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ABSTRACT

THE EU — TURKEY CUSTOMS UNION:
A FAIRY TALE ABOUT TURKISH EUROPEANIZATION
Oz, Feyza

M.Sc., Department of International Relations

Supervisor: Assoc. Prof. Dr. Pinar Bedirhgioio

February 2012, 113 pages

This thesis examines the historical process wredhtd the signing of the Customs
Union Agreement/Decision between the EU and Turkey.not only is the positive
economic impact of the Customs Union on Turkishneooy rather questionable,
but also it has meant clear political losses fercbuntry as she had to surrender her
trade autonomy and gave significant concessiortheénCyprus issue to make the
EU approve it. Via the Customs Union which wasadtrced by Turkish authorities
as a stepping stone to the EU membership, Turkaseith suppressed all industrial
custom duties in her trade with the EU and hagestamplementing EU tariffs in
her trade with the third countries, losing in retar significant diplomatic stake to
be used in her full membership negotiations with BUJ. This study attempts to
analyze different perceptions in Turkey over tlsisue since the 1970s in order to
understand why this unfortunate decision was takighout even the approval of
the National Assembly. It will finally argue thatesides the incumbent
Government’s short-term electoral expectations,@stoms Union has paved the
way for Turkey’'s one-sided integration to the Elgisation within the chaotic
political atmosphere of the 1990s, and hence hdipatithe economic, if not the
political, policy options of any future governmenthus, the Customs Union was

not about trade relations only but ensured a  moreompecehensive
\Y



framework for political action that locked in Tugke policy choices to a neoliberal
path in a rapidly changing global and domestictali atmosphere.

Keywords: The Customs Union Agreement/Decision, EUTurkey relations,
neoliberalism.
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AB — TURKIYE GUMRUK BIiRLIiGi:
BIR AVRUPALILA SMA MASALI

Oz, Feyza

Yiiksek Lisans, UluslararaBiskiler Bolimu
Tez Yoneticisi: Dog. Dr. Pinar Bedirhatio

Subat 2012, 113 sayfa

Bu tez, 1995 yili mart ayinda Avrupa Bgiliile Tiarkiye arasinda imzalanan
Gumruk Birligi'ne giden sireci incelemektedir. Bahsi gecen @médkarar, Turkiye
acisindan, akademik cghalarla net birsekilde ortaya konabilrgi ekonomik bir
kazanima yol agcmagh gibi, siyasi anlamda da gerek egemenlik haklariticari
bagimsizlgin  devri, gerek Kibris sorununda g@adan Tarkiye'nin elini
zayiflatmasi bgaminda onemli kayiplara sebep oktwr. Kamuoyuna AB'ye
giden yolda 6nemli bir adim olarak yansitilan GuknBirli gi ile Turkiye, AB'den
ithal edilen sanayi Urtnlerine uygulgdigimrik vergilerini kaldirngi ve Gglnci
Ulkelerle olan ticaretinde AB’nin gumrik tarifeleri uygulama s6zi vermsyi
boylece Uyelik muizakerelerinde kullanabilgicednemli bir kozu da elinden
kacirmstir. Bu calsmanin amaci, buyik oOlcide donemin gunlik gazetelen
yola cikarak, 70’li yillardan itibaren konunun Tiy&'de farkli kesimlerce nasil ele
alindgini incelemek ve bu talihsiz kararin hangi gerekgeayieclis onayina dahi
sunulmadan alelacele imzalaga anlamaya calmaktir. Kisa vadeli ic politika
hesaplari bir yana birakilacak olursa, Gumruk giranlasmasi/karari, 90’larin

karmaik ortaminda Turkiye'nin siyasi ve iktisadi seceleghi kisitlayarak
Vi



Avrupa Birligi mevzuatina uzun vadede tek yanlglaamasina sebep olmwe
gelecek hukimetlerin siyasi manevra alanini krsugar. Gumrik Birligi, basit bir
ticari anlgma olmaktan 6te, hizla gigen uluslararasi ortam ve ulkeskdarinda
kapsamli bir siyasi hareket alani belirleyerek romwhl politikalarin bu “milli
hedef” (gruna sorgusuzca uygulanmasinin kapisini aralayledmemli bir anlama

olarak kagimiza ¢cikmaktadir.

Anahtar kelimeler: Gumruk Bighi, AB — Turkiye iliskileri, neoliberal politikalar
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CHAPTER |

INTRODUCTION

“The Customs Union is a sacrifice on the way te fall membership. |
even don't want to think about the consequenceseofg unable to be a full

member of the EUY

“Nobody within the EU had considered the Customsobras a step for
full membership... the latter was either Turkey’s guenception or a way of

distorting the public opinion?

On 6 March 1995, the EU-Turkey Association Counoihcluded a historic
accord to establish a Customs Union between theitUTurkey as it had been
decided by the 1963 Ankara Agreement. This wasbcaled in Turkey by
fireworks and considered as a big step towards éyskfull membership to the
EU. However, a careful reading of the EU texts astdtements by EU
representatives in the same days was indicatirtghigawas either an illusion or
wishful thinking at best, or deception at worst.shmarp contrast to the Turkish
interpretation, the Customs Union Agreenief@UA) was clearly a regressive
step on the way to full membership. For even thaihghpreamble of the Ankara
Agreement had clearly aimed at facilitating “thecession of Turkey to the
Community”, the “1/95 Customs Union Decision” didtrcontain a single word

about Turkey’'s EU accession.

! Feyyaz Berker, President of TUSIAD'’s High Advis@ypard, 1995.
2 Martin Schulz, member of Social Democratic Paft@ermany, 1996.

3 Although the Turkish side is inclined to considbe Customs Union as a decision of the
Association Council established by the 1963 Ank&gaeement, the European side considered
the latter rather as an “agreement” to be apprdmethe European Parliament. Therefore, this
decision will be referred as “the Customs Union é&mnent” in the rest of this thesis. Details
about this choise are given in sections 2.2 %nd 4.5



Just like this controversy over the impact of thastdms Union on
Turkey’s prospects for EU membership, its impactttoa Turkish economy has
also been a sharply debated issue. As the overofethe relevant academic
literature below will underline, there are sciegtistudies available that both
approve and disapprove the implications of the @ustUnion for the Turkish
economy through the help of mathematical calcutatioFor the critical
perspectives, the CUA harmed Turkey’s industriditra target and led to the
surrender of her trade autonomy. For, by the 1/88iddon Turkey accepted to
implement the EU tariffs in her trade with the ¢haountries which has referred
to a huge sacrifice in economic terms even if tbbtipal side of the issue is
ignored. On the other side, affirmative perspestite the Customs Union
underline its refreshing effect on the Turkish epteneurs who have been now
forced to compete with their developed Europeanntmparts without state
protection. As they have managed to survive, threegd competitiveness of the

Turkish economy has arguably increased.

Of course, these controversial arguments oveCttoms Union did not
simply emerge after the signature of the Agreemeént, were voiced also
beforehand. Indeed, it is important to note that ¢bmpletion of the Customs
Union was realized despite the criticisms comingniranalysts working in
various state institutions such as the State Pign@rganization (DPT) or the
Ministry of Trade and Industry as well as domeptiaducers. Many of the latter
spoke out against the CUA underlining the fragibfyyoung Turkish industries.
It is quite obvious that the decision makers inKByr were also aware of the
economic and political risks introduced by the aigme of the CUA. Given the
fact that the competition-increasing effect of estoms Union was not one to
be supported by Turkish entrepreneurs, who canmeixpected to appreciate this
for the sake of general economic improvement, therquestion of how and why
the government was dare enough to implement a thiahwas not genuinely

supported by any section of the society arisemasportant one to be answered.

This thesis will try to answer this question onistdrical basis, and make a

thorough analysis of the early 1990s through dadws and newspaper articles
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as primary sources in an attempt to picture the-smeature political
environment in Turkey a clearly as possible. Iis tvay, the main motives

behind this decision were tried to be identified.

On the basis of this analysis, the thesis wilalfiyn argue that the motive
behind the signing of the CUA was beyond the fudlnnbership expectation. It
essentially paved the way for Turkey's getting kedkonto the neoliberal
Western model within the chaotic political atmosghef the 1990s. Hence, it
constituted an important turning point in Turkislolipcal economy which
enabled progress in the neoliberal agenda evenr woaelitions of the lack of a
strong state to implement the necessary neolibefarms and constitutional

changes.

The thesis claims to fill a significant researclp g& the academic studies
hitherto made on Turkey-EU Customs Union procesgeiggdly provide us with
some technical analyses on the possible impact. ofAn overview of these

studies would be hence a good start to firstly tifethis gap.
1.1 Contending Approaches

Most of the literature about the EU-Turkey Custodrson is based on
technical analyses and deals with the economic éinpiathe Agreement on the
Turkish economy.

On the one hand, there are many academic studiestigating the trade
effect of the CU via different econometric modélisr instance, Neyapti, §lan
and Ungor conclude that the CU Agreement whichnisappendage of trade
liberalization process has had positive impact arkdy’s trade’ Togan departs
from statistical data and similarly concludes tithe Customs Union is
progressing satisfactorily between the parties. ofding to Togan, the

completion of the Customs Union refers to the phdatisfaction by Turkey, the

* Bilin Neyapti, Fatma Tgin and Murat Ungér, “Has European Customs Unione&gient
really affected Turkey's trade?”, Applied Ecgnomitz’slume 39, 2007, pp. 2121-2122.



first condition for the EU membershipTogan underlines that the CU “has
contributed to a significant increase in the caateiity of domestic markets
through infusing predictability, transparency amabgity to trade policy as well
as by liberalising market access”.

Kiziltan, Ersungur and Polat analyze trade dakr ¢iwve period between
1985 and 2005 by econometric models with “dummyaides” and conclude
that the CU had an increasing effect on foreigddraf Turkey with the EU-12
countries” They underline that the increasing trade defi€iTorkey is largely
due to trade with third countri@sHowever, this analysis misses a crucial point,
and ignores that Turkey’s trade with the rest & World depends on the EU
policies since the signature of the CUA. Karamad @zkale on the other hand
also used econometric panel data modeling to cdecthat there is no overall
trade diversion or trade creation effects of thest@ms Union since different
sectors have been diversely affected by develommémt the economy.
Lehmann, Herzer, Zarzoso and Vollmer investigate if6 most important
Turkish export sectors and conclude that the Cledoyg industrial goods has

slightly increased Turkish exports to the EU.

Akkoyunlu-Wigley and Mihgi argue that the CU crehigositive effects
upon Turkish economy by way of increasing the caitipe pressure. Moreover,
the export performance of the manufacturing ingusftis-a-vis the EU has

® Suibidey Togan, “Effects of a Turkey-European Un@rstoms Union and Prospects for the
Future”, Russian and East European Finance & Tnddkeime 36, No.4, July-August 2000,
pp.23-24.

® Siibidey Togan, “Trade Policy Review, 2007”, WdEdonomy, November 2010, Volume 33
Issue 11, p.1339.

" Alaattin Kiziltan, Mustafa Ersungur, Ozgiir Pot&@jimriik Birliginin Tiirkiye'nin Avrupa
Birli gi ile Thracat vethalatina Etkisi”, Atatiirk Universite$ktisadi veidari Bilimler Dergisi,
2008, 22(1), p.83.

8 Ibid. p.96.

® Fatma Nur Karaman and Lerzan Ozkale, “Static &ffe€the EU-Turkey Customs Union”, Etsg
Papers, 2006.

1% Nowak-Lehmann, Felicitas; Herzer, Dierk; Martirarzoso, Inmaculada and Vollmer,
Sebastian “The Impact of a Customs Union betweekelyuand the EU on Turkey’s Exports to
the EU”, Journal of Common Market Studies, Sep&m2®07, Volume 45, Issue 3, p.739.

4



improved and the changing market structure has egeim lead to significant
welfare gains! Temiz also departs from an econometric model @uhices that
although static effects of the Customs Union ardeifimite, the long term
dynamic effects would rather be positive thank3 tiokey’s young and dynamic
population, unsaturated domestic market and natasalurces. Temiz underlines
that the Customs Union led to important developmeagarding the regulations

on the issue of intellectual and industrial propeights and competitiotf

There are diverse analyses made in econometrimasts about Customs
Union’s static or dynamic effects, its impact orrefign direct investments,
competitiveness of different sectors, macroeconomi@bles, pricing behaviors,
market structure and even environment. The mainraegts providing that the
Customs Union has been or would be beneficial fokiEh economy, emphasize
the benefits of trade openness, legislative aligrinra@d a more transparent and

competitive domestic market integrated with thebgleeconomy?

On the other hand, there are also many technimadyses laying stress on
the negative impacts of the CU Agreement. Ulusoyl ébzen use an
econometric model to examine the trade creation diwersion effects. Their
conclusion contradict some other studies menticadmalve, for they stress that
there is no evidence that the CU has created rese tvolume and Turkey made
a badly negotiated political deal with the EU refjag the CU membershif.

Safakll departs from statistical data regarding ¢kelution of Turkey’s foreign

1 Arzu Akkoyunlu-Wigley and Sevinc, Mihci, “Effectsf the customs union with the European
Union on the market structure and pricing behavafithe Turkish manufacturing industry”,
Applied Economics, 38, 2006, p.2450.

12 Dilek Temiz, “Gumriik Birlgi ile birlikte Turkiye’nin ds ticaretinde yapisal gésimler oldu
mu?”, Ankara Avrupa Caimalari Dergisi, Cilt:8, No:1, 2009, p.138.

13 Cengiz Aktar shares also this point of view, intew on February 2011.

14 veysel Ulusoy and Ahmet Sézen, “Trade Diversiod @irade Creation the Case of Turkey
Establishing Customs Union with the European Uni@hiropean Journal of Scientific Research,
Vol.20 No.2, 2008, p.360.
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trade and comes to the conclusion that the Custdmen has acted to the
detriment of Turkish trad®.

Mercenier and Yeldan concluded in 1997 that the @alld have a
negative impact on the Turkish economy because hef terms of trade
deterioration which would be engendered by theeads® in the tariff rates to be
implemented by Turke$f Similarly Lohrmann insists on the development etffe
and underlines that the CU Agreement influencedeeshly the long-term
economic development of the country by affecting froduction structur€.
Similarly, Esiyok considers the Customs Union as a directly rdouting cause
of the record trade deficit and the underdevelopedustrial structuré®

Gokdemir and Karaman also conclude that the Custdmion has not led
to the envisaged economic results. On the contthey,ndustrial development
could not be realized and the economic developrhastbecome dependent on
imported industrial inputs. Moreover, the incomstbution has become more
unbalanced and regional differences have been amted"®

Tonus also makes the point that although the tvatleme increased after

the CU Agreement, the share of manufacturing ingiistGDP did not chang®.

In fact, economic analyses pointing out the negatonsequences of the

CUA mostly emphasize the ever-increasing tradecidetievelopment effects of

15 Okan VeliSafakli, “Giimriik Birliginin Tirkiye'nin Dis Ticaretine Etkisi ve KKTC'ye
yansimasi Uzerine retrospektif tablosgietéendirme”, Journal of Social Sciences, Volume I,
No:2, October 2009, p.144.

16 Mercenier, J. and E. Yeldan, “On Turkey’s Tradéidyols a Customs Union with Europe
Enough?”, 1997, European Economic Review, Volumesklues 3-5, p.879.

7 Astrid — Marina Lohrmann, “Development Effectstioé Customs Union between Turkey and
the European Union: Catching-Up--Or the HeckschelirOTrap?” Russian and East European
Finance and Trade, July-August 2000, v. 36, isp.2k.

18 B. Ali Esiyok, “Turkiye Ekonomisinde Uretim vihracatinithalata Bgimhligi, Dis Ticaretin
Yapisi: Girdi-Ciktt Modeline Dayali Bir Analiz”, Wklararasi Ekonomi ve PTicaret
Politikalar1 3(1-2), 2008, p.153.

9 event Gokdemir and Elif Kahraman, “Onuncu Yilir@amriik Birligi: Ne Beklendi?, Ne
Gergeklgti?”, Firat Universitesi Sosyal Bilimler Dergisijl€18, Sayi:2, 2008, p.292.

2 OHzgiir Tonus, “Gimrilk Birgi Sonrasinda Tirkiye’de Disa Aciklik Ve Sanayileme
Dumlupinar Universitesi Sosyal Bilimler DergiSayi:17, 2007, p.211.
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trade integration between unequal partners, nemgatiwact of the CU on

industrialization and technological development andncome distribution.

Apart from the technical discussion on the ecomoaspects of the CUA,
there are many studies approaching the issue witl@nframework of the EU-
Turkey relations. Here, the opposing view insistdtte fact that Turkey remains
out of the decision making mechanisms since thas<Otdt a separate body but a
component of the EU as a whole. The fact that Tyrkas forced to implement
decisions taken by a decision-making body from Wwtshe has been excluded is

considered to be very problematic.

It is interestingly remarkable that even analysesfavor of the CU
acknowledge this asymmetry which puts Turkey irobtipally delicate position.
Dervis, Emerson, Gros and Ulg&nasserted in 2004 that “the challenge for the
next years is to make the asymmetry in the Custdnmisn politically acceptable
until accession takes plac& Balkir, Eylemer and Taassume that even though
Turkey has started accession negotiations in 200t CU still forms a
fundamental part of the relations between Turkey #re EU.** Accordingly,
some main features of this relationship are obWoust to the advantage of
Turkey; however, the CU should be regarded ratlaar &n integral part of a
gradual process of integratiofr” Onis asserts that the CU has important positive
dimensions such as the acceleration of trade likaton and domestic
economic reforms concerning competition and regaiapolicy. However, for

Onis, from the economic point of view, “it would havedn much more sensible

2L Erol Manisall, “Giimriik Birlgi'nin Siyasal ve Ekonomik Bedeli”, Bgam Yayinlari, Ocak
1996, p.71.

22 (sinan Ulgen) He was a diplomat who participatetivaly in the Customs Union negotiations
between Turkey and the EU.

% Kemal Derv§, Michael Emerson, Daniel Gros, Sinan Ulgen, “Thedpean Transformation of
Modern Turkey”, EU Neighbourhood Policy, CEPS Papeks, September 2004, p.76.

24 Canan Balkir, Sedef Eylemer alikay Tas, “Customs Union: An end in itself or a step towsrd
Accession?”, http://www.ikv.org.tr/images/uploatifbalk%C3%84%C2%B1r-eylem-tas-
teblig.pdf , p.22 (Accessed on 22.06.2011).

% |bid, p.21.
7



for Turkey to sign a free-trade agreement with Ber§® On the other hand,
from the Turkish point of view, “the political logiunderlying the signing of the
Customs Union Agreement dominated over the econdogic” since the
Customs Union Agreement constituted “the first amecessary step in a
transitional period on the path to full EU membéush’

Even though this point of view is widespread amaongdemics that have
different positions vis-a-vis the CU and the EURay relations, it has not been
supported either by statements coming from the Eblydhe Agreement itself as
none has associated the CUA with full membershyst ihe contrary, the
membership perspective that was existent in theafmRgreement was rendered
ambiguous by the 1/95 Decision and at the beginafrikP90s the EU authorities
made clear statements about the prospect of futlagions. The 1994 Essen
Summit was sufficient by itself to reveal the figyrosition of Turkey as desired
by the EU authorities. Moreover, given that the3@3JA provided the EU with
full access to Turkish domestic market, the EU &adther good reason to avoid

Turkey’s full membership.

To sum up, although technical analyses on the @Waery significant to
examine the issue, they remain partial and inadequaunderstand the reasons
behind the significant political, legal and econoraoncessions given to the EU
by the signature of such an asymmetric agreemeniig study, it will be argued
that the true reason behind the signing of the I¥@6ision was beyond full

membership expectation or economic prospects.
1.2 Theoretical and Global Historical Framework

The 1970s and 1980s witnessed a period of magbructuring through
the revival of the free market and the rise of hieralism as a new form of
ideology. Andrew Gamble underlines that the terro-ligeralism refers to the
re-organisation of capitalist relations since theefig “neo” implies some

% Ziya Onk, “Turkey, Europe, and Paradoxes of Identity: Pectiges on the International
Context of DemocratizationMediterranean Quarterly10.3, 1999, p.127.

" |bid.,p.124.
8



distinctive new feature® David Harvey defines the term neo-liberalism as a
theory which “proposes that human well-being cast b advanced by the
maximization of entrepreneurial freedoms within @stitutional framework
characterized by private property rights, individiiaerty, free markets and free
trade.” In this regard, the state assumes the role ofiogeand ensuring an
institutional framework favorable for such practt® Harvey specifies four
main features of the neoliberal proje®rivatization of public utilities and
establishment of the intellectual property rights anforced through the power
of the state, even against popular will. Secondhg financialization and
deregulation waves of the late 1980s paved the \@y a significant
redistributive activity through speculation and uila The management and
manipulation of crisedelps the international redistribution of wealtbrh poor
countries to the rich. Harvey underlines that daiis in individual countries
became much more frequent in the 1980s and 199%ishwompelled them to
agree to structural adjustment. On the other hstade redistributionserve for
the domestic income redistribution which resultsnegative consequences for
lower classes at least in the long term. Here,rtthe of the neoliberal state is
crucial in order to implement the adjustment pekcihrough active repression, if

necessary

By the early 1970s the philosopher economist Ficadvon Hayek and
his students like Milton Friedman sowed the seddseoliberal ideology in the
University of Chicagd? The neoliberal doctrine put into practice firstBritain
in 1979, under the rule of Margaret Thatcher wha vaarself a disciple of

% Andrew Gamble, “Two Faces of Neoliberalism”, Thed\iberal Revolution: Forging the
Market State (ed. R.Robinson), London, 2006, p.20.

2 David Harvey, “Neo-liberalism as Creative Destioict, Geografiska Annaler: Series B,
Volume 88, Issue 2, 2006, p.145.

% Ibid.

31 David Harvey, “Neo-liberalism as Creative Destiict, Geografiska Annaler: Series B,
Volume 88, Issue 2, 2006, pp.153-155.

32 Susan George, “A Short History of Neoliberalisi@gnference on Economic Sovereignty in a
Globalizing World, Bangkok, March 1999.
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Friedrich von HayeR® It is important to note that the first experimerfitneo-
liberal revolution was realized in Chile followirthe US-supported Pinochet’s
coup in 1973. Harvey notes that the Chilean expaminbecame a model for the
formulation of policies both in Britain (under Thkher) and the US (under
Reagan})’ Later, similar military coups in Argentina (1978)d Turkey (1980)

set ground for the implementation of neoliberakpices.

