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ABSTRACT

Research on state-business relations
has traditionally focused on business
associations’ lobbying activities.
However, as these organizations
started to assume a more active

role in their country’s economic life,
scholars began to look at another
distinct role of business associations:
their formal participation in policy
making. This article examines

to what extent Turkish business
associations are taking part in the
foreign economic policy-making
process, which, in turn, leads to two
sub-questions: (1) Through what
kind of mechanisms is a pattern of
interaction established between the
state and the business associations?
(2) Does the state transfer a part of
its administrative functions to the
private sector? This article examines
the institutional setting established
during the liberalization wave of
the 1980s and has gradually evolved
up to the present, through which

the state has maintained its role as
the policy maker yet has allowed
the private sector to play a role in
the process because it is deemed to
be capable of administering specific
functions more efficiently than the
state.
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n inescapable feature of the current

era of globalization is the increas-

ing dependence of the state on
capital, which, among numerous other effects,
has influenced the way we think about the
patterns of interaction between the state and
business.! Until the early 1990s, the state was
thought to be subject to the domestic pressure
of the business community since it depended
on capital for the pursuit of any objective that
required material resources. However, with
the emergence of a greater interconnected-
ness brought about by globalization, interna-
tional dynamics began to be highlighted as the
leading factor influencing the policies of the
state. It was the dawn of a new type of econom-
ic space called by Manuel Castells as the “space
of flows” whereby the functional integration
of production and trade units across bound-
aries through information networks enabled
increased flexibility and decentralization in
production and management.?
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These two arguments, one emphasizing the influence of domestic actors on the
state and the other underlining the influence of global forces, have two features
in common. First, they both argue that the economic policies of a country are
shaped through the interaction of the state and business, and second, both assume
that this interaction is seen to occur between two separate, monolithic entities.
This second point was widely refuted by scholars such as Timothy Mitchell, who
argued that the distinction between the state and society has to be drawn within
the network of institutional mechanisms through which a certain social and po-
litical order is maintained.? This approach blurs the business-state distinction and
consequently neither the state nor the business is seen as a distinct entity. Whereas
the former is regarded as “a complex network of heterogeneous and overlapping
concerns, * the problem with the latter is that “businessmen seldom, if ever, speak
with a single voice.”® Business as an entity interacting with the state is by no means
a homogeneous one since it brings together different interests, different goals and
different attitudes.

One of the most crucial components of the interaction between the state and
business is the role of business associations that translate common interests into
collective action. As Stephan Haggard and his colleagues have stated, business as-
sociations can “maximize the positive effects of government-business collaboration
by limiting the pursuit of particularistic benefits” and “promote collective self-gov-
ernance of business, or private interest governance, that can be equally if not more
efficient and effective than direct state intervention.”® Over the past two decades,
the way that business associations were viewed by scholars has been influenced by
the changes brought about by globalization. The traditional view, which implied
that business associations were transmitting information and expressing opinions
in order to influence the decisions of policy makers, changed dramatically in the
face of the rapid economic and political transformation that the world has been
going through. Business associations, which have hitherto been studied within the
larger context of interest or pressure groups, have come to be taken as separate
entities with particular characteristics and, more importantly, the emphasis has
shifted to functions other than transmitting information and expressing opinion.

Stephen Bell offers a typology of roles assumed by business associations: (1)
Limited quasi-public roles or state service functions: collecting information and
passing it on to policy makers, expressing the opinion of the business community,
sitting on state advisory bodies, explaining public policy decisions to members,
and trialing proposed new legislation; (2) Policy formulation: the association is
entitled to a public status and in collaboration with public officials and politicians,
it plays a formal role in the shaping of public policy; and (3) Policy implementa-
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tion: a formal quasi-public role in imple- Business Community emerged
menting public policy.” The roles that are as an actor in Turkey’s

assumed by business associations form forei li tati h
different patterns of interaction, i.e. poli- oreigh policy at a tine when

cy networks, between the state and busi- greater economic liberalism
ness. According to Michael Atkinsonand  coexisted with strong political
William Coleman, the mobilization level authoritarianism

of business interests on the one hand and

state capacity (measured as the concentration of authority and bureaucratic au-
thority) on the other, are the two factors conditioning the policy networks and
depending on the degrees of both the state relinquishes part of its authority to
business actors.®

In a similar vein, Ayse Bugra dedicated a special chapter to business associa-
tions in her seminal work State and Business in Modern Turkey and pointed out
that the nature of interest representation also takes place under certain domes-
tic constraints, and when state officials and business leaders are aware of these
constraints, they tend to act in cooperation and eventually business associations
acquire a quasi-public role extending beyond the simple pursuit of material gain.
When this happens, business associations are both servants of the state and advo-
cates of business interests. An important observation made by Bugra is that when
business leaders feel that they do not have a sufficient say in policy matters, they
do not ask for a more limited state, rather they volunteer to take part in the policy
process.’

