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Original Research Article

Economic Integration Problem of Turkey: An Evaluation
about Shangai Cooperation Organization within the
Frame of Alternative Searches

Abstract

When the economic developments analyzed after Wi/dd |1, including countries liberalize
their economic relations between them, draws attento the movements of economic
integration. One hand, globalization trends in Wdrkde, on the other hand regionalization
trends is experienced. While global trade betweauntries tariffs and the reduction and
removal of other trade restrictions intended by @&TT agreement, regional economic,
geographic are generated in different ways andedsgbetween the countries close to each
other. Turkey has been found in the global andoreggi economic integration initiatives. In
step with the EU membership, World Trade Organira{WTO), The Economic Cooperation
Organization (ECO), The Organization of the Islar@ionference (OIC), D-8 Organization
for Economic Cooperation (D-8), Organization of tB&ack Sea Economic Organization
(BSEC), Organization for Economic Co-operation &alelopment (OECD) member is to
such integration. Turkey’s global and regional emoit and political integration does not
give the expected results of the initiative broughout different searches. One of this search
is the Shanghai Cooperation Organization (SCO}his assessment, because of the SCO’s
priority be safety and doesn’t contain economicopefation and lack of democratic
infrastructure it's concluded that it isn’t an igtation of Turkey’s quest to find the answer.

Keywords: Integration, AB, Globalization, Regionalization
1. Introduction

Scholars have various opinions about the definibbreconomic integration. While there is
not a certain or common definition, economic in&ign has meanings like cooperating,
coalescence and liberalization for financial relas. When the globalization process
expeditiously continues around the world, countaesin the search of economic integration
to establish a steady growth and to accelerate deeelopment.

Some of the regional integrations, which have ghisgeed after the World War Il, became
successful and some of them failed. However glahtibn and regionalization seem the
opposite to each other, they have mutually compfgamg roles. In fact, as the inter-regional
economic relations get stronger there will be aorg environment for the globalization. The
role that the countries play in this system wiltedenine not only how they will be a part of
the new global economic order, but also how thdiregionally take their national economic
interests to higher levels. While economic inteigreg around the world move on as global
and regional, two regional integrations in Eurdperopean Economic Community (EEC) and
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then European Union (EU) came to light after ther/®Var Il, and EU is one of the most
successful integrations of the present day. TuskdyU adventure has witnessed many
negotiations since 1959. Turkey participates irbgl@and regional economic integrations and
while it continues its membership negotiations the EU, it's the member of the
organizations like World Trade Organization (WT@&gonomic Cooperation Organization
(ECO), Organization of Islamic Cooperation, D-8 @nization for Economic Cooperation
(Developing-8), Black Sea Economic Cooperation (BpEnd Organization of Economic
Co-Operation and Development (OECD). Search of réeonciliation for membership
process of the EU with which Turkey tries to beegrated still continues, and Turkey’s
search for other alternatives also draws attention.

The aim of this study is to criticize Turkey's negonomic and politic searches that are
depending on the missing thing, which Turkey coiilind among the other integrations. In
this context, the concept of economic integratiod #s process will be studies in this work.
Later the economic integrations will be discussedytmbal and regional basis, and then the
opportunity and the threat that the economic irsttgns, in which Turkey participates, offer
will be reviewed. Finally, Turkey’'s search for nemtegrations will be discussed in the
perspective of the current integrations’ probleimsd then the conclusion and suggestions
will be shared.

2. The Concept of Economic Integration

The word integration is originally from the Latirovd integratio, which means renewing. The
usage of this word goes back to the year 1620. fifeeusage of it in Economics was in
Europe in 1947 and two years later in the Unitedtest (Erttrk, 2002:43). Economic
integration, which does not have a precise definiin the economical literature, is included
in the social integration by some authors and petes of them discus about it as different
formations of international cooperation and offee texistence of trade relations between
independent national economics as a proof of the ef integration. According to Balassa
(1961) economic integration consists of severaltipal and economic elements. He suggests
that the integration is formed to take away thecritisination between economic units of
different national states.

C.P Kindleberger emphasizes that the term of iatémr has no meaning unless its extent is
clarified and it's a polysyllable like cooperatiaegulation and organization. He defines the
economic integration as equalizing the price ofdpiion factors. According to Tingerben
integration is carrying the international econorma@operation to the optimum level. Imre
Vajda, on the other hand, urges on the trade iategr, and he highlights the differentiation
between market integration and development integra{Ertirk, 2002:44). Lawrence
separates the integration term as high integraaioth low integration. He defines the low
integration as all kind of border barriers regagdimerchandise trades, customs tariffs,
nontariff barriers, development of regional produrttsystems, investment incentives of
services and removal of the border barriers abagtof. According to him the high
integration is an indicator for a much more largels integration that includes removal of the
cross-border barriers for trade agreements, haammnithe politics and agreeing on the
domestic policy (Lawrance, 1996:25-33).



82
83
84
85
86
87
88
89
90
91

92
93
94
95
96
97
98
99

100
101
102
103
104
105
106
107
108
109

110

111
112
113

114
115
116
117
118
119

120
121
122

The words integration and economic cooperationctvishould be separated from each other,
are often used as synonyms. While cooperation kimited goals like trade and substructure,
the target of the regional integration is a higbelecooperation and a combined diplomacy.

Free trade agreements let the integration anderatipn be distinguished in today’s
world. The fact that the countries, which partitgoan regional integration, show no interest
in other free movement forms the cooperation, amgoap of countries’ aim of forming a
customs union and a higher level of cooperatiorstants the regional integration (Dieter,
2014:2). For example, while the removal of traderibes is an act of economic integration,
international agreements on trade politics are gsa@ of the international cooperation
(Balassa,1961:174).