The crisis of capital accumulation in the 1970ates to the oil crisis and
failure of the Bretton Woods system gave rise ®ng unemployment and
widespread discontent. The difficulties encountdrgdhe Keynesian regime of
the 1970s expressed in the acceleration of inflaind fiscal crisis paved the
way for the ideological legitimating of neolibenadlicies. Discussions about an
alternative economic programme ended towards tHeo&©980s via the triumph
of neo-liberalism which succeeded to become “th& m®minant common
sense® Many academics consider the latter as the mostoriapt
accomplishment of neo-liberalism since it has bezdhe major world religion
which seemed to be “the natural and normal conditbhumankind®® Gamble
underlines that despite some challenges in thesl980the end of the 1990s the
neo-liberalism “was unchallenged as the dominaablogy of the new world

order™’

Harvey also asserts that neo-liberalism becamegarhonic discourse
and naturalized by being “incorporated into the own-sense way we interpret,

live in and understand the worf”

3 bid.

3 David Harvey, “Neo-liberalism as Creative Destinict, Geografiska Annaler: Series B,
Volume 88, Issue 2, 2006, p.147.

% Andrew Gamble, “Two Faces of Neoliberalism”, ThedNiberal Revolution: Forging the
Market State (ed. R.Robinson), London, 2006, p.23.

% Susan George, “A Short History of Neoliberalist@gnference on Economic Sovereignty in a
Globalizing World, Bangkok, March 1999.

37 Andrew Gamble, “Two Faces of Neoliberalism”, ThedNiberal Revolution: Forging the
Market State (ed. R.Robinson), London, 2006, p.24.

3 David Harvey, “Neo-liberalism as Creative Destinict, Geografiska Annaler: Series B,
Volume 88, Issue 2, 2006, p.145.
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In fact, the 1990s witnessed the association ofleralism with the
new discourse about globalization and the polickesternational institutions
such as the IMF, the World Bank and the WTO in ptdepush the neoliberal
agendas throughout the peripheral countflesn this era of neoliberal
institutionalization, these organizations actethasagents for promoting national
and international structural reforms in order tokmé easier for countries to

enter the global markéf.

On the other hand, neo-liberalism involves inhepemtradictions related
to the role of state in the economy: Although cpihas a tendency to
universalize, it can not function outside the pcdik context and needs

legitimating and the use of coercive capacity ef state'

Andrew Gamble also underlines the necessity f&tr@ang and active state
in order to carry out neoliberal policies and assénat capitalist states have
never been quiescent or inactive st&feSimilarly, Werner Bonefeld argues that
the state remains central even in the new capgitgtisch “defined by the global
economy as the structurally determined fore."For Bonefeld, the
transformation of the national state into a tratisnal state in a globalizing
system necessitates a strong state which is a Btapad decisive organizer of
the conditions that allow capital to functio#{"On the other hand, Bonefeld puts
emphasis otaw which is crucial for the ensuring of private prageby the state.

¥ bid., p.33.
0 Ibid., p.34.

“1 Stephen Gill, “Globalisation, Market Civilisati@nd Disciplinary Neoliberalism”, Millenium -
Journal of International Studies, Volume 24, NA295, p.422.

2 Andrew Gamble, “The Free Economy and The StroageSThe Rise of The Social Market
Economy”, The Socialist Register 1979 (eds. R. bdilid & J. Saville), London: Merlin, p.5.

3 Werner Bonefeld, “Social Constitution and Criti€donomy”, Global Restructuring, State,
Capital and Labour, Palgrave Macmillan, 2006, p.176
* Ibid.
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He underlines thabrder is the precondition fotaw since the latter is not

applicable to social disordé&t.

Stephen Gill asserts that the concept of “gloladilin” is part of a broad
process of restructuring of the state and civilietyc as well as the culture and
political economy. This many-faceted and multidisienal concept serves to
concretize a global economic system dominated kgelanstitutional investors
and transnational firm®. According to Gill, the globalization of neoliberal
politic-economic forms is primarily associated wittthe constitutional
restructuring of domestic and international ingiins” and “the means by which
individuals are controlled and disciplined in matesocieties®’ The
constitutional restructuring refers to the concept“new constitutionalism”
which is described by Gill as the political projest attempting to make
transnational liberalism the unique model for fetutevelopmer® The new
constitutionalism realizes the latter throughounfearing privileged rights on
corporate capital whereas the democratic represemtéas constrained. Gill
underlines the significance of private propertyhtsy secured by laws and

protected by the coercive capacity of the statée maintains that

“...international agreements on trade and investmeah be understood as
reinforcing national and regional policies to regtture the state and thus lock-in
neoliberal reforms politically, thereby securingethights of investors and property

holderg.>°

5 Werner Bonefeld, “Free economy and the strongs&ame notes on the state”, Capital &
Class Volume 34, No 1, 2010, p.21.

“6 Stephen Gill, “Globalisation, Market Civilisati@nd Disciplinary Neoliberalism”, Millenium -
Journal of International Studies, Volume 24, NA295, pp.404-405.

“" Stephen Gill, “Globalisation, Market Civilisati@nd Disciplinary Neoliberalism”, Millenium -
Journal of International Studies, Volume 24, NA295, p.411.

8 Ibid., p.412.

“9 Stephen Gill, “Constitutionalizing Inequality atite Clash of Globalizations”, International
Studies Review; Summer 2002, Vol. 4 Issue 2, p.52.

*0 Stephen Gill, “European Governance and New Cartistitalism”, New Political Economy
Vol.3, No.1, 1998, p.10.
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The early 1990s was marked by new legal initiatisened to “lock-in”
the power gains of capital and to “lock-out” foradsallenging these gains. Gill
underlines the enactment of new constitutions inywgifferent countries and the
establishment of new institutional arrangementw/ays similar to the European
economic governance, in this period defined as &heé of history” by Francis

Fukuyama*

In this context, many academics consider the regimitiatives as means
of globalizing neoliberalism, functioning as mecisams for transmission and
institutionalization of the latter. Despite the s®nce of two different
perspectives in the literature on regionalism dobaization, the dominant point
of view considers regionalism as complementary labaization rather than a
project of resisting it. Nilgin Onder underlinesaththe dominance of the
complementary or “open” regionalism conception le fiterature lies on the
current empirical reality”* She defines regionalism as a project which is
“typically based on state-led projects which noilgndad to formal regional
institutions”>® Onder asserts that not only regionalism enhanagicipation in
the global economy, but also globalization fadiétaregionalist projects. On the
other hand, Andy Storey focuses on the EuropeaonrUas a regionalist project
and assumes that it has served to “foster the sixt@rand institutionalization of
globalization” which is embedded within the Europgaroject itself* Storey
argues that neoliberal policies are locked intodtinecture of the EU: “Instead of
a neo-mercantilist and/or social democratic proj&dt integration ended up
institutionalizing what Stephen Gill has dubbectifilnary neoliberalism He

underlines that not only the state remains an itapbractor of this regionalism

*1 Stephen Gill, “Constitutionalizing Inequality attte Clash of Globalizations”, International
Studies Review; Summer 2002, Vol. 4 Issue 2, p.49.

2 Nilguin Onder, “The Turkish Project of Globalizatiand the New Regionalism”, Alternatives,
Volume 7, Number 2&3, Summer&Fall 2008, p.87.

%3 |bid. p.88.

** Andy Storey, “The European Project: Dismantlingi@bDemocracy, Globalising
Neoliberalism”, Paper for conference “Is IrelanBemocracy?”, National University of Ireland
Maynooth, 2-3 April 2004, p.2.

%5 |bid. p.5.
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project, but also European citizens’ capacity tange state policy becomes more
restrictec®® Similarly, Bonefeld describes an economic libermliat EU level
which is “institutionally embedded and legally régyed” and which undermines
the European social mod®“The EU is today the conduit through which the
neoliberal social and economic model is being tastinalized in Europe”

asserts Wahl, on his sid®.

An interesting approach regarding the Europearonagjism is introduced
by Dorothee Bohle. She argues that the EU has ‘féegpoa more ‘market-
radical’ variant of neoliberalism” to its easterarifmers which “serves the
interests of transnational capital, and helps &s@rve the order of ‘embedded

neoliberalism’ within the old EU*®

Gamble argues in the same line, that the leadapifadist powers “have
always found it easier imposing neo-liberal prggns on the ‘failed states’ of
the periphery, rather than upon themselV8dri parallel with this point of view,
David Harvey underlines the over-accumulation peoblfaced by global
capitalism since the 1970s. Temporal and/or spatigplacements through
opening up new markets and new production capadaitie used in order to deal
with this problem. In fact, capital pursues geobiegl expansions and temporal
displacements as solutions to the chronic crisisvef-accumulatiofi* However,
this process results in contradictions because eseent adherents to capitalist

development quickly find themselves in need of gate-temporal fix” for their

% |bid. p.12.

" Werner Bonefeld, “European integration: the Markie¢ Political and Class”, Capital and
Class, Volume 77, 2002, p. 127.

%8 Asbjorn Wahl, “European Labour the Ideological ey of the Social Pact”, Monthly Review,
Volume 55, No 8, 2004, p.38.

%9 Dorothee Bohle, “Neoliberal hegemony, transnaticaaital and the terms of the EU’s
eastward expansion”, Capital & Class, 2006, Voliadep.57.

0 Andrew Gamble, “Two Faces of Neoliberalism”, ThedNiberal Revolution: Forging the
Market State (ed. R.Robinson), London, 2006, p.25.

®1 David Harvey, “The New Imperialism: Accumulatiop Pispossession” Social Register,
Volume 40, 2004, p.66.
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over-accumulated capital. The outcome is an inarghs fierce international

competition as well as crisis and destruction fimse who can not succe®d.

It is more significant to read within this framekoTurkish economy’s
globalization experience characterized by a sigaift degree of regionalization.
The Turkish economy has become closely integratiédl thve EU even without
full membership. Onder asserts that the Turkishness community considered
the regionalist arrangements in the 1990s as a snednmore successful
participation in the globalization procédsAs emphasized by Bohle, it is crucial
to underline that in Turkey’'s case a fiercer varsa neoliberalism has been
imposed since the CU Agreement took away the cgpatiTurkish citizens to

change state policy in many aspects.
1.3. The General Structure of the Thesis

The second chapter of the thesis will overview H@ Turkey relations
starting from the 1963 Ankara Agreement in ordereiceal that there was a low
level of economic motivation behind the integratiprocess in those years.
Considering discussions that were going on atithe around the issue, it will be
shown that the whole process was highly politicatigtivated and the concern
for Westernization was prioritized vis-a-vis thencern for economic and
industrial development. The Europeanization becaneirrefutable political
project influencing different social segments o thurkish society even though
criticisms voiced by domestic capital groups wetitk sotable. The surprising
effect of the1980 military coup which served toiesh the EEC-Turkey relations

which were at the point of rupture will also be arlohed in this chapter.

The politico-economic environment which prevailedrurkey during the
late 1980s and the early 1990s will be pictured ithird chapter of the thesis.
The structural adjustment reforms launched in tB80% had important social

implications at the beginning of the 1990s leadin@ legitimacy crisis, which

%2 Ibid., p.68.

8 Nilgiin Onder, “The Turkish Project of Globalizatiand the New Regionalism”, Alternatives,
Volume 7, Number 2&3, Summer&Fall 2008, p.106.
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has been analyzed by critical perspectives withm framework of Gramsci’s
concept of “hegemonic crisis”. The 1990s was charaed by significant
economic and political instabilities including srrs terrorist activities, large
scale labor strikes and the rise of Islamic-oridrpelitics. In the international
era, the collapse of the Soviet Union engenderstjar transformation and the
global repositioning of countries. The CUA funcwohas an outlet from the
1990s’ crisis and has guaranteed Turkey's re-mwsiig in that chaotic

atmosphere.

In the fourth chapter, which constitutes the mamt of this thesis, the
CUA-related developments in the early 1990s wilfd@®used on with the aim of
providing a detailed historical framework. It wide finally argued that the CUA
provided a unique formula for Turkey’s articulatitm the neoliberal system in
the absence of a strong state to implement theibseal adjustment reforms
thanks to the frequently agitated Europeanizatiassipn of the Turkish society.
This chapter tries to expose the increasing coeemighe EU/CU issue in the
Turkish media and the shifting positions of somendstic capital groups vis-a-

vis the Agreement.

In this study, besides academic resources, dailyspapers of the period
have been widely used in order to picture the alitatmosphere concerned
better. On the other hand, interviews have beewlwded with Turkish experts
such as Korkut Boratav, Nilgin Arisan, Erol Manisaild Cengiz Aktar, who all
have distinct viewpoints on the EU-Turkey Custonmsod as well as its causes

and consequences.
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CHAPTER Il

FROM ANKARA AGREEMENT TO MATUTES PACKAGE: THE
PATH TO THE CUSTOMS UNION

“Can we get out of it, if we want, in the future®’was the question asked
by the Turkish Prime Ministeismetinénii, to his counselors before signing the
Ankara Agreement in 1963 In the 1960s the Europeanization issue was not
simply an economic question for Turkish decisionkera whose primary
concern was to keep Turkey within the Western cdomng the Cold War. Even
thoughinonii’'s counselors had respond¥@s, we can’ in practice the Ankara
Agreement has provided Turkey with an irrevocabtditipal agenda within
whose framework many crucial decisions have beaptad with little social

resistance.
2.1. The Ankara Agreement

The 1963 Ankara (Association) Agreement was trst locument where
the EU-Turkey Customs Union was mentioned. It sigsed in Ankara on®i
September 1963 and established an association dretive European Economic
Community and Turkey. It was basically a framewadgreement aiming at
bringing Turkey into a Customs Union with the EEdthwthe eventual

membership in prospect.

It should be remarked that Europe was at the \mwmginning of its
integration process in the 1960s. The Treaty of Roepresenting the creation of

% Erdal Muzaffer Unsal, "Tirkiye - ABliskileri ve Kibris Sorunu" Paneli, Ankara Universites
Tirk Inkilap Tarihi Enstitiisi Atatiirk Yolu Dergisi S 36;3Mayis-Kasim 2005, s. 383-429,

.410.
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a “common market” or the “European Economic Comrtyinvas signed in

1957. The idea was to enable people, goods aniteserio move freely across
borders. The “Customs Union” envisaged betweerEfB€ and Turkey in 1963
could be realized among six EEC countries only oly 1%, 1968, when they
decided to remove customs duties on goods impdr@mad each other, and

applying the same duties on their imports from ioetsountries.

Relations with the EEC in the 1960s were perceimd Turkish
authorities as a question of being a member of\Western community. The
application for being an associate member of th€ B 1959 right after the
Greek application was directly related to the fefastaying out of the Western
community in the Cold War era. In 1962, the Ministé Labor, Bilent Ecevit,
asserted in a statement that being a member aiottnenon market was beyond a
simple economic choice for Turkey as it represemdétider the question of either

being an equal member of the Western World ofhot.

The EEC seemed to share practically the same pbiiew until at least
the initial signs of the end of the Cold War aslwi emphasized in the next
sections. Erol Manisali asserts that Western aitigmrdid not attach so much
importance to the Ankara Agreement since it wasictamed as one of the means
to keep Turkey within the Western camp. However fhmited relations
established between the EC and Turkey by the 19§i&ement shifted into a

new dimension after the collapse of the Easterr.8lo

The Ankara Agreement aimed the gradual establishrobka Customs
Union in industrial and agricultural products, feen of movement and
establishment for workers, freedom of movemenstwrices and the application
of the Community’s rules on competitioihe progressive establishment of a
Customs Union was envisaged through three stagesedaas preparatory,

% Milliyet, 10.04.1962, p.5:Mii sterek Pazar icin intikal devri zaruri”.

% Erol Manisali,“Hayatim Avrupa — Ortak Pazar'dan AB*eTruva Yayinlari, 2006, p.29.
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transitional and final’ The Ankara agreement was in fact an “association
agreement” which was one of the foreign policy $oof the EU. The EU/EC
signed similar association agreements with manynicms applying for full
membership before/after the signing of the Agreemidoreover, the content of
the Ankara Agreement referred to a relatively bedahtext regarding the rights
and duties of both sides since Turkey had no clesaponsibility for the
preparatory period. Still, the economic integraticf Turkey as an
underdeveloped country with the industrialized BPaan countries was being
criticized by many academicians. For instance, lBedstiinel emphasized that
being a member of the Common Market would causeswserdifficulties for
Turkish economy, especially if Turkey would not bBble to complete the
industrialization drive. Ustiinel thought that Ttkieconomy might have been
developed via a development strategy that woulehgthen external economic
relations. However, realizing the latter did notessitate being a second class

member state of a bIS8.

In the preparation period, the main commitmentha&f EC was to open
tariff quotas for tobacco, dried grape, dry figsl anutshells in 1964 and later for
some hand-knotted carpets, some kinds of freslisfruines and some textile
products. Between the years 1963 and 1969, Turkeyjsorts to the EC
increased by 9%. Karluk concludes that there wasigioof a clear improvement
concerning Turkey's trade with the European Comityusince the average
increase of Turkey’s exports to the world was abb6%o for this period. In fact,
Turkey was not able to fill in the quotas for theee products except nuts
because of insufficient supply or low demand etitgtior those products. On the
other hand, the EC’s share in Turkey’s importseased from 29% in 1963 to
42% in 1972, which exposes the fact that Turkey svg®od market for the EU
products>?

%7 Secretary General for EU Affairs, http://www.alsgss.tr/index.php?p=117&I=PAccessed on
01.02.2011).

% Milliyet, 13.10.1967, p.2‘Ortak Pazar kagisinda Tiirkiye’nin hevesleri”.

9 Ridvan Karluk, Avrupa Birligi ve Tiirkiye”, istanbul Menkul Kiymetler Borsasi, 1996, p.411.
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2.2. Association as a Foreign Policy Tool of the EEEU

The whole process after the 1963 Agreement was Bgelurkey as a
process leading to EU membership. However, foBO&EEC, the “association”
relationship has just been identified as a forgighicy tool since the 1960s,
where Greece and Turkey were the earliest assecidtesociation” is defined in
Article 238 of the Treaty of Rome as amended byMsastricht Treaty: “the
community may conclude with one or more statesitarhational Organizations,
agreements establishing an association involvingiprecal rights and
obligations, common action and special proceduf®Bavid Phinnemore argues
that it is an intentionally vague description sirassociations can take different
forms and be put to various uses according to #eds and interests of the
European Uniori* The 1958 Okrent Report provided the basic primesipbf
“association”, which have not changed since thenEl adopted a pragmatic
approach concerning the *“association” concept. Adiogly, it has been
accepted that no association should impede integratithin the EEC, the
association should comprise not only free trade arg also policy coordination
if not harmonization, and involvement of the asateiin the EEC’s internal
decision-making process is not an offeMoreover, the association agreements
are concluded by unanimous vote in the Europeann€ilpua process which
implies that they involve more than simple tradesaghents which require only a
qualified majority. On the other hand, unlike trese of full membership, there
are no geographical constraints on which statesbsarassociates. Thus, the
association relation is defined as somewhere bet\less than) membership and

(more than) trade agreemérit.

0 Official Website of the EU, http://europa.eu/atedties/archives/en/entr6g.h{iccessed on
03.03.2011).

"L David Phinnemore Association steppingstoneor alternative to EU membership?” Sheffield
Academic Press, 1999, p. 23.

2 |bid., p. 31.

3 David Phinnemore Association steppingstoneor alternative to EU membership?” Sheffield
Academic Press, 1999, p. 37.
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Phinnemore underlines that although many assonmti@ve been treated
as preparation for membership, they had only lichiontribution to the
achievement of membership for most of the cd$&nce the association is an
instrument of the EU’s external relations, it i®tBU which determines the
content and the strategic goal of the relation.sThuhether the association will
be followed by membership depends on the EU and diieamics of
enlargement. If the dynamics do not allow for state be admitted, association
will become not a stepping stone but the altereativmembership. These tend to
suggest that “the role of association is margimal enembership prospects of

individual associates have more to do with the-iggdfrest of EU.*

Another rigidity concerning the association relaship is the fact that the
decision-making autonomy of the EU is not open égatiation. Association
requires the progressive integration of a statetim EU system without the state
concerned having any direct impact on the decisakrules which govern this
integration. Moreover, associates should also a&dher the rulings of the
European Court of Justice. As a consequence, Phiongeargues that association

implies in fact the “de facto satellization” of thssociate®

" David Phinnemore Association steppingstoneor alternative to EU membership?” Sheffield
Academic Press, 1999, p. 71.

> David Phinnemore Association steppingstoneor alternative to EU membership?” Sheffield
Academic Press, 1999, p. 124.

®Ibid., p. 120.
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Table 1: States Applying for Membership once Associates

Source: Phinnemore 1999; www.europa.eu

Association Agreement Membership
Signed|Enters into force [Membership Applicatior] Accession
Greece 1961 1962 1975 1981
Turkey 1963 1964 1987
Malta 1970 1971 1990 2004
Cyprus 1972 1973 1990 2004
Hungary 1991 1994 1994 2004
Poland 1991 1994 1994 2004
Romania 1993 1995 1995 2007
Bulgaria 1993 1995 1995 2007
Czech Republic | 1993 1995 1996 2004
Slovakia 1993 1995 1995 2004

Table 2: States Applying Before Association Agreements Eniteio Force

Source: Phinnemore 1999; www.europa.eu

Association Agreement

Membership

Signed|Enters into force |Membership Application| Accession
Switzerland 1992| failed to ratify 1992
Norway 1992 1994 1992
Estonia 1995 1998 1995 2004
Latvia 1995 1998 1995 2004
Lithuania 1995 1998 1995 2004
Austria 1992 1994 1989 1995
Sweden 1992 1994 1991 1995
Finland 1992 1994 1992 1995
Slovenia 1996 1999 1996 2004

It can be observed that there is a long periodime between the

accession and signing of the association agreerfaantearlier associates.

According to Phinnemore, “[t]he failure of assomatto deliver for Turkish
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accession to the EU demonstrates to any applicdaté ghat association on its
own is not necessarily a stepping-stone to memhget5hThis conclusion on the
association relationship on the basis of the Tarlkdgperience requires one to
guestion the reasons for different attitudes foddwby the EU/EEC and the
Turkey after the Ankara Agreement. It is almostacléhat the association was
seen by Turkey as a step to membership while ferBW/EEC side it was an

open-ended process since the beginning.
2.3. Additional Protocol and Discussions in the 198

Another provision of the Ankara Agreement was tha Council of
Association should, before the beginning of th@gitonal stage, determine the
conditions, rules and timetables for the implemeoraof the provisions relating
to the fields covered by the Treaty. This was doyp¢he Additional Protocol on
23 November 1970 which provided very clear requeets about the

abolishment of tariffs and quotas within a timegabl

Accordingly, the obligations of the EEC were thenowal of tariffs and
quotas on 1.1.1973. The EEC did not even wait f@r3land fulfilled its
obligations in September 1971. Thus, there hacddyrdeen a very big market in
industrial goods between Turkey and EEC since 1&fbugh Turkey did not
have such an industry to compete with the Eurog@ams in the European
market. On the other hand, the EEC did not keeppitsnise regarding the
removal of quotas on Turkish textile products. OrMarch 1975 the EEC
decided unilaterally to restrict Turkish cotton ryamports’® Afterwards, the
EEC imposed embargo or quotas on many Turkishléeptioducts, and used
anti-dumping investigations as a protectionist mea$or its domestic industries.
The EEC was going to remove these quotas aftesiting of the Customs
Union Agreement, which was considered as an impbgain for Turkey.

