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Abstract

The official commencement of Turkey’'s negotiatioithathe EU member states
that will eventually lead to a complete membershgpresents a major shift in the
balance of the entire Balkan region. This papeenapts to analyse the
implications of this course and what new patterres ow likely to form as

Turkey will focus its energies in converging withet criteria set by the EU.
Furthermore, it investigates the possible changehi relationship between
Turkey, now a candidate member nation and Greelomgtime member state.
Two neighboring nations, with a long history andaaconstant edge with
political, cultural and economic influences. We eadbur to examine the
possibility that a fragile balance that exists kedw the two forces in the region
can move into a new dimension beneficial for altipa helping to form a better
future.
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1. Introduction

The Balkans area is indisputably the most “heatezjion in Europe with a
history of animosity, tension, military campaignadare-shifting of political
regimes. Inside this climate, the two most impdrfalayers in terms of power,
size and capabilities are Greece and Turkey. Botintries have centuries old
rivalry that has moved along the decades in thegmtetime. Greece is the only
country in the Balkan region to belong in the EWcsi 1980 and has been
adamant in following the most advanced Europeanomatin the level of
economic and institutional transformation. Turkesfter a long period of
negotiations and discussions in Octob8r2D05, took the green light to get the
nomination as a candidate country for the Europdaion.
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This paper examines what are the implications o @pportunity for Turkey,
Greece and the entire region as a whole. Firstlafeaprovide a background on
the course of Turkey towards converging with thedld pay particular attention
to the role of Greece in this endeavour. Additibnale examine the positive
elements in the prospect of Turkey joining the mddEurope for itself, the Union
and the area in total. Passing on the other sidegnalyse the main problems and
drawbacks that exist and the criticism the ascensftort has been subjected to.
Furthermore, in particular we analyse the rivalrighwGreece on the level of
military spending, its parameters and effects. Riougnup this part of research,
there is a general evaluation of the current siinabetween the neighbouring
countries, a recapping of the main developmentsateor are not under way in
Turkey and suggestions for the further improvement.

2. Turkey and Europe- A growing relationship:

European Union has been a dynamic organizatioresl®62 when it was first
established in a preliminary form with 6 membersl as time progressed it
reached 25 member states with the last enlargeniemkey first applied to
become a full member of the EEC in 1987 but attitme the process was cut-
short due to the intervention of the army in thétjpdife of the country (Yoruk &
Zaim , 2003;European Commission,2006). In spitéh&f poor economic situation
of Turkey as it will be shown in more detail latdre past 6 years the country has
undergone major changes moving from the conservaiwdel of an agricultural
economy to a rapidly transforming industralisedtgr{fanova & Nadiri, 2005).
Simultaneously, with a population circa to 70 mail inhabitants and its
geographical position as a link between Europe As@ present significant
opportunities for organizations and a potentiadisge market. (Tanova & Nadiri,
2005).

Turkish economy has been boosted by a major walvesforms after 2001 that
involved the privatisation of large formerly stateted organisations such as
Turk Telekom and Turkish Petroleum refineries; Tdhexline of government
intervention to the banking system leaving thusdémetral bank of the country to
conduct a tight monetary policy (Plummer, 2005Another significant step has
been the revaluation of the country’s lira droppthg value of one million old
liras to one new lira in January 2005 (Plummer 20B8ropean Commission,
2006).Another note-worthy feature of the Turketministration has been the
sharp decline of inflation rate from 65% in 19991® % in 2004, a development
that itself facilitated tremendously the majorityf the monetary reforms
(European Commission, 2006).Table 1 below presztuseak-down of Turkey’s
general economic picture.