Economic integrations bring statistical and dynasffects on a country’s economy. Viner’s
study is the first in terms of defining the coneratriteria between the advantages and
disadvantages of economic integration. Viner disitteese effects as trade creation effect and
trade diversion effect with the help of the “sttitial analysis”. The trade creation effect
means importing for cheaper than another counttigenunion when two or more countries in
the partnership are in a trade agreement. The tadesion effect, on the other hand, comes
in view when a non-union member country importdwhitgher costs to a country in the union
after the customs union takes its place (Hosny32@®b).

Balassa brings a new dimension to the field aftevofing that economic integration’s
statistical effects are not enough to analyze tledfane earnings in the integration and
introducing the dynamic effects of the economiegnation (Hosny,2013:139). The dynamic
effect of the economic integration expresses theldpments caused by the performance of
the long term economic growth by affecting the tese allocation in the economy. What
cause the dynamic effect are the increasing inverstsn formation of external economies and
providing the source efficiency after productiosaerces’ free circulation in a result of the
increase in the competition, using the scale ecaeg®m®merging after the market expansion
and the fact that the competition and growth mabdeziome more attractive to the investors
(Sanli, 2004:164).

2.1. The Processes of the Economic Integration

Economic integration was first brought forward bgl@Balassa in 1961 (Andrei, 2012:56). In
this context, from the narrowest to the most extenkevel the economic integration follows
4 steps (Hosny, 2013:134). The steps of this peoass

Free Trade Zone:It's an economic integration, which removes quariiiitations and all
tariffs that limit the trade between the memberntoas, and which allows free circulation of
the goods. Member countries apply their own tatiffyonmember countries. This generally
is called “trade integration”. The best exampldho$ integration is the North America Free
Trading Area (NAFTA) that has been establishedH®y Wnited States of America, Canada
and Mexico. (Hosny, 2013:134).

Customs Union: In customs unions, which are the most basic forfmstegration process,
the countries in a free trade zone apply customii$ ta the import from the third countries.
Since this kind of integrations includes the cooadion of international trade policies in
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addition to all characteristics of free trade zorbey can be recognized as a deeper kind of
integration than the free trade zone. European Qamityn which has been established by
West Germany, France, ltaly, Belgium, Holland antkémburg in 1957, can be the most
popular example for the Customs Union movement ifds84:2013). The first customs
union movement is the German Customs Union, whechoved the customs tariffs between
the states in Germany in 1834 (Erturk, 2002:46).

Common Market: Common Market is the customs union that includesfitte circulation of
the production factors like labor and capital betwéhe member countries. It is generally
defined as “factor integration”. In the beginninigl®93 EU acquired common market status
(Hosny, 2013:134). Other examples for common marlee CACM (Central America
Common Market) and EAC (East African Common MarkEtyurk, 1998:32).

Economic Union: The difference of the economic union than the commmarket is that it
removes the limitations on the goods that are stilbpethe trade and the discrimination with
factor policies (Balassa, 1961:174). Economic uni®rthe most well developed type of
economic integration, and it allows the member toes to be compatible with monetary and
financial policies and it even allows them to beedmily integrated. This is generally named
as “political integration” (Hosny, 134:2013). Memmbestart to use one single currency, and
there is one single central bank. On this stagesravithe national economic independence
almost disappears and common foreign policies piptiead, we can mention an integration at
the macro level. Europe became the European Contynwith the Maastricht Agreement in
1993 by reconciling all its economic and finangualicies, and in the end it completed the
monetary and economic union stage in 2002 by statt use the shared currency Euro. With
its current state EU is the most developed integrgErtirk, 2002:48).

3. Global and Regional Economic Integrations

The number of global and regional economic integnat is getting more and more. The
concept of global economic integration came toftire beginning from the late 1980s with
the concept of “globalization”, and it became p@apulith the concept of financial
liberalization. Global trends in the world appeatwo types. One of them is the global trend
that is based on the liberalization of the tradthiwvithe frame of GATT, which means that
the international trade includes all countries; #mel other trend is the economic integration
movements that are established to associate tke@fotrade and other economic activities
between the countries, which are in a certain regwith economic relations (Seyigla,
2013:225-226).

Regional integration means a state’s specific sjovhich are regulated in a way to level up
the economic integration, for removing the limitai$ on circulations of goods, services,
labor and capital. While the development for ecoitoimtegrations after Viner are described
as “old regionalism”, dynamic effects like increagsi competition, scale economies,
technology transfers and developed productivityregp the concept of “new regionalism”
(Hosny, 2013:139).

Tablo 1 Old and New Regionalism
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Old Regionalism New Regionalism

Quitting the Impoi-Substitution Worlc| Import trend — Integrated to the worl

Economy economy
Planned distribution of resourt Market distribution of resourc
Government basi Private companies bas

In principle free circulation of industrialEvery goods, services and investment
productions

Regional competition Global competition

Preferential treatment for developingqual rules for every nation
countries

Source: (Lawrance, 1996; 31)

Except for the well-known EU, EFTA that has bestablished by Switzerland, Lichtenstein,
Iceland and Norway; NAFTA that has been establidhethe United States and has Canada
and Mexico as members; ANZCERT that has been éstiall after the first free trade
agreement signed by Australia and New Zealand; ABT& has Brunei, Indonesia, Malesia,
Philippines, Singapore and Thailand as members; ®IBRUR that has been established by
Argentina, Brazil, Uruguay and Paraguay; and APE& has all the countries participates in
AFTA and NAFTA and additionally Japan, South Kor€hina, Hong Kong, Taiwan and
Papua New Guinea form the major regional integnattmvements (Erttrk, 2002:19). The
reason of the increase in regional integrationskEashown as the globalization movements.
“Even though the tendency of being participatedhi@ regionalism movements in a world,
where the walls of the customs are tried to be k@dpseems like a contradiction with the
globalization, the globalization and the regioratiian have complementary roles for each
other, and there will be a suitable environmenttfier globalization as the economic relations
of the countries between the regions increase” I(ikar2007:60). Briefly stated, regional
integrations form a basis for the globalization.