" David Phinnemore Association steppingstoneor alternative to EU membership?” Sheffield
Academic Press, 1999, p. 124.
8 Ridvan Karluk, Avrupa Birligi ve Tiirkiye”, istanbul Menkul Kiymetler Borsasi, 1996, p.419.
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On the other hand, Turkey's obligations accordiogthe Additional
Protocol were the removal of tariffs and quotagigedly in 12 years (1.1.1985)
and exceptionally in 22 years (1.1.1995) for exioeyal products in which
Turkey was not competitive enough, and the Commuostd@ns Tariff alignment
in 12 years? Between 1977 and 1987, Turkey postponed its Cusstomion
obligations because of the"4Five Years Development Plan and the 1980
military coup. However, after the full membershipphcation in 1987, the
fulfillment of obligations accelerated in parallefth the 1980s liberalization
process. Ultimately, Turkey fulfilled all of its bbations including the Common
Customs Tariff alignment on 31.12.1995 in accoréandgth the envisaged

calendaf®

In the 1970s, Turkey’'s EEC integration was not sacpopular topic in
public discussions as it was the case in the 19%dd. however, many
industrialists and academics announced their worraver the potential
implications of the Additional Protocol for the nigwdeveloping Turkish

industries.

Gunduz Pamuk, the director general of the planmiagartment of Kog
holding company, claimed in a statementCiomhuriyetnewspaper that the 12
and 22 years lists had been prepared overnight. imbkeision of durable
consumer goods into the 12 years list had implredimposition of a specific
industrialization model on Turkey. Accordingly, Key should set aside
production in the fields such as petroleum chemicalustry, shipbuilding
industry and machine industry. According to Pamilks was implied by the
specific contents of the 12 and 22 years lists Whiquired that: glass tubes
which were used to produce bulbs were in the 22sykst whereas bulbs were
included in the 12 years list; metal sheets to pcedpassenger cars were in the
22 years list while these cars were in the 12 yaams aluminum used in the
production of pistons was in the 22 years list,thetpistons were in the 12 years

" Aylin Ege,“Avrupa Birligi'nin Ortak Ticaret Politikasi ve Tiirkiye"ODTU Gelisme Dergisi,
26 (3-4) 1999, p.268.

8 |bid., p.274.
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list. When the tariffs were going to be eliminasgdhe end of 12 years enabling
specific products of the developed European ingurfreely enter into the
Turkish market, tariff reductions envisaged in ##years list was going to be

already sensele8S.

Vehbi Kog, the president of the Ko¢ holding compastated that even
though Turkey celebrated these as important commressthey were not proved
to be beneficial for Turkey in practice as the usseffects of the process on
different industry branches had varied. Feyyaz Berkhe president of the
Turkish Industry and Business Association (TUSIARJso stated in January
1976 that the Additional Protocol should be modifleAli Sirmen stated in his
column in March 1976 that recent developmentsciaiififigures, and authorities’
comments exposed the important divergence betweerEEC’s and Turkey’'s

expectation§?

On the other hand, criticisms coming from differstdte agencies in the
1970s were also very remarkable. A report prephyetthe Ministry of Trade and
Industry in February 1976 emphasized that it wdScdit to harmonize the
target of industrialization with the specific extal trade policy imposed by
Turkey’s commitments in the transitional stage. Tie@ort underlined that
Turkey's position vis-a-vis the EEC was worst thlmany other countries which
had not had an association relationship with th€®&For Turkey sacrificed its
industry in order to be a member of the Common Marknd the Turkish
Customs Tariff was made a satellite of the EEC’'sn@mn Customs Tariff
Similarly Caskun Uriinli, the advisor of the Undersecretary ef 8tate Planning
Department, asserted in May 1976 that relationk thié Common Market made

it harder for Turkey to shift from her position aa underdeveloped country.

81 Cumhuriyet, 16.01.1976, p.4, Hasan Cert@attak Pazar Neyin Pgnde?- 1V”.
8 |bid.

8 Cumhuriyet, 05.03.1976, p.3, Ali Sirmen.

8 Cumhuriyet, 11.02.1976, p.9AET ile ili skiler iflas noktasinda”.

8 Cumhuriyet, 12.02.1976, p.Tiirkiye Ortak Pazar'a liye olmakla kurulu sanayifeda etti.”
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According to Uriinli, the envisaged planned develepinbecame impracticable

because of the Common MarKét.

Another interesting point is about the shift in #tétude of the Economic
Development Foundation (IKV) towards Turkey’s EEf@egration. IKV today is
a pro-European NGO which is very active in EU-Tyrkelations. However, in
the 1970s, many specialists working for the IKV a@naking harsh criticisms
against the Additional Protocol. The IKV Secret&gneral Vural Fuat Saya
asserted in April 1976 that there was a structaraladjustment between the
Turkish and EEC economies which would harm thetemtsTurkish industry.
Moreover, it would not no more be possible to dgthbdynamic industries in
those which were included in the 12 years list saglthe chemical, mechanical,
machine, electronics, automotive industries. Actcaydo Ert@rul Soysal, the
president of the IKV in 1976, expecting a newly eleped industry to survive
under a zero tariff regime was a naive apprdacBava argued also that
following Greece on the way to Common Market merabigr was a mistake
since Greece had a significantly small market casybdéo the Turkish one and
did not envisage an industrialization strategy les @ne followed in Turke$?
Savag, in his research on EEC — Turkey relations reconded the revision of
these relations and proposed a preferential tragteement instead of the

envisaged Customs Unidh.

On the other hand, the World Bank Delegation wisited Turkey in June
1976 suggested that Turkey should continue its strdiization attempts in
leather and soft goods, leaving aside heavy matwrfag industry. Ertgrul
Soysal responded that underdeveloped countrieddsimot accept that kind of

8 Cumhuriyet, 05.05.1976, p.Dérdincii Plan ve Ortakpazar”.

87 Cumhuriyet, 19.04.1976, p.9IKV Baskani Soysal: Yeni bir sanayiin Ortak Pazar rekabeti
dayanmasini ummak safdilliktir.”

8 Cumhuriyet, 28.05.1976, p.9AET ili skileri ticaret anlamasina dongtiirilmeli.”

8 Hurriyet, 11.05.1976, p.9AET ile ili skiler tercihli ticaret esasina dénmeli.”
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obsolete advices and that Turkey was very detechioa its vertical

industrialization strategy (i.e. the deepeninghef économic structurés.

At the end of June 1976, Savasited the EEC headquarters in Brussels
with a delegation of private sector representafivaesl repeated that Turkey
would not make concessions over her industriabrastrategy in order to be a
member of the EEE!

Turkish Chambers of Industry announced the Turkistustrialists’
skeptical approach towards the EEC integration bgport published in April
1976, and stated that they shared the opinionthieafdditional Protocol was not
appropriate for Turkey's development and indugiaaion strategy. The
Chamber of Industry of the Aegean Region demandeevastatus vis-a-vis the
EEC to be considered as well as radical modificatim the Additional Protocol
and its supplementary protocdfsFurthermore, the chambers of commerce of
Istanbul, Ankarajzmir, Adana, Konya and Denizli made a joint dediarain
April 1976, stating that the Additional Protocolosiid be made more flexible to

allow Turkey to have multilateral trade relatiofis.

Gungor Uras, the Secretary General of the Turkighistry and Business
Association (TU$AD) stated in January 1976 that even if the EEC ¢wrteled
all constraints on Turkish industrial and agrictduproducts, total increase in
Turkish exports would have been limited to 100—frblion dollars whereas the
trade deficit in 1975 amounted up to 3 milliarddlals. Meanwhile, Caporale,
EEC representative responsible for the Mediternangalicy, was making the

same point arguing that even if Turkey had obtaindthe concessions she

% Hirriyet, 04.06.1976, p.9Soysal: Tiirkiye dikey sanayiime icin kararlidir.”
L Hirriyet, 18.06.1976, p.9Prof. Sava: Turkiye sanayilgmesinden 6diin vermeyecek.”

92 Cumhuriyet, 30.04.1976, p.1Tirkiye Sanayi Odalarinin ortak gosiine gére Katma
Protokol sanayilgme stratejisine aykiri gayor.”

% Hurriyet, 16.04.1976, p.9Katma Protokol esnek olmali.”
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requested from the EEC, her exports in agricultypedducts would have

increased as an amount of 100.000 dollars at fiost.

In view of these concerns, Turkey decided on 2&eDwer 1976 to
suspend her obligations for the years 1977 and ¥8tfn the framework of the
60" article of the Additional Protocd?.

2.4. Freezing of the Relations and the Enliveningftect of the Military
Coup

Turkey’s suspension of her obligations did notnsee stop criticism
coming from the industrialists.The Istanbul Chamb&iCommerce prepared a
report in July 1978 which had emphasized the vieat the 12 and 22 years lists
were not consistent with Turkey’s industrializatistnategy. The report criticized
the EEC for leaving agricultural products out af thustoms Union, and thus, for
violating the Ankara Agreemefit.The Istanbul Chamber of Commerce criticized
the EEC also for imposing embargo on Turkish clighproducts’ In fact, the
EEC reestablished quotas on Turkish textile praguot 1979 and imposed
embargo on many Turkish clothing products during 1880s. It can be argued
that in this way, the EEC could be able to usedlmpstas as a trump until the

signing of the Customs Union Agreement in 1995.

In February 1978, TURD made a research in order to identify different
approaches in the Turkish society on EEC-Turkewtimis. The research
concluded that the Confederation of Revolutionargrkérs’ Trade Unions of
Turkey (DISK), the Workers Party of Turkey iff), the Nationalist Movement
Party (MHP) and the National Salvation Party (M3Rye completely opposed
to the idea of integration with the EEC. The Reman People’s Party (CHP)
thought that the Additional Protocol, as it standeds an unsustainable burden

for the Turkish economy. DPT argued that Turkeyd h@ovided some

% Cumhuriyet, 13.01.1976, p.Masan Cemal‘Ortak Pazar neyin pgnde?- I”.
% Ridvan Karluk, Avrupa Birligi ve Tiirkiye”, istanbul Menkul Kiymetler Borsasi, 1996, p.395.
% Milliyet, 01.08.1978, p.13:AET icin yeni bir gegi dénemi listesi saptanmasi istendi.”

" Milliyet, 29.08.1978, p.13,/TO’ya gore AET sdziinde durmuyor.”
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advantages with Ankara Agreement but could not medes of them because of
the Additional Protocol. DPT and IKV shared the ropn that radical
modifications on the Additional Protocol were neszey. TISK, TUSIAD and
Chambers of Commerce thought that relations wighBEC should be reviséd.
Moreover, TUSAD’s survey questioned the 306 biggest Turkish §irmhose
total financial turnover amounted 55 milliards dodl in 1977. 63% of these firms
claimed that competition with the industrialized Economies would shake
Turkish economy. Out of these firms, only the ométh foreign partners and
which had been established before the 1950s swgaptiré existing relations with
EEC?

TUSIAD published also a report in February 1978jntaining that there
should be no more automatic tariff reductions. Adawly, 12", 22" and 2%'
articles of the Additional Protocol which regulatine tariff and quota reduction
calendars should be modified. The report also tebehat 1% and 18 %
articles about the Common Customs Tariff alignnsérould be annullet??

At the end of the 1970s, the EU-Turkey relationsemesry tense because
of all these reactions and divergent expectationthe EU and Turkey. On 9
October 1978, Bilent Ecevit's government asked&@ifor an exemption period
of 5 years, the revision of the 12 and 22 yeats,liemoving of restrictions on
Turkish industrial and agricultural export commeaehi providing Turkey with
the GSP (Generalized System of Preferences) caonssand additional

financial assistanc®?

In May 1979, the EEC Council of Ministers approved decision

concerning the freezing of relations with Turkey %oyears but rejected Turkey’s

% Milliyet, 09.02.1978, p.11Partiler yurirlikte bulunan ilkilerden hgnutsuz.”
% Milliyet, 09.02.1978, p.11‘Biiyiik firmalar AET rekabeti sarsici olur diyor.”

190 Accordingly, the Turkish Customs Tariff was goigbe aligned on the Common Customs
Tariff of the EEC in respect of third countries ithgrthe transitional stage and in accordance with
the rules specified. According to many Turkish agaits, this was the most problematic
requirement from the EC.
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other requests. Later, Turkey’s relations with BeC were practically suspended
during the military government which had been invpofrom 1980 until 1983.
There were frequent allegations arguing that Tutkag missed the opportunity
for being a full member of the EEC when Bulent Etegfused to make an
application for full membership right after Greeatethe end of the 1970s. Emile
Noel, the Secretary General of the EC Commissioneced Ankara in 1978 and
allegedly told the Prime Minister Bllent Ecevit itake an application for full
membership. On the other hand, Besim Ustiinel, wé® tive Minister of Finance
in Ecevit's government, asserted in 2002 in a aamfee in Istanbul that the
public was misinformed about this event. AccordiadJstiinel, Emile Noel told
Bilent Ecevit that Turkey should make an applicatmr full membership. When
Ecevit asked Noel whether the EEC would accept 8urks a member, Noel
responded that the EEC needed Turkey’s applicaidrio admit Turkey into the
EEC but in order to control some developments withithe EC'%® Ziya Oni
underlines that there were “deeply-held reservatiom the part of the European
elites about Turkey’s full membershif* at that time, and whether applying for
full membership at the same time as Greece would peoduced positive results

is an ambiguous question.

Despite the unwillingness and skepticism of theki&lr side towards the
EEC integration at the end of the 1970s, the myligovernment acted quickly
after coming into power. In March 1981, the Natio8acurity Council (MGK)
adopted the EEC full membership as a national tbgand declared that
Turkey would begin to fulfill tariff and quota rediion commitments under the
Additional Protocol? It is also remarkable that the first institutioitiative in
order to regulate relations with the EU was redliz& a decree in December
1982, which was decided by the National Securityrfed on 25 March 1981. As
a result, an EEC General Directorate within theeSRlanning Organization and

193 Erol Manisali,“Hayatim Avrupa — Ortak Pazar'dan AB'yeTruva Yayinlari, 2006, p.181,
182.

104 Ziya Onis, “Luxembourg, Helsinki and Beyond: Towards an Intetption of Recent Turkey —
EU Relations”,Government and Opposition, Volume 35, Issue 4,00t 2000, p.463.

195 Milliyet, 27.03.1981, p.10'AE T ye tam (iye olmak icin hazirlik bayor.”
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a Coordination Committee were establishi®dAlthough many studies consider
the military regime of the 1980s as a rupture inECkey relations, it seems
rather that it transformed the EEC integration irgonon-debatable issue.
Meanwhile, it should be noted that in autumn 19%@, 43 government
presided by Suleyman Demirel came to power andleecthe request made by
the previous Ecevit government to suspend Turkesesponsibilities?’
However, Turkey resumed the tariff reductions oy 1988 after the full

membership application.

It is important to notice that the 1980s represgnée deep politico-
economic transformation for Turkey. The JusticetfPéAP) which came into
power at the end of 1979, had attempted to put fatoe a comprehensive
economic package envisaging an open market econtngyoften argued that
the military regime “made it possible to implementie neoliberal economic
policies effectively, especially because Turgut IQttee architect of the January
24 decisions, was appointed by the military govesnimas “deputy prime
minister in charge of economic affairS® Concordantly, the military regime’s
attitude towards the EEC relations can be integgrets a search for legitimacy,

especially in the eyes of the Western authorities.

As a result, even though the EEC-Turkey relatioesewirozen until 1986,
the EC’s immediate reaction to the military coupswather mild. The media
reported that the Turkish military coup was a feleg NATO and that the EC

considered it useful in order to prevent a civiriaTurkey*®

In May 1979, Savastated that the decision of freezing relationsoseg
the fact that the Additional Protocol was not apgdhle. According to Sayathe
EEC did not fulfil its responsibilities concernittige free movement of workers
and the extension of agricultural concessionsetarn, Turkey could not put into

1% Ridvan Karluk, Avrupa Birligi ve Turkiye”,istanbul Menkul Kiymetler Borsasi, 1996, p.518.
197 http://www.ikv.org.tr/pdfs/kronoloji3.pdf(Access on 28.01.2011).

1% Nilgiin Onder, “Integrating with The Global Markdte State and The Crisis of Political
Representation”, Int. Journal of Political Economgl.28, no.2, Summer 1998, p.50.

199 Hirriyet, 13.09.1980, p.1, “Ortak Pazar'a gigeSavag Onlenecek.”
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effect tariff and quota reductions envisaged inAlditional Protocol in order to
proceed with industrialization. Ergan Alkin commented that the EEC was
already seeking an opportunity to avoid the freevenuent of workers'® Alkin
was right. The Article 36 of the Additional Protdgmovided that “Freedom of
movement for workers between Member States of ther@unity and Turkey
shall be secured by progressive stages in accaedaitic the principles set out in
Article 12 of the Agreement of Association betweka end of the twelfth and
the twenty-second year after the entry into forde tlmat Agreement!
Accordingly, the establishment of freedom of movamér workers was a
binding clause for the EEC and should be realizetl 1986 at the latest.

However, it has never been done.

In July 1980, Rsit Ulker, who was an Istanbul parliamentarian and a
member of the EEC—Turkey joint parliamentary consiois for the period of
1973-1977, asserted that the EEC deceived Turkéleoissue of free movement
for workers. Ulker indicated that Turkey had notasbed any commitment from
the EEC to achieve the free movement of workersclviwias guaranteed in
1970

In 1986, the EEC turned the right of free movemintworkers into a
matter of negotiation and used Turkey’s full menshgr expectation as a trump
card. In November 1986, the German news magaziae 3piegel’ used the title
of “Europeans do not keep their promises” for diclar discussing the freedom

of movement problem between Turkey and EE€.

The same year, the Prime Minister Turgut Ozal dedlan a statement to
the Federal German news agency, that bilateralessiuns regarding the free

movement might be possibl& In fact, Germany was the most concerned

10 Milliyet, 12.05.1979, p.11Prof.Savas: Katma Protokoliingler oimadgi anlagildi.”

1 Official Journal of the European Communities, 211977, Ref. L 361/1.
http://www.abgs.gov.tr/files/AB_lliskileri/tur_enealitons/protocol 1977.pdf
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European country with Turkish workers’ freedom obvement and some
negotiations between Turgut Ozal and German aui&®nivere being brought

into question in Turkish media at the end of 1980s.
2.5 First Steps to Custom Union

The year 1986 was considered as a new start in-E&®ey relations for
the Turkey—EEC Association Council met on 16 Sepwmnil986 for the first
time since 1980 This date is considered as the beginning of thenabzation
of relations although the Council could not reacteaision after the meeting.
Thereafter, Turkey acted quickly and presented afplication for full
membership of the EEC on 14 April 1987.

However, the expectations of the EEC and Turkeyhenquestion of the
latter’s full membership was rather different. Floe EEC authorities, the idea of
Turkey’s full membership became more and more amgotowards the end of
the 1980s. On the other side, Turkey was more srasitic than ever for this.
Two of the reasons were the frustration of the ®irlbusinessmen by breaches
of additional protocol and the worsening positioh Taurkey vis-a-vis other
countries in her relations with the EEC. Ridvan lflaremphasized thathe
balance in EEC-Turkey relations had broken dowiht& detriment of Turkey
because of the EEC concessions to third couritfiékhe EC put into effect the
Generalized System of Preferences in 1971 and Yuskmained outside of the
GSP which provided developing countries preferémtitaess to the EC market
through reduced tariffs. At the beginning of the7Q9, the EC signed many
bilateral and multilateral agreements giving voaugt trade concessions to
developing countries. Karluk underlined that adaget provided by the EEC to
the African, Caribbean and Pacific Group of stregSP), Maghreb and Mashreq
countries as well as to Cyprus, Malta, Spain, R@aituand Greece before

membership were much more significant and compgtenhan those provided

M5 EU Press Releases, 25.04.1989, Ref. MEMO/89R2Bjt“by Mr Matutes to Turk&y
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to Turkey via the Additional Protoctt! Agricultural concessions provided to
Turkey also became meaningless since similar orenmportant concessions
had been given to third countries by the EC andab®&e of the non-tariff

barriers!'®

Another reason for Turkey’s determination to becarfall member of the
EU is that with the 24 January 1980 stabilizaticgasures, Turkey stepped into a
liberal understanding and moved away from the mdnndustrialization model.
The military which took power on 12 September 1988s determined to
implement the stabilization program and the tasls waven to Turgut Ozal
regardless of the fact that he used to be assdcedéier with the Islamist
National Salvation Party (MSP) of Necmettin Erbak&nThe main long-term
objective of the IMF-backed stabilization programtihe 1980s was to remove
the dominance of the state in key industries, bapkipricing and resource
allocation processed’ At the end of the 1980s, the EEC integration was
conceived as a key element in this liberalizatioyjget. The EEC enlargement in
the 1980s with the inclusion of Greece, Spain andugal might have been
another reason for the Turkish government to apph©87.

Regarding the full membership application, Otomments that the move
was, in part, tactical. The main goal was to acetdethe process of trade
liberalization since it was apparent that Turkayiembership application would
not receive a favorable response from the Commuriitydeed, Turkey's
application was rejected, but Ozal's initiatives/gu the way for the Customs
Union that became a crucial element in the fullesti@eralization of the Turkish
economy in the context of the 1990s It can berassuthat in that decade the
EEC’s internal transformation towards a deependdgmation and the new

unipolar world order might have obliged Turkishlearities to be contented with

" 1bid.
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even an incomplete Customs Union without beingudetl in the decision
making mechanisms of the EEC/EU.

