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1. INTRODUCTION 

 

The relationship, which has been going on between Turkey and the EU for fifty years, has 
reached an important stage especially in the period of 2000 – 2012 despite some distributions 
during the course of the years. After the Customs Union (CU) between Turkey and the EU 
came into effect in 1996, and Turkey was granted EU candidate country status in 1999, the 
economical and political integration relation between Turkey and the EU has gained a new 
dimension, and so Turkey achieved an important step to be full membership in the EU. 

 

Turkey and the other candidate countries, which become a member country of the EU and 
join the economic and monetary union, has tried to fulfill the political and economical criteria, 
such as Copenhagen and Maastricht criteria. Due to the certain constraints and some concerns 
on certain subjects, the integration of Turkey to the EU has interrupted – especially following 
2008 global financial crisis and 2010 – 2012 debt crisis in Euro Area. During the period of 
2008 – 2012, there have been very important economic developments in Global and European 
financial markets. Turkey’s objective to be full membership in the EU has become more 
important for political and economical interests of the EU. During this period, Turkey’s 
economy has developed in contradiction to the Global and European financial markets. This 
indicates that Turkey and the EU are need in for each other’s presence especially in economy 
to create a more effective and important global force. Therefore, this paper is prepared to 
examine and analyses the importance of Turkey for the EU due to in particular economical 
reasons.        

 

Between the first part and the sixth part of this paper, the history of the EU and Turkey 
relations, and legal, political, social, cultural, and especially economical issues for the full 
membership of Turkey in the EU in order to show the economic–political structure and the 
integration ability of Turkey with the EU are discussed. In the seventh, eight, and ninth parts 
of this paper, the Global, European, and Turkish financial markets during the period of 2000 – 
2012 are discussed, with a focus on the impacts to Turkey of the 2008 global financial crisis, 
and current structure analysis of Turkish banking sector and stock markets in order to show 
broadly the effects and comparisons of financial developments for Turkey and the EU on 
Turkey’s Accession to the EU. The last part of this paper evaluates Turkey’s possible 
accession to the EU given recent developments in Turkey’s economy and financial sector. 
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10) CONCLUSION AND OUTLOOK 

 

With the commencement of the CU on 1 January 1996, Turkey took important steps to fulfil 
the Copenhagen economic criteria. Turkey’s accession negotiations with the EU had started to 
slow down prior to the debt crisis in the Euro Area, and the process of the negotiations 
entered a period of stagnation, regardless of the crisis. The arguments put forward against 
Turkey’s membership in general are mainly political. There is not much more than economic 
reasons to oppose the membership of Turkey which has low public debt, fiscal discipline, 
higher capital adequacy of the banking sector, and high economic growth. On the other hand, 
the economic basis of views relating to reducing the attractiveness of membership of the EU 
crisis is not very strong. Despite the crisis in the EU, the rate of Turkey‘s GDP is still half the 
level of the rate the EU’s GDP. Similarly, Turkey lags behind the EU average in basic 
statistics, such as education level, employment rate, labour force participation rate, income 
inequality, inter–regional differences in development and gender inequality. Therefore, the 
EU with the high level of development and prosperity still continues to be an attraction for 
Turkey. 

 

The 2008 global financial crisis has led to most of the world economy entering into quite a 
deep recession. One Europe ideal of the 27–member EU is no longer seriously questioned in 
the face of severe economic devastation, combined with global economic crisis. The 
economic crisis led quickly to a decline in global economic growth, and the unemployment 
rate increased rapidly with the impact of the crisis. The young labour force has been the most 
affected by the global economic crisis. Despite this, Turkey has achieved significant 
economic developments during this period. 

 

During the 2008 – 2012 period, growing economic imbalances in the international markets 
increased inflationary pressures throughout the world. In developed countries, measures to 
slow demand are taken to limit the growth of domestic demand in spite of inflationary 
pressures, and the interest rate is increased. These measures lead to changes in international 
portfolio preferences, and capital outflow from developing countries is experienced. The 
market responses and movements in the markets of the countries, which experience capital 
outflows, lead to re–determining the risk perception of these countries. This process in 
developed countries is expected to continue until inflationary expectations are recuperated. 