This theoretical framework on state-business relations will help us formulate
questions to ask in order to understand the role of business associations in formu-
lating Turkey’s foreign economic policy. The main question this article deals with
is to what extent Turkish business associations are able to take part in the foreign
economic policy-making process, which in turn leads to two sub questions: (1)
Through what kind of mechanisms is a structured pattern of interaction estab-
lished between the state and the business associations, and in this regard, to what
extent do Turkish business associations fit into Bell's typology? And (2) following
Atkinson and Coleman, do these mechanisms require the state to transfer a part
of its authority and/or administrative functions to the private sector?

Foreign Policy and Business Associations in Turkey

The institutionalized participation of the business community in Turkey’s for-
eign policy can actually be traced back to 1965 when the Economic Development
Foundation (Iktisadi Kalkinma Vakfi - IKV) was founded as a joint initiative of the

| 111




112

ALTAY ATLI

Istanbul Chamber of Commerce (Istanbul Ticaret Odas: - ITO) and the Istanbul
Chamber of Industry (Istanbul Sanayi Odas: - 1SO). However, the purpose of this
organization was limited to Turkey’s relations with the European Economic Com-
munity (the predecessor to the European Union) following the Ankara Agree-
ment of 1963. It was with the liberalization wave of the post-1980 period when the
business community increased its role in Turkish foreign policy.

It is important to note that the business community emerged as an actor in
Turkey’s foreign policy at a time when greater economic liberalism coexisted with
strong political authoritarianism. On the one hand, the 1982 Constitution im-
posed severe restrictions upon interest group associations, both voluntary and
public professional organizations.’ On the other hand, the same period also wit-
nessed a remarkable move towards economic liberalism and integration with the
world economy, motivated by the pro-business attitude of the ruling Motherland
Party (Anavatan Partisi - ANAP) and Prime Minister Turgut Ozal, who enjoyed
the support and loyalty of the business community. In his pursuit of integrating
Turkey’s economy with the world, Ozal preferred the business community as his
partner than the bureaucracy. According to Sedat Laginer, Ozal, who himself was
from the business world, thought that the bureaucracy was “conservative, far from
being creative and slowing down the business” and the foreign policy bureaucracy
was especially so. This was why he was frequently bypassing the bureaucracy by
making use of the lacunae in the state apparatus.!

Through changes in legislation, incentives provided for exporters, and Ozal’s
personal initiatives, such as taking businessmen with him to official visits abroad,
Turkey began to experience a remarkable increase in its participation in global
economic flows, with a substantial role played by the private sector. It is impor-
tant to note, however, that in this process, Ozal was “instructing” the businesses
and their interest groups rather than “exchanging views” with them."”? As Ergun
Kalaycioglu remarks, “the role of commercial interest groups in the economic
policy-making process of the government was either minimal or non-existent.”*

During the early 1980s, despite being organized around both public profes-
sional associations such as the Turkish Union of Chambers and Commodity Ex-
changes (Tiirkiye Odalar ve Borsalar Birligi - TOBB) and voluntary associations
such as the big-business representative, the Turkish Industry and Business As-
sociation (Tiirk Sanayicileri ve Isadamlari Dernegi - TUSIAD), Turkey’s business
community possessed no institutionalized channels through which they could
communicate their interests with respect to the foreign economic policies to the
state. TOBB and TUSIAD did not have such a function then, and it was Turgut
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Ozal himself who saw this shortcoming in the institutional framework. In those
years, foreign economic policy making was under the joint responsibility of three
public institutions: the Ministry of Foreign Affairs, the State Planning Organiza-
tion, and the Undersecretariat of Treasury and Foreign Trade. These institutions
were responsible for negotiating with the relevant institutions of other countries
and formulating policies; however, they could not impose policies on the private
sector and could only make recommendations, which the private sector had the
freedom to follow or to ignore. Since the private sector is by definition motivated
by profit maximization rather than the state’s concerns, this was a problem for
there was usually a mismatch between the two. There was the market, but there
also existed a lack of state involvement in Turkey in the Keynesian sense, an in-
volvement seen in other countries with, for example, the US Department of Com-
merce in the United States, or related agencies in East Asian countries, such as
the Japanese Ministry of International Trade and Industry (MITI). This was the
reason why Turgut Ozal embarked upon establishing a novel institutional frame-
work, through which the state would maintain its central position but at the same
time allow the business community to play a role in Turkey’s foreign economic
policies."

