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Abstract

The correlation between economy and the statesigepolicy stands as a conjunction
between the wider discourses of Economy and Intiemma RelationsThis conjunction
influences the international phenomenih regard to the aforementioned academic
fields. This paper deals with this mutual relatmnexamining the economics of
defence of Greece and Turkey as a case study. By do, the paper explores
specific general theoretical assumptions in regarihe mutual relation between
economy and the security policy. We examine thiefohg factors: interpretation
of the economic power of the two states, presemtati their economic wealth
and their level of growth, and finally, the poldic- economic structure in both
societies. Thus, we test a hypothesis using a stasly. The examination of the
mentioned factors aims at proving two main genbyglotheses: First, how the level of
the arm race between the states defines the itaer-lations. Second, how the funds
allocated for defence prescribe the state’s inteynal strategy.The innovation and
contribution of this essay is to import methodobadi instruments (from both the
academic fields of economics and strategy of irt#onal relations) in order to analyse
the Greek-Turkish arms race. This effort conclugegproviding a modern theoretical
gaze on the inter-state relations and arms raceatallel with the examination of the
hypothesis, we add a new theoretical step in anmace framework. The theoretical
background for the analysis of the above elemeiitbw/ the scientific fields of Political
Economy and the Economics of Defence and theofiggternational Relations and state
strategy. Political Economy and the Economics ofeBee constitute scientific fields of
sciences of Economics and International Politics.
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1. Introduction: Conjunction of Economy and Defence

The interrelation between different phenomena igratteristic in politics and

social sciences in general. The Defence Econorsiose of the interdisciplinary

fields that incorporate the political thought aherefore the economic theories.
The economists Sandler and Hartley (1995: 10) tefi@t the Economics of

Defence is a science of policies, and as a scigmges to shape theories that will
help to choose the best governmental policy thdit yaéld the most desirable

results.

The interaction between defence and economy isdbasethe fact that the
international safety is directly related to the mmmic motives that the nation-
state faces, or in other words the hunting of wealftd prosperity (Kantas 2002:
38 and Gilpin 2002: 25). The search of economicexoy international actors is
supported by the principle that the economy plage first role in the
intensification of states.

However, beyond the search of economic power, tates also seek military
power which is achieved with armaments. Nevertlseldbe acquisition of
armaments requires economic expenses and thisirnn influences the state’s
structures multilaterally. Consequently, the acijois of arms, which is a state’s
vital need, is directly interconnected to the esop@nd influences the criteria of
taking strategic decisions.

2. The Production of Defence from the state

One of the most characteristic examples of puldiad good is the state’s offer
of national defence The state undertakes to protect its populatigndiinside its
borders from any external threat. This benefitregponds with the offer of
defence. Its importance, as public good, is crudigcause the expenses for
military armaments are high and dangerous, sineg tost in wealth and human
potential, but at the same time they can offertaofaorofits (Art 2003: 4). The
cost of military armaments for a state is constiluby the economic height of
investment for the purchase of arming systems otheir production. They can
be measurable straight on, since they can be nmeshsuquantitative units (value
in monetary units). However, placing the attribotiof expense in political and
military criteria, the effectiveness of investmeragn be measured in units of
dissuasion and the size can be only appreciatedebyin basic admissions.
Firstly, the blight, which can cost to the opponesgcondly, the size of military
faculty of arming system, thirdly, the cost infeck to the opponent by the
countermeasures that should receive (Kyriazis 1994). Thus, we realise that
the attribution of investment in military armameatwd their effect in the society,
cannot be judged only in economic and quantitagvens, but also in political and
qualitative. Under this prism, we will examine belan the empirical study how

! For the characterization of defence as public gemiKennedy (1983).
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the states of Greece and Turkey take their dedsmm military armaments
expenses.

The expenses for military preparation could be usedther sectors of mainly
social charactér Thus, the state finds itself in a dilemma betweeititary
expenses and social expenses, a dilemma also lgcte states of Greece and
Turkey. The first choice is imposed by the needsfafiety, which can be ensured
with sufficient military force. The second choice imposed by the need for
economic prosperity from one hand, and the impramnof living standards of
its citizens from another. The alternative invesimer consumption, which is
what we call, sacrificing the first choice to weighe second, is named “defence
burden”.

3. Economy as a Factor of Power

It is generally acceptable that the role of ecomopawer has acquired significant
importance in the inter-country relations. The dality of states to use their
economic power in order to influence the decisiohsther states that affect their
external policy is evened with the use of theiritaiily power. As the economist
Thurrow (1995: 40-41 and 63-64) points out, econosiythe main field of
competition henceforth in the international systamd mainly between the
developed countries.

It is a fact that the military power does not dd@oge the unique parameter
determining the sovereignty of a state. In the skwe with military power is the
economic power. In consequence, the flourishingonat economy and the
economic robustness, is the economy that providesstonomic power, which
constitutes essential condition for the militaryweo (Papasotiriou 1999: 193-
194). As it is characteristically pointed out, nmuatry can support an intensive
and extended military effort if it does not possagsowerful economic base. The
height of Gross Domestic Product (GDP), the indaisproduction, the natural
sources of wealth and the human potential deterthimeapability of a country to
shoulder the weight of martial juxtaposition arglgapability of allocating in the
military sector the necessary human and econora@urees (Stavrinos 1997: 57).