 

After the 2008 financial crisis, the economic indicators of many European countries 
deteriorated due to the stimulus packages put in place to stimulate the European economy and 
increase public spending. After 2009, the ratio of the budget deficit of the GDP particularly in 
the Euro Area and countries such as Ireland, Greece, Portugal, and the United Kingdom was 
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well above the 3% limit of the Maastricht criteria. In some European countries, the debt ratio 
limit of 60% has also been exceeded owing to the deterioration in fiscal balances. In addition, 
the Euro Area, which grew by 1.4% in 2011, is forecast to contract by 0.3% in 2012 and grow 
by 0.9% in 2013. High public debt and deficits, lower potential output, and the growing 
tension in the European markets create pressures on the growth of the many developed 
European economies. 

 

High public debts as well as high household and corporate sector debts in the EU make it 
difficult for the private sector to contribute to economic activity, and constitute an important 
risk factor on the growth of the EU. Low asset prices and depreciation of government bonds 
from the debt crisis in the Euro Area put pressure on bank balance sheets. Re–capitalisation of 
the European banks and balance sheets of these banks to reduce risky assets may also put 
pressure on financing costs in emerging and developing European countries. 

 

After the debt crisis in the Euro Area, the EU made an effort to regulate more tightly the 
shadow banking system in Europe (which reached the size of about 46 billion Euro and 
caused the financial crisis), in order to again provide financial stability in Europe. The banks 
which had entered a period of difficulty of borrowing over the long term spread low interest 
loans of the ECB which, to a certain extent eased European financial markets. During this 
period, price stability was the main objective of the EU. Thus, the ECB has continued the 
policies supporting the European financial system and the countries with the debt problems. 
In this context, the yield spread of the Greek 10–year government bond, according to German 
bonds, reached high levels with the measures of the ECB in the first quarter of 2012. In the 
beginning of the second quarter of 2012, this yield spread decreased significantly with the 
effect of the measures for Greece. 

 

The positive results of the measures taken by the ECB partly caused the relaxation in the CDS 
markets. With the effect of the measures taken by the ECB for Greece, the CDS rates 
increased in the other countries with debt problems, such as Portugal and Spain. Portugal and 
Spain have continued to adhere strictly to the fiscal program of the ECB despite their 
economic recession and high unemployment rates. However, Standard & Poor’s lowered the 
credit rating of Spain for the second time in 2012 due to concerns over the financial support, 
which must be given to the banks during a contraction of the economy, will increase despite 
the measures taken by the government of Spain. Thus, economic developments in Spain 
following the developments in the economy of Greece led to increasing concerns in the Euro 
Area. 
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By the second quarter of 2012, the EU has undertaken the aid of the banks of Spain which 
have serious economic problems, and thus, the EU has taken an important step with respect to 
co–finance/debt. The inhibition of both a similar situation occurring in Italy and Greece and 
the expectation of the debt crisis in the Euro Area continue to be perceived positively by the 
global and European financial markets. With the effect of this positive stage, international 
stock exchanges, the Euro and commodity prices may mitigate the effects of their decline in 
the first six months of 2012. 

 

Turkish financial markets are floating on the positive side of the financial ledger under the 
affects of their own dynamics. Thus, Turkey may not be able to participate in the same way in 
the EU upsurges. However, the developments related to the EU are important for Turkey in 
the short term. If the EU debt crisis subsides, Turkey’s exports to the EU increase. 

 

The EU is the number one trading partner of Turkey, and the EU’s share in Turkey’s total 
trade stood at 41.6% on average during the period of 2008 – 2011. In 2011, bilateral trade 
volume of the EU and Turkey reached a record level of 110 billion Euros. Due to the weight 
of the EU in Turkey’s exports, Turkey’s export performance is directly related to demand 
conditions in the EU Member States. The economic slowdown and recession in the Members 
of the EU negatively affect Turkish exporters and manufacturers in the form of market 
contraction. Although Turkey shows intense efforts to increase the diversity of the market, 
full substitution of the market loss of the EU by Turkey is not possible in the medium term.  