358



Proceedings of the f0Annual International Conference on Economics agcufity

Table 1. Turkish economy at a glance

US$ 6,390 (€4,952)(Sources: UN Human
Development Index, 2004. Economist
Intelligence Unit, Country Report April 2005
ECFIN- CCEQ Candidate Countries Economic
Quarterly.) per capita (in purchasing power
standards), or 27% of the EU average

Economic 7.4% (2002), -7.5% (2001), 7.9% (2002), 5.
(GDP) growth |(2003), 8.0% (2004)

Inflation rate | 12% (2004)

Unemployment
rate

GDP per capita

(O8]

10% (2004)

<

New Lira, introduced 1 January 2005. 1 Ne\
Currency Lira = 1,000,000 Turkish Lira. 1 New Lira =
€0.56 (April 2005)

Government
budget balance

Current accoun
balance

[Foreign debt | 75% of GDP (2004)

Trade with EU |Exports to the EU: 54% of the total
(2004) Imports from the EU: 46.7 % of the total

-7.3% of GDP (2004)

€11.9 billion -4.7%

In relation to Europe, Turkey has a long historyt maly trying to achieve
membership but also in financial terms since fr@84Lit has been a member of a
customs union with the EU. The later has resulethat more than half of the
country’'s trade is with EU member-nations (Europed@ommission,
2006;Plummer 2005). Equally, Turkey is one of thtraative destination for
holiday-makers and thus the tourist industry hasome over the years the
second largest revenue source for Turkey (Pluma@€5). In spite of the positive
steps achieved in the economic side, the countly lasgs greatly from the
European averages. As it can be seen in figurénel GPD is the lowest even
among the other candidate countries. Furthermouekely has a large external
debt equal almost to 80% of its GDP which cagjsiicant shadows over the
capability of the Turkish economy to retain itsremt fast pace (Plummer, 2005).

Apart from the economics, more complex and difficalgauge are the issues in
regards to politics and human rights and the lei#lsdemands each candidate
state to achieve. As stated by the European Coroni§3006), the main issues in
regards to Turkey converging with the rest of Eerogfer to:

« The continuation of political reforms in light dfé Copenhagen political

criteria, including the respect for democracy dmelrule of law, the
protection of human rights and guaranteeing thietsigf minorities.
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« The enhanced political dialogue between the EUTanlley supporting,
in particular the efforts of the UN Secretary Gaméo reach a
comprehensive settlement to the Cyprus issue.

« Maintaining positive relations with neighbouringuerries.

Figure 1. GDP in the EU zone and the candidate cotnes in Purchasing
power strands