Independently from the level of the economic powethe hierarchy of
international political arena, it is a fact thaatss make a continuous effort to
acquire it. The acquisition of economic power, abm$elp in the concretisation
of state’s strategic objectives. This effort inasdeconomic difficulties that have
to do with the state’s ability to produce wealthheSe weaknesses mainly
influence the configuration of state’s strategyits effort to acquire particular
power against the opponent. According to aboveeGreand Turkey seek the
improvement of their financial position in order aoquire an economic power

2 For a brief report in the reverse relation thatstsxbetween military safety and economic
possibility in all hypothetical cases see the wafrkriedberg (1989).
3 As an example see Gilpin (1977), Huntington (1982)lins (1994) and Lake (1996).
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comparative to the opponent’s one, in a way the¢ggthem the chance for the
purchase of military equipment.

3.1. The Gross Domestic Product as a factor of Economic Power

Wealth is the pylon of states’ economic power, regmbin the level of economic
growth and prosperity. It is measurable with theRGihd the per capita GDP. The
GDP measures the total value of final goods andeEs an economy produces at
the duration of one calendar year. Despite its wes&eb as indicator of
measurement, it has been established in the econscigénce as the size that
presents mainly the level of growth and prospedtyd in consequence the
economic power of a country. Organski (1968: 104pperts that GDP, as a
factor of economic power, is perhaps the bestravitefor the determination of
state’s national ability. At this time , there igeport in the GDP of Greece and
Turkey, in order to show the dynamics of the twatest in producing wealth and
to present a comparative analysis between them.

In Table 1 we can observe the proportion of GDRGofece and Turkey from
1980 up to nowadays expressed in current pricesrakdS. dollars as a unit of
measurement. Despite the weakness of sums to présecomplete and clear
economic picture due to the inflation and the ibdity of exchanges, certain

conclusions can be exported. The improvement oétdomamomies of the two states
since the end of the Second World War is obvioushleyprogress of their GDP.
Thus, in the beginning of the 1980 decade the leveGreek GDP was 71,2
billions of US $, while in 2004 it was up to fivenies higher (237,1 US $).

Respectively, Turkey in 1980 had a 103,6 billiofidJ& $ GDP and presented
five and a half times increase in 2004 reaching,®H®lllions of US $. A great

augmentative tendency of the two countries can lbarly seen. This can be
translated as improvement of their ability to progluvealth and to be financially
strengthened, which, in turn, is translated in hgwa better ability to purchase
military equipments, based on the fact that themnoof wealth leads to the
increase of military expenses. Mainly, the higher indicator of the GDP of a
country is, the better is its ability of allocatimgoney on the support of its
defensive budgeting.

Despite the obvious supremacy of Turkey in the ltead GDP, the parameter of
the population of each country and the per capiPGhould be taken into

consideration. The per capita GDP, in spite ofwtaknesses as an indicator,
constitutes the factor that provides the level @iwgh, prosperity and therefore
economic power of a country (Kollias 2001: 35).Table 2 the supremacy of
Greece in this point of reference is observed. \&e also see that the total
produced quantity of product corresponding to e@okek citizen is triple from

the one corresponding to a Turkish citizen. Thitedence remains inalterable the
last decades, since in 1980 the per capita GDPreéce was 9.770 US $, while

* For weaknesses of indicator as comparison measer®ornbusch and Fischer (1993: 56-63).
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Turkey’'s was 1.958 US $ and respectively in 2008 difference was almost
quadruple, since the per capita GDP of Greece 238 US $ while Turkey’s
was 3.068 US $. For Turkey the increase of thecppita GDP receives greater
importance considering the increase of the Turfgigbulation.

4. Technology, Economy and Armaments

Technology and therefore technological developments crucial factor for this
study. The technological developments change all dspects of economic,
political and social affairs. The technological éwation has become a determent
factor both for the economic growth in the advanabnomies and the
international competitiveness between the industed economies (Gilpin 2002:
113). At the same time, the measurable factorsnofvkedge and information,
which are mainly interwoven with the factor “tectogy”, are also very crucial.
Their importance for a state is enormous accortbnigpe capacity of imposition
against the other states. This becomes more p&rsuaansidering the fact that
the information-knowledge is today the basic ecoieamsource that establishes
the classification of states in the world competit(Dokos 2001: 28).

The study of balance of power between two statetheéninternational system
should be based on two comparative pylons. The fwse concerns the
quantitative dimension and the other one the aialé. In cases where
quantitative imbalance exists between two statess @ effect between Greece
and Turkey, the factor “quality” is elected as dealy important in the
correlation and in the balance of the power betwberstates (Kollias 2001: 71).
That is so, because the balance of military povegedds on the level of the two
countries ability to exploit the capabilities thewtechnology of arms systems
offers. This qualitative difference is focused ohawvis named “technology” and
in addition the technological supremacy againstdhponent is measured with
gualitative criteria, which can be equalized andren@owerful from the
guantitative ones. Consequently, in the qualitatimension of comparative
study the factor “technology” is also included. Tihgportance of technological
factors in the conflict and more specifically iretmilitary sector is a subject that
gained growing interest between the analysts efiwtional relatior’s

The pointing out of “technology” and “know-how”deors in connection with the
terms “economy” and “arms” is of vital importan@@®cause the technology in the
modern political environment plays decisive roletle inter-country relations.
According to Majeski (1986: 175), technology is iategral piece of race of
equipment and the technological innovation increafe breadth of choices
participating, offering them new possibilities amgtcasions to manipulate
infrequent resources. Its importance also liesh® fact that the technological

® See in a long range of writers Jervis (1978: 19Bigare and Kilgour (2000: 9) and Quester
(2003: 45).
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progress constitutes the main issue in purchasfendive armaments. Moreover,
the technical developments lead to the productibmew products that create
prospects in favour of products and offer biggehtmlogical research. Besides,
as it can be realised by the new theory of growtbwkedge, technology and
know-how constitute a separate factor of produciieyond the classics of capital
and work (Gilpin 2002: 118).