 

Turkey’s high ratio of savings deficit to the GDP makes itself one of the most important 
developing countries. The saving deficits and thus the reduction of the current account deficit 
have gained importance. Therefore, efforts were made to slow down the domestic demand of 
Turkish economy in a controlled manner. However, the important issue of the Turkish 
economy was ensuring stability in the markets within the short term. After 2002, capital 
inflows to Turkey have been above the current account deficit. At the same time, the surplus 
of foreign exchanges in the Turkish economy was used to increase the reserves. Thus, the 
reserves of the CBRT are very strong, and the demand on the capital outflow is at a level, 
which can be met. 

 

Turkey’s efforts to reduce the trade deficit and balance domestic and external demand 
conditions of the country, continue into 2012. Despite the increase in exports to third 
countries, stasis or the decrease in exports to the EU prevent the desired speed of Turkey’s 
effort to correct the imbalance in foreign trade. Low domestic savings increase Turkey’s 
dependence on external financing, and widen the current account deficit of Turkey. Turkey’s 
economy shrank by 4.8% in 2009, when funding opportunities were restricted with the effect 
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of the global crisis. The abundance of global liquidity re–accelerated short term capital 
inflows to Turkey’s economy, and so the growth rate of Turkey reached 8.5% in 2011. 

 

With this positive economic performance, the credit rating of Turkey has improved and more 
importantly, Turkey made significant progress in becoming a country which is invested in 
having a positive credit rating. In the next year a constant flow of capital is expected in 
Turkey. An increase in capital inflows of Turkey’s economy within the process of the 
contraction of the current account deficit will lead to the falling of interest rates and exchange 
rates, and the rising of the Turkish stock market. 

 

By the second quarter of 2012, the CBRT increased short term interest rates in order to relieve 
the pressure of rising inflation on Turkey’s economy. Thus, the CBRT gave a strong message 
to return inflation expectations of the medium term into the positive. But this message is not 
perceived to be complete due to instability in Turkish financial markets. For this reason, the 
primary aim of Turkey’s economy should be to ensure stability in the financial markets as 
soon as possible in order to reduce uncertainty and be able to implement the decisions taken 
by economic agents. The decisions, implemented by the CBRT in order to reduce volatility in 
the foreign exchange markets, are indicated and should be resolutely pursued. For this reason, 
macro aggregates of Turkey’s economy should be re–determined by taking the changing 
conditions into consideration. By revising the inflation expectation of Turkey’s economy, all 
relevant financial institutions should make the necessary effort in order to achieve the target 
set. The measures to be taken in order to maintain stability in Turkish financial markets 
should complement each other, be a part of whole, be pre–designed, and be explained in a 
moment. A controlled deceleration policy in Turkey’s economy should be monitored without 
disrupting the balance of the public sector, and expenditure management should be preferred 
to maintain the balance of the public sector. 

 

The Turkish banking sector generally positively evaluates the decisions taken by the CBRT in 
order to reduce the volatility (caused by fluctuations in the international financial markets) in 
Turkish financial markets, and expects the efficient application of the decisions. Monetary 
policy decisions are expected to be supported by other decisions in order to ensure the 
stability of Turkey’s economy in the medium term. 

 

Three quarters of foreign funding provided by the Turkish banks originate from the EU. This 
case leads to the problems in the functioning of the credit system in the EU to be felt in 
Turkey as a whole. With the impact of the crisis, banks and the non–bank corporate sector 
experienced difficulties in accessing in particular long term financing and foreign funding on 
favourable conditions. Affiliates and subsidiaries of foreign banks in Turkey did not need 
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their main partners in terms of financing, and had high capital adequacy ratios in order to limit 
the negative effects of the crisis in the EU. 

 

Turkey’s dependence on external financing increases the impact of the EU crisis to the 
country’s economy by investment. The investments from Gulf countries, as well as the USA 
and Russia to Turkey are at a much lower level than those of the EU, and Turkey is not yet an 
investment country for China. The economic crisis in the EU restricts the foreign investment 
of these countries. Thus, the economic crisis in the EU also negatively affected the potential 
of foreign capital in Turkey. 

 

On the other hand, severe economic crisis is a fact that is known to strengthen extremist 
political movements, and cause an increase in xenophobia. The strengthening of the far right 
parties in Austria and Greece, and some of the anti–democratic practices followed in Hungary 
also negatively affect the view of EU enlargement in general. In the case of a possible 
collapse of the monetary union, the enlargement of the EU and Turkey’s full membership in 
the EU is expected to continue to drag for a long time. 

