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[Abstract]

This study aimed to examine the role of defense expenditures in response to changes in economic
conditions and to examine the impact of defense expenditures on the national economy. To this end,
we collected data on defense spending, unemployment rate, GDP, and economic growth rate through the
Ministry of National Defense and the National Statistical Portal. The results of the study are as follows.
First, defense spending had a positive relationship with GDP. Second, the influence of defense spending
on employment rates varied depending on economic situations. In other words, the effect of defense
spending on employment rate had a greater impact when the economic conditions were bad than when
the economic conditions were good. This study aimed to provide a perspective on the economic
contribution of defense spending and efficient defense spending by identifying the differential influence

of defense spending on the national economy depending on economic situations.
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II. Theoretical Background

1. Defense Spending and Economic Effect
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2. Economic Situation and Defense Spending
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Table 1. Defense Expenditure

Defense

DS Government | Expenditure
Year | Expenditure | GDP(%) ) o

(Billion won) Finance (%) Growth

Rate (%)
2015 37,456 2.26 145 49
2016 38,800 2.23 14.5 3.6
2017 40,335 2.20 14.7 4.0
2018 43,158 2.27 14.3 7.0
2019 46,697 2.43 141 8.2
2020 50,153 2.58 141 7.4
2021 52,840 2.54 13.9 5.4
2022 54,611 2.53 13.0 3.4
2023 57,014 (2.56) 12.8 4.4
2024 59,424 (2.54) 13.2 42

Source: Ministry of Economy and Finance
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III. Methodology

1. Research model
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Fig. 1. Research Model
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IV. Results

1. Descriptive analysis
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Fig. 2. Defense Budget and Employment Rate
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Table 2. Correlation Analysis

1 2 3
1.Defense expenditure 1
2.GDP 0;2328 1
3.Employment rate OZEA O;Zié 1

*+*p<.001
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2. Economic Effects of Defense Expenditure
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Table 3. Interaction Effect of Economic Situation
and Defense Expenditure
Variable B B t p
Intercept 59.987 0.000 571 5%%x 0.000
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ES -0.248 -0.275 -2.1 0.055
®x® -0.449 -0.488 =4 bxxx 0.000

#xxp< 001, Adj R?>=.798, F=27.3
DE: Defense expenditure, ES: Economic situation
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Table 4. Interaction Effect of Economic Situation
and Weighted Defense Expenditure
Variable B B t p
Intercept 59.990 0.000 548.1**x 0.000
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V. Conclusions
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