Finally, in the modern times, where the expensigenef arms increases the
importance of technological factor, the possessibrknowledge is a decisive
factor for the result of battle and in addition thgortance of information on the
field and the movements of the opponent acquirgdsignportance (Kantas 2002:
29). In conclusion it is pointed out that the teallogical revolution has concerned
rapid changes in the arming systems and in theiahéthnology developments.
More specifically, the most important technologicaiovations dominate in the
sector of information management with particulaighein the developments of
satellite technology and the informative war (Dokt@99: 212-213). Such a
situation, where the technology is found in thenpaf peak and can judge the
result of conflict, forces the states not only éls technology that will improve
their military faculty, but to find themselves ihet limelight of technological
innovations in order to acquire the comparativeaadizge against the opponent.
When it is impossible for the quantitative disadeaes to be compensated with
quantitative balance, it is inevitable for the diadive to see advantage.

5. The Arms Race Between the States

We observe arms race when two or more states @amedls with conflicting
objectives are involved in a fight of increaselwit armaments and their military
human potential. The arms races are often charaeteas a process of action-
reaction in which a state increases its militaryearls as return of a potential
increase of rival arsenals (Sandler and Hartley519%). Intriligator and Brito
(1990: 59) define the arms race as a dynamic psoafeimteraction between states
for the acquisition of arms. The situation of amase between the states in the
international system is created in competitive mmment (existence of conflict)
because of the conviction by all the parts thatntiigary force determines mainly
the result of conflict. The international systendahe exterior threats created in
it, influence the feeling of insecurity that thatsts have, and as a result they lead
to the increase of armaments levels. Karp (1996t3)4defines arms race as “...
the situation where two or more parts distinguishttthey participate in a rival
relation, in which they increase or improve thefmaments with fast rates and,
change the structure of their military situatiorspectively, with general focus in
the passed, present and forecasted military andtigal behaviour of rival
parts...”. In this definition is, firstly, distinguishedé significance of the conflict
as a rival relation and the competitive relatiorstaftes as a reason of existence of
armaments, secondly, the process of materialisafi@rms race and, thirdly, the
strategic spirit that possesses it, as an actiolawful behaviour between two
opponents.
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The states enhance the acquisition of military anevats, because it provides
them with the military power they use against thgpanent. The opponent,
conceiving the threat from the action of some otlayer (increase of military
equipment), advances this in the military aid. lhmstmanner, a circle of
juxtaposition is created which is translated initaiy reinforcement (Wallace
1979: 3). Thus, the need for military armamentghis result of competitive
relations of states and not the reason of eachr othélict.

The main reason that leads the states to purchdgarynarmaments is the
insecurity of the international system and the msiten of the threats from the
potential opponents. The decisions of states, amsaace with opponents, are
influenced by clearly exterior reasons that condemstructure of international
system, and also by the aggressive character tfsskeehaviour. The choice of
states for expenses in military armaments aim$iataimplification of military
power, which constitutes one of the main pylonstate safety. A state can feel
safe from the increase of the opponent’s militaoyver only if it believes that a
functional collective safety is offered by the gyst(Jervis 1978: 176). However,
even if this happens, it is boldly dangerous fastate to leave its safety in the
system’s distribution of power and not in its ovamdes. With regard to the case
study, when we have a state that materialise agigeestrategy (Turkey) and a
state that follows defensive deterrent strategyeéGe), their following relation
with the armaments competition is pointed out.

6. A Comparative Analysis of Defence Expenses of Greece and
Turkey

In the current section we present economic datectirecern the armaments of the
two states. This presentation is found necessany, because it was never
presented befofebut rather because it emphasizes certain elertieattdiave not
been shown in other studies. The presentation efsthtistics of the defence
expenses will show the real picture of the crashirgjation between Greece and
Turkey, but also will certify the arms race exigtimetween the two states.

The value of quantity of defence which is providedhe state society, during a
time period, is approached by the size of defensxeenses, during the same
period, expressed in standard prices. Despite #mkmesses the last definition
has, it constitutes a good pledge in order to datex the sizes in absolute
numbers and helps in the interpretation of dataéhisiframe we make an effort to
clarify the level of military power, as it can blosvn by the pecuniary height of

® As Smith et. al. (2000: 737) report competitiorviEen Greece and Turkey has prompted a big

number of studies that is supported in economiacketénce.
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the expenses of defence that Greece and TurkeywdéalAt the same time we
present the picture of numbers concerning the aenisrof the two countriés

The intensity of effort, the two countries make &t of their military armaments,
shows the conflicting character of their relatiolmlicative of the arms race and
the accumulation of defence systems at both sitlisecAegean, is the fact that
the Greek and Turkish military expenses, expreasquercentage of GDP, are the
last years almost the double of those at NATO &edBuropean Union (Kollias
2001: 98§. The last five-year period both countries spemdnfiditary expenses
almost the double amounts of money, relatively Wit GDP, in relation to the
rest of the members of NATO. In 1999 Greece speBfrodof GDP and Turkey
4,2%, the moment where NATO average rate was 2uPide in 2003, even
though there was a reduction in the difference btglgsreece (4,2%) and Turkey
(3,7%) had by far the bigger percentages in NATGYD.