DEIK: The Foreign Economic Relations Board of Turkey

The first step towards the model that Ozal had in mind was taken in a bilateral
context when the Turkish-American Business Council was established in 1985,
followed by the Turkish-Japanese Business Council and the Turkish-French Busi-
ness Council. However, in time these business councils, which were mainly oper-
ating through the personal efforts of the businessmen involved, came to be seen
as a waste of time and resources and a consensus emerged that a larger and deeper
institutional setting was needed in order to provide a stronger initiative.

Consequently, in November 1986 the decision was taken for the establish-
ment of the Foreign Economic Relations Board of Turkey (D1s Ekonomik Iliskiler
Kurulu - DEIK) as a business association responsible for “compiling information
on opportunities of commercial and economic cooperation and presenting it to
entrepreneurs; providing coordination at international level for various forms of
commercial and economic cooperation; ensuring the appropriate political envi-
ronment for the realization of the existing potential”** This new organization was
to be an affiliate of TOBB, and it was Ozal himself who decided this way, since he
believed that TOBB’s semi-official legal status and wide representative basis would
enable DEIK to reach entrepreneurs all over the country and, at the same time, to
gain recognition at the international level.'s
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As the government used
greater volumes of trade and
investment as an instrument
of its foreign policy, it also
needed a partner to operate
this instrument with, and the
natural choice was the business

DEIK started in 1986. However, since
the Law of the Turkish Union of Cham-
bers and Commodity Exchanges (the
TOBB Law), which was then in effect,"”
did not have the appropriate provisions,
DEIK’s official establishment took place
with the issuance of the Principles of Es-
tablishment, Duties and Working of Busi-
ness Councils that was ratified by the

community TOBB Board of Directors on February

26, 1988. It has to be noted, however, that
since there was no law, this document provided only de facto legal personality to
DEIK. For this reason, DEIK had for years to perform certain official transactions
through TOBB. The problem was solved when a new TOBB Law'® paved the way
for the Regulation on the Working Procedures and Principles of the Foreign Eco-
nomic Relations Board and Business Councils (the DEIK Regulation), which was
eventually issued by the Ministry of Industry and Commerce and entered into ef-
fect upon its publication in the Official Gazette on November 27, 2005."* Accord-
ingly, DEIK was defined as a legal personality subject to private law established for
the purpose of “pursuing the foreign economic relations of the private sector and
assisting the concrete business development activities of the business community.”
In short, it was the state that established DEIK in partnership with the business
community and charged it with coordinating the business community’s foreign
economic relations.

New Actors Entering the Scene

During the 1990s, DEIK retained its monopoly as the sole private sector or-
ganization actively playing a role in Turkey’s foreign economic policies, and this
role was shaped by both international and domestic factors then influencing the
Turkish economy. At the international level, the early 1990s were marked by the
dissolution of the Soviet Union and the beginnings of an unprecedented growth
in cross-border movement of goods, services and capital. Turkey’s leaders, such as
Turgut Ozal and Siileyman Demirel, were aware of the untapped potential in new
markets like the newly independent states in Central Asia and the Caucasus, and
in order for Turkey to benefit from this potential, they needed the collaboration of
the business community. In other words, the international environment provided
the conditions for DEIK to increase its role. However, at the same time, domestic
factors proved to have an opposite effect. During the 1990s the Turkish political
scene was marked by serious instability with a series of coalition governments
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The new business class produced its own business associations, which were established with the pur-
pose of exploring new market opportunities and creating business partnership networks for their own
clientele.

taking office as the country struggled to cope with both armed violence and eco-
nomic turmoil. Although all coalitions governments formed between 1991 and
1999 shared to a large extent the same pro-business stance, instability in both
the political and economic sense limited the business community’s access to the
foreign economic policy-making process. As a result, after the initial boom in
the number and scope of activities undertaken by DEIK there has been a relative
decline since 1993-94.

Party ideologies have also played a role in the government’s attitude to partner-
ing with the business community in matters related to foreign economic policy. Af-
ter a series of coalitions led by centre-right parties, another coalition government,
this time formed by Biilent Ecevit’s centre-left Democratic Left Party (Demokratik
Sol Parti - DSP), took office in 1999. In this period, DEIK was kept relatively at
a distance by the government and was often denied access to the state actors.” It
is natural to expect a left-leaning government to keep the business community at
an armss length, but it should also be kept in mind that Ecevit’s coldness towards
businessmen had its origins in the past. Back in 1979, he faced severe attacks from
the business community, which considered him as an obstacle to the transition to
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a free market economy. Ecevit responded to the businessmen’s campaign against
him by claiming that it was the large capital holders themselves who were to be
held accountable for the economic slump that Turkey was in.?! In other words,
there was already a certain level of bad blood between Ecevit and the business-
men.