1995 1996 1997 19983 19299 2000 2001 2002 2003 2004 2005 200G

EU-15 15200 16000 16800  A7700  18SO0 10800 20500 20200 20400 (f) 22300 () 23100 {fy 24100
EU-15 16900 17700 1BGD0 19400 20400 20700 22500 23200 23300 (f) 24300 (1) 25 100 {f} 26100 (f)
ELPD-200 17000 17E0D  1BEDO 19500 20400 20700 22200 22700 22800 {f) 23700 (1) 24 500 {f} 25400 (f)
Belgim 18300 19000 19800 20500  Z1SO0 23100 24000 700 25200 26400 (1) 27 300 {f) 28 400 (f)
Coech Repubic 10700 (£) 11500 (g) 11700 {2) 11800 (g} 12200 12800 13500 14300 15000 1500 (1) 16800 {f} 17 800 ()
Dermark 19000 20100 21300 22000 23800 25100 25800 25700 {f) 26100 {f) 27200 (1) 26 300 {f} 29 400 (f)
Gy 18200 18800 19500 20200 4000 22100 22500 23000 23400 24000 (1) 24600 {f) 25400 ()
Estrria 400 () SO0 (¢) G800 () T400(E)  TEND BN 9200 G000 10400 11200 () 12200 {f) 13200 ()
(GreeCE 1000 11500 12200 12700 13300 14300 15100 15400 17300 18400 {0 19 200 {f} 20100 {f)
span 13300 14100 14800 15700 17000 18100 13900 20000 20900 {f 21800 (1) 22600 {f} 23500 (1)
France ©FE0 18300 19300 20200 21200 22500 23500 23900 23700 24800 (1) 25600 () 26 600 (1)
Treland 15100 16500 19800 20700  ZZé00 25000 26500 ZBA00 28300 30000 (1) 3LE00 () 33300 ()
Tty IFE00 18400 10000 20100 20800 22000 22800 (2)23 100 {2y 22800 () 22400 (1) 24000 {f} 24900 (7
Cypus 13100 {g) 13600 () 14 100 =) 14900 () 15700 17000 1R300 AFTO0 17600 18200 () 10000 {f) 19900 ()
Latria 4500 () 4000 (¢) 5500 {g) AO000(8) G0 TOND 77O B30 BE00 Q80O (N 10700 {f) 11600 (0
Lihueria G200 () 5700 (¢) £300{g) A900(g)  TOOD  TEOD  £300 G000 Q00 10700 () 10600 {f) 12600 ()
Lieembeury F200 26400 31100 MO000  38E00 43200 43600 45000 45000 48400 (0 50700 {f) 53200 if)
Hungay 7600 () TOOD () BSOD () 9100 (8] 9700 10600 11500 12400 12900 13800 (1) 14600 {f} 15500 ()
Maka : : : D M4400 15400 15100 15500 15600 16100 () 16 500 {f) 17100 ()
Nethertands 18300 19300 20400 20400 22300 24000 25400 25800 25800 26700 (1) 27400 () 28 400 (7)
Bistia 19700 20700 21400 22100 23S0 25300 25400 25000 26100 Z7L00 (1) 26000 {f} 29 000 (f)
Puland 5200 () GE00 (¢) 7400 {g) 700 {g) SO0 0100 9400 9700 Q00 10800 () 10300 {f) 12000 ()
Portugal 1100 11700 12500 13300 14300 15300 15800 15200 16000 16400 (1) 16800 {f} 17 300 ()
Skyeria 10400 {g) 11200 () 12000 2) 12700 () 13700 14500 15300 15000 16400 17500 (f) 18 500 {f) 19600 ()
Skuakia 5000 () 7400 () BOOO () 8400 (g)  BTO0  OSO0  10000 10000 11200 12000 () 12900 {f) 13800 (0
Finiand 16100 16900 16700 20000 20700 22600 2300 00 24300 25700 (1) 26900 {f) 28100 (f)
Sweden 18000 18800 1000 20300 21000 23700 23800 24300 {f) 24 600 () 25900 (1) 27 100 () 28 200 {7)
United Kirgdom 16800 17E00 19200 20100 24000 22500 23600 24900 {f) 25500 (f) 26800 (1) 26 000 {f} 29200 (f)
Bukgatia 4700 () AS00 () 4400{2) 4700 () 4900 S300 500 G100 G400 GOOD (N 70D (T 800 (N
Croatia S700 (g) G400 (¢) TO0O ) 7500 {g) 7400 (2 200 (£) 8600 (2) D300 (=) U700 (=) 10300 (1) 10900 {f) 11600 ()
Famania : : D 4700 4E0 5000 5500 G100 G300 70000 TEOD (f 8100 (1)
Turkey 4600 (8) 5000 () S500(g) S700 () 5500 GOOD 5400 500 {f 50000 6400 () 68000 7200 (0
Teland 18500 19800 21200 22600  23TO0 24800 25500 25000 {f) 24900 () 26500 (1) 26 100 {f} 29 800 ()
Narway 0200 22400 23000 23600 26200 3L900 32400 30600 {f) 31500 () 33000 (1) 34800 {f) 36100 (7
Japan 19000 20200 20100 20200 21600 22900 23400 () 23 800 {f) 24400 (f) 26600 (1) 27 300 {f} 28 300 (7)
United States 23400 24700 26200 XEI0 MO0 3T00 3200 32200 32000 35500 37 400 {f) 38500 (f)
Canada 19100 19800 21100 22100 23700 25500 () 26200 () ¥ 500 {f) 27800 () 2500 (1) 30 500 {f} 31700 (1)