 

In terms of economy, there is no serious problem in the realisation of the full membership of 
Turkey in the EU. The main problem is the reluctance to fulfil the economic obligations 
arising within the framework of full EU membership against Turkey. For example, the EU 
wants to postpone for a long time the free movement of labour, and the EU does not want to 
give Turkey the benefit of structural funds. Economically strong Turkey will have positive 
effects in terms of the geography in both the EU and Turkey. Therefore, Turkey’s full 
membership in the EU is an inevitable result of the general economic and political 
development. 

    

 

 

 

 

 

 


	The political criteria, which were decided at Copenhagen European Council of the European Union, and candidate countries, must be fulfilled to become a member of the Union. These criteria constitute the rule of law, human rights, respect for minoritie...
	Short–Term Political Criteria (2001):
	 Freedom of thought
	 Freedom of assembly, and association
	 Struggling with torture
	 Procedure for judicial pre–trial detention
	 Arrangements against human rights violations
	 Human rights education
	 Removal of the State Security Courts , based on international standards
	 Improving the functioning of the judgment
	 Suspension de facto death penalty
	 TV and radio publication ban in the mother tongue
	Medium–Term Political Criteria (2004):
	 Implementation of the principle of equality before the law by the utilization of fundamental rights and freedoms
	 Review of Turkey’s Constitution, and laws related to rights and freedoms
	 Abolish the death penalty
	 Promulgation of the United Nations Twin Conventions
	 Changing the role, and the constitutional status of the National Security Council
	 Removal of the state of emergency in the Southeast of Turkey
	 Safeguarding of cultural diversity, and cultural rights
	The efforts by Turkey to fulfill the Copenhagen political criteria have exceeded the critical threshold on the way to democratization, and have established a greater awareness of democracy. Thus, reforms carried out by Turkey have reflected positively...
	On 22 June 2004, the Council of Europe Parliamentary Assembly decided to abolish the audit process on Turkey. It was stated that the reforms implemented by Turkey in the previous two years were very effective. Amendments to the Constitution of 2001 an...
	4.2 Democracy and Rule of Law
	One of the political criteria, which were agreed by the Council of Europe in Copenhagen, is characteristics of being a democratic and legal state. For democracy and rule of law, a constitutional guarantee must be present. Aspects such as political maj...
	EU Member States accept democracy as the principle of the state, and adopt the rule of law. Hereby, the EU shows that had adopted democracy and the principles of the law. On 8 April 1978, it was stated in the Democracy speech carried out by the EU Cou...
	Democracy can be defined as all members, citizens or organizations having an equal right to participate in shaping their state’s policy with an expectation of transparency, freedom of thought and pluralism. Democracy is a system that represents the pe...
	With the 1980 coup , the democratic institutions of the state and the understanding of democracy and the rule of law were eliminated in a short period. Afterwards, the elected Government worked quickly to correct this deficiency, and important develop...
	Amendments to the law on the National Security Council, the Secretariat General of the National Security Council, the tasks performed by and the functioning of the Secretariat General of the National Security Council were made pursuant to Article 118 ...
	4.3 The Protection of Human Rights and Minority Rights
	One of the conditions of EU accession adopted by the EU Heads of State and Government at the Copenhagen European Council of the European Union in 1993 is the protection of Human Rights and Minority Rights. For the EU, the principles of the Universal D...
	Every State aiming to accede to the EU, must fulfill the EU criteria politically as well as economically. One of the largest hurdles to full EU membership for Turkey has been issues related to Human Rights and Minority Rights. The EU expects Turkey to...
	With 8 extracted legislative packages, the reforms were made in some areas met the expectations of the EU. One of the implemented innovations is the opportunity in broadcast in Kurdish  with private television channels by the Turkish Radio and Televis...
	4.4 Freedom of Speech and Expression
	Freedom of Speech and Expression is a right recognized by a lot of countries, and is included by the UN in the Human Rights Declaration . According to Article 11  of the basic laws of the EU published in 2000: Everyone has freedom of expression. Freed...
	The laws about the freedom of Expression in Turkey conflict with each other. While Article 25 of the Turkey’s Constitution clearly allows for freedom of thought and opinion and an absence of punishment on their account; Article 26 of the same Constitu...
	Freedom of Thought and Expression is often a difficult subject for Turkey. Yet it is necessary to achieve the EU standards in this subject. Since 2001, Turkey’s stated commitment to the protection of the secular and democratic Republic, territorial in...