In 2002, the political setting changed dramatically in Turkey. After elections
brought the center-right Justice and Development Party (Adalet ve Kalkinma
Partisi - AKP) into government, two important developments affected the way
business associations functioned as foreign policy actors. The first development
was the new foreign policy paradigm adopted by the AKP government, which in-
volved “constructive engagement in its neighborhood and beyond”** and relied on
the improvement of bilateral economic and commercial relations as a tool of en-
gagement. As the government used greater volumes of trade and investment as an
instrument of its foreign policy, it also needed a partner to operate this instrument
with, and the natural choice was the business community as it had been back in
the 1980s and the early 1990s. In contrast with their immediate predecessors, both
President Abdullah Giil and Prime Minister Recep Tayyip Erdogan adopted the
Ozalian model of active state-business partnership in foreign economic relations.
For instance, President Giil alone has carried out 70 visits during his first three
years in office, and according to the data released by the office of the President’s
Chief Economy Adpvisor, these visits were attended by a total of 2,670 business-
men and created a business volume of around 20 billion dollars.”

The second development was the emergence of a “conservative bourgeoisie”
as a result of the simultaneous rise of political Islam and the evolution of new
industrial centers in Anatolia. The new business class produced its own business
associations, which were established with the purpose of exploring new market
opportunities and creating business partnership networks for their own clientele.
One such association was the Turkish Confederation of Businessmen and Indus-
trialists (Tiirkiye Isadamlar1 ve Sanayiciler Konfederasyonu - TUSKON) founded
in 2005. In contrast with DEIK, TUSKON is a purely private-sector initiative, and
whereas its field of activities is not limited to foreign economic relations, this or-
ganization has a special emphasis on external trade and investment. TUSKON
defines its purpose as “making the Turkish economy and businessmen an effective
part of global economy by considering the local conditions and sensitivities while
serving to these aims.**

Despite similarities in their goals and activities, DEIK and TUSKON have
two major differences. First, in contrast with DEIK, which was founded as an
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initiative of the Turkish government to collaborate with the business community
in this area, TUSKON is a purely private-sector initiative. Second, there are also
structural differences between the two organizations. DEIK operates through bi-
lateral business councils established with counterpart organizations in respective
countries, which are usually a representative body of the corresponding country’s
private sector. On the Turkish side, business councils are joined by member com-
panies that are either doing business in the respective country or planning to do
so. As of September 2010, there were 84 business councils subscribed to by 700
companies, and since a company can join more than one business council, there
were 1,400 company representatives taking part in the activities of DEIK’s busi-
ness councils.? The sectoral distribution of DEIK’s members shows that they are
mostly from the foreign trade sector (35% of all members), followed by construc-
tion (22%); tourism, logistics and health (12%); foreign investment (9%); banking
and finance (8%); and agriculture and food (4%).° A large majority of DEIK’s
member companies can be classified as small- and medium-sized enterprises
(SMEs). TUSKON, on the other hand, is the umbrella organization of seven re-
gional federations (corresponding to Turkey’s seven geographical regions), which
in turn cover a total of 151 voluntary businessmen associations and around 15,000
entrepreneurs. TUSKON’s members are the regional federations, not the associa-
tions or individual companies.” In this pyramid structure, any individual compa-
ny or entrepreneur who joins a local business association, which is in turn linked
to one of the seven regional federations, is regarded as a member of TUSKON.
Information on the sectoral distribution of companies associated with TUSKON
is not available; however, it is safe to state that these companies are mostly SMEs
from the manufacturing, construction, transportation and financial industries.

