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Abntract

Military expenditure can dissupe private mvestment becauso of the crowding effects coused.
The study wants 10 see 1he unmpact on povale mvestment output from defense spendisg, inlerest rates,
and national taxes in devoloping commtries, partisularly in Indooesia mn the 1990-2010 period. Single
mathematical model is built to captare the impact of mshtary expenditures, nonmmilitary expenditures,
privale owlpul, inferest rales and natwnal faxes on private imvestment, From the procesmg of the
cconpmetnic model by conducting segressions, the results show that changes in mildary and son.
malitary spending, natonal taxes and micrest rales Bave & negative mmpact oo privale imvestmen, bat
aro not oo clastic. While changes in the vatput production of the private sector positively affect the
outoome of privase ivestment sigaifbcantly.
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1. latroduction

Milstary expenditurs s 2 peble budget allocatad For purposes relatad s 2 country’s
dotense programs. The amoont in strongly related o the economic capacity of a
country and the level of prionty s the development progeus. Acconding 1o the
Mmnmtry of Dufense m Adi et al, explaims thal the budget is a financial work plan
that is systemotically repulated, covenng the maximum amocont of exponditore
neaded e Nnamce the mterests of the country im a cortam penod, with estimated
meome that may be recerved in the future (W, Hasan D, Suryanto J, & Darmawan,
2007)

Dulense spending 1s 00w of the costs that must ba mourred by the government. From
s theorctical pomt of view, an incroase in povemmest spending has two
comsequences for private myvestment. Finst, an increase m governmenl spending must
ba fimancod which can lead 1o a higher demand for capital from the govermment.
Whach can triguer an mereane in imlerest vates. This will reduce the amount of kavings
available to provate mvestons and also redwos the rate of retum on privide myestment
(erowds-out effect). Soecond, publse spessding can have s Gavocable impact on private
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Abstract

Due to the crowding-out effect, defense spending can disrupt private investment. The purpose
of this study s to examine the cffect of defense spending, interest rates, and national taxes on private
mvestment in Indonesia during the 1981-2010 period, A mathematical model was constructed to
capture the impact of defense spending. non-military spending. private output. national interest rates,
and taxes on private investment. By applying the regression processing econometric model, it can be
seen that defense spending, non-military spending, changes in national taxes, and interest rates have
a negative impact on private investment but are not too elastic. At the same time, changes in private-
sector production output have a significant positive impact on private investment.
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1. Introduction

Defense expenditure is a public budget allocated for purposes related to a country’s
defense programs. The amount is strongly related to the cconomic capacity of a
country and the level of prionity in the development program. According to the
Ministry of Defense in Adi et al, explams that the budget is a financial work plan
that is systematically regulated, covering the maximum amount of expenditure
needed to finance the interests of the country in a certam period, with estimated
mcome that may be received in the future (W, Hasan D. Suryanto J, & Damawan,
2007),

Defense spending is one of the costs that must be incurred by the government. From
a theoretical point of view, an increase m govemment spending has two
consequences for private investment. First. an mcrease in government spending must
be financed which can lead to a higher demand for capital from the govemment,
which can trigger an increase in interest rates. This will reduce the amount of savings
available to private investors and also reduce the rate of return on private mvestment
(crowds-~out effect). Second. public spending can have a favorable impact on private
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Abstract

In this research, the stanstical method, Panel Dats Models, was employed 1o measure the
strength of the relationship between variables and analvze them, ond to show the effect of the
explanitory vanable (X, which represents econotnic activity on the dependent variable (Y), wlich
represents the unemployment rate m some Iragi provinoss.( Winst, Kerbala, Babaylon, Najaf) for the
period from (2005-2019).As the two vanables were represented graphically to know the trend of the
phenomenon and determine its events, and among the most impostant conclusions that were reached
ts that the summative regression model (PRM) is the best in that it is the most appropriate in
representing the inverse relationship between the variable of unermployviment rate and the varable of
coonome achvity.

In addition to the presence of a significant impact of the vanable of the unemployment rate and the
variable of economic activity, the moee jobs (economic activity) the unemployment rate will
decrease. On this basis, o set of recommendations have been drawn up 10 ke the necessary care
und develop the phenomenon studsed, the most promunent of which is the expansion of the shady
sample (mumber of sections) to mclude More than one Iruq governorates, and the need for the
Ministry of Labor to pay attention to creating job opportunities in ceder to contribute significantly
to the elimination of wemplovment

Koy Words: Unermmployment, PRM, Panel Data Models, Economic Activity Rate
Introduction

Panel Data Models ts considered one of the relatively modem methods used in
analyang phenomena whose data are in the form of cross sections linked with
tumee, whereby the cross sectional data are analyzed for a dependent vanable und
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