In fact, until the 1990s, Turkish state authoritvesre largely against the
forming of a Customs Union unless Turkey would eea full member of the
EEC. In October 1989, presidents of the IKV, TOBRJSIAD, ITO, iSO and
Istanbul Commodity Exchange Market published atjoiotice. The EEC'’s
expectations from Turkey were the nullification afistoms duties, an EEC-
dictated investment policy and privatization. HoeevTurkish industrialists
underlined that a complete reduction of tariffs Woonly be possible in the case
of Turkey’s full membership?* This notice can be interpreted as a response to
Ozal's changing position on the question of jointhg Customs Union. In 1987,
Turgut Ozal had made a statement to BBC channel emghasized that
establishing a Customs Union with the EEC which Mazover only industrial
goods would be very harmful for Turkish econotffyNevertheless, the same
Ozal had told Turkish businessmen in a meetingrozga by DEK in May 1989
(foreign economic relations board of TOBB), to fitheemselves foreign business
partners. In this meeting, Ozal had even alertedrtustrialists who demanded
more import protection that Turkey could join thes®ms Union in 19953
Finally, the statement of Ozal saying that “We vabgb into the Customs Union
even if the EEC does not accept Turkey as a futhbe” made the headlines of
Turkish daily newspapers on 19 December 1989, #lyeadter the “no” decision
made by the EU on Turkey's full membership appi@at®* Afterwards, the
ideal of being a member of a Customs Union whichsdaot exist as an EEC/EU

institution started to be indoctrinated to the Tsinkpeople.
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Many academics share the view that with the endCaffd War, it was
thought that Turkey’s strategic utility would dewi In fact, Washington’s
preoccupation of Iraq rearticulated Turkey's geatsigic value to the USA after
19911%° Nevertheless, the Western attitude towards Tumeylved with the
collapse of the Soviet Union, and if Turkey has hadt her geostrategic
significance, her function as a Western ally hasiaisly changed from the
European point of view. Meltem Miiftiiler Bac cons&lthat Cold War structures
enabled the realization of Turkey's objective to heeognized as a European
state, which later put Turkey into a difficult pien at the end of bipolarity. In
her own words: “Turkey's Europeanness was defigedrding to its geostrategic
position; it became a reliable ally for the Westdsuffer state against the former
Soviet Union. The disappearance of the Cold Waictires has brought the

importance and suitability of Turkey for Europeoimtebate *2°

Nilgin Onder asserts that changing geopoliticalucstire of the
international system after the Cold War led to riblegation of Turkey to a less
significant place in the EU policy’ Ziya Oni similarly maintains that “the
post—Cold War context has reduced Turkey’s chafarefslll membership in the
EU by a considerable margin® Erol Manisali also considers the end of
bipolarity as a crucial determinant for the neweroff Turkey as decided by
Western forces, namely the unilateral commitment Tofrkey to Western
capitalism led by the domestic and foreign cagftalccording to Manisall, this
unilateral commitment has largely been realized Earope and Turkey's
surrender of her customs regime to the Europeanri}ii

125 Michael LakeThe EU and Turkey, A glittering Prize or a Miles@?”, The Federal Trust
for Education & Research, 2005, p. 129.
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In this regard, it is remarkable that EEC’s remtt of Turkey's
application for full membership came at the sametas the first signs of the fall
of the Soviet Union. Turkey presented its applaatior membership to the EEC
on 14 April 1987, and the Commission adopted itgiop on 18 December
1989. The response was a diplomatic no. The opistiated that the Commission
"does believe, however, that the Community shouwlsye its cooperation with
Turkey, given that country's general opening towarBurope™** The
Commission also noted that the Community had “ad&mmental interest in
intensifying its relations with Turkey and helpingto complete as soon as
possible the process of political and economic mudation"*** The
Commission adopted the “Matutes Package” on 7 1986, which comprised a
set of proposals including the completion of thest8ms Uniort>* However, this
package has never been discussed in the Coundilel Matutes who was the
EEC representative for Turkey made a statement tabme Commission’s
opinion. Matutes reported that the Commission psepo in the first place, the
completion of a “Customs Union” between the twecesiénd the harmonization
of Turkish economic legislation with that of the EE*

In sum, in the 1970s, many academics, domestictatagroups, civil
society organizations and even some of the stagmcags were against the
economic integration of Turkey with the EEC. Howe\adter the 1980 military
coup the EEC full membership was adopted as theodma objective” of Turkey
which had to be embraced by different domestictipaligroups.

131 Regular report from the Commission on Turkey’sgpess towards accession, 1998, p.5.
http://ec.europa.eu/enlargement/archives/pdf/kegun@nts/1998/turkey_en.pdf

132 pid.
133 hid.

134 Milliyet, 19.12.1989, p.1“Avrupa’dan Tiirkiye'ye tam tyelik icin ilk resmi ga”.
37




CHAPTER 1lI

POLITICO-ECONOMIC ENVIRONMENT IN THE 1990’s TURKEY

In order to analyze the real reason behind theirsgg of the 1/95
Decision, it is indispensable to understand thetipoteconomic environment
which prevailed in Turkey during the late 1980s #mel early 1990s. The 1980s
structural adjustment reforms were followed by #igant economic and
political instabilities including serious terroriattivities, large scale labor strikes

and the rise of Islamic-oriented politics in thelyd990s.
3.1 Neoliberal Reforms in the 1980s

The neoliberal transformation experienced at thgirming of the 1980s
has had a large impact on the developments in9B8sl Prime Minister Turgut
Ozal, who came to power in the 1983 elections rifter the military coup, was
re-elected in 1987 and he was an important figarehaping this process. After
the return to parliamentary politics in 1983, Ozalld use the new political
space to realize his liberal economic visions whithuded the liberalization of
Turkey’s foreign trade, privatization of state-ownenterprises, capital account
liberalization and reductions in public spendifiy). However, Ziya Oni asserts
that Ozal's reforms influenced not only the ecoroméalm but also had

important effects on the spheres of politics, aeland foreign policy*
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The 1980s were characterized by successive taiffictions and real
exchange rate depreciations. It is important te ribat an essential part of tariff
reductions required by the EEC were realized iralperwith this liberalization

movement:’

The structural adjustment reforms launched in1®80s basically aimed
to reorient the Turkish economy from “the intervenist import substituting
industrialization towards an outward oriented ecoypoopen to the global
markets™*® Nilgiin Onder underlines that this export-orientéelvelopment
strategy had important implications for the workiclgss since Turkish exports
were heavily concentrated on low-technology or rattesource based sectors
relying on the use of low wages and non-unionizadot**° The financial
segment of the liberalization movement was launéhe®89 via deregulation of
capital movement¥® The liberalization of the financial system was
accompanied by high public sector borrowing requests which had
unfavorable effects on the economy in general. déepening and widening of
the financial system was supported by the intradacbf new institutions and
financial instruments such as the Istanbul Stockh@rge, interbank money
market in domestic currency, foreign currency merkand the gold markét
That kind of economic structure obviously benefite@ financial capital and

promoted speculative profit making.

Many academics insist on the special ties betwbenfamily business
groups and the state authority (Ozal’s ANAP) insthgears. On the one hand,
the single-party government represented the “stetatg” which was capable of
implementing the necessary adjustment reforms. I@n dther hand, special
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patronage capabilities and uncontrolled corrupstmctures accompanied the

monopolization of state pow&t

The 1980s was also characterized by increasirggwiéh international
financial institutions such as the IMF and the WBahk. The January 24 (1980)
Decisions launching the structural adjustment pediavere followed by an IMF
stand-by agreement totaling USD 1.65bn, and comisecstructural adjustment

loans from the World Bank

Towards the end of the 1980s, electoral suppartARNAP began to
decrease because of the increased public discontiémtneoliberal policies.
Many academics agree that the social contradictesh®y neoliberal policies of
the 1980s resulted in a legitimacy crisis in th®Q<® The latter gave rise to
government instability and collective actions ot tiworking class including

public servants.
3.2. Deterioration of Economic Fundamentals in th&arly 1990s

Turkish economy in the early 1990s was charactérizg a continuous
deterioration of macroeconomic fundamentals. Omnekisty aspect of the
economy was the volatile GDP growth. The record&P@rowth was 7.9% in
the year 1990, and plummeted to -1.1% in 1891.

Table 3: Annual GDP change (1988 — 1995)
Source: SPO Main Economic Indicators (1950 — 1997)

Annual Change % 1988 | 1989 1990| 1991 | 1992 | 1993 | 1994 | 1995
GDP 2,7 12 (79 | 11| 59| 8 5,5 7,2

142 Roy Karadag, “Neoliberal Restructuring in Turkepi® State to Oligarchic Capitalism”,
MPIfG Discussion Paper 10/ 7, 2010, p.17.

143 Nilgiin Onder, “The Turkish Political Economy: Ghilzation and Regionalism”, Perspectives
on Global Development and Technology, Volume 6, Kears 1-3, 2007, p.233.

144 Umit Cizre-Sakalliglu and Ering Yeldan, “Politics, Society and Finadiiberalization:
Turkey in the 1990s”, Development and Change, \1o{Z000), p.484,485.
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In parallel with this trend, the consumption angeéstment trends were
also unstable. Another salient feature of Turkisonemy in the 1990s was
persistent inflation. The inflation rate measuredtbe consumer price index
reached %71.1 in 1993 on the eve of the financisilsc

Table 4: Annual Change in the Consumer Price Index
Source: SPO Main Economic Indicators (1950 — 1997)

Annual Change in
the Consumer Price| 1988 | 1989| 1990 1991 1992 1993 1994 1995
Index (CPI)

Inflation Rate % 754 1643 | 60,4 71,1 66,1 71,1 10688

Moreover, the increasing public sector borrowingufeed in high interest
rates and thus led to the overvaluation of the dimecurrency. Domestic
consumption accelerated in favor of imports anthatexpense of exports and
productive industries. The result was a huge irsgea the trade deficit attaining

record levels at the end of 1993.

Table 5: Foreign Trade Balance (1988 — 1995)
Source: Turkish Statistical Institute

million $ | 1988 | 1989 1990 1991 1997 1993 1994 1995

Balance of
Foreign |-2.673|-4.167|-9.342|-7.453 | -8.156 | -14.083 -5.162 |-14.071
Trade

Another critical issue was high unemployment ragspecially among the
young population. In 1993, the unemployment ratached 9% and the
unemployment of the young labor force reached 18%.

The divergence of opinion between Prime Ministéle€and the Central
Bank governor R¢dlu Saracglu was another factor contributing to the

145 Here, it should be noted that the relative amation of the trade balance in 1994 is caused by
the financial crisis and decreasing domestic pgiclyggpower.

148 Turkish Statistical Institute, www.turkstat.gov.tr
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undermining of confidence in the government. Irgereates, the necessary
amount of foreign exchange reserve, requiremerd figvaluation, establishment
of a gold exchange and the monetary policy in gdnsere all confrontational
issues between Ciller and Sarglco Ultimately, Saracglu resigned in August
1993M" However, this was not the end for the crisis. Btil&iltekin who
replaced Saracoglu also resigned at the end ofadurlP94 as a result of

disputes with the governmel{t

This period of fragility paved the way for one tife most serious
economic crisis in the Republic’s history. The euatraccount deficit and the
public sector deficit reached important levels todgathe mid-1990s leading to
the 1994 financial crisi¥'’ In the first quarter of 1994, interest rates bodntkee
inflation rate reached three digit levels, the CanBank lost half of its reserves,
and the national currency (TL) was devalued moran th0% vis-a-vis the
usD»°

The currency crisis was followed by a minor bagkirisis™* In the
aftermath of the crisis, Turkish economy contradigds%, the highest level of
annual output loss in the history of the Turkistp&ic up to that timé3? Onder
maintains that the 1994 crisis was “a strong matateon of the instability of the
neoliberal economic strategy in Turkeéy® Boratav, Tirel and Yeldan also
share the view that the disappointing performantceewliberal policies was

147 Milliyet, 01.08.1993, p.5, “Ekonominin Zirvesindelki Yillik Kavga Bitti”
148 Milliyet, 01.02.1994, p.7, “Giiltekin Ciddi Uyarda Ayrildi”

149 Suat Oktar and Levent Dalyanci, “Finansal Kriz filea ve Tiirkiye Ekonomisinde 1990
Sonras! Finansal Krizler’, Marmara Universite$iB.F. Dergisi, Sayi Il, s. 12

150 0ya Celasun, “The 1994 currency crisis in Turkéytie World Bank Policy Research
Working Paper Series, N0.1913, April 1998, p.2

151 Oya Celasun, “The 1994 currency crisis in Turkéytie World Bank Policy Research
Working Paper Series, N0.1913, April 1998, p.23

192 |hid., p.2

133 Nilgtin Onder, “Integrating with The Global Markdthe State and The Crisis of Political
Representation”, Int. Journal of Political Economgl.28, no.2, Summer 1998, p.70
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largely due to “the inherent difficulties with timeoliberal structural adjustment,

at least in the Turkish setting®*

On the other hand, 1990s was also characteriged lwvorsening of
income distribution across households. Besides fétlein real wages and
decreasing employment opportunities, the managenoénfiscal debt also
contributed to the worsening of income shares foe poorest groups>
Sakalliglu and Yeldan maintain that the government pretetie finance its
borrowing requirements via domestic asset markdt€hwgave rise to a huge
increase in the rates of real interest. As a retlult management of fiscal debt
began to operate as an income transfer mechantsamsferring income away

from wage-labor and the peasantry, to domestidenent>®

Table 6: Evolution of wealth distribution

Share in Aggregate Disposable Income
Percentiles 1987 1994
Lowest 20% 5,23 4,86
21% - 40% 9,61 8,62
41% - 60% 14,07 12,6
61% - 80% 21,16 19,02
Highest 20% 49,93 54,88

Sakalli@glu and Yeldan underline that “the prolonged voittilof the
economy, with failed business expectations andexpent shifts in real incomes
of the working masses, inevitably contributed tacantinued decline in the
political realm and the erosion of legitimacy o&ttlemocratic institutions as a

whole” >’

154 Korkut Boratav, Oktar Tirel and Ering Yeldan, “@iimas of Structural Adjustment and
Environmental Policies under instability: Post-1980key”, World Development Volume 24,
Issue 2, February 1996, p.391

15 Umit Cizre-Sakalliglu and Ering Yeldan, “Politics, Society and Finaidiiberalization:
Turkey in the 1990s”, Development and Chande Vo{Z3D0), p.489

158 1hid.

57 bid., p.486
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3.3

Conditions

Labor Strikes as a Reaction to Deteriorating Eonomic

It is remarkable that the year 1995 has witneskedargest number of
strikers in Turkish history (199,867) which has rgifya fallen down to 5,461 in
19961°% The years between 1989 and 1991 are considered asnith in

collective action since both public and privatetsegvorkers engaged in waves

of protest which led to a temporary improvementafges:>® Several general

strikes followed in the mid-1990s.

Table 7: Strikes in Turkey between 1989 and 2009

Strikes in Turkey (1989 -2009)>°

Number of strikes | Number of participan

1989 171 39.435
1990 458 166.306
1991 398 164.968
1992 98 62.189
1993 49 6.908
1994 36 4.782
1995 120 199.867
1996 38 5.461
1997 37 7.045
1998 44 11.482
1999 34 3.263
2000 52 18.705
2001 35 9.911
2002 27 4.618
2003 23 1.535
2004 30 3.557
2005 34 3.529
2006 26 2.061
2007 15 25.920
2008 15 5.040
2009 13 3.101

S

1% Hakan Arslan, “State, Labour and Crisis: The 19895 Period in Turkey”, MS Thesis, April

2006, p.71
159 pid.

180 hitp://www.tisk.org.tr/gostergeler.asp?id=5F&cess on 03.05.2011)
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Yilmaz Ensar maintains that the intensification tbé reconstruction
process launched in the 1980s have brought signifidrawbacks for the Turkish
trade union movement which worsened at the beginroh the 19904%
According to Ensar, the increasing competition isggbby the Customs Union
posed further challenges for the collective labarglining procest?

In the 1990s, trade unions had also opposed atains which were
launched in 1986, although they were not able tonfa unified front against
them?®® In fact, privatizations effectively started aft2998, the year when
privatization revenues exceeded USD 1 billion foe first time. However, the
legal framework for the privatization program wasablished in October 1994,
in order “to meet the obligations imposed by Tutkegntry into the Customs
Union with the EU”. Competition board, the key ihdion responsible for

regulation was also established within this frameu/t*

Nilgin Onder underlines that besides the countdsilization by
working classes who suffered great deterioratioth@r income because of the
neoliberal policies, the intensified conflict ofteénest among different segments
of capital was also remarkable at the beginninthef1990s. The new economic
structure favored the financial capital at the ewggeof the industrialists. This
shift towards a “speculation/rent economy” caudeel diversion of resources
away from productive sectors, which had adversectsffor the whole Turkish

economy'®®

%1 Ensar Yilmaz, “Turkiye'ddsci Sendikalarinin Oniindeki Sosyal, Siyasal ve Ekaiko
Engeller”, e-Journal of New World Sciences Acadet@ig0, Volume: 5, Number: 3, Article
Number: 3C0041, p.176.

%2 |bid., p.180.

183 Nilgiin Onder, “Integrating with The Global Markdte State and The Crisis of Political
Representation”, Int. Journal of Political Economgl.28, no.2, Summer 1998, p.57.

184 Metin R. Ercan and Ziya Ogi“Turkish Privatization: Institutions and Dilemmias Turkish
Studies; Spring2001, Vol. 2 Issue 1, p. 116.

185 |bid., p.68.
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3.4  Political Instability and the Rise of Islamisteriented Politics

The increased mass discontent with neoliberaltipec was reflected in
the October 1991 elections. Ozal’s ANAP remainetdaduhe government and a
coalition government was formed by Demirel’s DYRr{ter-right) andnoni’s
SHP (center-left). However, the new government wa$ able to offer an
alternative economic policy which would receive g public support. Onder
comments that the decline of ANAP and its hegempnigect at the beginning
of the 1990s led to an important fragmentationha& political party system in
Turkey!®® One striking aspect of the 1991 elections wasrige of Necmettin
Erbakan’s RP (The Welfare Party) as they obtainr@®&% of the national vote

and 5% of the seats in the Grand National Assembly

The coalition government dissolved in May 1993 wiaemirel was
elected the new President of the Republic aftersimdden death of President
Turgut Ozal. The 1993 SHP-DYP coalition governmenéd until the 1995
elections under the premiership of Tansu Ciller.

The political instability created an environmemattthe Islamist RP well
utilized. The RPy was able to score several muaicgmsts in the 1994 local
elections; including the mayoral posts in both ribidd and Ankara.The re-
emergence of religion in politics shocked many boside and outside Turkish
politics. But the fact that the 2 years period kedw mid-1995 and mid-1997
witnessed 5 different governments indicated thattend was to continue.

Hence, the rise of the RP continued in the (De@N9I5 elections as it
has obtained the first place among the candidateepdy securing 21.3% of the
national vote. In fact, the idea of an Islamist tahlition in Turkey became a
reality since no party was holding the majority.tekf several unsuccessful

coalition trials, Erbakan led a coalition governméormed by Ciller's DYP

1% Nilgiin Onder, “The Turkish Political Economy: Ghilzation and Regionalism”, Perspectives
on Global Development and Technology, Volume 6, Ram 1-3, 2007, p. 241.
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which could last less than one year and ended avdbmi-coup on 28 February
1997.

Which was remarkable in this process was the RRanging attitude
towards the Customs Union. Erbakan told in a spesdating his electoral
campaign that Turkey would be a valet of the EWh# Customs Union was
realized. However, right after the general elecion a visit to the Turkish
Employers’ Association (IBK), he claimed that in principle, they were not

against the Customs Unidf.

It is remarkable that in the mid-90s the Customsob and the EU
integration was started to be promoted as a bamiech would prevent the rise
of political Islam in Turkey. Many share the vielat the resurgence of Islamist
revivalism in the 1990s had “great significance Torkey’s efforts to become a
full member of the European Unioh®® However, it is indispensable to notice
that Tayyip Erdgan’s Justice and Development Party (AKP ), theriidweof the
RP became a determined advocate of the EU integratileast in its first term in
office after 2002 besides its persistent dedicatatie neoliberal agenda.

In fact, during the 1990s Islam began to operatéaa economic code
open to free market ideology” and MUSIAD was essdtdd as the principal
association of Islamic business interests in Turk®&jany consider the
establishment of MUSIAD as a clear sign of the “®astence’ of Islam with
free market ideology™®® Like TUSIAD, MUSIAD supported Turkey's EU

membership despite some criticism over the Custdnien in the mid-1990s.

Sakalliglu and Yeldan suggest that politics in Turkey daoes fit the

ordinary classification since there is a convergent economic policies on

157 Milliyet, 02.01.1996, p.185ahin Alpay, “Erbakan Cark mi etti?”

18 Nilgiin Onder, “Integrating with The Global Markdte State and The Crisis of Political
Representation”, Int. Journal of Political Econowgl.28, no.2, Summer 1998, p.73

189 E . Fuat Keyman and Berrin Koyuncu, “Globalizatiatigrnative modernities and the political
economy of Turkey”, Review of International Polgidcconomy 12:1 February 2005, p.112
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different political platforms’® Similarly, Cinar asserts that in Turkish politios
the 1990s “all key issues [were] accepted withoelbade” and that “the only

competition [was] over “who” [would] implement tip®licies"*
3.5. Increasing Terrorist Activities

Another source of instability in the 1990s was @asing terrorist activities
in the country and the government’s inability tovgm the situation. The
Kurdish illegal organization, PKK, which was estabéd in the 1970s
intensified its activities at the beginning of th890s. In June 1990, 27 people
were massacred by the PKK in the Cevrimli villageSonak. 12 of them were
children and 7 of them were wom&R.Which was remarkable in this period was
the urbanization of terrorism which resulted in juawareness and backlash
about the issu¥® In December 1991, 11 people were killed and 1iviured
because of a Molotov bomb dropped in a shoppingl @althe center of

Istanbul*"

The 1990s began with the Gulf War which led toitaldal disturbance in
Turkey’'s south-eastern frontier. Although Turkeyl diot actively contribute to
the US and NATO forces, she allowed operation frimoirlik airbase in
Adanal’® The War directly affected Turkey’s trade relatiavigh this region and

created a lot of uncertainties.

Not only the PKK but also the public attacks e tislamic radical
groups substantially distabilised politics in tharlg 1990s. Bahriye Ucok and

Muhammer Aksoy, both academics, supporters of agsat and founders of the

0 Umit Cizre-Sakalliglu and Ering Yeldan, “Politics, Society and Finatdiiberalization:
Turkey in the 1990s”, Development and Change, \o{Z)00), p.495

"1 Menderes Cinar, “Rebulding the Center: Missiondssgible?”, Private View 1(2), 1997, p.72
172 Milliyet, 12.06.1990, p.14, “PKK 27 Koyluyii Katkst

13 }hsan Bal and Emre Ozkan, “PKK Terér Orgiitii Kronisidj976 — 2006”,
http://www.usak.org.tr/dosyalar/dergi/z6 UFg2L oFka8lnZSt9gHMi7u4Ke2.pdfAccessed on
02.06.2011)

74 Milliyet, 26.12.1991, p.17,Sehir Ekiyasi Maaza Yakti: 11 Oli”

75 Richard Robey and Jeffrey Vordermark, “Securitgi8gnce Mission in the Republic of
Turkey”, The DISAM Journal, Winter 2003-2004, p.2
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ADD'"® were murdered by Islamist groups in 1990. Later,1993, Wur

Mumcu, a journalist who had covered PKK, Islamidicalism and drug
smuggling networks was killed by an assassinatissumed to be done by
IBDA-C and the Islamic Liberation Organizatidfl. In summer 1993, the
extremists set on fire a hotel (Madimak) in Sivakere 37 intellectuals were
burned to death. The July 1993 was the zenith sdrirty. A few days after the
Madimak event, the PKK burned out 57 houses inliage (Bgbaglar) of

Erzincan, where 32 civilians including women anddren were executed by

firing squad:’®

These series of terrorist events provoked a sefiseistrust in Turkish
public opinion and this atmosphere was combinedh whe problems faced by
Turkish neoliberalism. The main question in the A99Turkey was how to
maintain the legitimacy of the existing politicgistem in view of high inflation,

high unemployment, rising terrorism and the gensoalo-economic deprivation.
3.6  The legitimacy crisis of the 1990s

Nilgiin Onder maintains that “[a]s the neoliberab@omic strategy results
in widening inequalities, it creates a crisis ofgilenacy and political
representation. This raises the question of thesability of neoliberalism in a
political context of consensual representation imrk&y.”’® Thus, the
government’s and capital representative’s effatedmplete the Customs Union
might be considered as an attempt to give politegitimation to the neoliberal
agenda of the 1990s via the imposition of a natipaasion, which was the EU

membership. In this regard, the completion of thestGms Union was an

176 Association of the Kemalist Thought

7 Ely Karmon, “Islamic Terrorist Activities in Turlggin the 1990s”, Terrorism and Political
Violence

Volume 10, Issue 4, 1998, p.106
178 Milliyet, 07.07.1993, “Sarsiliyoruz; Kéyde Katligriliikiimette Kavga”

79 Nilgtin Onder, “Integrating with The Global Markdthe State and The Crisis of Political
Representation”, Int. Journal of Political Economgl.28, no.2, Summer 1998, p.76
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important milestone in the mid-90s, consideringlibated debate ongoing on the

subject until the signing of the agreement.