The Mechanisms of Foreign Policy Participation

Through what kind of mechanisms is a structured pattern of interaction estab-
lished between the state and the business associations? Stephen Bell’s classification
of policy participation roles of business associations will be useful for answer-
ing this question. As discussed earlier in this article, Bell’s first item was “limited
quasi-public roles or state service functions”, wherein business associations collect
information and pass it on to the policy makers, express the opinion of the busi-
ness community, serve on state advisory bodies, explain the public policy deci-
sions to members, and trial proposed new legislation. Both DEIK and TUSKON
perform these duties, through two different mechanisms: (1) Large scale interna-
tional business events; and (2) participation in state leaders’ official visits to other
countries.
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Large-scale international business events should be considered an instrument
of foreign policy participation, on the grounds that they bring together the ex-
ecutives of business associations, as well as representatives from member com-
panies, together with policy makers, both from Turkey and abroad. Every year,
DEIK organizes several business events, both in Turkey and abroad. Among these
events, the “Joint Annual Meeting” is the flagship event of each business council
that operates under DEIK. These meetings are organized in collaboration with
DEIK’s counterpart organization. Although it is stated that joint annual meetings
are held at least once every year, this is not the case in practice because only a
certain portion of DEIK’s business councils hold their joint annual meetings dur-
ing the year. For instance, in 2009, when DEIK had 84 business councils, and held
a total of 505 events, only 18 joint annual meetings were organized.”® Another
event that resembles the joint annual meetings in terms of scale is the “Business
Forum”, which is organized not with the counterpart organization in the respec-
tive country but with other Turkish stakeholders. On the other hand, TUSKON’s
principal event is the “Foreign Trade Bridge” summit held in Istanbul. Since 2006,
TUSKON has organized trade summits with Eurasian, Asia-Pacific and African
countries, where each summit covers a whole continent rather than one particu-
lar country.

It has to be noted that both DEIK’s and TUSKON’s events are supported by the
official foreign economic policy makers of Turkey, the Ministry of Foreign Affairs
and the Undersecretariat of Foreign Trade, in the sense that these government
institutions recognize the business associations as a partner and have their senior
bureaucrats participate at these events. Not only is it a common practice for the
Turkish government to be represented, mostly at the ministerial level, but it is
also often the case that intergovernmental agreements related to economic issues
are signed during these events. For instance, during 2009, 23 intergovernmental
agreements concluded by Turkey were signed during DEIK’s events.” TUSKON’s
events have recently begun to serve in this way as well.*

This high-level participation gives DEIK and TUSKON the opportunity to re-
port problems experienced by the Turkish business community and their policy
suggestions directly to the statesmen and bureaucrats of Turkey and the respective
foreign country and enables business communities of both sides to have direct
contact with these statesmen. Additionally, through these events business associa-
tions also provide the opportunity for the state officials and bureaucrats of both
sides to exchange opinions and ideas with each other within a semi-formal and
business-oriented setting.
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The practice of groups of businessmen accompanying Turkish state leaders on
official state visits began during the ANAP government when in 1984 then Prime
Minister Turgut Ozal traveled to the Turkish Republic of Northern Cyprus in the
company of a business delegation. Since then, DEIK has been the main institution
organizing the participation of business delegations on official state visits abroad,
whereas TUSKON is relatively a newcomer in this field. In 2009, DEIK organized
business participation in 21 such visits, including 10 presidential visits, three visits
of the prime minister, and eight visits of other ministers.”’ The numbers have sig-
nificantly risen during the AKP government and recent figures can be compared
to just one visit in 2001 and two visits in 2002 (until the formation of the new gov-
ernment on November 18). These two years coincided with a coalition govern-
ment led by the DSP and the term of Ahmet Necdet Sezer as president, who was
rather unsympathetic towards the participation of businessmen in official matters
of the state.*”

Business participation in state leaders’ visits to other countries is an efficient
instrument in foreign economic policy participation, not only because events such
as the joint annual business council meetings and business forums are organized
within the framework of these visits, but also because they provide for a greater
acquaintance with the economy of the particular country and the chance to create
more contacts with the representatives of that country’s government and business
community. Mehmet Erdal Eren, the chairman of the Turkish Constructors As-
sociation, argues that traveling with the president is “not absolutely necessary, yet
extremely useful” because it provides the opportunity for businessmen to com-
municate directly with the state.*®

On the negative side, there is often a problem from the state’s perspective with
business participation in official visits, which is related to the businessmen’s occa-
sional divergence from the common goals, and their tendency to use these visits for
other purposes. Ambassador Rafet Akgiinay, a career diplomat who served among
other posts as the senior diplomatic adviser to the prime minister, refers to Erdogan’s
visit to China in 2003, during which a tourism seminar was organized for Turkish
and Chinese companies but “nobody discussed tourism” and most of the business
representatives used the opportunity to communicate their personal problems to
Erdogan. Akgiinay argues that DEIK’s involvement is crucial for improving the ef-
ficiency of such visits, because it is DEIK that knows both the state and the business
community and thus is in a position to “bring only those who are really interested in
doing business with that country.”* In other words, DEIK provides the knowledge,
which is required by the state in order to increase the efficiency of the visits.