The regional economic integration should be seeonrasof the current policy options for
developing countries. Regional integrations hasesbenefits for the member countries like
providing access to markets, reducing risks anerditing the trade on the domestic industry
(Balassa and Stoutjesdijk,1975:45). Developed c@mmare industrialized countries that are
also active in institutions like International Maasy Fund (IMF), World Bank (WB) and
World Trade Organization (WTO), whose goals arestdize and to handle the free economy
at the global level. These countries establishrbaykets and their aim is to maintain the
stable environment, which provides the continuasfabe advantages they have. They follow
their policies in consultation with each otherlie groups they created.

Industrialized countries’ organizations that dirdat world economy in a global level are G-
8, G-10 and G-20. G-8 has an actual structuringiamgiobally the most influencing group.

G-10 is set up with General Arrangement to Borrawiricrease IMF’s resources and to
supply the needs of member countries. G-20, onother hand, aims to protect countries
against crises and to reduce the effects that ¢abeoavoided during globalization.

Developing countries also set up some organizationmovide solidarity for each other and
to carry the problems they are having to the glgidatforms. For instance, G-77 promotes
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economic and technical development. G-24 has bstableshed to facilitate coordination
about monetary problems and development. D-8 i®apgthat has been constituted between
8 Islamic states (Karluk, 2007:17).

4. Economic Integrations That Has Turkey as a Memlre

Turkey is a member of many economic integratioranizations that includes different aims
and regions. These are Black Sea Economic CooperdKEI), Economic Cooperation

Organization (EIT-ECO), Organization of the Islar@onference (IKO), Developing 8 (D-8),

Organization for Economic Cooperation and Developm@®ECD), European Free Trade
Association (EFTA) and lastly European Union (EW)th which its membership is still in

the process.

Black Sea Economic Cooperation (BSEC)BSEC was signed in Istanbul in 1992 by
Turkey, Russia, Ukraine, Moldova, Georgia, Romaama Bulgaria that have costs to the
Black Sea and by Greece, Armenia and Azerbaijandbanot have costs to the Black Sea.
The aim of BSEC is to bring peace, stability anaisperity conditions to the Black Sea basin.
It intends to develop economic, technological amciad relations between countries by using
their similarities like their geographical proximeg and their economic supplementary
features. For the long term to create a free traae has been decided (Celik, 2013:522). At
the first article of BSEC it's been aimed to hawidarity, respect, trust and cooperation
between the member countries by addressing to #isirthi Final Act, the Conference on
Security and Cooperation in Europe and to the Caft®aris for a New Europe. Thereby, at
the first stage its target is a political relaxat{&rtiirk,2002:502).

Even though BSEC has a long past, when we congideintegration process we cannot say
that it has been proceeding successfully, sincaubstructure of the member countries don’t
complete each other and they don't have ready mudistes to follow for the integration
processes. It's an unavoidable fact that the merobantries don’t have any intention to
construct these substructures. The countries are olose to the Europe and for that reason
concentrating on BSEC would cause a costly divarfiom the target for them. Although it
has an important place within the existing inteigreg, BSEC is not a bigger market than
Europe. Countries that signed the agreement has taagain from and offer to the West and
to the United States than what they can offer edhbr in the short term (Ertiirk,2002:323).
While correcting the negative conditions of BSEQia hard, the first step to take would be
to prepare the substructure. Member countries ateatly complementary but it’s difficult to
understand the purpose of including the countrigisowut costs in the union.

Economic Cooperation Organization (HT-ECO): RCD (Regional Cooperation for
Development) that has been established by Turkag,dnd Pakistan in 1964 aims to provide
a well-rounded regional economic cooperation betwélge member countries. These
countries have seen the historical and culturaldboas a facilitative factor to reach their
goals. The aim of the Regional Cooperation and ititegration between countries is
development. The primary target of this integrati®mlevelopment and what the integration
places importance on is to be specialized. Howewerreach its specializing target
development aimed integration, which has been ksitalol by developing countries, a good
organization is a must. Beside a development aifresdtrade zone and customs union they
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also attach importance to create the substrucButafter the Islamic Revolution in Iran in
1979 RCD was suspended and its activities wereiteted. Although there has been 16
investment projects discussed to be realized byrtember countries together in the second
half of 1960s, most of them couldn’t be complet@d1985 the ECO has been established in
place of RCD (Erturk, 2002:304). The turning pdimt ECO'’s history is the membership of
Uzbekistan, Kirgizstan, Azerbaijan, Kazakhstan, #eigistan and Tajikistan in 1992. With the
participation of the new countries EIT became aor@ cooperation organization, and with
the Izmir Agreement signed in 1996 it aimed to dewehe cooperation and trade for the
member countries (Seyign,2013:304).

Expansion of ECO is a big breakthrough, but theneooy policies of mutual relations in
integration movements are also important. The a@sitestablishing the zone have
population and relation, which would be potentidgiysion factors. There are controversies
between the countries. Turkey has problems withsRus$akistan has domestic affairs and
also problems with India. Free market economy ammkepnechanism in the region could not
have been fully established and countries do net htheir own currencies or foreign
exchange mechanisms. When the resource allocattbmaome distribution from the factors,
which ensure the success of integration in theoregs examined, it is obvious that there are
inequalities, however, the complementariness imegoes is a very important advantage
(Ertark, 2002:318). When the problems about traddustry, banking business, insurance
business, communication and transportation betwlee®T countries are solved, there can
be a chance for a well-rounded cooperation by dgwedj the financial relations and
harmonizing the monetary policies (Baykal, 2009.63)