By the time the possibility of war is one of theimé&actors in the international
policy, the military force is rendered a recognizerderion of political value,
which can be measured by the height of the expefiosdbe defence and safety.
The height of military expenses expressed in moyetmits constitutes an
important metre of one’s side determination of tary force and therefore the
reaction of this state in the armaments activibiegs opponents. This renders the
interpretation of sums for defence important, as flle degree that this
interpretation corresponds in the search of caokesterialisation of armaments
programs. Besides, the importance of studying ttaistical indicators that
concern the defence, lies to the fact that thehd@tdc development of a country’s
amount of military expenses constitutes a metré witich the military, political
and economic sides of national safety can be irgegd important and also, the
military expenses connect the internal developmevits subjects of external
policy (Stavrinos 1997: 61-62).

A first picture of the amounts the states of Greaod Turkey spend on the
defence is given in Table 4. In relative sizes @ngounts are in current prices)
Greece (in drachmas) and Turkey (in Turkish liregyease the expenses for
defence. It is clear that the tendency for the stanglefence by both countries is
rising’. From the beginning of the '70s up to today the states, independently
from the climate of their relations, tend to spendre money for their defence
year by year. This shows the conviction of staté®se national objectives are
directly interconnected with the military force @ed by the purchase of
military equipment.

’ For the indicators of military faculty of GreecadaTurkey in quantified measurable sizes see
Kollias (1996: 222-225).

8 This point is also confirmed by Table 3.

° It is pointed out that the conclusions are plaoader the sect of methodological problem that
wants the amounts in running prices and in natieaetary unit to be disinflation, fact that creates

difficulties mainly in the comparative analysis.
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The observation of Table 5 leads also to the albonelusion. In this table, where
the absolute sizes of expenses are presented the & constant prices and
equivalences 1995 respectively), the augmentataralegncy of expenses for
defence is absolute (even if no clean from yearetar), if we compare the sums
of the '70s decade with the current sums. The ptesgcertainment confirms the
two states concern for their defence, but alsaitede of armaments competition,
where the increase of one player's military experisads to the increase of the
other player’s military expenses.

In Table 6 the occasion for a comparative obsesmatif expenses on defence
between Greece and Turkey is given. Over the autatiem course that is
observed in the defensive expenses in both $fatee can see that the
augmentative course in the expenses of Turkeydgebithan that of Greece.
Particularly from 1984 and afterwards an increasigkish supremacy in
expenses of armaments is observed (PapasotiricI®B). While in the dues of
the '80s decade, Greece and Turkey, use to spamghlsoequal sum for their
defence. At the beginning of the new millennium Keyr doubled the expenses
(11.675 millions of US $) and Greece increased ther5% (7.412 millions of
US $). It is a fact that between 1985 and 1988Tim&ish defensive expenses had
been increased more than double (from 3,2 billiihgS $ to 8,1 billions of US
$) and occupied the 4,4% to 4,5% in constant b&seDP. The same moment
Greece increased in real numbers its military egper{ffrom 3,3 billions of US $
in 1985 to 5,7 billions of US $ in 1988), but deased them as percentage of the
GDP (from 7% in 4,4%) (Triantaphyllou 2001:67). Bhit is shown that Turkey
increased its military expenses, in order to malise its strategic objectives
despite the economic problems it faces, while Grgedges that the military
threat of the opponent can be also deterred byr atfemns and not essentially
military, which leads to the increase of armaments.

We can observe that in the post-war period andupé beginning of the decade
of 1990 (with the exception of period 1980-1985¢rthis an increase in the
military expenses by the two countries, fact thaemsify the arms race. This
could be justified from the fact that in those pds new and powerful arming
systems are manufactured and it is the beginnintpefresearch and growth of
technologies that decreased the balance of tebangtas 1991:130). The effort of
the countries to correspond to these new armingir@ments with success, which
would ensure them the sought objectives, intertsitie arms race.

In general lines, as it also emerges from Tablelwing the 1980s, the two
countries were found in a very intense equipmempetition. However, from
1988 Turkey presented an increase of military egeipt, while Greece appeared
to be adapting the withholding of military equipmeat least up to 1991 (Table
6). Turkey between 1992 and 2001 increased itsanjliexpenses to 37% passing
from 6,5 billions of US $ to 8,9 billions of US Ki¢usis 2005:110). This resulted

19 Majeski and Jones (1981: 279) support that theekstefensive expenses happen because the

Turkish defensive expenses.
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in the full implementation of the Turkish armamempi®grams threatening to
change completely the Greek-Turkish balance of powéilateral level. Greece

substantially began to increase its defensive esggfrom 1995 in a prospect to
face the continuous Turkish extension, as welhasaggressive military strategy
of Ankara that is expressed in various foreheadsu@dis 2005:112).

So, during the 1980s up to 1990s, it is revealed sitagnation occurred in the
sums of Greece’s expenses for defence. This ieraitved to the repeated
consolidating programs and budgetary problems Hsb @ the economic
hindrances of the Greek state in the particulaiodeand mainly to the effort of
achievement the criteria of attendance in the EcoodMonetary Union (EMU)
with the required discipline in the terms and thesstrictive policy (Kollias
2001:138). The last one indeed, constitutes a &i@iment in order to justify the
effect of international organisms in the stratelgghaviour of mainly activators
(states).

