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The impact of US defence palicy (proxied by the expenditures in the defense sector)
isinvestigated empirically usng longitudina data for the US and alowing the effect
of defense spending on growth to be nonlinear. Using recently devel oped econmetric
methods involving threshold regressions, evidence of aleve-dependent effect of
defense spending prevailsfor reaively lower levels of defense spending (with repect
to the history of defense spending in the US) and revertsfor higher levels.