| 119



ALTAY ATLI

While the business Community Having businessmen in delegations
is signiﬁcantly mobilized, there ©° official state visits carries risks as well

<ists a hich concentration of since the businessmen’s activities during
€XISts a high conce ono the visit, motivated by the pursuit of self-

bureaucratic authority as well interest, can cause problems vis-a-vis

the relations between the Turkish state

and the respective country. Ambassador Ender Arat, a career diplomat who also

served as the senior diplomatic adviser to the prime minister, argues that there are
indeed risks, but these are clearly outweighed by benefits.*®

It has to be noted that business associations also make use of direct contacts
with state leaders to express the opinions of the business community. Senior ex-
ecutives of both DEIK and TUSKON frequently visit high-level state officials in
Ankara, and the Turkish state is almost always presented at the general council
meetings of these organizations, mostly at the level of the president or the prime
minister.*®

The second item in Stephen Bell’s typology is “policy formulation”, wherein
the business association is given public status and plays a formal role in shaping
policy. Due to its legal status, this area is monopolized by DEIK and the main
mechanism is the Joint Economic Commission (JEC) meetings, which are held
on a bilateral inter-governmental basis with foreign countries. These meetings of-
fer a platform for the two countries to negotiate a road map for the future of their
economic relations and formulate their policies. As specified in the related circu-
lars of the prime ministry, DEIK is always represented at JEC meetings, which is
evidence of the public status given to DEIK.”

DEIK has a policy formulation role at the multilateral level as well. DEIK has
relations with several organizations, but these are mainly based on information
sharing and cannot be evaluated as a mechanism of policy implementation. How-
ever, its links with the Black Sea Economic Cooperation Organization (BSEC)
should be dealt with separately. BSEC was founded in June 1992 for the purpose of
“achieving the integration of the Black Sea region into the world economy within
the principles of market economy and democracy.*® This required the mobiliza-
tion of business communities since nine of the 11 member countries of the BSEC
were post-communist transition economies. The Turkish Ministry of Foreign Af-
fairs contacted DEIK one month after the foundation of BSEC to inquire about
possible collaboration, and eventually the BSEC Business Council was founded
under the auspices of DEIK with the purpose of improving the business environ-
ment in the BSEC region and promoting individual and collective initiatives of the

120 |



Businessmen as Diplomats: The Role of Business Associations in Turkey’s Foreign Economic Policy

private sector in the member countries.”” It was founded as a non-governmental,
non-profit organization (such as DEIK itself), but at the same time it was provided
with observer status at BSEC with the right to attend all its official meetings. Cur-
rently, the BSEC Business Council is no longer operating under the auspices of
DEIK and instead DEIK represents Turkey on the board of directors of the BSEC
Business Council.

In sum, business associations take part in the foreign policy-making process
by creating platforms of interaction with the state, such as large-scale business
events, participation in state leaders’ official visits and direct contacts with policy
makers, as well as by directly contributing to the formulation of policy by repre-
senting the business community in intergovernmental meetings and negotiations.
However, Bell’s third item, “policy implementation’, remains the weakest link in
Turkish business associations’ participation in foreign economic policy. Whereas
they actively take part in the process of formulating policy, implementation is
undertaken by the relevant public institutions. The quasi-public status entitled to
business associations does not cover the realm of implementation, and it is the
state which puts the policy into effect and enforces the policy.

Does the State Transfer its Administrative Functions?

The question that remains to be answered is whether the state transfers some
of its administrative functions to these business organizations, and this question
is especially relevant for DEIK, given its special legal status. As discussed earlier
in the theoretical part of this article, the extent to which the state relinquishes
part of its authority to the business community depends on both the level of
mobilization of business interests and state capacity in terms of the concentra-
tion of bureaucratic authority. In Turkey, while the business community is sig-
nificantly mobilized, there exists a high concentration of bureaucratic authority
as well.

Gigdem Tiiziin, former director of DEIK, recalls that back in the 1980s, Turgut
Ozal had intended to place JEC meetings under the sole responsibility of DEIK
but had to give up the idea in the face of a strong negative reaction from the
state bureaucracy. Instead, it was decided for JEC to be organized by the state and
DEIK was to be given a seat.*” What Ozal wanted was to transfer part of the state’s
administrative functions to DEIK, but the bureaucracy resisted, and no transfer
took place. As seen in this example, the bureaucracy recognizes the capacity of the
business community, yet it is also determined to maintain control. As a result, in-
stead of transferring its functions, the state subcontracts them to business associa-
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tions in the expectation that they would perform these duties in a more efficient
manner and the state determines the conditions of the contract itself. Under this
corporatist setting, the state chooses the associations to work with, and to what
extent they get involved depends on to what extent the state needs them to do so.
For example, the DEIK Regulation states that the organization is “to represent the
private sector in international or intergovernmental negotiations if and when it is
invited to do so”*! This “if” conjunction clearly illustrates the limits imposed on
DEIK’s involvement. In the case of TUSKON, although its participation in official
intergovernmental negotiations is out of question, the same argument holds as
well.