On the contrary, the next decade (from 1990 to P@dOincrease of the Greek
defensive expenses is observed. This increaseowrsin Table 9, where in
constant prices, the second five-year period ofdéneade, an increase of roughly
30% is observed (while in 1995 it was 1.171.377e®&rdrachmas, 2000 it was
1.569.031). However, it is pointed out that, while rate of increase of the Greek
defensive expenses was bigger than the Turkey'd4it# roughly), in absolute
size those expenses was oscillated in lower Iénaal those of its neighbour, from
4,7 billions of US $ t06,5 billions of US $ (Lioss2005:111Y"

In relevance to the absolute numbers of militargesses and their augmentative
tendency, the observation of Table 11 is alsocaiitiWith the exception of some
years, the last decade (till 2001), both statesgmeincrease of their military
expenses in the level of almost 4% per year. Aenise and escalated competition
of military equipments between the two countries oisserved (especially
afterwards 1974). The arms competition betweeniwestates is expected to be
accentuated in the near future, while Greece tdesstore the balance of power
(which is in inversion because of the giant progEmupplies and modernisation
of Turkish armed forces) in a level that would allaghe dissuasion (Dokos
2001:148). However, we have to note that Greecemgis to equalize the
quantitative military supremacy of Turkey, with aadjtative one. We can support
according to the evidences, that in the last feary&reece has managed to equal
the Turkish quantitative advantage with a qualtatone. Consequently, the
above analysis shows that the directness of thretteen the states encourages
the conflict, and this threat is shown by militaexpenses. The ascendant
tendency in the increase of expenses for militayiment from both countries
shows that Greece and Turkey conceive the dangsr émanates from the

1 The present pointing out is also confirmed by €al In this it is observed that while in 1995
the Greek defensive expenses were 4.742 milliodf in 2000 reached in the 6.449 millions
of US $.
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opponent. Both of the rivalries states accept thatpower is mainly built with
military equipment so they tend to increase thepemses.

7. The Greek Economy

It was pointed out that the economy of the statestitutes a critical factor of
power and therefore the economic position of aestan also influence its
armament policy. Thus, it is important to describethe present stage the
economies of the two states beginning with Greece.

Greece is categorized as a democratic, developadtrgowith a satisfactory
economic road/route. The fact that it is a memkatesof the European Union, as
well as a member of the Economic Monetary Uniomvles it with the
characteristics of economic stability and safetyegge has chosen as a main
economic objective the convergence of its econoritiy e economies of the
other members of the European Union, something a¢hlé for it to pursue an
economic policy of restriction of all forms of exmes and consumption,
including those for the defence. The problems tloaicern the economic route of
Greece in relation to the European Union (convergewith the partneréz)
influence in a large amount the decisions of thee®rstate on the issue of the
military build-up.

The economic austerity that is required for Greiacerder to achieve economic
convergence with the rest of the E.U., preventfsoih financing its armaments,
fact that would make the country more powerful tarily. Moreover, the
economic insufficiency of Greece in relation to Esropean partners deprives it
the political power for negotiations and allianceiléing in its conflict with
Turkey. Greece’s search for European allies intdndsreate a more powerful
political dissuasion in order to balance Turkeyiitary supremacy.

During the period of '90 - '98 the Greek economgnad to the reduction of the
fiscal deficits of current account balance andaitiéin. Those problems had been
created by the previous economic policies, whiclreweharacterised by the
extension of total demand, mainly during the pewddl974 - 1990 (Antonakis
2002: 25 - 27). This led to the restriction of pal@onsumption, which influenced
the demand of military equipments. The strict eeoniogpolicy that is imposed for
the reduction of fore mentioned economic indicainfiiences in a narrow and
direct frame the economic position of a country @&sdcitizens, impending the
economic choices and in a wider and indirect fraime military armaments’
policy. The last one, as we have pointed out diyed related to the economic
possibilities of a state and also its social peiees.

2 For the admission of this argument see Antonal®99: 503) and for a report in the problems

of convergence of Greece see Tsakonas (1998).
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Greece was developing faster compared to Turkeygltine post-war period and

afterwards. However, from 1973 things changed. Tdus proves that Greece was
superior in development (until 1973), which alsatifies the better economic

situation compared to that of Turkey, and, degfsteesser growth rates of the last
30 years, remains economically more powerful thanopponent. The second
noted point, is that the unfavourable (always camgdo Turkey) Greek growth

influences the correlation of military expensesd aas Turkey’'s armament

expenses are increased along with its rising dewedmt they outnumber the
Greek ones (from 1983 and afterwards).

7.1. Greek Military Equipmentsin Relation with the Economy

The military expenses constitute a heavy burdentferGreek economy, while
Greece tries to complete the application of an esoa program of severity and
must at the same time adhere the requirements &utopean Monetary Union
membership (Dokos 2003:50). Greece’s military espsn are focused in
defensive equipments, aiming at the safeguardirgpaoders (mainly eastern) and
its upgrade of power at Aegean Sea. During the '$98@eece spends annually
6,5% of its GDP on defensive expenses, which ciones the highest percentage
in Europe and one of the highest in the world. Thignber confirms the
directness of the danger the state accepts fronofpenent and the confidence
that the opponent will also be balanced by militamgans. However, despite
Turkey’s threats and the dangers at its northemddrs, Greece’s armament
expenses tend to be decreased the past few yeaiation to its GDP (Table 3).
Based on this, we can see in the aforementionetysasmahat the economic
expenses are necessary, in order to maintain thadsof power relatively to the
opponent.