Organization of Islamic Cooperation (OIC): The name of Organization of the Islamic
Conference (OIC), which was established to builidaaty between Islamic states in 1969),
has been changed as Organization of Islamic CotperéOIC) according to the decision
taken at the 38 meeting of Foreign Ministers  (Ertlrk,2002:342;
http://ab.gtb.gov.tr/uluslararasi-orgutler/islanbiifigi-teskilati). =~ Cooperation has been
established to create a global union image regartirthe goals like to develop and support
the solidarity between Islamic states, to make torteto remove the racial segregation,
discrimination and every kind of colonialism, toeperve the real image of Islam and to
support international peace and http://www.oic-
oci.org/oicv2/page/?p _id=52&p ref=26&langenHowever, it's not likely to see the
organization as a global actor, since it cannattremathe problems that the Islamic World has
been facing with (Ataman, G§&n, 2014:7). Although the union has important bignébr
the Islamic World, there are some difficulties thave to be resolved, and the differences in
the socio-cultural status, economic developmergllend political structure of the members
prevent the formation of concurrence between thenbegs (Ertirk, 2002:302; Ataman,
Goksen, 2014:7).

Developing 8 (D-8):D-8, whose foundations laid in 1996 at “Developm@aoperation
Conference”, has been officially announced in Istdrin June 18 1997 at the Summit of
Heads of States and Governments. The principletheforganization are stated as peace
instead of conflict, dialogue instead of confroitai cooperation instead of exploitation,
justice instead of double-standard, equality irgstefadiscrimination and democracy instead

7
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of oppression. The cooperation within D-8 is calraut in sectoral basis. In this context,
Turkey coordinates the cooperation in industry, ltheand environment; Bangladesh
coordinates the cooperation in rural developmamphesia coordinates the cooperation in
alleviating poverty and human resources, Iran doatds the cooperation in science and
technology, Malesia coordinates the cooperatioiingnce, banking and privatization, Egypt
coordinates the cooperation in trade, Nigeria coatds the cooperation in energy, Pakistan
coordinates the cooperation in agriculture andefigh{http://developing8.org/Secretary.agpx
Since the countries that established the Develo@npave important places in world
population, it's possible for them to be a pressyn@up. Turkey also has an essential place
between these countries. Thus, Turkey should l@okife ways to open up more to these
countries (Ertark, 2012:364).

Organization of Economic Cooperation and Developmear(OECD): The ground of OECD

is based on OEEC (Organization of European Econddwoperation). OEEC has been
established to run the Marshall Plan, which finahbg the United States of America, after
the World War Il (http://www.oecd.org/about/histfryl6 founding members of OEEC are
the England, Denmark, France, Austria, Iceland, d&ne Italy, Norway, Holland, Belgium,
Turkey, Switzerland, Portugal, Luxemburg and Gre&¢gh the Paris Agreement that came
into force in 1961 OEEC became OECD. With this $farmation the “Europe” in OEEC left
its place to “Development” in OECD because of teeassity of realization the development
mentioned in the first article of the Agreementuddonot only be for the member countries,
but for world economy (Karluk, 1990:7). OECD hasf@dnding members. These are the 16
founding members of OEEC and the United Statesmoérica, Canada, Germany and Ireland.
Later on Japan, Finland, Australia, New Zealand dthdngary participated in the
Organization, too. After the participation of Megj Czech Republic, Poland, South Korea,
Slovakia, Chile, Estonia, Slovenia and Israel thare 34 members of the Organization
(Akbulut, 2002:1).

The aims of the Organization are to ensure the@uanstabilization and development of 34
member countries and to look for the ways to tura problems of globalization into
opportunities (Karluk, 2014:1). For Turkey OECD hts important organs. These are
Consortium for Aid to Turkey constituted in 1962heve our country’s economic statues is
discussed every year, and “Working Group on Tuskegxternal Debt” which was
established on 17 May 1978 with the purpose ofebettanagement of Turkey’s increasing
foreign debt (http://www.mfa.gov.tr/iktisadi-iskigl _ve-gelisme-teskilati-_oecd_.tr.mfa
Turkey never presided any western organization mixie the OECD which has a 65 years
history (Karluk,2014:1).

World Trade Organization (WTO): The idea of creating an organ in international érad
goes back to the years 1947-1948, and in this delgéernational Trade Organization was the
first attempt. The main goal of the organizatiortadiberalize the world trade (Seyigla,
2013:233). Although the aim of WTO is to liberalitee world trade and put the trade
forward, developed countries use this liberty fait own interests and that's why developing
countries and underdeveloped cannot have the samertanity. There is no support for
underdeveloped and developing countries’ improvamelnberation policy for the world
trade makes the integration between these countreningless and makes them become

8
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distant to be active. (Ertirk, 2002:244). Even tijiouhe countries are interested in the
liberation of the world trade developed countrieisl @ot recognize the organization.
Hereupon, the General Agreement on Tariffs and 8r@BATT) appeared as a temporary
agreement. GATT aims in general to liberalize, ttgveand organize the world trade widely,
but the relations in this regard went beyond thddrin goods; when it expanded by including
invisible items of trade, intellectual propertyhtg and agricultural sector, GATT-47 has been
changed, and a new regulation was applied withcthrestitution of GATT-94 and WTO
(Seyid@lu, 2013:233).

Turkey — Israel Free Trade Agreement (TIFTA): TIFTA, which was signed in 1996 with
the law no. 4239 in Jerusalem, is a result of thst@ns Union between EU and Turkey. This
agreement contains two goals; Turkey's acceptamchen free trade agreement, which is
signed by Israel and EU within the frame of Medaeean Policies, in connection with our
foreign policy, and providing an indirect suppoot 4olve the conflict between Israel and
Palestine. The first article of the agreement stttat it's aimed to establish a free trade zone
between Turkey and Israel until 1 January 2010th&igh an essential economic benefit is
not expected from TIFTA, with deepened financidhatiens it can bring not only better
economic benefits but the agreement signed withelss also important to enter the United
States’ market as well as Israel's (Ertirk, 2002;8ydin,2004:1).