Which business associations the state chooses to collaborate with depends on
the degree of the willingness these associations have to play by the rules set by the
state. DEIK is an institution specially established for coordinating foreign eco-
nomic relations, but this does not necessarily mean that the state is obliged to en-
title DEIK to a privileged position. Instead there has been a bargaining, which has
been carried out under the terms dictated by the state. Accordingly, the state gave
DEIK the task of representing business interests in terms of foreign economic
policies because it was not in a position to be in direct contact with the compa-
nies itself as that would have been too costly. In return DEIK gained the privilege
of taking part in the policy-making process, under the condition that it did not
challenge the policies of the state, remained within the framework of the policies
set by the state, and did not get involved in actions that would contradict state
policies. As suggested by the empirical evidence, this bargaining worked (and is
working) very well for both sides, and both sides have joined forces around the
common goal of improving Turkey’s foreign economic relations.

The bargaining between the state and DEIK is apparent in several incidents.
In cases where the business community’s opinion contradicts with the policies of
the state, DEIK reports this opinion, makes suggestions to the state, and lets the
state know what the business community thinks; however, it also refrains from
exerting pressure and does not risk violating the rules of the game. One concrete
example in this context was the proposed free trade agreement with the United
States advocated by DEIK in 2000-01. Turkey’s Customs Union agreement with
the EU makes it impossible for Turkey to enter into such agreements with coun-
tries that do not already have the same agreement with the EU. DEIK argued that
an agreement could still be concluded with the United States, with a slightly dif-
ferent content and format; however, the Ministry of Foreign Affairs was clearly
against towards DEIK’s proposal and the idea was shelved.”? DEIK did not insist.
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There are also cases when, upon the ~ Whereas business associations
request of the state, DEIK stretched its have a role in Turkey’s foreign

own rules. One example is the establish- 1i Ki
ment of the Turkish-Pakistani Business policy-making process,

Council in 1987. Although the prerequi- their role is to a large extent
sites for the establishment of a business instrumental
council were not in place, the council was

established after a direct request from President Kenan Evren following the offi-
cial visit to Turkey by the then president of Pakistan, Muhammad Zia-ul-Haq.*

With regard to political issues, two important remarks should be made. First,
DEIK strictly refrains from getting involved in domestic issues, unlike other busi-
ness associations such as TUSIAD. Second, with regard to Turkey’s foreign policies
in the political realm, DEIK actively supports the government’s line. One good
example is the position of the Turkish-American Business Council at times when
claims about the Armenian genocide are discussed by the US Congress. The Turk-
ish-American Business Council actively and effectively contacts senators and con-
gressmen in order to explain Turkey’s position with regard to the Armenian issue.
In some cases, the council has taken even more assertive steps to that end. For in-
stance, in October 2007, the council cancelled the Turkey in 2008 and Beyond con-
ference to be held in New York at the last minute as a reaction against the decision
of the US House of Representatives” Foreign Relations Committee to recognize the
Armenian genocide allegations.* This involvement in political issues is not only
accepted but also welcomed by the state. Ambassador Rafet Akgiinay states that
in certain problematic issues, such as the Armenian issue, the Ministry of Foreign
Affairs calls for the support of the business community since “the businessmen’s
involvement can change the outcome* There are also several other cases when
DEIK supported the government’s policies. For instance, on February 26, 1999,
the Turkish-Greek Business Council decided to indefinitely suspend its operations
in protest of Greece’s support for the Kurdish separatist organization the PKK. Fol-
lowing the meeting between the foreign minister of two countries in New York on
June 30, 1999, and the Greek contribution to earthquake relief efforts in Turkey,
the business council was reactivated. In both cases, DEIK provided a channel of
informal diplomacy, which reinforced the efforts on the formal diplomacy side.

Why TUSKON was empowered to take part in the foreign economic policy
making process when there was already an organization specifically established
for the purpose, i.e. DEIK, is a story that can be explained from both pragmatic
and political perspectives. Ruling out the indispensability of any single business
association, Ambassador Ender Arat says that “DEIK does its job perfectly, but if
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it fails to do so, someone else can do it in its stead”*® Arat’s words clearly indicate
the ministry’s pragmatic approach, and it can be argued that from the state’s per-
spective, having TUSKON involved can allow for the diversification of partners
and avoid overdependence on one single organization.