The role of Greece and its relationship with Turkeyrominent in this line of
negotiations. The history of both countries in aieivalry and competition in
areas such as the Aegean sea and the issue ofsC¥jeipurpose of this paper is
not political and as such there will be minimumerehce to this sensitive issues
only at the level to achieve the aims of the anslgad maintain the impartiality
required. Nevertheless, it is undeniable that tarsiare often (Morris, 2004)
with both sides persisting in their side of thepdi®s. Apart from political
movements, the rivalry is also translated in tredoais military spending from
both countries which relative to their size andafinial situation is of great
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burden to their budgets as both countries go hegdio an army-equipping race
(Athanasiou, Kollias, Nikolaidou & Zografakis, 2000

The issue of military spending merits more consitlen and will be revisited
later. Nevertheless, Greece is a full member ofEbeopean Union as well as
Cyprus, perhaps the main point of argument betwentwo countries since
1974. An issue that as already pointed needs tesmved before Turkey can be
eligible for membership. One important observatisa can make from this
condition, is the possibility for solutions or &iakt a leeway for negotiations on
years old conflicts under the base and weight @hsa powerful coalition of
nations that EU is. That itself is very positivgrsitaking into account that other
Bulgaria is already an ascending country, and sinadl the countries in the
region are oriented in the same pathway. This eocosild enhance the welfare
in the region as a whole and for each country iddiaily . Furthermore, for the
EU stability in the Balkans region is mostly dedit@s tensions among member
nations and candidate countries are counter-proguat any respect. On the
contrary, under a steady surrounding economiesfloarnish, trade can increase
and perhaps most importantly events such as thatisih in Serbia , Croatia and
Kosovo in the 90s could be averted in the future.

Concluding Turkey’s relationship with the EU, it 8orthwhile mentioning
besides the prospects for commerce and trade wifl® anillion market, the
aspiration that the integration of a Muslim countrithe Union would provide a
shield again muslim fundamentalists and the tegnorclimate that has been
spreading globally the last 5 years. Although tlsifive facts, there is also
significant opposition and issues raised in regaod$urkey’s ascension. There
are fears that a country as large as Turkey woeldride and could lead to
exhaustion European funds. Especially as nexteaaitte, the country is in total a
poor and the quality life as pointed at low levetsnpared to the other member-
states and candidate countries (Plummer, 2005Wweé\san in figure 2 there is a
strong wave of negative outlook of Turkey as a @daté country which is
reflected in the low support the nomination fowmdongst EU populations.

3.Greece-Turkey:The race

We have already mentioned that among the condifen$urkey to be accepted
in the European family is good relationships witke heighbouring countries and
a solution to the Cyrpus issue. Essentially thigypes the relationship between
the EU member Greece, the newly entered Cyprusaricey now as a candidate
nation. By restating the players in this game we @mtering the ~“European™
dimension to the contention that extents from time tof the Ottoman empire for
some and after 1974 for the Cypriots more intendelyoth countries there is a
strong feeling of patriotism named by some oraratlistic sentiment by others
and an underlying fear of each other. Characteablyi as Moustakis (1999)
observes Both Turkey and Greece...fear that small technical revisions away
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from the status quo can be used for expansionigigses and claims from both
sides. (pg 13).

Figure 2. Support for Turkey in EU population
SUPPORT FOR TURKEY

Parcentage of population in favour of
Turkish EU membership

Hunger |
ok |

portuos! |

eu average | NG
Greace _

Germany || NG

France _

Austria -

10 20 30 40 S0 80

Although both countries are members of NATO sin®®&2Land are forced to

work alongside in the alliance, the main disputesdude:

(a) disputes over the extent of territorial waters e tAegean; (b) disputes over
the extent of territorial airspace; (c) disputeseowcontinental shelf rights;
and (d) disputes over Greek militarization of certAegean islandgBrauer,
1999:2).