European Union (EU): The Union that was named European Coal and Stegin@mity,
which was established in 1950 and aiming to proeicenomic and political peace, has a goal
to end the wars between the neighbors in Europ&9%7 with the Treaty of Rome, European
Economic Community (EEC) which was based on the frieculation of labor, goods and
services has been established.

Table. 2 EU Agreements

EU AGREEMENTS

Treaty of Paris 1951 The treaty that created EwopeCoal and Steel
Community

Treaty of Rome 1957 The treaty for the establisttroéthe Union

Merger Treaty 1965 The treaty signed in Belgiumhged three Europedn

unions (European Coal and Steel Community, European
Economic Community and European Atomic Energy
Community) under a single roof.

Single European The act signed by Germany, Belgium, French, Holland

Act 1986 England, Ireland, Spain, Luxemburg and Portugahgbd
the agreements, which established the Europeannegnio
extensively.

The Union’s name has been changed as European .l
Maastricht Treaty 1993 Thus the transformation from a common market to an
economic union has been completed. With this tregdigs
been decided to complete the monetary union, &bish
the European citizenship, and to make policies dg
common trade and security and cooperation forgesind
internal affairs.

=

The rights for the European citizenship term haeen
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Amsterdam Treaty 1997 strengthened. It's been aitwegrovide the European
citizenship with fundamental rights, free circutati and
civil rights, and also to establish a single marketate
employment and a common currency. Freedom, security
justice and strengthening the global role of the &b the
goals to achieve.

Treaty ofNice It's been signed to overcome the deficiencies of
2001 Amsterdam and Maastricht Treaties. This Treaty etsg
mostly the institutional regulations.

Constitutional In 2001 the first draft of the Constitution for Bpe has
Treaty for Europe 2004 been established at the Laeken Summit. The Trdaityed
Constitution of Europe was signed in Tome in 2008t of
the 27 member countries accepted the treaty.

With the treaty it's been aimed to overcome fthe
Treaty of Lisbon 2009 deficiencies of the decision making mechanismsefgEU
and to reach a more democratic and efficient sirector
the Union. The name of the treaty which founded |the
European Community has been changed as Treatyegn th
Functioning of the EU. By using the word “union’siead
of “community” the EU gained a single legal perdaga

Source: (Seyidglu, 2013:255)

The community has expanded to the South with théicpzation of Greece in 1981 and
Portugal in 1986, and the number of members inece&s 12; in 1995 with the participation
of Austria, Finland, Sweden to the Union the numb&members increased to 15. The
common currency of Europe Euro got officially imazilation in 2002 in 12 countries. Soon
after the number of the countries using the Euroetiey increased to 19; in 2004 the biggest
expansion took place with the participation of XWwncountries (Czech Republic, Estonia,
Greek Cypriot Administration of Southern Cyprus,tdia, Lithuania, Hungary, Malta,
Poland, Slovakia and Slovenia) to the EU, and tithparticipation of Bulgaria and Romania
in 2007 and Croatia in 2013 the number of the membeuntries reached to 28
https://www.ecb.europa.eu/euro/intro/html/map.eniht

The first reason which gets Turkey closer to theiEGreece. The aim of the membership
application which was made right after Greece’sliappion was to keep a close watch on
Greece. The other reason is historical, which candbscribed as the importance that
Ottomans gave to the Europe and the desire to aevetimacy with the center of Europe.

Another reason why we want to be a member of thei€lthat the EU is seen as a
modernization project and the strong thought albeathing to the modern standards, which
is possible with culture-civilization-modernismatriln addition to this, the fact that we can
benefit economically from the wide market advansagé Europe can count as one of the
reasons for being a member of the union (Erturk22264).

Turkey’s relations with the EU started with its mearship application for the EEC in 1959.
In 1963 Ankara Agreement was signed. The purpogbeofAnkara Agreement is to support
the relations between Turkey and EEC and to garfréee circulation for labor, services and
capital and accordingly to be integrated to Europ&ngle Market. According to the
agreement a gradual customs union is to be edtaedlisetween EEC and Turkey, and at the
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last stage a full membership will follow that (httpvrupa.info.tr/en/eu-and-
turkey/history.html).

The decisions for establishment, method and canditof the customs union were made as it
is stated with Ankara Agreement in 1995 at the €urkU Association Council meeting,
which was conducted in Brussels. Beginning from 6198e customs union relationship
between Turkey and EEC, which has been establigfiedthe full membership application,
started to be applied (Ozer, 2009:93). The mosbitapt benefit that Turkey gained with the
Customs Union Agreement was the removal of theléegtiotas (Seyidgu, 2013: 276).

In the Progress Report, which has been publishedheyEU Commission in 2004, it is
declared that Turkey’'s harmonization package, wiiichsees changes on many regulations
to meet the Copenhagen Political Criteria, fountisang and a positive opinion was
expressed at the Council for the full membershigtngs. The inconstant relation between
Turkey and EU took yet another turn with the Intefgrnmental conference took place in
Luxemburg in 2005. (Seyigtu, 2013:280).

In the Progress Report in 2006, which is the mostarehensive progress report prepared for
Turkey after its full membership process began,adrtgnt subjects regarding Turkey like
Cyprus, Border Conflicts, Minority Rights, CulturRights, Religious Freedom, Parliament,
Public Administration, Adaptation to the Internai@ Bill of Human Rights, Civil Rights and
Fight against Corruption were handled in detail €(2006:80). Southern Cyprus’ existence
in EU on behalf of the entire Cyprus, the reasomaffinitiation of the trade with Southern
Cyprus and oppositeness of France, Germany andamtblfor Turkey’s full membership
caused the suspension of the negotiations (Sgiyid®13:281). The accession negotiations
for EU, which were static for the last two yeaisrted to get into motion with the phase of
Economic and Monetary Policies. The purpose of ghase is to provide an economic
harmony in the existing strong economic structiioeencourage innovation, to establish a
sustainable development, to ensure the freedonerdfal banks of the member countries, to
forbid the finance of public sector by central bardnd avoiding the privileged access to
financial institutions by the public sector. South€yprus blocked out the jurisdiction and
fundamental rights (23Phase) and justice, freedom and securit{ @4ase) (Bugiin,2015).