On the political side, however, there is a different story. In contrast with DEIK,
TUSKON does get involved in domestic politics, albeit only through expressions
of opinion, which always support rather than challenge the government’s posi-
tion.*” While it might appear that by stepping into the political field TUSKON
has moved outside the bargain with the state, the organization’s pro-government
stance can be thought of as a reason why it gained the privileged status. In a recent
study, Ayse Bugra and Osman Savaskan argue that TUSKON owes its close rela-
tions with the government to its large local support base, and none of the other
business organizations that have emerged with the rise of the new conservative
bourgeoisie in Turkey has closer relations with the AKP government.* Thanks to
its pyramid shaped organizational structure, TUSKON has a large membership
base mainly consisting of SMEs from the conservative camp, i.e. members of the
newly emerging conservative bourgeoisie, which is at the same time the main
component of the government’s electoral support base at the grassroots level. De-
spite the absence of organic links between the AKP and TUSKON, this situation
appears to have created a mutually beneficial relationship between AKP partisan-
ship and TUSKON membership.

Concluding Remarks

In the current era of greater economic interdependence, the business commu-
nity has an increasingly important place in economic relations between nations
and it is no longer possible for governments in liberal economies to formulate
their foreign economic policies without the feedback and active participation of
the business community. However, since the state cannot be expected to have the
resources to maintain direct contact with businessmen, it cooperates with busi-
ness associations, which voice the interests of business and provide a platform for
business-state interaction in an effective manner, for the purpose of attaining the
common good.

This article has evaluated business associations’ role in foreign economic policy
within the corporatist context of Turkey, where there are several business associa-
tions and the state is an arbiter of group influence deciding which groups get fa-
vors and which groups are excluded. DEIK has been given a privileged position by
the state in the foreign policy-making process. This privileged position is the qua-
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si-public governmental status acquired Business associations such
by DEIK, which, despite being a private as DEIK and TUSKON are
sector organization, can have direct ac- . . )
cess to state leaders, allowed to have a Important actors in Turkeys
say in policy issues, and to participate in foreign economic policy, and
intergovernmental meetings. Recently  they are likely to maintain this
TUSKON has begun to receive some of position as long as they remain

the same privilege, which, according to
2 loyal partners to state actors
some observers, has led to competition

between DEIK and TUSKON. For in-

stance, columnist Serpil Yilmaz, who has been closely following the activities of
business associations in Turkey, argues that for several years DEIK had been in
charge of coordinating bilateral foreign economic relations and guiding the gov-
ernment in this respect; yet in recent years its ability to represent the business
community has been questioned as TUSKON, despite its relatively smaller busi-
ness volume, has defined its policy and action plan independently from DEIK and
has begun to assume a role in international economic relations.*

According to Metin Heper, each pattern of business-state interaction has a
“particular logic behind it, which closely fits one type of state, or government, and
not others Turkey has a strong and dominant state, which has led to a particular
form of business-state relationship, where the state maintains its central position,
exercises its authority, determines the rules of cooperation, and effectively uses
the business associations as an instrument to advance the nation’s interests. Re-
marks made by the then Prime Minister Tansu Ciller at a meeting with business
representatives in 1994 clearly illustrates this approach: “Get ready. We are trans-
ferring the power to the public sector. We will determine the rules of the game as
much as we can”' In the meantime, Heper’s argument also helps to explain why
different governments have had different attitudes toward cooperating with the
business community.

In sum, whereas business associations have a role in Turkey’s foreign policy-
making process, their role is to a large extent instrumental. Business associations
do not have an autonomous role in shaping Turkey’s foreign economic policies
since they remain within the policy framework set by the state and refrain from
challenging the policy objectives of state actors. This, however, does not necessar-
ily mean that their role is frivolous. By establishing a platform of interaction be-
tween the state and the business community, business associations communicate
the private sector’s demands, needs and positions in different issue areas to the
state as a vital input for the formulation of policy. On the other hand, business-
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state interaction is also instrumental in facilitating the policies that are already
in effect. Business associations’ mobilization behind the policies formulated by
the state serves to provide greater legitimacy for the policies in question and help
to turn policies into concrete results in the form of higher trade and investment
figures. Business associations such as DEIK and TUSKON are important actors in
Turkey’s foreign economic policy, and they are likely to maintain this position as
long as they remain loyal partners to state actors.
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