Based on economic criteria, the Greek expensearfoing systems include to a
large amount imports from third countries and asnd paid with foreign
exchange, while the domestic industry covers ordgynall part of needs (Stathis
1992:114 and Kyriazis and Somakos 1999:29). Thisnewic arrangement,
concerning the military equipments, does not erageithe economic growth of
the country, because it does not contribute toinkesase of the GDP (lack of
production) and does not assist other productivestments in other sectors. In
conclusion, in order to determine the reasonstti@iGreek military equipments
are increased, we should connect those reasonshgitlevel of Greek reaction to
the Turkish armaments. The height and type of Geeglenses are determined
mainly by the Turkish challenges, as these becceneeptible from Greece, while
on the contrary, the Turkish defensive expense&suaultiple strategic objectives
and do not depend immediately on the developmehtth® Greek-Turkish
relations. This conclusion is also confirmed by dm®nomic studies of Majeski
(1985), Kapopoulos and Lazaretou (1993) and Kolli2©4 and 1996), in which
they support (using an empiric proof) that the Grerpenses for armaments are
influenced to a large amount by the course of thkiEh military expenses. Also,
we should not forget, the connection of the Turldsmaments with the state’s
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ambitions for concretisation of its political objiees?, while the political
objectives are influenced immediately by its miltéorce.

8. The Turkish Economy

Turkey’s desire to develop its economy remains @nnodject for the country,
while its economic growth does not only constitaiteocial need, but it is a source
of state’s power (Aydin 2004:4%) Turkey is trying to achieve the European
Union criteria in economic development. Althoughstls the main target of
Turkey’s economical politics, it is too difficultotbe achieved. The Turkish
economy suffers from serious and perennial problemige insufficiency of
productive factors (especially capital) of the doyrleads the state to low its
levels of productive ability. The unequal distrilout of produced wealth is added
to the low levels of production resulting to th@eoemic decline of the bigger part
of the country. The Turkish state faces continuecgnomic crises because the
tottering economic situation, and at the same iiseevelopmental policy does
not send hopeful messages. Determining, charattety, the state’s economical
problems, Aydin (2003: 166) reports that Turkeyimk to be having a liberal
economic system, but the unfavourable residuets @donomic planning prevent
its growth.

The adoption of the neoliberal economic policy frome Turkish state, at the
beginning of the previous decade, was supportedhbystrategy of extrovert

growth. This strategy includes the promotion of élxports, the release of the pre-
existing economic arrangement in the trade andréueiction of government

owned interventionism, and aims at the rejectiorfre§uent crises of balance
payments (Onis 1992: 9, Athanasopoulou 1995: 28i83@4, Notis 1995: 139 and

William 2000: 208). This gave impulse to the depatental course of the

country improving its economic situation by theesatof enlargement being
particularly impressive and the changes in theeiase of GDP reaching to the
level of 9,3% in 1990 and 7,4% in 2000.

The serious curtailments of public expenses of @wrkbecause of the
consolidating programs (with characteristic tralite restriction of lending needs
of the state, the big increases in the prices bfipenterprises and organisms, the
increase of taxation and the freeze of nominal ipubtpenses), in the beginning
of 1990s, excluded the military sector and partidylthe expenses for armaments
(Stavrinos 1997: 60). This, from one side, shovesdtiort of improvement of the
Turkish economy, but from the other shows that effgrt for the benefit of
economy cannot influence the armaments policy.

13 This is a conclusion from the study of Richard&60).
14 For a comprehensive report in the economic confreirkey see the study of Onis and Riedel
(1993).
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In the 1980s and 1990s the continuous rise of §arkdDP had direct effects on
the rates of enlargement (in 1998 reached the 4,P#4i)also on the Turkish
exports, that in one decade (1988-1998) were thiWilliam 2000: 208-209).
Thus, as it is also observed by Table 1, the autatiea process of the Turkish
GDP shows the optimisation of the developmentalsmof the Turkish economy
but not the optimisation of its economy positiomile the big problems mainly
concerning the standards of living, remain. Moreptlee economic marvel taking
place from the beginning of the 1980s should neoprise, while it is imposed
from the Turkish system against the economic pnitgpef society, achieving
thus rgl%h rates of growth, without the genuine rajation of the economy’s real
picture™.

8.1. Turkish Military Equipment in Relation to Economy

Turkey continues to purchase martial material desjpie economic and political
problems that trouble its interior. Considering timmate weaknesses of the
Turkish economy (as this it is shown by the apparsiof economic indicators), it
is ambiguous whether Turkey might continue suppgrtits ambitious and
grandiose armament programs (Kollias 2001: 149éder, it is remarkable that
the Turkish state, with the economic problems siisting, continues to be
militarily equipped, remains a big power in its gesphical region (mainly
because of its military capability), survives ast@e and shows to be imposed on
its opponent in Aegean. This ascertainment leadbeeaonclusion that the state
of Turkey shows to be successful in other sectavbjch equalize the
aforementioned disadvantages. These sectors cotigerpolitical practice of
Turkey in the international system. Thus, we sex tie state’s strategy is drawn
in such a way that the disadvantages are coveredthyr factors and the
strategy’s objectives are materialised despitaifieulties.