According to the 2014 Innovation Union ScoreboafdEd), innovation performance of
Turkey made progress staidly between 2006 and 20h#e Turkey’s performance to fulfill
EU standards was 36% in 2006, it increased 409®0182Turkey’s innovation performance
recovered and it started to catch up with the EWfopmance. Report evaluates many
countries progress, and Greece, which tries togmteVurkey’'s EU membership on every
occasion and takes place in Black Sea Economic €atipn along with Turkey, appears in
the group of Middle Innovators, while Turkey’s isthe group of the Modest Innovators. The
group members of Leading Innovators are Sweden,n2dn Germany and Finland
(European Commission, 2014:8)
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Table 3 EU-27 and the Current Status of Turkey

EU-27 | TURKEY

2014 | 2014

ENABLERS
Human Resources

. New doctorate graduates 1.7 0.4

. Population completed tertiary education 35.¢ 18,C

. Youth with upper secondary level education 80,2 58,3
Research Systems

. International scientific co-publications (mil) 343 85

. Scientific publications among top 10% most cited 11,0 7,0

. Non-EU doctorate students 24,2 3,2
Finance and Support

. R&D expenditure in the public sector (%GNP) 0,7t ] 0,4¢

. Venture capital investments (%GNP) 0,277 | -

FIRM ACTIVITIES

-Firm Investments

. R&D expenditure in the business sector (%GNP) 1,31 0,37

. Non-R&D innovation expenditure 0,56 0,16
- Linkages & entrepreneurship
. SMESs innovating in-house (%) 31,¢ 28,2
. Innovative SMEs collaborating with others (%) 11,7 5,3
. Public-private co-publications (per million) 7,2 1,3
- Intellectual Assets
. PCT patent applications (GNP - billion) 1,98 0,76
. PCT patent applications (GNP) 0,92 0,44
. Community trademarks (GNP - billion) 5,91 0,3¢
. Community designs (GNP - billion) 4,75 0,23
OUTPUTS
- Innovators
. SMEs introducing product or process innovations 38,4 29,5
. SMEs introducing marketing/organizational innovasio| 40,< 50,
. Fast-growing innovative firms 16,2 13,3
- Economic effects
. Employment in knowledge-intensive activities (%) 13,9 5,0
. Contribution MHT product exports to trade balance | 1,27 -3,1¢
. Knowledge-intensive services exports 45,3 21,9
. Sales of new to market and new to firm innovations | 14,4 15,¢
. License and patent revenues from abroad (%GNP) | 0,77 0,00

"Data belongs to 2013, before Croatia’s membership
Source: European Commission, Innovation Union Scoreboadd4285

In Table 3 EU “2014 Innovation Union Scoreboardablers, which ensure firms to
perform innovation, includes external factors arffiecentiates between three innovations.
First of them is human resources that contain tireeat status of skilled labor, the second
one is research systems which examine the intematicompetitive power in a scientific
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manner, and the other one involves the financesapgort systems. Firm activities gather the
innovation performances at the firm level and uhderthree innovations. These are the
investments of private sector for R&D and non-R&mhavations, cooperation with other
firms and public sector through linkages and em&egurship, and lastly with intellectual
rights, which firms gain as a result of their inatien performances, the intellectual assets are
evaluated (European Commission, 2014:9). In termth@se indicators it is obvious that
Turkey is very below the EU average. The ratio MES, which make innovations in their
own community, is close to the EU ratio. Finallyetoutputs of the firm activities are shown
as innovators and economic effects. Turkey's ratd SMEs, which introduce
marketing/organizational innovations to the ratfcath SMEs is above the EU average. The
ratio of intermediate and advanced technologicaldpct exportation to the ratio of total
exportation is -3.13; however the ratio of the mes from licenses and patents within the
GNP appears as zero (European Commission, 2014:82)

Table 4. Turkey’s Effect to the EU GNP (Billion-Euro)’

2014 2015 2016 2017 2018 2019 2020 Total

EU-25 15.949. 16.69 @ 17.473. 18.289. 19.144. 20.039. 20.975. 128.565.
GNP 217 3.757 | 466 862 521 067 181 071

GNP 15.949 16.69 17.473 18.289 :19.144 @ 20.975 :20.975 128.565
(Lower 3
Scenari
0)

GNP 47.847 50.08 52.420 54.869 57.433 H 62.925  62.925 @385.695
(Higher 1
Scenari
o]

*Estimated Data
Source: (State Planning Organization, 2004:35)

According to the estimations of Hughes (2004) ibl€at, the influence of ten new members of EU on
EU15 is between 0.1% and 0.5%. In 2015 GNP of BEUHe new ten members is 4.6%, and when it is
compared to Turkey, it's possibly around 3%. Acaogdto the low scenario in 2014 Turkey's
contribution to GNP of the EU-25 is estimated taabeund 47.8 billion Euros. The estimation expects
that there will be a 128 billion Euro contributifor EU GNP between 2014 and 2020 according to the
low scenario and 385 billion Euro contribution acting to the high scenario (Hughes, 2004:12;
DPT,2004:35).