In fact the 1990s was characterized by a sericosa@mic and political
instability. The failure of neoliberal policies letb the deterioration of
macroeconomic balances with high unemployment afidtion rates and the
1994 financial crisis. The authorities’ inabilitp govern the situation became
more manifest as a result of rising Islamist anghsatist terrorist activities. On
the other hand, one of the most prominent developsngarting from 1989 was

the increasing intensity of labor strikes whichatead a record level in 1995.

Onder andsenalp consider that the CU Agreement functioneanasutlet
from the 1990s’ hegemonic crisis and paved the f@ayhe establishment of a
new hegemonic project which would unite interegtthe rising Islamist politics
and the Western-oriented capital. “Hegemony” inr@saian analysis refers to
the articulation of the interests of subordinatesses and groups to that of the
hegemonic class via the creation of a collectivikavigeneral interest in order to
enable this relation of dominatidff Hegemonic crisis corresponds to “the crisis
of the ruling class’s hegemony, which occurs eitletause the ruling class has
failed in some major political undertaking for whi@ has requested or forcibly
extracted the consent of broad masses... or becaiggerhasses... have passed
suddenly from a state of political passivity totaér activity...”*! Bob Jessop
developed the concept of “hegemonic project” whishccessfully links the
realization of certain particular interests of sudate social forces to the pursuit
of a national-popular programme which favors theglterm interests of the

hegemonic force®?

180 Muharrem Tuinay, “The Turkish New Right's Attemptegemony”in A. Eralp, M. Tiinay
and B. Ygilada(eds)The Political and Socio-economic Transformatiof ofkey, London
Praeger1993, p.13.

181 Antonio Gramsci, “Selection from the prison noteks’, International Publishers, New York,
1973, p.210 cited in Tunay (1993).

182Bob Jessop, “State theory: putting the Capitaliste in its place”, Penn State Press, 1990,
p.209.
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OrsanSenalp underlines that the 1990s were charactewitbdnstability
in political life, severe financial crisis and salcresistance which disturbed the
market opening process. In such an atmosphereiint@cy crisis for the state,
the Customs Union agreement with the EU resultethendeepening of trade
liberalization and the integration of the Turkisltoeomy to the global
marketst®® Senalp argues that even if the establishment of-reglilating
financial system failed in the 1990s, the intemmadilization process went deeper
in terms of social relations of productitif. The way out of the hegemonic crisis
which manifested itself in political and economi@os in the 1990s required the
imposition of a new nationwide project which wouddterwards turn into a
national passion. The absence of a strong statehendesultant obstruction of
neoliberal reforms in the early 1990s were surmedifity this new project as it

will be elaborated in the next chapter.

183 BrsanSenalp, “Transnationalization of Governance and @uaece of Transnationalization”,
MSc Thesis, Vrije Universiteit, August 2007, p.25.

184 bid.
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CHAPTER IV

DEBATES OVER THE CUSTOMS UNION: HOW THE
AGREEMENT HAS BEEN MODIFIED AND WHAT IT HAS SIGNIFI ED
FOR DIFFERENT GROUPS

The 1990s began with significant discussions onsEx@jection of
Turkey's full membership application and the Masutpackage. It was
remarkable that in the early 1990s, not only dormmgsbducers and labor unions
but also important state agencies were againstdhmgpletion of an “incomplete”

Customs Union.

4.1. Reactions to the EC’s Rejection of Turkey’'s Mmbership
Application

In January 1990, experts working for the MinistfyForeign Affairs, the
State Planning Organization (DPT) and the MinisteState, Ali Bozer, stated
that the EC report on Turkey's application for futtembership involved
discriminatory items. Accordingly, the Commissiomggested realizing a
Customs Union between the EEC and Turkey in ordesuppress tariffs for
imports from the EC, which was not requested framy aountry before the
realization of full membership. The experts unaexdi that Greece, Spain and
Portugal accepted to remove tariffs on imports ratieperiod of transition

subsequent to membersHf.

In the Undersecretariat of Foreign Trade’s publica entitled “the

European Union and Turkey”, it was emphasized thatCommission’s report

185 Milliyet, 11.01.1990, p.13'AT Raporu tutarsiz, cedkili.”
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included problematic points. Accordingly, the repoontradictorily suggested
the completion of the Customs Union within the nepdriod although it
underlined that Turkish economy was not ready lierEEC membershifi® The
contradiction was that the realization of the CosoUnion implies the
satisfaction of the Copenhagen economic criteriachvimecessitated having a
functioning market economy as well as the capatyope with competitive

pressures and market forces within the Union.

In fact, at the beginning of the 1990s, the reaion of the Customs
Union was attached to the condition of full membgysfor the majority of
Turkish industrialists and state agencies. Howetlas attitude was softened
since for some groups, the prospect of a target fdatfull membership had been
substituted for the expectation of full membersHipe president of thistanbul
Chamber of Industry (ISO), Memduh Hagheo, asserted in July 1990 that they
could lean towards the realization of a Customsobnf a calendar for full

membership would be decidé&d.

In 1992, having inspired by the recent developsmemgarding the
European Integration, Turkey launched a new iiNvgat “The Black Sea
Economic Cooperation”. However, this initiative wast considered as an
alternative to the European Community. In facts ttroject had a complementary
nature with the European Integration process sititce main objective was to
create a regional economic cooperation scheme batvi&ilgaria, Romania,
Moldova, Ukraine, Russia, Georgia, Azerbaijan, Anmeand Turkey which
would contribute to the political stability and thiansition to market
economies® In this regard, the EC authorities made posititegesnents about
the BSEC at the beginning of the 1990s, assertiaf the project was not in

contradiction with Turkey’s EC integratidf® In fact, that kind of regional

186 «Avrupa Birligi ve Tiirkiye”, Dis Ticaret Mistgarligi, Ekim 1999, Ankara, p.353.
187 Milliyet, 17.07.1990, p.5‘AT’a girmeden giimriikler inmesin.”

188 Unal Cevikdz‘European Integration and New Regional Cooperatinitiatives”, NATO
Review, No. 3, June 1992, Vol. 40, p. 25.

189 Milliyet, 21.11.1990, p.6:Karadeniz Ekonomik Bolgesi'ne AT'dan olumlu bgki
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integration initiatives remained weak and ineffeetin practice since Turkey had
to proceed with the “national” objective of Europeategration supported by the

military coup d’état and the 1980s liberalizationwvement.

On the other hand, in the wake of the collapsehef Soviet Union,
Turkey and the Central Asian Turkic Republics hadeeiprocal desire for
economic cooperation. However, relations with thosentries remained limited
as well sharing the fate with other similar initias. Ziya Or§ asserted in 1995
that Turkey was likely to find herself “on the psrery of the broad European
project, as a long-term associate member of thetIHP with other countries
such as Romania and Polaffd Onis underlined that the opportunity existed for
Turkey “to develop its relations with a region on aqual partnership basis”,
considering “the Black Sea Economic CooperationeSwhand the emergence of

independent republics in the former Soviet Cerfisaa™%

4.2  The Standpoint of the Domestic Producers aricabor Unions

At the beginning of the 1990s, the local produttgroups were largely
opposing the completion of a Customs Union with B before Turkey’s full
membership. However, their voice could not be heéawhrds the signing of the
agreement. In fact, the change of the presidetiteotKV was an important step
in December 1992, when Sedat Allo replaced Jak Kambhi. In fact, the dispute
between Kamhi and ISO concerning the Customs Uni@s supposed to
influence this decision. Jak Kamhi asserted sevenals that the Customs Union
should not be realized before Turkey’s full memhbhgrsand opposed unilateral
concessions from Turkey maintaining that the EEGtabed from making

concessions on its part

19 7Ziya Onis, “Turkey in the Post — Cold War Era: In Search oéfdity”, Middle East Journal,
49:1, 1995 Winter, p.55.

¥11n the year 2011, Turkey is still deprived of &6 full membership although Romania and
Poland are full members of the EU respectivelyesid@07 and 2004.

192 7iya Onis, “Turkey in the Post — Cold War Era: In Search oéfdity”, Middle East Journal,
49:1, 1995 Winter., p.57.

193 Milliyet, 28.11.1990, p. 5:AT, Tiirkiye'yi ucuza kapatmak istiyor.”
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On the other hand, in December 1992, the EC AnRmpresentative
Michael Lake made a statement to Turkish newspagesrting that the EC was
looking forward to the completion of the Customsidsnwith Turkey'®* In
November 1992, the World Bank experts preparegartentitied “Competition
Policies for Turkey”. Accordingly, it was arguedathlurkey should unilaterally

declare her willingness to complete the Custom®t/miith the EC in 1995

It is remarkable that in the years 1992 and 1988jean authorities
were more inclined to realize the Customs Unionpidesthe opposition of

Turkish capital groups, which were mostly localguwoers.

In January 1993, Selim Yar, a member of the Aegean Industrialists’ and
Businessmen’s Association’s Board of Directorstestahat the EC was treating
Turkey as a second-class state. According tgalaTurkish industry was
engaged to reduce tariffs on imports without ggtainy concessions from the EC

concerning technical or financial assistance aeedom of movemert®

On the other hand, Cem Duna, Turkish Represeept&bithe EC asserted
in June 1993 in a meeting organized by the TUSIAB the Customs Union
with the EC was a historic opportunity for Turkeyieh would determine her
future place in Europe. However, businessmen wtendéd the meeting were
rather worried. Halis Komili, the president of tdemili Group, maintained that
Turkish economy would pay the price and face iraple damages if the
Customs Union would be completed unless necessaagunes would have been

taken®®’

The dispute between the Sabanci Group and the Gmpp was a
remarkable event which made the headlines in hdyfaugust 1993inan Kirag,
the president of the Ko¢ Holding Company’'s exeaitbommittee, maintained

that the subsidiary industry would collapse if Teykabolishes tariffs on imports.

19 Milliyet, 20.12.1992, p.5:AT, Gumriik Birligi'ni bekliyor.”
19 Milliyet, 20.11.1992, p.5, Asen Giir Az gittik, uz gittik.”
19 Milliyet, 06.01.1993, p. 11, Harun GiiréGUS/AD'In iki sikintis”.

197 Milliyet, 24.06.1993, p.7:Gumriik Birligi Tiirkiye’nin Avrupa kapisinda sgansidir.”
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In response to Ozdemir Sabanci, who argued thateJuwas ready for the
Customs Union, he underlined that the Sabanci Gveag not industrialist and
would become an importer company if the Customs obinwould be

completed*®

In August 1993, Metin Toker wrote in his columnaththe polemic
between the Sabanci Group and the Ko¢ Group wasfibith in the sense that
Turkish media brought into question the Customsodnssue which was very
significant for Turkish economy’® However, the latter was not sufficient to
trigger a comprehensive and significant debate hen gossible effects of the
Customs Union on Turkish economy and externalioglatof Turkey.

In May 1993 in a summit attended by TOBB, IREYASED, iTO and
ISO, the private sector representatives decidediintiple to give thelKV the
mandate to represent Turkish business world dutimg Customs Union
proces$® Afterwards, the Turkish industrialists began tavie the determined
negative attitude towards the Customs Union thdtdeeen assumed in the 1970s.
In May 1995 in a meeting attended by the MinisteForeign Affairs and the
representatives of the IKV, ITO, ISO and TUSIADe thusiness world claimed
that the government should act more quickly to detepthe Customs Union.
The capital representatives argued that they wenéirting to support the CU
despite the fact that they would have to face sutisi damage®’ In fact,
mainly the business groups with foreign partnerseveeipporting the completion
of the Customs Union. In August 1995, the diregfenerals of the Ciba-Geigy
and Turkish Henkel and the press director of Renlais made all positive

statements about the CGC¥.

198 Milliyet, 31.07.1993, p.5:Ko¢ Grubu en sert cikini yapti.”

199 Milliyet, 06.08.1993, p.14, Metin Tokerjyi ki Kog ile Sabanci kaglar.”
20 Milliyet, 04.05.1993, p.5:Giimriik Birligi icin /KV'ye vize”

201 Milliyet, 07.05.1995, p.9,i% Diinyasi: Gumriik Birfii icin Hizlanin”.
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On the other hand, the president of the Turkishrichjuralists
Association,ibrahim Yetkin, stated in December 1995 that thenenuc effects
of the Customs Union would not be as expected. Ydamed that government
assistance to every agricultural firm in Europe wiasut USD 12000, whereas in
Turkey this amount was about USD 28 Dogan Vardarli, the Chairman of
SETBIR (Union of Dairy, Beef, Food Industrialists ando@ucers of Turkey)
also complained about the fact that Turkey suppresdl fundson agricultural
products despite being excluded from the agriceltunanch of the CU and not

being able to take advantage of the related pioteateans®’

However, towards the signature of the agreemeititisms remained
rather limited to those coming from some academsgiaedium and small sized
local producers and labor unions. In those daySIAD was considering the
Customs Union Agreement as an important advantagethe way to the

development miracl&?

In December 1995, the Hdk-Trade Union Confederation published a
survey according to which, 76% of the participamisrkers and trade unionists)
estimated that the unemployment rates would ineréesause of the Customs
Union. Hiseyin Tanriverdi, the vice-president of thak{s asserted that the CU
Agreement would rather serve the EU interests. WVardi underlined that
Turkish SMEs (hiring 57% of the labor force) wouldt be able to compete in

the EU market and unemployment would inevitablyngf&’

Alparslar Erturk, the secretary general of the doniof Chambers of
Turkish Engineers and Architects, asserted in Mdr@f5 that having entered
into the CU without being a full member of the Eléant to admit any decision
of the European capital without having a voice anErtirk added that the
competitive power of the Turkish industry would oEase and external trade

203 Cumhuriyet, 15.12.1995, p.9.
204 Cumhuriyet, 15.11.1995, p.7.
205 Cumhuriyet, 15.12.1995, p.9.

208 Cumhuriyet, 15.12.1995, p.9, “Gumriik Bgilnin Kaygisi daisciye Disti.”
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deficit would increase as a result of the CU Agrertf’” Semsi Denizer,
secretary general of the Tik-Trade Union, also affirmed that unemployment
would increase and the labor peace in Turkey wdadddisturbed. Denizer
maintained that an economic integration with the \Eithout having a voice in
decision mechanisms would harm Turkey’s econontir@sts>®

On the other hand, the Petigrade Union published a research in April
1996, concluding that the CU represented a relaasdor the laborers and the
poor but for the capital groups. The Petiolinderlined that in 1993 industrial
workers’ wages average was USD 2439 in the EU vaseitevas only USD 420
in Turkey. Hourly earning of industrial workers waisout 16.29 DM in the EU,
but only 2.5 DM in Turkey. Similarly, the unioniza rate was about 44% in the
EU and only 12% in Turkey. The Petiglresearch deduced that it would not be
Turkey accessing to the EU but the inverse, siheeEU was ignoring such
issues.?®® In August 1996, the Petrd$- Trade Union prepared pamphlets
explaining that the Customs Union would not bring @ new order but engender
new problems for workers and the poor. It was ulime in the pamphlets that
the Customs Union would offer unfavorable condiioior the low-income

groups and workers though serving to the interafstég capital groups™®

Meanwhile, big capital groups embraced the Customsn even though
they resisted any social reform in order to addat European social system.
Rahmi Koc¢ asserted in June 1995 that expectations fsocial reform were
unfounded on the eve of the Customs Union, sindermeng the working
conditions would lay a huge burden on Turkish indusand damage its
competitive powef’* On the other hand, Feyyaz Berker, chairman offésiden

holding group and president of the TUSIAD’s highviadry board, stated in

27yenj Yizyil, 07.03.1995, p.5.
208 |hid,

209 Cumhuriyet, 08.04.1996, p.9, “PetiglSendikasinin Arirmasi: GBisciler ve Yoksullar
degil, Sermaye Acisindan Kurtutu

210 Milliyet, 20.008.1996, p.6, “Fiyatlar Avrupali, et Tirkiyeli”.

ZL Milliyet, 24.06.1995, p.7, “Uziildiler ama Kizmaahl’
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November 1995 that the Customs Union was a saerdit the way to the full
membership. He told to the press: “I even don't wém think about the
consequences of being unable to be a full membéheoEU.**? However, as
early as 19 November 1993, the BWS, Industrialists and Businessmen
Association of Bursa, indicated in a report on thestoms Union that full
membership could only be a dream since the EU loadidered the Customs

Union as the last stop for Turkéy
4.3 Customs Union: A Step on the Path to Full Mebrership?

Thus, despite many criticisms, “the Customs Uniariose completion
was attached to several conditions, turned intouaia target for Turkey within
a few years time in the first half od the 1990sthHa 1970s, the EEC integration
as a whole was a question of debate in Turkeyhénetarly 1990s the question
was whether Turkey should complete the Customs Jnith EEC before the
realization of full membership or not. More interegly, towards the signing of
the agreement in 1995 the question turned out tthvéwe Turkey could convince
the EU to sign/approve the Customs Union Agreemiérit@ public opinion was
manipulated in favor of the Customs Union whichtlie mean time became a

prerequisite for Turkey’'s EU membership.

Cinar Ozen however emphasizes that the Commissiogport on
Turkey’'s membership application did not includeamy part the assessment that
the completion of the Customs Union would leadhe beginning of accession
negotiations or that it would enable the realizatig full membershig™* Ozen
considers the Commission report issued in Decerh®®&® as a document which
put an end from the European point of view to déis@ns concerning Turkey’s

full membership. According to Ozen, after 1989, tBE’s purpose was to

22 Cumhuriyet, 21.11.1995, p.9, “AB’ye tam (iye olanaamm sonuglarini diinmek bile
istemiyorum.”

3 Milliyet, 19.11.1993, p.5:Guimriik Birligi'nden 6tesi hayal.”

24 Cinar Ozen'Turkiye — Avrupa Toplulgu Gumriik Birlgi ve Tam Uyelik Sureci Uzerine

Etkileri”, Ceylan Kitabevi, 2002, p. 123.
59



maintain relations with Turkey within the framewortf the association

relationship, distinct from full membersHip

In December 1994 at the Essen Summit, the EUymetlits “Strategy to
prepare for the accession of the associated cesntf Central and Eastern
Europe®® These countries were referred as candidate cesntiiho were
preparing for full membership in the report of tBeropean Council. However,
Turkey was only mentioned under the “MediterranPaticy” paragraph of the
report. Accordingly, the Council had decided “tanclude the negotiations with
Turkey on the completion and full implementationtttd Customs Union and to

reinforce the relations with this partnér”.

In fact, this attitude of the EU became more ewide the following EU
summits. At the Cannes Summit in June 1995, Tuvkay mentioned within the
same paragraph as Tunisia, Morocco, Israel, Egigrjan and Lebanon. The
Council simply welcomed “the closer ties betweer tBuropean Union and

1218

Turkey™ ™™ and emphasized that the Union intended to “imphantige Customs

Union with Turkey as part of a developing relatioipswith that country?*°

In the meantime, the real surprise for Turkey camg with the
Luxembourg Summit which took place in December 188d which was very
significant for the future of the Union. In this @mit, Turkey was clearly
excluded from the envisaged enlargement processtlamdEuropean Strategy for
Turkey” was handled under a separate fitfdn view of Turkish dissatisfaction
with the stand adopted in the Summit, in Decemi9&91the Helsinki European

Council granted Turkey with “candidate country”tata Cinar Ozen emphasizes

215 |bid., p.124.

2% University of Pittsburgh, Archive of European Igtation, Essen European Council, p.20.
http://aei.pitt.edu/1447/01/Essen_Dec_1994(pdtess on 05.02.2011).

27 |bid., p. 27.

218 University of Pittsburgh, Archive of European Igtation, Cannes European Council, p.14
http://aei.pitt.edu/1446/01/cannes_june_1995(pdEess on 05.02.2011).

219 pid., p.10.

220 http://www.consilium.europa.eu/uedocs/cms_datadtimessdata/en/ec/032a0008. lifkacess
on 09.02.2011).
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that despite optimistic reactions in Turkey, thewncandidate status did not
differ greatly from the status achieved in 1989cdling to Ozen, the already
acquired candidacy status of Turkey was taken énLilxembourg Summit and
given back in Helsinki?* The EEC/EU determined a strategy for Turkey which
did not change ever since the adoption of the Matpackage at the beginning of

the 1990s: “Customs Union + Cooperation iss#és”.

It is remarkable that although the preamble of Amkara Agreement
provided clearly the aim to “facilitate the accessiof Turkey to the

Community®?®

, the 1/95 Customs Union Decision did not contasingle word
about Turkey’'s EU accession. In this regard, statémof the President of the
European Parliament right after the approval of Gustoms Union Agreement
are noteworthy. Klaus Hansch asserted in Decem@@s fhat the completion of
the Customs Union did not change the EU’s decigiat®89 about Turkey’s full
membership. Hansch underlined that the CustomsHrJwias neither the final
stop in EU-Turkey relations, nor a step towardsk&yis full membershig?*
Faruk Sen, the director of the “Zentrum fir Turkeistudieflurkey Research
Center) in Essen, stated that “the non-existendtkeomembership perspective in
the Customs Union Agreement had been put downédrrehords of the EU®,

In March 1995, two days after the signing of thestdms Union Agreement, the
De Standaardhewspaper in Belgium noted that Turkey's EU mersitigr was
not brought to the agenda of the Association Cdwarad that it would probably

not be possible to have this issue on the agentteinear futuré®®

221 Cinar Ozen‘Turkiye — Avrupa Toplulgu Gumriik Birlgi ve Tam Uyelik Sireci Uzerine
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Harun Arikan considers the CU as a mechanism fe¢ EU's
“containment policy for Turkey” and points out tfaet that the EU “avoided any
direct reference to the effect of such an agreer(@bf) on the possibility of
Turkey's membership??’ Moreover, Arikan underlines that “there [was]
inconsistency between the EU’s policy towards Turled its policy for the
CEEC’s”. Contrary to the EU policy towards the CEE@hich was explicitly
linked to their preparation for the EU’s internahrket, the EU policy towards
Turkey lacked either “a clearly defined accessitvategy” to support Turkey’s
preparation for the EU market, or “a sufficientaintial and technical support to

achieve this?®

Fernanda G. Nicola makes the same point and agset although the
EU launches cross-border projects and pre-accessttistributive schemes in
order to support the economies of its future mes)beurkey was never provided
with “access to such pre-accession financial aiedtber forms of cooperation
projects” despite the Customs Union.

