pooling Data

18. Ordinary Least Squares (OLS)
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