Turkey attempts to modernise and develop its ecgnttmough the armaments
programs. In most of them it achieves a high degreeco-production and
domestic added value, with the involving profitstbé economy, and also the
powerful competitiveness of industry (Notis 199891150). The modernisation
of the Turkish armed forces and the growth of ddioesilitary industry have as
an objective the achievement of the defensiversdiince and the maintenance of
military supremacy against its opponents. Besidassconomy wishes to develop
its industrial sector, to extend its productiveiagt in products of capital
intensity and owes to give priority to its educatibinfrastructure. However, the
relative expenses continue to be limited in Turkeyile the educative level of the
society continues to remain low, contrary to thedpean one (Liousis 2005:
186).

The defensive strategy of Turkey is mainly basedha enormous imports of
arming systems. This fact confirms the state’s sssful policy, meaning that in

15 For the support of this argument see Notis (1988:204).
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the military level it creates the essential codisi, for the co-production of arms
and the access in the modern know-how, while irdipomatic level it gains the
support and aid of more powerful states (Liousi®30188). The coupling of
defence and economy ensures resistance in a lmegaind consolidates a power
in an arms race conflict. This consolidates Turle regional state-power and at
the same time it gains the advantage against Gréeamain opponent, which is
the more basic obstacle in the application of Talrkistrategy and in the
concretisation of Turkish objectives in westerndaos.

By the middle of the '80s an increasing Turkish rempacy in expenses for
military equipments is observed, fact that makeek@y a sovereign activator in
the bilateral strategic balance. Recognizing thatarmaments provide high levels
of power, the Turkish government focuses its efiorthis sector that will offer
supremacy against the opponent. Besides, we haywitd out the potential
ascertainment of Turkish strategy that the onlyriment supporting the states
supremacy against the opponent is the militarydfoand as a result the efforts are
focused on armaments increase. Thus, Turkey'sigallibbjective for expansive
action against neighbouring countries (included eGey is supported by an
ambitious program of military equipments.

Turkey, based on the Turkish national interestsmregion, always continues the
development of an essential industrial base thiitprovide self-sufficiency of
arms, in order to ensure military power, indepetigerfrom NATO
(Athanasopoulou 1995: 293). Thus, Turkey from tleeadie of 1990 placed
substantially the bases for the growth of dynamartial industry, which could
play an important role in the country’s upgradetle frame of geopolitical
realignments after the cold war period. This confithree main arguments: first,
the states seek interdependence from their rivgdénat any cost. Second, the
states wish to be interdependent and support sgf-hird and most important,
the states seek the military power which is thenmeliable factor in international
arena.

In conclusion, although from the beginning of 1980s Turkish economy has
carried out an important progress, the simultanestest of increasing military

power by purchasing arms does not suit with Turkisbnomy level. For Turkey,
arms race involves economic and social burdengladxceptionally high levels
of military equipment serves concrete short-termjectives with revisory

character. However, despite the high economic press the reduction of the
military expenses is impossible. From the existimigrmation we conclude that
the Turkish military ambitions may be lightly recut (under the pressure of
International Economic Organizations), but in neecdrastically reduced.

9. Conclusions

According to all the above, the arms race as ptedan the relative bibliography
can function also in the special case of Greek-isarkonflict. In the light of the
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economic situation of two states and of their eooigoaction in the market of
military equipments, we reveal the following: Fiystthe existence of conflict
between the two states in the level of competitaetion excludes the
collaboration in subjects of vital importance (tbempetition does not always
exclude the collaboration, but this concerns theestjagns of low policy).
Secondly, an arms race between Greece and Turkstg €as the term has been
fixed), fact that is confirmed by the presentatioihnumbers of the defence
expenses of two states. Thirdly, very little impoite has the two countries
economic situation for the participation in the aments competition, while the
concretisation of safety objective is fundamentaiyportant (as it is proved by
the strategic actions of Greece and Turkey). Ftyrtthe importance of
technology as a factor of power can alter the dateonflict, while its diffusion
through the military equipments is an absolute athge for its holder. Fifthly,
the economy as a process of production of wealitnnsediately interwoven with
the political action, either as a state’s economower either as ability of
purchasing military equipments.

Based on what was supported above and what wasroedfby the empiric data
of the case study, the thesis of this working papefirms the hypothesis that the
inter-state relations are defined by the levelh&f arms race between the states,
while the funds allocated for defence prescribesthgées international strategy.
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Appendix:

Table (1): The Gross Domestic Product of Greece and Turkeyhe period
1970-2004. The amounts are in current prices,liiohs U.S.A. dollars (US $).

Year Greece Turkey
1980 | 71,2 103,6
1981 | 76,6 118,8
1982 | 80,4 130,5
1983 | 82,7 142.,4
1984 | 87,5 157,7
1985 | 92,4 169,4
1986 | 95,0 185,4
1987 | 95,4 208,5
1988 | 102,9 220,3
1989 | 110,9 229,2
1990 © 115,32 260,1
1991 [ 1229 271,7
1992 [ 126,6 294,6
1993 7 1274 325,6
1994 [ 132,7 314,3
1995 © 1383 343,8
1996 = 143.,8 375,8
1997 | 1523 406,0
1998 © 158,9 421,0
1999 [ 165,6 403,7
2000 ©  177,8 459,8
2001 © 189,3 420,9
2002 7 209,0 4539
2003 © 224,8 4929
2004 " 2371 551,9

Sour ce;
» OECD, cs4hqg.oecd.org/oecd/eng/TableViewer/wdsview
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Table (2): The per capita Gross Domestic Product of GreedeTamkey at the
period 1980-2004. The amounts are in constant pr{te95) in U.S.A. dollars
(US 9).