Mehmet gur developed a different approach on the issuerdpyirag that
the EU's failure to underwrite part of the riskss@sated with Turkey's
convergence or failure to converge with Europeamddrds have generated an
anchor/credibility dilemma which produced a peauliasult: Turkey became
economically more integrated with, yet politicaltyore detached from the EU
when compared with the associated countries of r@eand Eastern Europe

which are EU member states at preséht.

2T Harun Arikan, “Turkey and the EU — An Awkward Catate for EU Membership?”, Ashgate
Publishing Limited, 2003, p.81.
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460X, Vol. 24, Issue 4, 2009, p. 753
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Michael Lake, the EU’'s Ambassador to Turkey stadtethe International
Herald Tribune in 1997;

“The Customs Union created misconceptions on baéssiThe European side
felt that Turkey would be preoccupied with makibhgvork and not press for full

membership for the time being, while Turkey hadrigconception that the Customs
Union was a stepping stone towards full memberghipe next year or w3t

At the end of 1996, when the Turkish side begampiaining about the
negative effects of the Customs Union and the exmfuof Turkey from the
enlargement process, Martin Schulz, a member oSteeal Democratic Party of
Germany and of the European Parliament, made kingfrstatement. Schulz
asserted that nobody within the EU had considdredCustoms Union as a step
for full membership. According to Schulz, the latteas either Turkey’'s own

perception or a way of distorting the public opmfd?
4.4 What was told to the Public?

On the other hand, in March 1995, Turkish newsma@gmounced the
signing of the 1/95 decision with enthusiastic hieed: “We are Europeans
now"?* “The signature which has ushered a new?ta“The most important
step on the path to full membersHip” “A dream of 100 year$®. In fact,
according to a survey conducted by Piar Gallup985] 65% of Turkish people
were supporting the completion of the Customs Uniith the EU*". However,
45% of them expressed a positive opinion just bseedhey thought they would
be able to buy high-quality products cheaffyThe Turkish public was not

%1 nternational Herald Tribune, 24.02.1997, citedHarun Arikan, “Turkey and the EU — An
Awkward Candidate for EU Membership?”, Ashgate Rlidhg Limited, 2003, p.82.
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aware of the fact that they would pay the lossa@fto the customs. A number of
resolutions including the increase of the consuomptax on fuel-oil and the rise
of the VAT on motor vehicles were promulgated i tBfficial Gazette on
30.12.1995. The elimination of customs duties oparts were compensated by
significant increases on consumption taxes. Fdante, taxes on gasoline were
increased from %85 to 190% and taxes on heatingeié increased from 25%
to 45%2%° Moreover, the special consumption tax was levied only on
imported but also on domestic products since ther&duilations did not allow
tax discrimination against foreign products. Besidlee levying of additional
taxes, price hikes also negatively affected conssimbudget since price
determination by the government was not allowedeurtde Customs Union. At
the beginning of 1996, bread prices raised twidhiwi38 days, using the CU as
an excuse. The price of bread increased from 7HO®Nn July £, 1995 to
13.000 TL on January 19199624

In January 1996, the Undersecretariat of Foré&rgule published a list of
the commodities which would be sold at lower pricke to the CU effect.
Accordingly, prices of fancy goods such as billgatdbles, hunting rifles, blank
firing guns, ornamental fishes and wigs would bereased but prices of
domestic appliances and automotive products woatdoe affected even if the

special consumption tax was ignoréd.

On the other hand, Ridvan Budak, the presidemi8K stated in March
1996 that the CU was the first step towards theopesin social model. Budak
asserted that the CU meant insurance to workers vamuld not obstruct

unionization?*?

Actually, that kind of misinformation was widelyrculated in those years

in order to convince the public that they would &f@nfrom decreasing prices,

2% Official Gazette, 13.01.1996, Res. No. 95/7688.
249 Milliyet, 09.01.1996, p.7, Perihan Cakitiia, “Istanbul’da ekmek 13.000 lira.”
241 Milliyet, 06.01.1996, p.7Sule Yiicebiyik, “Avrupa’nin Ivir Zivir Ucuzigu”.
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employment opportunities and other EU citizenskgpts in the short term. The
IKV published several notices on popular newspapersrder to inform the
public about the Customs Union Agreement. It wagiad in the notices that the
Ankara Agreement constituted the most importané@grent in the history of the
Turkish Republic after the Lausarfie The IKV told to Turkish people in a
childish tone that if the Customs Union would na bompleted in time,
Turkey’s “opponents” would be happy and would cldirat Turkey was not yet

a contemporary civilized countf?* In the days subsequent to the signing of the
Customs Union Agreement, the stock market brokerteafter record”.
Politicians and bureaucrat competed for recognition as the “conqueror of the
Customs Unior™*’ especially after the European Parliament’s approfiahe

Agreement.

It was remarkable that even the Religious Afféh@gministration gave
support to the signing of the Agreement. Dr. Niyildahveci, an expert working
for the Religious Affairs Administration, stated 1994 that “practices such as
the Customs Union are based on the views of OrherCaliph” and that the

Customs Union was appropriate to their understandfreconomic$*®

Tansu Ciller also incorporated a religious aspetct her propaganda and
asserted in October 1995 that Turkey would “joia ustoms Union with the
sound of Azan, rising skyward®? On the other hand, the Wall Street Journal
wrote in December 1995 that Ciller was using thest@ms Union for her

electoral campaign in order to come to power agHidctually, in July 1995

243 Milliyet, 10.05.1995, p.4“‘Avrupa Birli gi'ne Dogru”.

244 Milliyet, 02.08.1995, p.6 Tiirkiye'nin Tercihi: Avrupa Birligi”.
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Ciller asserted in a meeting of thKV General Assembly that the Customs
Union would prevent a regime shift in Turk&y This claim was part of the

DYP’s political propaganda for the 1995 generatidas.

However, Abdullah Giil, by then an MP of the Wedf&arty°>, made a
speech in the Parliament on 8 March 1995 and harshticized the CU
Agreement. Gl stated that the Agreement went betygosimple Customs Union
issue, and that Turkey was “placed in a shantyha hackyard of the EU’s
chalet.”? Guil added that although the Agreement referrea ¢oucial decision,
the text of the Agreement was not circulated to pagdiamentary panels and
political parties who had to procure the Agreemieamn other source$’ Gill
maintained that the latter was led by the fact ttie government did not want to
inform the public about the content of such an ler@ed and unfavorable

Agreement*®

45 European Parliament’'s Approval of the 1/95 Desion and

Legal Discussions on the Issue

The Customs Union Agreement was signed on 6 Md@85 and
approved by the European Parliament on 13 Decerhb85. However, the
Customs Union Agreement was considered by the Shrkduthorities as a
decision of the “Association Council” establisheddn international agreement
recognized by the EU and Turkey (the Ankara Agredgineand thus it was
neither approved by Turkish Assembly nor ratifiegd the President. As a

consequence, it was not published in the Officiat&te.

%1 Milliyet, 01.07.1995“GB rejim degisikli gini engeller.”
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However, Kemal Bgar maintains that granting the Association Council
with such a power (to sign such a comprehensivewékout the consent of the
Parliament) was against the principle of “non datem of legislative power” in
the Article 7 of Turkish Constitution. According Bsslar, the 1/95 decision was
an unconstitutional document which must be declaedull and invalid>®
Moreover, given that the decision had an economit @mmercial character
and concern rights of private persons, it shouldehbeen published in the
Official Gazette. Thus, what was done violated #récle 90 of the Turkish
Constitution (about the signing and implementatiasf international

agreementsj>’

Paradoxically, the 1/95 Decision of 6 March 19®as issued by the EU
as a “draft decision” which should be consultedtiy European Parliament in
order to give its assefit® Sevin Toluner suggests that, as a consequence, the
decision was considered by the European Union asew international
agreement® Nilgiin Arisan shares the same point of view anglerizes that
the CU Agreement can not be considered as a birtdinigion of the EU-Turkey
Association Council since it has introduced new agmgnents for Turke$°
Erol Manisali also agrees that the approval oflif®® Decision by the European
Parliament exposed the fact that the EU considdresl decision as an
international agreement; which was a very significstep since it was the first
time an Association Council decision went througl European Parliameftt.
In fact, the 1/95 Association Council Decision wed the natural outgrowth of
the process which had begun in 1963 and the El&mpesf to consolidate its gain

via the approval of the European Parliament.
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Harun Arikan also points out the fact that the enhbf the Customs Union
showed clearly how “the agreement amount[ed] ts ksn what the original
Ankara Agreement envisaged”. According to Arikate*Customs Union [was]
limited in the sense that Turkey [was] excludedrfreome of the crucial aspects
of the EU’s single market” such as the areas oicaljure, services and free
movement of persons, “which [were] all componentsth® European single
market...”?®? In this regard, it might be possible to argue thatCustoms Union

Agreement broke the link established by the Anlkegeeement.

Claudia Roth, the President of the Green Groupthe European
Parliament asserted in 1995 in a statement to tleemé&n Tageszeitung
newspaper that she had argued against the sigmng@ustoms Union Agreement
with Turkey. However, the Commission of Externald@ens had told her that
she should not raise her voice since it would bd tkmmake Turkey sign such an
advantageous agreement for the EU in the fiftir@®aniel Cohn-Bendit, a
German politician and a member of the Europeandpaent, affirmed in 1995
that the Customs Union was a “bad present” for &urkince she would not be
able to make use of the political facilities of tdeion although she would suffer
economically’®* Before the approval of the Agreement in the Euaope
Parliament, European industrialists engaged inywigbactivities before the EU
governments. Helmut Oswald Maucher, who servechasChairman and Chief
Executive Officer of Nestlé SA from June 1990 t®Z9asserted in 1995 that the
industrialists of the European Round Table (ERT¢&®med that the completion
of the Customs Union for Turkey would be beneficial order to increase

Europe’s competitive powéf>

It is remarkable that the EU’s political demandsltiplied and became

prominent after the signing of the 1/95 decision Taykey. Although the EU

%2 Harun Arikan, “Turkey and the EU — An Awkward Catate for EU Membership?”, Ashgate
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authorities were very determined to complete thet@us Union, the period
between the signing and the approval of the Agre¢émdtnessed a lot of
political pressure from the EU towards Turkey. Ailtigh the Customs Union
Agreement involved considerable responsibilities Tarkey in return for the
simple removal of quotas on Turkish textile andhalog products, the European
authorities tactically adopted a reluctant attituderards the completion of the
Customs Union at the end of 1994. They stipulataeal conditions regarding
Turkey’s legal system and terror problem to apprtive Agreement in the
European Parliament. Within this period, the unnghess of the EU
strengthened the perception of the Customs Uniora dy agreement for

“Europeanization” in the eyes of the public opinianTurkey.

In September 1995, Carnero Gonzales, the EU ragypoon Turkey, made
a visit to Ankara. Gonzales made a statement t@tées and underlined that the
imprisoned DEP deputies should be released andittide 8 of the Turkish
anti-terror law should be amended for the appro¥ahe Customs Unioff® In
March 1995, Turkey launched a cross-border operatito northern Iraq to hit
the bases of the outlawed PKK terrorist organirati@he operation was
reprimanded by the European Parliament, and Alajppd, the President-in-
office of the Council of the EU, stated that thee@tion could endanger the
completion of the Customs Uniéf. Similarly, Klaus Hansch, the European
Parliament’s President, asserted in March 1995itmatovements on the subject
of human rights were required from Turkey for thppmval of the CU
Agreement® Ridvan Karluk underlines that there was no linkagéveen the
completion of the Customs Union and issues like at@atization and human
rights and that the interference in internal affanf Turkey would continue

unless Turkey reacted’

2% Milliyet, 15.09.1995, p.19, “Giimriik Bigi igin Ug Sart”.
%7 Cumhuriyet, 24.03.1995, p.1, “Kuzey Irak Harekatimriik Birligi'ni Tehlikeye Sokabilir.”
28 Milliyet, 08.03.1995, p.17, “AP B#ani: Olumlu Sinyaller Bekliyoruz.”

29 Ridvan Karluk, Avrupa Birligi ve Tiirkiye”, istanbul Menkul Kiymetler Borsasi, 1996, p.403.
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The European Commission submitted a report for opgan
Parliamentarians’ information on the eve of theingtfor the Customs Union
Agreement. The report notified that the EU acquiseghificant economic and
political concessions from Turkey. Moreover, acaogdto the report, the
removal of textile quotas would not be disadvantagefor the EU since Turkey
would have to make export restriction agreementl wiore than 50 countries
and thus the EU would be protected from low-ccadef°

In December 1995, right after the approval of @ig¢ Agreement in the
European Parliament, Jacques Santer, the Presifitie European Commission,
attended a popular political TV programme (32.ganjurkey. Santer stated that
the Customs Union Agreement could not be subjecretmegotiation since

continuity was important in international relatidris

In fact, the EU member states had never been stgaia signing/approval
of the 1/95 Decision. However, after the signingtted Agreement by Turkey,
they took a hesitant stand and became much morard#ng. This strengthened
Turkish politicians’ ongoing efforts to promote tBeistoms Union as a national

victory.

Philip Robins underlines that “[flrom the beginnia§1995, the EP started
to come under tremendous pressure from the Cononissid member states to
adopt the Customs Union. Euro MPs were subjectntangensive campaign
which carried both personal inducements and theathrof institutional
penalties...The Commission also initiated a vigoroeglia campaign in the EU
in support of the CU...the arguments ...were that thev@as in the EU’s best

material interests and the EU’s leverage over Aakarthe area of human rights

270 Cumhuriyet, 23.12.1995, p.9, Ozgirr Ulusoy, “GimBiki gi'nin Karanhk Yiizi”.

271 Cumhuriyet, 19.12.19995, p.9.
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could only be sustained if there was a successiatlasion to the Customs

Union.”"?

Moutos and Adam maintain that there was no appdaek of political
support from the European side for the EU-Turkeyst@ms Union. They
conclude that “the main beneficiaries of the EUKByrCustoms Union (mainly
but not exclusively the firms in the North of th&JEhad already reaped most of
the benefits due to the preferential access that @J afforded to their
products®”®. As a consequence, the technologically sophistitatountries
would probably “see no significant further benefitsm Turkey’s full accession
to the EU®™,

In 1996, Eric Route, France’s ambassador to Tyrk&ted that Turkey
gave important concessions in order to sign aniuaffreement. According to
Route, Tansu Ciller could not dare to negotiateesishe was concerned about
the incoming elections. Route underlined that th¢ feeded a market and
abundantly obtained what had been desifed.

4.6 Economic and Political Impact of the Customs Unn

There is a broad literature in economics abouttthde effects of the
Customs Union on Turkish and European economiespii@ethe existence of
evaluations deducing some partial benefits for €yrkhere is a general consent
among academics that the overall consequencexdf/&b Decision have been

to the detriment of Turkey.

Ziya On maintains that from a purely economic point ofwjethe

rational strategy for Turkey in the post-Cold Waa &ould be to optimize the

272 phjlip Robins, “More Apparent than Real? The IntpEfche Kurdish Issue on EU-Turkish
Relations”, The Kurdish Nationalist Movement in tt890s edited by Robert Olson, The
University Press of Kentucky,1996, p.128.

273 Antonis Adam and Thomas Moutos, “Turkish Delight Some, Cold Turkey for Others? The
Effects of the EU-Turkey Customs Union”, CESifo Wiog Paper No.1550, 2005, p.31.

2 |bid., p.1.

275 Anil Cegen, “Tiirkiye’nin Avrupa Macerasi”, Fark Yialari, Ankara, Ocak 2008, p.421.
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“benefits of geographic location by developing easlations with all the major
blocs that Turkey interacts with, without necedgadeveloping a complete
economic and political union with any particularob!?® According to Onj,
Turkey’'s EU accession was neither a necessary ufficisnt condition for
attaining economic developmefif. In 1996, On§ asserted that the Customs
Union was the worst option for Turkey’s integratitnthe EU, and Turkey had

lost her autonomy on trade polit¥.

In October 1995, 46 professors from 8 differentvarsities published a
memorandum on the 1/95 decisfdRAccording to this memorandum:

- The Customs Union decision was not a result efAhkara Agreement
since what was scheduled for 1995 was full memigersfurkey should have
signed a free trade agreement with the EU in tlse cd non existence of full

membership.

- In the Essen Summit in 1994, the EU had alreaglgladed its future

members and Turkey was excluded from the enlargepreness.

- Turkey was deprived of her autonomy on trademegand the Customs

Union Agreement restricted Turkey’s economic relasi with third countries.

- The agreement was unbalanced and included ssngdgel commitments
from Turkey which would cause serious problemsimfuture relations. The 16
article and articles from 53 to 64 were imposstblee implemented by Turkey.

- Turkey had assumed responsibilities of a membate svithout being
provided with full membership rights. Moreover, shad to recognize the
priority of EU law above the Turkish laws in spiEbeing completely excluded

from the law-making process.

278 7iya Onk, “Turkey in the Post — Cold War Era: In Search oéhdity”, Middle East Journal,
49:1, 1995 Winter, p.48.

27 bid.

278 Milliyet, 19.06.1996, p.225ahin Alpay-Niliifer Kuya, “Globallesmenin Firsatlarin
Kullanalim.”

219 Milliyet, 24.10.1995, p.7, Zehra Giingor, “Bjié, Akademik Muhtira”.
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In December 1995, Yahya Sezai Tezel commentedftirathe first time
in history, a state agreed with its free will to faéhbject to the political will of an
inter/supranational body from which it [was] exahad®®° In fact, the point made
by Tezel corresponds to the most problematic featfrthe Customs Union
Agreement which was persistently criticised by mamgademics such as

Manisali, Karluk, Toluner and Bhar.

Erol Manisall asserted in 1996 that the approvahe 1/95 Decision by
the European Parliament would lead to the remokguotas on Turkish textile
products and a financial contribution from the EtJabout 3.2 billion dollars
within 5 years, most of this amount being in tharfoof credits. Yet, the price
paid by Turkey in return for these minor concessiavas irredeemabfé!
According to Manisall, the iBarticle of the CU Agreement dictated the scope of
Turkey's external relation®? The first paragraph of the Article 16 provided:
“With a view to harmonizing its commercial policyittv that of the Community,
Turkey shall align itself progressively with theeferential customs regime of the
Community within five years as from the date ofrgmto force of this Decision.
This alignment will concern both the autonomousimeg and preferential
agreements with third countries. ... The Associat@ouncil shall periodically
review the progress made.” The Article 54 of therégnent determined laws
which would be enacted by Turkish AsseniBlyproviding that “[l]n areas of
direct relevance to the operations of the CustomsJ...Turkish legislation

shall be harmonized as far as possible with Comiplegislation.”

Moreover, the Article 64 (66) states that “Thewps@mns of this Decision
...shall be interpreted for the purposes of theirlemgentation and application to

products covered by the Customs Union, in confogrmitith the relevant

20 Milliyet, 14.12.1995, p.22, “Giimriik Bigi'nin Sonrasi Daha Onemli™Tarihte ilk kez bir
devlet, icinde bulunmagli bir devletlerarasi ve devletlerlistl vanh siyasi iradesine tabi olmayi
kendi 6zgur secimiyle kabul etmektedir.”

2L Erol Manisall, “Gluimriik Birlgi'nin Siyasal ve Ekonomik Bedeli”, Bgam Yayinlari, Ocak
1996, p.65.

%2 |bid. p.66.
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decisions of the Court of Justice of the Europeamm@unities.” Accordingly,
Turkey should adhere to the rulings of the Europ€aart of Justice which was
composed of judges from EU member states who repted EU’s national legal
systemg*According to Manisali, the CU Agreement was proldémbecause
the Customs Union was not a separate body but gp@oemt of the EU as a
whole. The latter entailed Turkey’'s subordinationtiie EU policies on a large
spectrum of policy areas including trade, econompitary, political and legal
affairs. Manisall concluded that the system buidhe 6 March Agreement was
unbalanced and single-sided since Turkey was seppmsimplement decisions
taken by a decision-making body from which she ersluded?® Aylin Ege
also concludes that the non-achievement of the mudmbership and the
continuation of the existing Customs Union regimeuld be excessively
bounding for Turkey’s relations with the third coues.

On the other hand, Umit Ozglanaintains that from the perspective of
international law, the Customs Union Agreement ghaururkey into a new kind
of colonial relationshig® According to Ozdg, the CU Agreement constituted a
concrete example of the “voluntary and cooperativeerialism™®’ described by
Robert Cooper, a senior British diplofffdt Anil Cecen shares with Ozglghe
view that the Customs Union Agreement led Turketo ia colony status
regarding its relations with the B Cecen considers the CU as an imperialist
practice of the EU which was an important anchdhwhe IMF and World Bank
in the implementation of neoliberal policies in Key2

284 http://europa.eulinstitutions/inst/justice/inder. lem (access on 28.02.11).

285 Erol Manisall, “Glimriik Birlgi'nin Siyasal ve Ekonomik Bedeli”, Bgam Yayinlari, Ocak
1996, p.71.

28 Omit Ozdag, “Turkiye — Avrupa Birlgi iliskileri”, ASAM Yayinlari, Agustos 2003, p.89.

%7 The Observer, 07.04.2002, “The New Libdraperialism”
http://observer.guardian.co.uk/worldview/story/G&1,680117,00.htm{lAccess on 01.03.11).

288 Robert Cooper is also Tony Blair's foreign poligyu. His article is based on the belief that a
new colonialism can save the world.

29 Anil Cegen, “Tiirkiye’nin Avrupa Macerasi”, Fark Yialari, Ankara, Ocak 2008, p.330.
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The DPT prepared in June 1994 a report entitled A&sessment of the
Situation Regarding the Relations between Turkeyd ahe European
Community®®’. The report provided a short summary of the EUk&urrelations
and made reference to the recent developments5fhechapter of the report
was concerned with the “problematic issues” in therent relations. The first
part of this chapter was allotted to the critiqdielorkey’s commitments arising
from the CU Agreement. The DPT maintained in ifgoré that the adoption of
the EU legislation by Turkey was a considerablybpgmatic issue unless Turkey
would be a full member of the EU. According to tteport, not only such a
commitment did not exist in the Association Agreeaiseit would also restrain
the legislative power of the TBMM. Moreover, anatheontroversial point
referred to the fact that Turkey should adhereh® rulings of the European
Court of Justice regarding the interpretation ef BU legislation which would be

adopted by Turkish domestic law.