	4.5 Women’s Rights
	Women have an important place in Turkish society as in every society. Women as mothers act as a bridge between the family and society. The duties and position of women within the family, society and as individuals must be considered.
	Historically, women have had an important and prestigious position in various Turkish states. The role of women has increased with each passing day, and they have developed themselves with achievements in every field. For example, “Ladies–Time Gazette...
	After the proclamation of the Republic of Turkey on 29 October 1923, more importance was given to women, family members, interpersonal relationships and peace and happiness within the family. Efforts were made to improve the education level of contemp...
	The Unification of Education Law  came into force in 1924. With this Law, all educational institutions in the country were put under the control and custody of the Ministry of National Education. Women were allowed to attend primary, secondary, and te...
	With Law 1580  dated 3 April 1930, Turkish women were allowed to vote, and be elected in municipal elections. With Law 2340  dated 26 October 1933, Turkish women obtained the rights to vote, and be elected to the village council of elders, and become ...
	Honor killings have been the biggest problem for women’s rights in Turkey since the founding of the Republic. In 2003, changes were made in the criminal code to deal with this problem, and severe punishments for crimes in this area have been created. ...
	4.6 Freedom of Association, Freedom of Assembly and Civil Society
	The Republic of Turkey is committed to the development of civil society. Strengthening of civil society contributes to the development of Turkish democracy. Together with further development of the right to freedom of association and peaceful assembly...
	In the Law on Association , a change was realized in that Turkish Associations must use Turkish as the official language of correspondence. The conditions of Association publications were changed with the same law, and also the conditions to open bran...
	4.7 The Prevention of Torture and Inhuman or Degrading Treatment
	One of the biggest problems in Turkey is the prevention of torture and inhuman or degrading treatment. Contemporarily, recognition, protection and development of human rights beyond domestic legal arrangements have made up the foundation of civilized ...
	Important steps have been taken on the subject of the domestic law of Turkey to accommodate for the norms of international law. Parallel to these regulations, their implementation is at least as important as the regulations themselves.
	The attitude of the Turkish Penal System and security forces has garnered harsh criticism from the EU due to the persecution of those held in detention and non humane transactions. However, the most important emerging factor in these problems has been...
	4.8 Evaluation
	After the 2002 elections in Turkey many legal and institutional changes took place in terms of closing in on European standards. Political reforms include the eight law package adopted by Parliament in February 2002 and July 2004, and two major consti...
	Turkey shows strong efforts to ensure the implementation of these reforms. However, the application must be performed more consistent and widespread. The EU has strict requirements in terms of implementation and empowerment of the regulations on trade...
	Despite the whole reform process and significant legislative changes in Turkey, Turkish people hopeful of full membership to the EU are disappointed by the unending conditions of the EU. Public support for European Union membership has reduced signifi...
	The Armenian issue will be brought up quite often throughout the term of the president of the EU, and the presidents of France and Germany. If Turkey cannot state its position accurately to the world and the EU, Turkey can fall into an unfair situatio...
	That Turkey should be a device of Middle East interpretation for the EU is a must. Turkey aims to become the leading country in its region. Thus, Turkey should not be connected to a single point. This situation can bring several drawbacks to Turkey, s...
	The cultural and historical differences discussed within the EU are a major demonstration of the dedication of the EU to incorporate diverse values over the long term. Currently, the EU is considered predominantly Christian. This is not desirable for ...
	Turkey strengthened economically between 2002 and 2012. An economically powerful Turkey will become a more active political figure for the future of the EU. This can be only possible with a fast growing and strong economy in Turkey. Otherwise, Turkey ...
	Turkey should be aware of every step, and always observe its own interests. Legislation adopted should not be removed the EU ask. Turkey should perform any adjustment laws of laws for the development of and in the interest of homeland and the nation o...
	Turkey largely completed the Copenhagen political criteria as stated in a decision in 2004 by the EU. The EU opened accession negotiations with Turkey in October 2005, and an analytical examination of the acquis in the first phase of the accession pro...