It's been expected that the positive steps thataBtd Turkey will take together will affect not only
Turkey but also Europe positively. It can be statext the Republic of Turkey can be an actor, which
makes Europe more powerful, with its young popalatigrowing market, geostrategic location and
democratic structure (Akcay,2011:22). Besides, ptssible that Turkey has an important effect for
EU’s benefits for foreign policy; since Turkey heasvide geography reaches to Middle East, Caucasia,
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Black Sea and Mediterranean basins. It's beenipated that Turkey’s role will be big in terms of
expansion of Union’s borders in South-East andeasing its benefits in these rough areas (Hughes,
2004:3). On the other hand, Turkey's EU memberslapld bring some costs to EU in mid- and long
terms; because Turkey would become a receiver fhenbudget, when its development level is taken
into account. However, parallel to the developmiahd of Turkish economy Turkey's growth,
foreign trade and entrepreneurship contributiorSumpean economy should not be ignored. In brief,
Turkey would not be a country that only gets a sharthe cake, but also a country that makes the
cake bigger and richer.

6 Turkey’s Search for Economic Integration: Can Shangai Cooperation Organization Be
an Alternative?

Turkey's lack of finding what it wants from the e@mic integrations it carries out brings demands
for new searches from time to time. One of theseckes is the Shanghai Cooperation Organization,
which has been mentioned repeatedly by the rulengypluring the recent years, in response to the
never concluded EU membership efforts.

Shanghai Cooperation Organization is a common #ggcarganization established by Russia and
China in 1996 with Kazakhstan, Kirghizstan and Kigjan. At first the Organization was mentioned
as “The Shanghai Five”, when it's established b ftountries in 1996 and as Shanghai Cooperation
Organization (SCO) with the membership of Uzbekista2001. As part of Organization’s effort for
expansion Afghanistan, India, Iran, Mongolia andigtan joined as observers; Belarus, Siri Lanka
and Turkey are dialog partners of the organizasiod participate in the annual meetings of heads of
states and annual meetings of prime ministers:(iMtpw.sectsco.org; http://www.mfa.gov.tr/).

It draws attention that the first step for estdbiig the Shanghai Cooperation Organization took by
China and the Organization covers the entire CeAsa except for Turkmenistan. While the first
structuring of the organization was for the purpoéensuring the regional security and solving the
border security problems, in 1999 it developed dewiidentity as regional security and economic
cooperation organization. In this context, the oigation takes an active role in solving problems
between member countries, success of intergovertaingiscussions, elimination of border conflicts,
increasing interregional cooperation and most inguly in the fight with extreme religionists and
terrorism (Yildirim,2005; Uras, 2013). By holdingore than half of the petroleum production of the
world the organization aims to turn this economasvpr to an effective power against the United
States of America. This purpose was confirmed bgsiRun leader Putin in 2007 at Bishkek Summit as
he states that a unipolar world cannot be accemtafite organization, which tries to create an
economic and in the final period a military coopiera model beside the fight with secessionism and
border security, has very low scores in terms ofi@gacy according to the EU Copenhagen Criteria
(Zeyrek, 2013).

In this context, when we take a look at the Demogcitadex (shown in Table 5), which is prepared by
Economist Intelligence Unit —belongs to Economisigawine group- by taking the criteria like free
and fair selections, pluralism, good governancétigal participation, political culture and freeahs
into account, democracy scores of SCO member deargeem to fail.

Table.5 Democracy Index by Economist Intelligence kit

SCO Russia China| Tajikistan Kazakhstan Kirgizstan  Uiktek
Democracy Index 3,39 3,00 2,37 317 | 524 2,45
EU’ Greece Cyprus Slovakia | Bulgaria Romania | Turkey ™
Democracy Index 7,45 7,40 7,35 6,73 6,68 512

14




489
490

491

492
493
494
495
496
497
498
499
500
501
502
503
504
505
506

507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522

523
524
525
526
527
528
529
530
531

“5 EU countries with the lowest Democracy Index
Candidate Country for EU membership

Source: (The Economist, 2014)

According to the Table 5 Democracy Index of five Bi¢mber countries with the
lowest indexes have higher scores than the colfKirgizstan 5,24) with the highest score
among the SCO countries. As for Turkey, it hasghéii score than SCO countries (except for
Kirgizstan) (The Economist, 2014). According to tth&urkey will have the same low
standards with SCO if it sacrifices from democrda8yt if it develops its democracy a little
more it will then reach the same standards with Ehbther case to be stated about Turkey’s
membership for Shanghai Cooperation Organizatidhads Turkey takes EU democracies as
references in terms of democracy, human rightsresogcy of law and fundamental
freedoms. While Turkey constructs the process, Wwitidgnitiated with EU, on “values and
principles”, it makes necessary to evaluate othegamizations equally, since Turkey
considers them as alternatives. Seeking for commterest from the countries lack of
principles like democracy and supremacy of law emastructing its future on these countries
would not serve for the targets of Turkey. Whenleek at the Middle East and Eurasia, it
can be observed that the peace in domestic andyfiopelicies of these regions could not
have been established (Demgrg015).

When Shanghai Cooperation Organization’s leadingntiees Russia and China’s
targets to have a say in Central Asia are pairdd wieir efforts to isolate the area from
western effects, it's necessary to think that tiiganization is a security system to protect
their territorial integrity. On the other hand, Ri#s and China with dominant role in the
organization caused organization political viewhe dependent on these countries, too.
Besides, the fact that China and Russia are mendiedited Nations’ Security Council
enhanced organization prestige, and this is eveduas a tool to balance the interest of the
United States of America in the area. The UnitedeSt of America gaining more domination
in Central Asia would cause the countries outsid8@O to serve for the USA’s interest in
return for the help from the States and to becorseumt to the SCO, which is identified by
the policies of China and Russia. This would pdgsiteaken the thoughts of SCO as a
successful integration. Also different life stylemd different understandings, which are
shaped because of the fact that Central Asia Hératit ethnical and religious structures,
will increase the concerns about SCQO’s future, witth the support of experiences from
area’s historical process the belief that SCO it amsuccessful integration initiative will
become stronger (Yildirim, 2005).