The second part of the"Schapter dealt with the EU’s unfulfilled
commitments. Accordingly, since 1980 the EU hadorgd its financial
engagements towards Turkey although some Meditararcountries having
preferential trade agreements with the EU had vedesignificant monetary
assistance. On the other hand, thé" 38ticle of the Additional Protocol

providing for the free movement of workers was it into practice.

The report also criticized the proliferation ofriariff barriers to Turkish
exports such as the voluntary export restraint eagests and anti-damping
investigations despite the increasing concessiovengo some Mediterranean
and East European countries. The most strikingtpoade in the report was the
ambiguity about Turkey’s accession to the EU amdetkclusion of Turkey from
the decision making mechanisms which would direaffect her trade regime,

economic policies and legal infrastructure.

21 Erol Manisall, “Hayatim Avrupa 2 - Askeri Darbed8ivil Darbeye”, Cumhuriyet Kitaplari,
2009, pp.219-235.
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The DPT report criticized the Customs Union in abjective and
diplomatic manner. However, the Turkish public rémed largely unaware of the
existence of such a report. The Gozlem newspapatevim December 12 1994
that the DPT report was shelved, apparently bectnesgovernment authorities
did not like its finding$™

Analyzing the economic effects of the Customs Unisn a very
complicated task since there are other factorsriboting to the evolution of
trade statistics or any other data. However, varieecholars share the view that
liberalization of trade between unequal partnersuldiolead to substantial

negative development outcomes.

Marina Lohrmann suggests that the Customs Unignhlad an important
impact on Turkish economy and influenced the largateconomic development
of the country by affecting the production struettif According to Lohrmann,
although there has been a significant growth ideaetween the EU and Turkey
since 1995, Turkish exports have not increased wshras the imports from the
EU. The latter has resulted in a rising Turkisldéraeficit after the establishment

of the Customs Unioft*

In fact, in 2010, Turkey’s annual foreign traddiceexceeded USD 71
billion and the proportion of imports covered bypers remained at 61%8°
This proportion was above 100% in 1930s and 40s7886 in 1994 The first
graph below shows the evolution of Turkish tradécitesince the year 1996,

when the Customs Union Agreement was put into mect

22 Gozlem, 12.31.1994, “DPT Raporu Hasiralti Edildied in Erol Manisali, “Hayatim Avrupa
2 - Askeri Darbeden Sivil Darbeye”, Cumhuriyet Kikari, 2009, p.171.

293 Astrid — Marina Lohrmann, “Development Effectstié Customs Union between Turkey and
the European Union: Catching-Up--Or the HeckschilirOTrap?” Russian and East European
Finance and Trade, July-August 2000, v. 36, isp.2k.

294 bid., p.30, p.31.

2% Tyrkish Statistical Institute, http://www.turksiov.tr/VeriBilgi.do?tb_id=12&ust_id=4
(Access on 10.03.2011).
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Table 8: Turkish Trade Deficit (1996-2010)

Trade Deficit
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The relative improvement of the trade balancedf12and 2009 can be
explained by the effect of the economic crisis.

The second graph shows the trade deficit of Tutketyveen the years
1973 and 2010, which allows to differentiate thentr before and after the

Customs Union.

Table 9: Trade Balance of Turkey (1973 — 2010)

Data Source: www.turkstat.gov.tr

Trade Balance of Turkey 1973-2010
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Lohrmann asserts that especially the textile sgutmducers were hopeful
of raising their exports since textiles and clothproducts were suffering EU
restrictions after 1971. Nevertheless, the expectatof the Turkish clothing
industry were too high given that “even before tbestoms Union Turkish
clothing exports did not fulfil the quota$”.

Lohrmann maintains that as a result of the Custdngon, labor-
intensive sectors have lost their importance, waeereapital-intensive sectors
have enhanced their positidfi.Nonetheless, she underlines that “all the positive
outcomes have only appeared in the private sethar public sector has suffered

from declining production and declining employm&fit

Lohrmann concludes that in the Customs Union, hage the case that
imports from Europe rose enormously, but exportd dot*°°. Moreover,
“Turkey’s revealed comparative advantage towardsgtropean Union in travel
goods, clothing and especially footwear has redliaebig decline®®oOn the
other side, the EU-27 has an increasing tradeitleficch had reached a level of
105.5 billion Euros in 2008.

297 Astrid — Marina Lohrmann, “Development Effectstié Customs Union between Turkey and
the European Union: Catching-Up--Or the HeckschilirOTrap?” Russian and East European
Finance and Trade, July-August 2000, v. 36, isp.230.
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Table 10: EU’s Trade with the World

EU's Trade With the World
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Table 11: EU’s Trade with Turkey
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The EU has run trade surpluses in its trade wilkkdy, amounting to
EUR 19 billion in 2010. This point has also beexigsaged in the report prepared
by the DPT. In the  and final chapter of the report, the fact thatKeyts
imports from the EU have been growing at a fastarepthan its exports to the
EU, was underlined. According to the report, in 399e EU recorded a surplus
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of USD 5.6 billion in its trade with Turkey, a figgwhich was expected to grow

further in the coming year§?

Many empirical and quantitative studies in ecorgatried to estimate
trade creation and trade diversion effé€tsf regional integration agreements.
These two concepts build up by Jacob Viner's pidngestudy (1950) are still
considered as the foundation of the theory of m@gonal economic integration.
Ulusoy and Sézen concluded in 2008 that as a restitte Customs Union, “the
Turkish manufacturing industries experienced trdokersion as it is expected
from Viner's (1950) approach stating that the mership to any trading blocks
with industrialized countries in general harms tharticipating developing

countries in the short-rurr®*

Fernanda G. Nicola analyzed in her article the Huwkey trade
relationship around the process of Yeda Tarim (g&i$hh company importing
spare parts for agricultural and automotive indgstagainst the EC for the
damages resulting from the Customs Union. YedanTamomplained that its
production suffered losses and its imports werenkdr because of the cheap
quality goods entering the EU from the Far E&3Nicola underlines that the
Customs Union created very disparate effects ferBd and Turkey: “While the
European Union imposes unilateral obligations orrk&y and has largely
benefited from the Customs Union, Turkey has saffeeconomic losses as a
result of efforts to comply with trade and legaligations, and Turkey receives

little of the financial help thatthe  European dmnormally grants to its future

392 Manisali, “Hayatim Avrupa 2 - Askeri Darbeden S$arbeye”, Cumhuriyet Kitaplari, 2009,
p. 235.

393 The trade creation effect refers to the replaceémiexpensive domestic production by

cheaper imports from more efficient partner cowstriT he trade diversion refers to the
replacement of cheaper initial imports from lowestcproducers outside the union, to less
efficient producers in member countries.

304veysel Ulusoy and Ahmet Sézen, “Trade Diversiod @rade Creation the Case of Turkey

Establishing Customs Union with the European Uni@iropean Journal of Scientific Research,
Vol.20 No.2 (2008), p. 360.

3% Fernanda G. Nicola, “Promises of Accession: Ress#isg the Trade Relationship Between
Turkey and the European Union”, American Universitiernational Law Review, 2009, Vol. 24,
issue 4, p. 759.
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members™% Nicola further underlines that the EU acknowledgeelimbalance
created by the CU in 1996 and noticed that Turkayigorts on clothing (the
most hopeful sector) from the EU increased by 13®061996>°" Nicola
concludes that “[o]ver time, the promise of Turkistcession to the European
Union has burdened Turkey much more than Brusael$,has led to Ankara’s

receiving fewer benefits than anticipatét®”

In fact, although the Turkish industry needed addal protection in
order to compete with the more advanced industigbe EU, the period after
1995 has witnessed the imposition of practicesawof of EU imports. For
instance, the Common Customs Tariff Alignment fome sensitive goods such
as motor vehicles, shoes, bags for cement andiZers, porcelain table wares
were postponed for five years, to be completed Jatuary 2001: “By way of
derogation from Article 13 and in accordance withidde 19 of the Additional
Protocol, Turkey may retain until 1 January 200%tems duties higher than the
Common Customs Tariff in respect of third countfi@sproducts agreed by the
Association Council®® In fact, these goods were rather EU’s sensitivedgo
and the postponement was not a concession but rthadvantage for the EU.
By this way, Turkey continued to apply a tariff @ls third countries higher
than the CCT, which implied a margin of prefererfoe imports from the

European Union during these 5 years of postponeffint

Another issue is led by the fact that Turkish egtural products were
excluded from the Customs Union and have remaindgiest to EU quotas.

Despite this exclusion however, Turkey had to uestire its agricultural policy

3% Fernanda G. Nicola, “Promises of Accession: Ressiisg the Trade Relationship Between
Turkey and the European Union”, American Universitiernational Law Review, 2009, Vol. 24,
issue 4, p. 741.

397 |bid. p. 7686.
3%8 | bid. p.768.

309 Ministry of Foreign Affairs official website,
http://www.mfa.gov.tr/data/AB//EUAssociationCouri@dcision195CustomsUnionDecision.pdf
Article 15.

310 Aylin Ege, ODTU Gelime Dergisi, “Avrupa Birlgi'nin Ortak Ticaret Politikas ve Tiirkiye”,
26 (3-4) 1999, p.270.
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according to the EU standards. At the end of 1988, EU decreased the
subsidies on meat exports by 45% and evenly ineckéise meat prices. The
result was the Turkish consumers’ subsidizing diyethe EU stockbreedintf*
The Cumhuriyet newspaper reported the event uindetitte “We started to pay
the price for the Customs Union through the meiaept.

The year 1996 witnessed many complaints from dtmesoducers
concerning the first round effects of the Custonméod. It was remarkable that
despite the fact that the textile and clothing stdpgwas the most hopeful sector,
they were one of most complaining sectors. Therota of the ORSA Holding
Group, Ahmet Aydin, asserted in July 1996 that toacessions should be

withdrawn and the EU’s financial commitments mustidfilled.'?

In just a month’s time after the entering intoc®of the CU Agreement,
the chairman of the Textile Exporter's Associatesserted that Turkey would
have to face difficult days since the EU would @bly practice non-tariff trade
barriers. On the other hand, Ali Sait Yuksel unded that for the removal of
guotas on Turkish textile exports, the EU refertedthe WTO lists, which
exclude 49% of the traded products. He added tlha& anti-dumping
investigations are another method of protectiondubg the EU, which are

unlawful practices most of the tim&

To sum up, the Customs Union has not positivellgcéd Turkey’s trade
statistics. Obviously, the current economic coodsi are led by various
determinants such as the global and domestic fiaamnrisis, structural
adjustment problems or modernization. However,hbudd be noted that the

assumption that the Customs Union would promoteottegcoming of structural

311 Cumhuriyet, 18.12.1995, p.9, “Gimriik Bgilnin ilk Faturasi Ete Kesildi.
312 Milliyet, 07.07.1996, p.7, “Hazir giyimde Siyah Ma".

313 Cumhuriyet, 08.02.1996, p.9.
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and other difficulties behind Turkey’s foreign teadelations was an important

motive for the signing of the Agreemeit.

On the other hand, the exclusion of Turkey frora tlecision-making
processes has created both political as well dmiem problems for Turkey.
First of all, the free trade agreements EU had maidle third countries has
constituted a problem since these third counttieBke Turkey, are not supposed
to sign with Turkey trade agreements similar tosththey have signed with the
EU. The crucial point is that even if these cowsrare inclined to cooperate,
Turkey may not have the same expectations witletheegarding her trade with
those third countries. Moreover, the EU has turteedards new competitive
markets which have similar production structureghwiurkey, which suppresses
the already limited advantages of the CU AgreemBmtkey’s position vis-a-vis
the EU has also created some difficulties regardinckey’s WTO obligations.
The WTO panel condemned Turkey for the infringemenits obligations, i.e.
for creating quantitative restrictions to third otnes in order to align its
commercial policy to EU policies regulating the ionpof textiles. Nicola asserts
that this case demonstrated that the Customs Umsncreated “burdensome

obligations for Turkey while the EU continuouslgked accountability**°

The second issue is related to the business vadden. In fact, Turkish
citizens are subject to asymmetric and degradisg vequirements for their
travels to many EU countries. However, in ordertoostrain from the point, the
issue could be simplified to the business visa lerab The elimination of
customs duties remains insufficient in an environtmehere the European
businessmen move freely across borders while thkisfuones encounter undue
time-consuming procedures. This issue has beeredaicany times since the

signing of the Agreement in 1995, and the situatias not changed since then.

314 Okan VeliSafakli, “Gumriik Birligi'nin Tiirkiye’nin Dis Ticaretine Etkisi ve KKTC'ye
Yansimasi Uzerine Retrospektif TablosagBdendirme”, Journal of Social Science, October
2009, Volume II, Number 2, p.145
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Turkey and the European Union”, American Universitiernational Law Review, 2009, Vol. 24,
issue 4, p. 780, 781.
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In February 1996, Zafer @kyan, president of the Chamber of Industry of
Ankara (ASO), asserted that these one-sided visaepures imposed upon
Turkish businessmen were humiliating and inconstsigth the sense of equity
and partnership related to the CU.glggan added that this issue was inducing

unfair competitior?*°

Another issue is engendered by the transportatiariag imposed by the
EU. A substantial part of Turkish exports to the &ld carried by road transport
which is considered as a service and thus, whicltisncluded in the CU. These
guotas remain insufficient and cause serious dities and additional costs for

the Turkish exporters and transport compariés.
4.7 The Agreement’s Effect on the Cyprus Issue

As to the political impact of the CU Agreemente tByprus issue is a
significant question of debate since the probles tawv moved under the aegis
of the EU. The consequences of the CU Agreemetttisnssue are still effective

today and directly influence the reconciliation gess.

Allegations about the existence of a negotiatiotwben the EU and
Turkish authorities on the Cyprus issue with thprapal of the CU Agreement
received widespread media coverage in 1995. Aceglylithe Southern Cyprus
(the Republic of Cyprus) would be given a timetalir the accession
negotiations in return for the removal of the Greeko on the EU-Turkey
Customs Union. This claim has been constantly debie the ruling Turkish
government considering that the Cyprus issue haayal been a delicate matter
for the Turkish citizens. In December 1995, TandleCmade a statement to the
press and maintained that the government had ndermaay concession about
Cyprus. She argued that the Cyprus issue and te®@s Union Agreement had

been discussed as separate matters with the EOriigt®®

318 Milliyet, 12.02.1996, p.7Seref Gguz, “isadamina Vize Ayibi”.
317 Cengiz Aktar, “Allah Uzun Omiirler Versin”, Kritdergisi, Sayi 58, Nisan 2011, p.40.

318 Milliyet, 10.12.1995, p.16, “Ciller: Kibris'ta Ta Verilmedi.”
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On the other hand, the allegation of negotiatippeared on media at the
beginning of the year 1995. Accordingly, the EU hatdoduced a new formula
for the Cyprus issue, referred as the “French féamand based on the full EU
membership of the southern Cyprus on condition @ratece ceased vetoing the
EU-Turkey Customs Uniof? In February 1995, Klaus Kinkel, the German
Minister of Foreign Affairs stated that the Greakoswas lifted. Alain Juppé, the
French Minister of Foreign Affairs affirmed thatl séhe technical reservations

regarding the CU were overconf8.

It is important to notice that the"8Article of the Zurich Agreement
provided that Turkey had the right to “veto on daw or decision concerning
foreign affairs, except the participation of thepRlelic of Cyprus in international
organizations and pacts of alliance in which Gresua Turkey both participate
or concerning defense and securify” Thus, the opening of accession
negotiations for the Southern Cyprus has constitufee violation of an
international agreement, and Turkey has delibgratehounced her rights on

Cyprus.

In March 1995, the Greek Government Spokesman gelas Venizelos
said that a concrete political result was accorhptlis for the first time in
Cyprus®?? In fact, at best the issue has been moved froma¢hes of the UN and
has fallen under the EU tutelage, an entity witivinich Turkey and Cypriot
Turks are voiceless. Karolas Papulyas, the Greakishdr of Foreign Affairs,
stated in the COREPER meeting ifl Blarch 1995 that the agreement reached
about Cyprus was a huge achievement for his codfitrfhe Greek Vice-
Minister for Foreign Affairs responsible for the Eldclared in March 1995, right
after the signing of the CU Agreement, that theyeneery pleased with the

319 Cumhuriyet, 04.02.1995, p.11, Dilek Zapigig “AB’den Kibris formiilii”.
320 Cumhuriyet, 07.02.1995, p.1.

321 Turkish Ministry of Foreign Affairs, http://www.rafgov.tr/documents-agreed-in-the-french-
text-and-initialed-by-the-greek-and-turkish-priménrsters-at-zurich-on-february-11_-
1959.en.mfdaccess on 07.04.2011).

322 Yeni Yiizyil, 04.03.1995, p.9, “Atina’da Bilyiik Sagl.

33 Yeni Yiizyil, 04.03.1995, p.9, “Atina’da Bilyiik Sagl.
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Agreement and that it would open the way for Cyjsrd&J membership. The
Greek Vice-Minister for Media Tilemahos Hitiris memed that they extracted

all they wanted thanks to this Agreement (CU Agreet)?>*

Andreas Theophanous states on this issue thate“[ggreement for
accession talks with Cyprus was part of a deal eraged by the United States,
under which Greece agreed not to veto Turkey'sdbustUnion agreement with
the EU?® The deal was officialized by a press release @édyethe European

Councif?®

“The Council noted that there was agreement suligatonfirmation on the
general political framework for developing futurgations between the European Union
and Turkey (creation of a customs union and othexas of cooperation) and with

Cyprus (message on the opening of accession négota”

David Phinnemore also notes that key to the Customon Agreement
was “a deal providing Greece with a timetable fogp@bt membership of the
EU” and that by this way, “the Greek veto on depetents in EU-Turkey
relations was temporarily lifted’ Manisali also asserts that the EU’s internal
reports prepared in the years 1993 and 1994 opemlyided that having a
Customs Union with Turkey would provide significglitical and commercial
benefits to the EU. The Turkish government’s statets articulating that they
are ready to complete the CU with the EU at allt€gsrovided a unique

324 Milliyet, 07.03.1995, p.14, Tani Berberakis, “AinKibris Dirildi".

32> Andreas Theophanous, “Prospects for Solving ther@yProblem and the Role of the
European Union”, Publius, Vol. 30, No. 1, The Sattédmerican Federalism, 1999-2000
(Winter, 2000), p.222.

326 Council of the European Union, 06.02.1995, 182TeBal Affairs,

http://www.consilium.europa.eu/uedocs/cms_datalpoessdata/en/gena/028a0012.lfarcess
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327 David Phinnemore Association steppingstoneor alternative to EU membership?” Sheffield
Academic Press, 1999, p. 78.
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opportunity to the Greek authorities in order teate an artificial veto on the

issue of CU*?®
4.8 The US Support for the CU

The US encouragement pointed out by Theophanousnaagest due to a
letter sent by the US President Bill Clinton to FarCiller, dated February %2
1995. In this letter, Clinton acknowledged Turkey being helpful and flexible
in the Cyprus issue. Moreover, he added that theswport for the completion
of the Customs Union would continfé.

Obviously, the US encouragement of the EU-Turkegti@ns was not
limited to the Cyprus issue. The US authorities enadirious statements
supporting the completion of the Customs Union leetwthe EU and Turkey.
Warren Christopher, the US Foreign Minister statetadrid in June 1995 that
“we hope that the European Parliament will ratifye tcritically important
customs union agreement between the EU and TurkRB§lhis statement took
place in Turkish media by the news entitled “HigtorSupport from

Washington®**,

Morton Abramowitz, the US Ambassador to Turkeynfr@989 to 1991,
stated in November 1995 that if the completionhef Customs Union was not
realized, Islamists would gain strength in the nekections®? Similarly,
Christine Shelly, the press secretary of the USistiinof foreign affairs, stated
in March 1995 that the decision that was suppoligdhe USA was finally
realized and that it would be beneficial for thealetion of the Cyprus issifé®

328 Erol Manisali, “Gumriik Birlgi'nin Ekonomik ve Siyasal Bedeli”, Bgam Yayinlari, January
1996, p.78.

329 Milliyet, 02.03.1995, p.13, Barcin Yinanc, “ABD’deMektup Var.”

33%\Warren Christopher, “In the stream of history:ihg foreign policy for a new era”,
Standford University Press, 1998, p.283.

31 Milliyet, 04.06.1995, p.1, “Washington’dan Taribestek”.
332 Milliyet, 15.11.1995, p. 20, “Avrupa’ya Kabul Ediek Tirkiyeicin Gerekli.”

33 Yeni Yiizyil, 09.03.1995, p.8, “Giimriik Bigiine ABD’den Destek”.
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Richard Holbrooke is an American diplomat who wasy active in the
signing process of the Customs Union Agreementbtdoke gave an interview
to Milliyet newspaper in 1996 and maintained thae tCustoms Union
Agreement would fail to be signed without the hefphe USA®**

Besides the political and ideological reasonsikine American support
for the CU Agreement, the USA has had sound ecanmandgtives for getting
involved in this issue. The customs duty paid ke/W8SA in its industrial exports

to Turkey fell from 11% to 4% as a result of the Bgreement.

Table 12: Turkey’s Trade with the USA (1996 — 2010)

Data Source: Turkish Statistical Institute
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Moreover, due to the bilateral agreements betvieerEU and the USA,
although the US industrial goods are exported tckdyiat low tariffs, the USA
is now free to implement higher tariffs on Turkishports. The US Minister of
Trade made a statement in March 1996 stating thai@ease is expected in US

exports to Turkey as a consequence of the CU Ageaetir

334 Milliyet, 17.03.1996, p.19, Yasemin Congar, “Hgy Kibris'a Bgli.”

335 Cumhuriyet, 28.03.1996, p.7.
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Ziya Onk underlines that the underlying assumption abo&tAmerican
encouragement for EU-Turkey relations is that Vitsl interests in the Middle
East and Central Asia would be best served by atsnstrategic ally, Turkey,
firmly anchored to the norms of the European Uritf.In this context, the
ideological propaganda conducted in the chaoticogapriere of the early 1990s

was crucial for the creation of the European dreamrurkey.
4.9 What has the Customs Union introduced to Turkis Politics?

Trade liberalization constitutes a major dimenbi urkey’s articulation
to neoliberal globalization. Although this trendshibeen set by the unilateral
measures in the 1980s, the Customs Union has phgeday for the extension of
trade reforms and an export-oriented developmeatesty. It can be argued that
Turkey's commitments under the Customs Union Agre@nserved to lock-in
the neoliberal reforms of the 1980s and paved tlag ¥or very important
modifications in Turkish laws and politico-econonsigstems as unquestionable

requirements of the EU membership ideal.