	Turkey aims to assume an active role worldwide, and its importance increases every day for the EU. The importance of Turkey can be evaluated in terms of the “external dynamic”. Turkey’s “inner dynamic” of closely linked social, political and geopoliti...
	Should Turkey join the EU, its youthful population will create a dynamic and powerful developmental force in the international arena. In addition, Turkey’s democratization efforts are a model for many countries.  Should Turkey not be included in the E...
	5. SOCIAL AND CULTURAL ISSUES
	5.1 The Social Contributions of Turkey’s Membership to the EU
	Turkey has snapped into action very quickly especially since 2002 in order to assure compliance with the social situation in the EU countries. Therefore, many radical changes in the social field were recorded in Turkey.
	Through full membership, Turkey can contribute to the EU in many social areas as it moves decisively in the direction of creating its own social model. Turkey implemented 54 different social assistance programs extending the number of people covered b...
	Turkey declared that 1 May  again be a public day in April 2009, and opened Taksim Square  to 1 May celebrations. Thus, an important social obstacle in business life was abolished. In addition to significant breakthroughs achieved with the Constitutio...
	Turkey has a big advantage in terms of its demographics structure. When compared with other EU countries, Turkey’s population is very young. Half of the population is under the age of 29 . The working age population between 15 – 64 years is 67.2 % , a...
	The rate of primary school enrollment has increased in Turkey. By 2009, the rate for boys was 97.8%, and for girls 98.5%. The rate in total was 98%. Turkey’s aim is that all children across the country will complete primary school as of 2015. The part...
	Despite the rate of women’s participation in the labor force approaching 30%, this rate is still below the EU average. However, despite the problems of gender inequality, the ratio of Turkish female academics is above the EU average.
	The subject of European retirees settling in Turkey is another social contribution to the EU, and a new emerging issue. Turkey is a popular destination for European retirees due to attractive features such as a hot climate, low cost of living, and the...
	Health is another area of social policy, in which there has been development. Turkey managed to create a universal health system with a comprehensive understanding of population and health care for everyone. In this system, the concept of family medic...
	Structural inequalities, especially the geographical and social gender inequalities remain a problem in Turkey. Turkey encounters the most serious problem with gender equality, and special emphasis should be given to this.
	Turkey made significant progress in the period of 2005 – 2010. Particularly, there were improvements in maternal and child health was achieved, and severe decreases in deaths of children under five years and maternal mortality were provided. Turkey wi...
	Although problems such as regional and gender inequalities persist currently, Turkey obtained great achievements in the areas of the poverty reduction, general primary education, reduction of maternal and child mortality and ensuring environmental sus...
	5.2 The Cultural Contributions of Turkey’s Membership to the EU
	The concept of culture is very broad. Culture is a product of social life. During the process of becoming a full member of the EU, Turkey took important steps towards further alignment of the structure of Turkish society with the community structure o...
	The Ottoman Empire , which nurtured human communities having different languages, religions and cultures for centuries in its territories, was one of the period most tolerant states. In fact, combination dozens of different groups of people together a...
	Cultural, religious and traditional perspectives are quite different within Turkey. The centuries old traditions and customs in Eastern and Southeastern Anatolia create richness and diversity in that region. However, these are often overshadowed by th...
	The perspective of the EU on the traditions and customs is clear. Every human society has a different culture and customs, but this difference should be maintained a free and democratic in the country. In Article 2  of European Convention on Human Rig...
	Beliefs of the societies have a certain impact on the culture. But belief to the extent of reduction of culture is extremely wrong. Christianity may have also to some extent contributed to the formation of European values. However, modernization and p...
	The adoption by each Member State of freedom of thought, conscience and religion, freedom of expression and prohibition of discrimination does not mean, unfortunately, that these concepts are applied identically. Turkey is constantly criticized on fre...
	The EU is a multi cultural, multi lingual and multi religious structure. With the participation of Turkey in the EU, this structure will be richer, more diverse and more effective. This is something that will hold the structure together to deepen the ...