There have been several attempts to follow the bateeen Greece and Turkey
in their military budgets and efforts to investigahe patterns that shape this
course. For example, Avramides (1997) finds thaeGe tends to follow the lead
of Turkey in modernizing and adding equipment ig timilitary infrastructure.
Others argue that the military spending of the twantries cannot be viewed as a
race because of Greece’s economic exhaustion aalll gopulation size relative
to Turkey's (Brauer, 2001). Nevertheless, stasstican offer a different
interpretation, in table 2 from data extracted frili@ World Bank we can see the
% of both countries military expenditure in relatito their annual GDP in 2000
and 2003. Firstly we can see distinct similaritieghe figures as they are very
close with a divergence of 0.1 to 0.2 percent. r&ttaristically, over the period
2002-2004 Greece alone spend 5,2 billion
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Table 2. Greece and Turkey’s military expenditure a % of the GDP

Year 200C 200:
Military expenditure (% of GDP) Greece 4.9 4.1
Military expenditure (% of GDP) Turkey 5.0 4.3

Dollars for the purchase of conventional defenssesys whilst Turkey for the
same period spent 3,3 billions (Cosma, 2005). Téleate about the definition
‘race” indeed could change by adopting differeitéica, what is most important
is that both countries commit a large amount ofirtmesources to military
expenditure, in two economies that are alreadyashthin for different reasons.
Turkey as we explained has to battle with its lagrnal debts and inflation rate
to meet the criteria of economic integration. Bué&:e also strives really hard to
decrease its budget deficit to under 3% and meetciiiteria of the EMU
(Alogoskoufis, 2006).

Consequently, the simplified picture to the extéwiaserver is of two countries
with striving economies allocating tremendous amsuof their resources in

building their military capabilities. The practicadeaning of such expenditure is
the lack of funds for other sectors such as heallbcation, social infrastructure
and the general welfare of the population and dvgrawth of the countries

(Athanasiou, Kollias, Nikolaidou, Zografakis, 200&qually pronounced are the
effects particularly for Greece and Turkey and algfh paradox in economic
terms for two countries pressed to accomplish palkinsg goals each to commit
this level of funds on military expenditure. Iroally, research by Collier and
Anke (2006) suggests that high-military spending aat as a signal for renewed
conflict. Applied in the case of Greece and Turktey situation might not be of a
renewed conflict but more as a signal for gettingwerage in a possible conflict
thus leading to vicious circle.

Of course the picture is not so simple as militapending in not so easily
associated with economic rationale and numerdtiusr dactors prevail. Further
to protection of each country’s sovereignty (Muaril2000) after 9/11 came to fore
what is typical known as “asymmetrical threats 'as the Greek ministry of
defence defines’it™ connoting the threats that cannot be countered withuse

of conventional military power, because the enesnyoi visible. We do not have
to deal with the army of a state, which, for examplan be defeated in the
battlefield, but with “terrorist groups”, which caristrike” unexpectedly in

unconventional and extremely destructive waySo, alongside the continuous
vigilance for “external threats’ modern armies heveeal with this new, more
subtle kind of warfare or more adequately put piethreat. An analysis of this
extension is beyond our scope, what we can commhenigh is that still puts

! Greek Ministry of National Defence (2004). ** Sigétssues: Defence
Policy http://www.mod.mil.gr/Pages/MainAnalysisPage3.asgiHLinkID=3&MainLinkID=12
01/05/2006]
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additional burden to the economics of the situataoml it contributes to the
vicious circle of excessive military expenditure.