The Customs Union Agreement which consists of @6les, 16 statements
and 10 annexes mainly provides the eliminationust@ams duties, quantitative
restrictions and measures of equivalent effect et in industrial goods,
between Turkey and the EU. However, there are akvarticles in the
Agreement which provide commitments about Turkeglignment to the EU
common customs tariff and trade policy more geher@rticles 12 to 16) and
articles about the approximation of laws on pratecof intellectual, industrial
and commercial property and on competition rulesclas 32 to 43). The Annex
8 of the Agreement provides ten detailed articleé®ud the protection of
intellectual, industrial and commercial propertghtis. It should be noted that
four articles of the annex 8 make direct referetacéhe TRIPS Agreement and

33¢ Ziya Onk, “Luxembourg, Helsinki and Beyond: Towards an iptetation of Recent Turkey—
EU Relations”, Government and Opposition, VolumelI35ue 4, October 2000, p.475.
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there are many references to the GATT commitmeritsnmthe main body of the

Agreement.

In June 1995, the TBMM (Turkish Grand National &sbly) enacted an
empowering law which delegated the Council of Mimis with the authority to
enact decrees having force of law for 3 months. TB&®M even modified its
internal regulation in order to be able to enattla necessary laws in a short

period of time®®’

The most striking ones of these legislative dexrgere about
patent rights, industrial design and protectiontratlemarks® In July 1995,
TUSIAD praised the government for the enacted decraesd the force of law
and underlined that especially the decree aboutptiaéection of industrial

designs was significant for the CU membersfiip.

Meanwhile, the chambers of pharmacists criticized newly enacted
legislative decrees arguing that consumers wouldatbéhe mercy of foreign
producers concerning drug prices. Erding Kenanreday General of the Adana
Chamber of Pharmacists, mentioned that Italy angirSpequested a transition
period of 10 years and passed the patent law dtdy laeing a full member of the
EU. Kenan added that the result would be an imporitacrease in medicine
prices and Turkey's external dependence on theos&étin November 1995,
TBMM enacted another legislation providing harsialges including prison

sentence for the violation of industrial propeights3**

The accelerated legal reform process subsequéehetsigning of the CU
Agreement was later followed by a much more comgmelve one in order to
meet the Copenhagen criteria. That kind of legsiroeturing reminds Stephen
Gill's “new constitutionalism” approach underlinirte significance of private

property rights secured by laws and protected leydbercive capacity of the

337 Milliyet, 12.03.1995, p.11, “Yasalara Gumriik BiiliGaz!”.

338 Milliyet, 28.06.1995, p.9, “Gumrilk Bigi'ne Yetki Yasasi Dopingi”.
339 Milliyet, 08.07.1995, p.9, “TUSID’tan Hikiimete Ovgir”.

340 Milliyet, 13.07.1995, p.9,itacta Yabancilaribnsafina Kaldik.”

%1 Milliyet, 03.11.1995, p.17, “Patent Yasas! Kabdili.”
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state3#?

Gill maintains that “international agreements omdé and investment
can be understood as reinforcing national and nagjipolicies to restructure the
state and thus lock-in neoliberal reforms politicathereby securing the rights of

investors and property holder¥®

In fact, the Customs Union Agreement was beyondgimaple trade
agreement for Turkey. The choice made in the tertuhtmosphere of the 1990s
opened the way for the introduction of a permaghtanchor in Turkish politics
in order to push legal and economic reforms. Ziyas©laims that ironically the
periodic reports of key international banks andaficial institutions began to
focus at the beginning of the 2000s “on politicavelopments and the
implementation of the political component of thep€ohagen criteria as a means
of interpreting the current state of the Turkishoremmy and conveying
information to potential investord* Onis underlines that the Customs Union
was an important milestone for the Turkish economych has accelerated the
momentum of the trade liberalization process andrimuted to expose domestic
industry to greater external competitiid. Moreover, the process of
transnationalization of major Turkish conglomerates also effectively gained
momentum with the Customs Union Agreem#&fitHoekman and Togan assert
that the CU Agreement has paved the way for an itapb set of regulatory
reforms. The establishment of the Competition Bp#rd adoption of EU rules
on protection of intellectual and industrial prdyerights, the setting up of a

Patent Office and strengthening of internal conformassessment and market

342 Stephen Gill, “Constitutionalizing Inequality atite Clash of Globalizations”, International
Studies Review; Summer 2002, Vol. 4 Issue 2, p.52.

343 Stephen Gill, “European Governance and New Cartistitalism”, New Political Economy
Vol.3, No.1, 1998, p.10.
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surveillance structures were direct outcomes otthraitionality associated with

the signing of the CU Agreemett.

An interesting approach regarding the EU’s eastwaolicies is
introduced by Dorothee Bohle. She argues that depehing and enlargement of
the EU are “promoted by a historical bloc that sekestablish the hegemony of
transnational capital”. According to Bohle, the Bk “exported a more ‘market-
radical’ variant of neoliberalism” to its Easterrarfmers which “serves the
interests of transnational capital, and helps &s@rve the order of ‘embedded
neoliberalism’ within the old EU*® This point of view fits well with the
Turkish case, considering the pace of reforms agdllrestructuring in Turkey.
Bohle underlines that the ERT (European Round Tabladustrialists) lobbied
for the speeding-up of Eastern enlargerif€nan association which also actively

supported the EU-Turkey Customs Union.

347 Bernard M. Hoekman and Siibidey Togan, Turkey, Botia Reform and Accession to the
European Union, The International Bank for Recartdion and Development / The World Bank.
2005, p.xvii.
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CHAPTER V

CONCLUSION

The 1995 Customs Union Agreement signed by the B4l Burkey was
one of the most controversial developments expeei@mn Turkish politics in the
recent decades. Although 1990s began with the sbposition of domestic
producers to the Agreement, an extensive publicpedagn conducted by the
domestic media substantially helped reverse theisms. The EU membership
goal was somehow idealized for Turkish people dmel gigning of the CU
Agreement, which was celebrated with fireworks, wassented as a huge

success of the government.

The thesis has tried to identify the historicals®s behind this shift,
which has essentially served the dominant neolikiatarest and its domestic
allies. This case begs an explanation as this lmeali project has succeeded to
find popular support from a wide range of interast3urkey. Even some of the
powerful labor unions, such as the leftisiSK, have associated the CU with
improved employee rights and social progress, thdaaih were fully illusionary
expectations as the thesis has shown. So how ¥kisvbelming approval to the
CU Agreement could has been assured? Answeringgtmestion requires an

overview of the main arguments of the thesis.

The 1963 Ankara (Association) Agreement was th& filocument where
the EU-Turkey Customs Union was mentioned. It wasidally a framework
agreement that aimed at bringing Turkey into a @uast Union with the EEC
with an eventual membership perspective. In théd436e Europeanization issue
was away from being an economic question for ble¢hTturkish decision makers

and their European counterparts as the primary esonwvas to keep Turkey
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within the Western camp during the Cold War erdl Bdwever the question of

membership was open to interpretation. On the Barkide, it was almost clear
that the association relationship established lkyAhkara Agreement was seen
as a clear stepping stone to Turkey’s full membprdHence, the earlier public

debates on the issue revolved around the quedtiwhether being “a member of

the common market” or not. On the EU/EEC side hake was an open-ended
process since the beginning, a standpoint whiclarbecmanifest by the end of
the 1980s.

The Additional Protocol which was signed on 23 Naber 1970 provided
very clear requirements about the abolishment offfaand quotas within a
timetable as envisaged by the Ankara Agreement.nEtf®ugh Turkey’s
integration to the EEC was not a very popular tapicurkey in the 1970s, many
industrialists and academics spoke out againstAttgitional Protocol boldly,
and warned about its possible negative implicationsthe newly developing
Turkish industry.

In sharp contrast with the unwillingness and sleegtn of the Turkish side
towards the EEC integration at the end of 1970s dwew the military
government after 1980 quickly endorsed the prowedwut any provisions. In
March 1981, the MGK adopted the EEC full memberstsia national objective
and declared that Turkey would begin to fulfill ithrand quota reduction
commitments under the Additional Protocol. The tfingstitutionalization
initiative in order to regulate relations with t&&C was realized via a decree in
December 1982, decided by the MGK on 25 March 19Biis might be
associated with different factors ranging from thgitimacy concerns of the
military regime at best to the comprador characteithe military at worst.

However, this has turned out to be persistentipalipath after all. .

Hence, Turkey’s application for membership to theCEon 14 April 1987
was properly in line with this shift in attitude h& Commission adopted its
opinion on the application on 18 December 1989, #re response was a
diplomatic “no”. However, rather than this negatiesponse, Ozal’s continuing
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pro-CU statement in the day after the “no” decidias complicated the process.
The headlines of Turkish daily newspapers on 19 ebdxer 1989 were
highlighting Ozal sayingWe would go into the Customs Union even if the EEC
does not accept Turkey as a full membétterwards, the ideal of participating
in the Customs Union, which was not an EEC/EU fastin at all, was managed

to be promoted as the new desired national taogéfurkish people.

To understand the reasons behind this apparenbndgtic failure, the
compatibility of the EEC integration process wiliat of the emergent neoliberal
project in the 1980s has to be recalled. The 198p=esented a period of hard
politico-economic transformation for Turkey managdsy the coercive
suppression of all opposition by the military regimThe implemented
programme was indeed the one which had been pcefmrehe Justice Party
(AP) government at the end of 1979. This neolib&asformation which had a
large impact on the developments in the 1990s dmd 2000s had led to
continuous deterioration of macroeconomic fundaaient and high
unemployment rates hitting directly the young pagioh. It is remarkable that
the early 1990s witnessed the largest number iidessrin Turkish history. The
years between 1989 and 1991 are considered a<efttikh of collective action
after 1980 since both public and private sectorkexs were engaged in the
waves of protests. They could manage to organizerakegeneral strikes in the
mid-1990s. Hence, Ozal’s insistence on keeping®RE target as some sort of
national struggle has to be understood by the nytt&nforcing characteristics
of the two processes, namely the EEC integratiom d&he neoliberal

transformation processes.

This however could not help save Ozal for long, amcteased mass
discontent with neoliberal practices eventually tk&zal's Motherland Party
(ANAP) out of government in the October 1991 elmuts, in which Necmettin
Erbakan’s Islamist/conservative RP obtained 17%hefnational vote. The re-
emergence of religion in Turkish politics was akstig development for many in
both Turkey and abroad. Many share the view thatrésurgence of Islamist

revivalism in the 1990s had great significance Tarkey’s efforts to become a
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full member of the European Union. It is howevepartant to notice that despite
all their criticisms, Tayyip Erdgan’s AKP, the inheritor of the RP, turned out to
be a dedicated advocate of Turkey’s integratiothéoEU at least in its first term
in office after the 2002 general elections besttiesParty’s full internalization of
the neoliberal agenda.

The 1990s hence began within such a political apimexe and under the
shadow of the EC’s rejection of Turkey’s full mendiep application. It was
remarkable that in the early 1990s, not only thenestic producers and labor
unions but also important state agencies were spdite completion of an
“incomplete” Customs Union. For them, the realiaatiof the Customs Union
had to be a strategic tool to be attached to theiton of full membership only.
However, this attitude was somehow softened lateennvfor some groups, the
prospect of a target date for full membership wassstuted for the expectation
of full membership. Hence, in the early 1990s,rtte@n question turned out to be
whether Turkey should complete the Customs Unioth whe EEC before the
realization of full membership or not. Towards #igning of the agreement in
1995 the question was once more modified and becdme Turkey could

convince the EU to sign/approve the Customs UnigreAment?”.

The Customs Union Agreement was signed on 6 Ma®&® And approved
by the European Parliament on 13 December 1995das@ment constituting a
new relationship between the two sides though it waither approved by
Turkish Assembly nor ratified by the President urkey. As a consequence, it

was not published in the Official Gazette either.

The Customs Union Agreement involved considerabspansibilities for
Turkey in return for the simple removal of quotasTarkish textile and clothing
products. However, the European authorities adopteather reluctant attitude
toward the completion of the Customs Union at thed eof 1994. The
unwillingness of the EU strengthened the percepdibthe Customs Union as a
key agreement for “Europeanization” in the eyeghef Turkish public opinion
playing to the hands of the government in Turkelijclw was trying to turn the

96



Agreement into a historic national victory with sthterm political interests.
However, behind the scene, the Turkish governmestBsements in favor of
completing the CU with the EU at all costs provigednique opportunity to the
Greek authorities to create an artificial veto e fprocess, and to ensure the
opening of accession negotiations for Southern @ypr return as a concession.

In simple economic terms as well, it was quite ohsi that the Customs
Union was not promising an improvement for Turkeiyidustrial development,
neither for her trade balance nor for the geneoahestic welfare. By the 1/95
Decision Turkey accepted to implement the EU tariff her trade with third
countries which has referred to a huge sacrificedanomic terms even if the
political side of the issue is ignored. It is imstingly remarkable that even
analyses in favor of the CU acknowledge this asytnymehich puts Turkey in a
delicate position. At present, Turkey runs a def€il9 billions of Euros in her
trade with the EU. Even though a major part of Bytk actual trade deficit is
caused by her trade with third countries, many enusts insist on the fact that
the latter is largely due to the unequal tradetiala engendered by the CU
obligations. Moreover, at present there are otb&nas which make the Customs
Union Agreement less effective than a simple freeld agreement such as
business visa problem and transportation quotaserly, many Turkish
academicians and businessman has claimed for thsiore of the Customs
Union®®°, which implies that there are no signs of uptittence, the surrender of
trade autonomy has inarguably been a huge saciificgolitical as well as
economic terms for Turkey and even the economstudies in favor of the CU
Agreement recognize the asymmetry in the decisiaking process (since
Turkey is now completely excluded from this progessd the relative weakness

of Turkish domestic industry under high competition

The thesis has identified the following as theappt explanations of the
absurd obsession of the Turkish governments wighGQbhstoms Union “ideal” at

$00guz Saticl, president of TIM, Hurriyet, 31.07.2008rat Yalgintg, president of ITO, Yeni
Asya, 19.12.2007; Mustafa Kog, #&m, 30.04.2008.
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all costs, the primary of which has been Turkeg$slof all her stakes for the EU

full membership:

* For the EU, the picture has been very clear. AsEEC had already
removed all the custom duties for Turkish industpaoducts in 1971, the
Customs Union Agreement has been an economic isacafly for the Turkish
side as it has allowed the European producerditthe@ products in the Turkish
market without paying custom duties. Moreover, Alggeement has not brought
the EU under any political responsibility vis-a-visirkey given that the text of
the 1/95 decision did not make any reference tb riieémbership, or include
Turkey into the relevant decision-making processeshe EU. The European
Parliament’s reluctance to adopt the decision icdd#er 1995 could only be
considered as a diplomatic maneuver and an attithd¢ helped Turkish
authorities to ensure public commitment to thiscpss. By surrendering her
autonomy in trade regime, Turkey has lost an ingmdrpolitical tool that could
be useful in negotiations with the EU. Hence, far EU side, the CU Agreement
can only be considered as a significant diploms&iaxress.

» From the point of view of the Turkish governmethie manipulation of
the situation for short-term political gain was yesbvious. The government
authorities tried hard to convince the Turkish pulbpinion and domestic
producers that the CU would be an enormous steyafor for Turkey’s adhesion
to the EU. The government’s motivation was arguablyse the CU Agreement
as a way out of the chaotic atmosphere of the 1B9@sansforming a diplomatic
fiasco into a national victory. The argument tiiet Customs Union with the EU
would prevent regime change in Turkey has to be mtded as it was used by the

government in several occasions.

» Turkish bureaucracy, notably the DPT, was largelare of the risks and
drawbacks represented by the CU Agreement. Thesityinof Foreign Affairs
seems to be the only state agency which suppdreedigning of the Agreement.
It is not easy to analyze the motivation of someshucrats which were inclined

to consider this decision as an indispensable ehfaic Turkey who had to find

98



her a place in the changing atmosphere of the 1990s

» For domestic producers it was obviously a hardisitat. The SMEs
repeatedly warned that the economic integratioa okewly born industry with
very developed ones would mean the killing of tberfer. Even the big capital
groups, who were limited in number, did not stopigeing this unilateral and
unbalanced Agreement. The president of the TUSIAdDM®ed in 1995 that the
Customs Union was a sacrifice on the way to thé rutmbership and the
consequences of being unable to be a full memb#reoEU would be extremely
harmful. However, in parallel with the changingtbé IKV president at the end
of 1992, some big capital groups began to affirgirteupport to the CU and the
EU integration process. The debate between theaddg¢Sabanci groups at the
beginning of 1993 is very significant for exposthg confusion of the domestic
capital. It should be noted that the role of the &td the EU integration process
in pushing the neoliberal reforms in Turkey coulvé& been a motivation for

some of the domestic producers to support the Ageee

* Although Turkey's engagement in the EU integratjgmocess dates
back to the Ankara Agreement in 1963, the issue s$tasted be publicly
discussed rather late. It is remarkable that Thrkisblic opinion was much more
interested with the EU membership ideal than theAgteement itself. The IKV
conducted however a very successful advertisingoasgn in the early 1990s in
order to convince the Turkish people about the tisnef the CU Agreement and
“being European”. The signing of the Agreement wakebrated by fireworks
and this false image created by the media and tvergment convinced the
Turkish people that their country was in the wakdehe EU full membership.
The employees and trade union were against thialanbed integration process
since the 1970s. However, at the beginning of ®@5leven some of the leftist
labor unions were under the illusion that the CUe&gnent would provide them

with advanced social rights.

» Lastly, the US has played the role of a good aflyfurkey by giving
full support to the CU Agreement. The clear ecormgaiins of the US out of this
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engagement were seldom recalled. Moreover, justtlie Turkish government,
the US officials have also underlined the important the Customs Union in

preventing a radical political turn in Turkey.

This overview of different positions within the Goms Union process
indicate that the Agreement was signed by the sstelemanagement of the EU
and the US of the whole process whereas the Tugaskrnment, together with
some internal allies such as the IKV, collaboraigith the EU and the US in this
project. The simplest explanation to this collatiora would be one sided
imposition by the external powers and the helplagkish governments’ attempt
to turn this failure into a political victory by ding the losses from the Turkish
public opinion to save the appearance. Anothermersf this explanation would
the Turkish governments’ conviction with the nedgsef the Customs Union
relation to prevent a radical regime change inctintry in the face of the rising

Islamist alternative. The latter would certainlydoimited analysis.

Given the fact that the rise of the Islamists coutd be prevented by the
Customs Union anyway invites one to rethink on“tmstitutional” effect of the
CU Agreement which ultimately limited the econonifajot the political, policy
options of any future government. Hence, a mugctviceing explanation would
be made through a critical class-based perspeatitigsh would underline the
long-term pro-capital choices of both the extearad internal actors. Hence, the
CU Agreement, which indeed engendered significam@nemic and political
losses for Turkey as a country, did not simply eastee trade conditions among
the sides concerned but established a more commeke framework for
political action that locked in Turkey’'s policy diees to a neoliberal path. The
US support underlined in the last chapter is veigniBcant in order to
understand the political magnitude of this choiaed the intensified and far-
reaching legal arrangements made in the aftermétithe approval of the
Agreement has been a practical proof of the validiitthis interpretation.

Hence, within the context of the prevailing pobticinstability and
economic problems in Turkey in the 1990s, whichveneed the functioning of a
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“strong state” to continue with the neoliberal mafs, the Customs Union

relationship was thought as one of agenda-fixingvercome the reform-fatigue.
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APPENDICES

APPENDIX A

Fulfillment of Commitments

Turkey

EU

Ankara
1963 - 1969| Agreement

Opening of tariff quotas
for dried grapes, tobacc(
dry figs and nuts.

4

Opening of additional
tariff quotas for some
hand-knotted carpets,
some kind of fresh fruits
and vines.

1970 - 1982| aAdditional
Protocol

The EC unilaterally
suppressed all tariffs in
industrial products
except for four
exceptions (some cotton
weavings and petroleum
products)

The EC unilaterally
suppressed all quotas in
industrial products
except for silk worm and
raw silk

Turkey fulfilled its tariff
reduction commitments
according to the 12 and
22 years lists on 1st
January 1973 and 1st
January 1976

On 2 March 1975,
England began to impos
bilateral quotas on
Turkish cotton yarns ang
violated the Additional

e

Protocol
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25.12.1976

The EC rejected Turkey's

proposal to modify the
tariff reduction calendar.
Turkey decided to frozen
its obligations until 1978
within the framework of
the 60th article of the
Additonal Protocol

7

9.10.1978

Ecevit government
claimed from the EU
additional financial
assistance, the GSP
concessions and an
exemption period of 5
years

The EC demanded from
Turkey to sign a
Voluntary Export
Restraint Agreement.
(The EC signed 26 VER
Agreements with
developing countries
until 1978)

Fulfillment of Commitments

Turkey |

EU

1970 - 1982

21.09.1979

Reciprocal decision to fre

eze the relations foeérg

Turkey rejected to sign a
VER Agreement in

defiance of the Additiona
Protocol. The EC imposed
as a response, an anti-
dumping tax of %16 (until
the signing of the VER
Agreement by Turkey)

As a reprisal to the
imposition of quotas on
Turkish textile products,
Turkey began to impose
funds (15%) on Europea
iron and steel impori

=)
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30.07.1982

The first VER Agreement signed by Turkey

Despite the VER
Agreements signed by
Turkey, the EC imposed
non-tariff barriers to
Turkish textile imports, a
series of anti-dumping
and anti-subvention
investigations which
resulted in the annulmen
of anti-dumping taxes.

1983 - 1995

Harmonized with the 12

and 22 years lists of tariff

reduction respectively by
95% and 85%

Continued to impose

products

quotas on Turkish textile

Harmonized with the 12
and 22 years lists of CE]

alignment respectively by against Turkish exports as

75% and 85%

I' dumping investigations

a measure of protection

Continued to initiate anti

Began to imply a "single
tax system" for imports
from EU

The forth financial
protocol has not been py
into effect

—

The provision for the freq
movement of workers (t@
be realized until 1986) hs
been practically
suppressed.

1996

Customs
Union

Tariff reductions and

CET alignment have been

100% realized in
accordance with the 12

Suppressed quotas on
Turkish textile products

|S

and 22 years lists.

112



APPENDIX B

TEZ FOTOKOP iSI i1ZIN FORMU

ENSTITU

Fen Bilimleri Enstitlisi

Sosyal Bilimler Enstitlisu

Uygulamal Matematik Enstitiisu

Enformatik Enstitisi

Deniz Bilimleri Enstitisi

YAZARIN

Soyadi : OZ
Adi : Feyza
Bolumu : Uluslararasi Bkiler

TEZIN ADI (ingilizce) : “The EU — Turkey Customs Union: A Fairy
Tale of Turkish Europeanization”

TEZIN TURU : Yiksek Lisans Doktora

. Tezimin tamamindan kaynak gosterilmgktiyla fotokopi alinabilir.

. Tezimin igindekiler sayfasi, 6zet, indeks sayfaldan ve/veya bir

boluminden kaynak gosterilme&rtiyla fotokopi alinabilir.

. Tezimden bir bir (1) yil streyle fotokopi alinamaz

TEZIN KUTUPHANEYE TESL iM TAR IHI:
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