Year Greece  Turkey
1980 9.770 1.958
1985 10.134 2.193
1990 10.950 2.572
1995 11.346 2.747
1997 11.866 3.056
1998 12.202 3.100
1999 12.482 2.908
2000 12.938 3.068
2001 13.238 2.774
2002 13.679 2.947
2003 14.251 3.070
2004e 14.744 3.315

Source:
« NATO, www.nato.int/docu/2004/table4.

Note:

* The denotation e declares that the amount on thécpar period is
determined by calculation.
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Table (3): The defence expenditure as percentage of GroseBtanProduct of
Greece and Turkey, at the period 1991-2004, basexostant prices.

Year Greece  Turkey NATO
1991 4,4 3,6
1992 4,6 3,6
1993 4,4 3,5
1994 4,4 3,5
1995 4,4 3,3
1996 4,5 3,3
1997 4,6 3,8
1998 4,8 3,8
1999 4,9 4,2 2,4
2000 4,9 4,0 2,4
2001 4,6 3,9 2,4
2002 4,3 3,7 2,5
2003 4,2 3,7 2,6
2004e 4,2 3,6 2,6

Sources:

* NATO, Review January 1996, p. 32: (1991-1992).

* NATO, Review Spring 1998, p. D15: (1993-1996).

* NATO, www.nato.int/docu/2001/table3: (1997-2000).

* NATO, www.nato.int/docu/pr/2004/table3: (2001-2004)

Notes:

* The denotation e declares that the amount on thécpar period is
determined by estimation.

* The third vertical column refers to the averageneimber states of NATO.
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Table (4): The amounts for defence expenditure of GreeceTamkey, at the

period 1970-2004. The amounts are in current prages in millions units. For
Greece the amounts are in Greek drachmas (DRfjoarfdirkey are in thousands
Turkish lira (1000TL).

Year Greece Turkey
1970 14.208 6,3
1975 45.936 33
1980 96.975 203
1985 321.981 1.235
1990 612.344 13.866
1991 693.846 23.657
1992 835.458 42.320
1993 932.995 77.717
1994 1.052.760 156.724
1995 1.171.377 302.864
1996 1.343.276 611.521
1997 1.510.684 1.183.327
1998 1.724.621 2.289.430
1999 1.853.189 4.167.636
2000 2.017.593 6.248.274
2001 2.039.651 8.843.915
2002 4.845 12.107.716
2003 4.264 13.553.387
2004 4.752 14.625.060

Sour ces:

NATO, Review January 1996, p. 31: (1970, 1991-1992)
NATO, Review Spring 1998, p. D14: (1975-1990, 19936).

NATO, Review Spring 2001, p. 34: (1997-2000).
NATO, www.nato.int/docu/pr/2004/tablel1: (2001-2004)

Note:

For the years 2002, 2003 and 2004 the currencgfeece is EURO.

168



Proceedings of the f0Annual International Conference on Economics aacufity

Table (5): The amounts of defence expenditure of Greece anHley at the
period 1980-2004. The amounts are in constant paoce exchange (1995) and in
millions units. For Greece are in Greek drachmaR)(&nd for Turkey are in
thousands Turkish lira (1000TL).

Year Greece Turkey
1980 1.008.658 169.109
1985  1.325.997 184.275
1990 1.177.621 273.695
1995 1.171.377 302.864
1997  1.316.905 340.749
1998  1.429.706  353.579
1999  1.490.665 370.788
2000 1.569.031 374.540
2001  1.533.940 336.003

2002 3.503 312.306
2003 2979 301.121
2004e 3.225 290.253

Sources:
* NATO, www.nato.int/docu/2001/tablel: (1980-2000).
* NATO, www.nato.int/docu/pr/2004/tablel: (2001-2004)

Notes:

* For the years 2002, 2003 and 2004 the currenc§feece is EURO.

* The denotatione declares that the amount on the particular peigd
determined by calculation.
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Table (6): The amounts of defence expenditure of Greece anHley at the
period 1988-2004, in constant prices and excha@g63). The amounts are in
millions U.S.A. dollars (US $).

Year  Greece Turkey
1988 5.752 5.325
1989 5.359 6.161
1990 5.452 7.445
1991 5.171 7.653
1992 5.374 8.050
1993 5.245 8.900
1994 5.336 8.717
1995 5.450 8.939
1996 5.776 10.008
1997 6.155 10.427
1998 6.708 10.926
1999 7.023 12.064
2000 7.412 11.675
2001 7.250 10.703
2002 7.114 11.388
2003 7.172 10.278

2004 - 10.142
Sour ce:
» SIPRI, www.sipri.org/contents/webmasters/databases
Note:

» The symbol (...) declares that data are not available
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Table (7): The percentage change of defence expending, inahrivase, of
Greece and Turkey, at period 1993-2004, based wstaot prices.

Year Greece Turkey
1993 0,9 6,8
1994 2,5 (5,0)

1995 1,8 1,1
1996 5,4 6,9
1997 5,3 53
1998 8,6 3,8
1999 4,4 4,9
2000 5,3 1,0
2001 4.3 (7.5)
2002 3,6 7,9
2003 4,5 5,8
2004e 3,8 9,8

Sources:

* NATO, Review Spring 1998, p. D14: (1993-1996).

* NATO, www.nato.int/docu/2001/table2: (1997-2000).

* NATO, www.nato.int/docu/pr/2004/table2: (2001-2004)

Notes:

» Parenthesis (a) declares negative amount.

 The denotation e declares that the amount on thécpar period is
determined by estimation.
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