It should be stated that by no means the contohutf armed forces in any
country is to be underestimated and that of coam®ies for the case of Greece
and Turkey. Simultaneously, the analysis does miticize the sacrifices by
people and governments in equipping and preserviogpable militia. We
examine simply means to reduce the necessity df supenditure through the
possibility of diplomacy and co-operation betweeaurtries in order for
governments to be able and channel the additiemals from the savings towards
the welfare of the people.

4. Greece, Turkey and the European horizon

In the previous section we dealt primarily with tbentroversy between Greece
and Turkey and the consequences it has on miliexgenditure for both
countries. In light of this environment, the fatat Turkey has begun its course as
a candidate country and that Greece is alreadyrab®eof the EU offers unique
but perplex opportunities for the differences todigcussed under a completely
new prism. Previously, we mentioned that amongctiiteria that Turkey has to
adhere with in order to rise over time in the stad@ia full member in the union
are good relationships with its neighbouring coestrand a comprehensive
solution on the Cyprus issue. Essentially these thee main thorns between
Greece and Turkeythat need to be neogtiated.

Greece from its part as a member of the Union hasrdgage point in the
European prospect of Turkey. It is a positive stegt among the most warm
supporters of this prospect is in fact Greece Wwhangibly was proven in
October 2005 when Turkey was to take the nominatiod there were strong
reactions from some member-nations and most entynémm Austria. The

request at the time was that Turkey should betgdaa special relationship with
the EU and not the right for a full membership, stimimg that was outright
rejected by the Turkish side (BBC, 2005). Greeceid#sl to invest in the
prospect of Turkey’'s entrance in the Union and filaenework that opened up
from the date of the nomination.Aspiring the nornsetion of the relationship
among the two countries and a solution to the Cymsue (Bakoyanni, 2006).

Similarly, Turkey stands to gain an unexpected allis effort to join the EU, an
endeavour long and tenacious as everybody admdstla benefits it expects
from joining the EU in terms of funds, improved ttyaof life and completion of
the democratization process. The inauguratiorhefentry course provides the
basis for negotiations especially as Turkey takessteps designated by the EU,
allowing also to diplomacy enough space and goddwitesolve the differences
among the two countries in the most satisfactoshifan for both. Additionally, in
the long-term if the normalization process contgue is possible for both
countries to loose the rigid outlook of each othed mutually lay down the
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steeled defensive doctrines. Not undermining tlegipacity to defend their
sovereignty but input a more rational spending gyland exploiting their
resources in more beneficial ways.

Undoubtedly, the situation is far from easy andaigtitforward. The course of
Turkey is merely at its inauguration stage as them long and "bumpy™ road
ahead. There many reforms that need to be implesdearid above all centuries
old mistrust to be put aside. As of present, memies are at a stalemate and little
progress has been made in the flaming issues ofu€ypnd the Aegean
(Bakoyanni, 2006). Nevertheless this must not a& deterrent as the process has
only begun. It requires steady steps and open reuttu enable the override of
obstacles towards a better future.

5. Conclusion

Recapping the main points, Turkey’s nomination agandidate country to join
the EU and the ensuing reforms the Turkish govemnieas undertaken
represents a unique opportunity for Turkey, Gredoe entire Balkan region and
the EU. Turkey anticipates that in the process,dbentry will improve at all
levels, institutional, economic and political. Aligd in these changes, Greece
expects the establishment of a more constructiaiegiie under the auspice of the
EU, putting the problematic areas closer to sotutiblormalisation of the
relationship between Greece and Turkey and theepsoof Turkey’s candidacy
will enhance the stability in the region placingore solid foundations so that
the other countries can follow in the same path.tRe EU, a new market and
vibrant pathway to middle-east opens, the comlonadif a Christian Europe with
a Muslim counterpart provides an appealing prospect time where tensions
between fundamentalist Islamist and the Westemidaare rising. The issues are
many and it will necessitate patience, reciproocalcessions and a large dosage of
goodwill among the involved parties but the wheas lheen put to motion and it
must take its course.
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