The relations between Turkey and Shanghai Cooperdfirganization start with
Turkey’s application to the organization for theselver status and being rejected. Although
the Russia supported Turkey, China was not entstisiabout Turkey's membership with the
reason that Turkey can play role on the subjectSenftral Asia and East Turkistan, and with
that it can harm China’s interests in the area.nEtl®ugh the president of Kazakhstan
Nazarboyev stated at the leaders meeting in S¢réteirg in June 2002 that they opened their
doors for the countries want to cooperate, in 7udan2002 at organization’s meeting for
foreign ministers in Beijing China declared thate thask of the organization is
institutionalizationand it has negative thoughts on the acceptance of mesmips, which
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creates the impression that the expansion of thanization is under the initiative of Russia
and China (Yildirim, 2005).

The prime minister’'s presentation of SCO as anradieve to the membership process
of EU and his lobbying efforts to make Turkey a nbem of Shanghai Cooperation
Organization in 2013 can be seen as Turkey's affdoot keep its objectives for the
membership of SCO alive with also the help of gosdtions with Russia (Zeyrek, 2013).

This move of Turkey shows its intention to steemirthe Western Market to the
Eastern Market. However, the facts that the Customisn Agreement between Turkey and
EU, many employers and employees live in EU, theeabe of economy within the recent
cooperation policies of SCOand having the security as priority can be deecribs a
condition to fail Turkey’s intentions in this fieldn the other hand, there are also reasons
make it hard for SCO as being an alternative for &lbice SCO is lack of having the desired
standards like sharing the rich qualities of Westeivilization and its culture, democracy,
freedom of thought and conscience, human rightsresnacy of law that They has set as
target for many years; and it seems that SCO will rave these standards for a long time
(Uras, 2013).

Besides, after the events of “warplane shot dovisistrand others according to the
border breach, the uncompromising attitudes sHuhaldoors. When considered from this
point of view, it's a step with big importance thadrkey’s first act after shooting down the
Russian warplane was to call a meeting immediatetih NATO Council and to ask for
support and solidarity from its allies. Besidestthaith the appearance of the crisis the
diversification of energy resources and the camicglaof the Turkish Energy Project can be
reviewed as important developments. Turkish EneRggject constitutes two kinds of
problem. First of all this project is contrary tbettrade policies that Turkey has been
developing since the early 1990 for marketing thdasground sources of Caspian Basin to
the world market through its own land. If the patjées put into practice then the thought of
carrying Azerbaijani, Turkmenistani, Iranian andle future Iragi natural gas to the Europe
will become difficult. Another problem is the camiance of Turkey's need on Russian
natural gas and the possibility of making Turkisloligges weaker against Russia
(Demirts;,2015).

Conclusion

The goal of the integrations that has come toftine after the World War 1l is to
develop the world trade. Universal goal is to emal practices which limit the trade between
the countries, and the liberalization of the wdrade has been achieved with GATT. This
also started the globalization movement. Whiledglobalization phenomenon was in progress
during the 1970s, regionalization movements gath@ace. Even though globalization and
regionalization look like they are by the earsythetually complete each other.

Turkey gives importance to a well-rounded inteigrapolicy. Since it's a member of
World Trade Organization, Turkey has to apply oigation’'s decisions regarding
marketization in a global level. Turkey makes itBoices about the regionalization
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movements around the world on EU’s side. Europearoid adventure of Turkey which
continues since 1959 and got faster after the regnis started. However, a difficult
marathon is waiting for Turkey, which will start teformative changes. When Turkey, which
was accepted as a member of the Customs Union wtitheing a member of the EU, is
compared to the countries that became member dCtis¢goms Union after being a member
of EU, it's a fact that they are benefiting fronetBU more. We can also see that there are
many countries that do not comply with MaastrichiteZia. EU looks for tactics to delay the
process by evaluating Turkey according to diffesstio-political and cultural values.

It's obvious that the integrations, like BSEC, E@@ D-8 could not have made much
progress, since they could not provide the econamnicess conditions. With BSEC the social
substructure of the countries could not recognaehether. Although ECO’s expansion is a
breakthrough, the countries establishing the zoagatentially tension factors. The countries
at D-8 have problems with different industrial deyenent levels, different economic
systems and different political systems. Being animer of OECD and being in the chair of
this organization is very positive for Turkey. Tumg its face to the West during the search of
economic integration may be a regional handicaf tokey. It should take important steps to
be able to develop its regional relations.

Since the expected result of Turkey's steps in faene of strengthening regional
relations is not given, this brought other searcivith it. One of these searches is the
Shanghai Cooperation Organization. When we lookh&t organization’s structure and
purposes, Turkey takes EU criteria as referenceéeims of democracy, human rights,
supremacy of law and fundamental rights. In thisitert, other formations (Shanghai
Cooperation Organization — SCO) that Turkey takeslgernatives also need to be studied
with similar criteria, in connection with restrudig the process, which has been started with
EU, in terms of “values and principles”. The membeuntries of SCO are lack of values like
democracy and supremacy of law and they cannoglpeace to the domestic and foreign
policies in Middle East and Eurasia, which is ansighich shows that this integration cannot
help Turkey to find an answer for its needs.

As a result, in short term it does not seem posgdrl a cooperation organization to be a
key actor at international relations, when it'saganization with low democratic criteria for
free and fair elections, pluralism, well managipglitical participation, political culture and
freedoms; and an organization without concurretgrests and mutual respect to member
countries’ rights and characteristics. The fact taminant powers like Russia and China has
more say for SCO'’s policies causes Turkey to taget an important role in this organization.
Besides, the recent “warplane shot down crisis” amgielding behaviors became a progress
which makes Turkey’s membership to SCO nearly irajtde.
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