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5 Islamic Capitalism and the Rise
of Religious-Conservative Big
Business

Kristin Fabbe, Umit Ozlale, and Efe Murat
Balik¢ioglu

Discussing the role of politics in the development of Turkish capitalism
in Chapter 3, Bugra begins her analysis with Gerschenkron’s argument,
which postulated that capitalism should be viewed as a system that var-
ies across societies and transforms itself in accordance with changing
domestic and international factors.! Equally important, however, is the
other side of the equation—that is, the ways in which capitalist systems
transform economic and political elites. The success of economic and
political elites may critically depend on their responsiveness to the differ-
ent stages of capitalist development, rendering the study of their beliefs
and actions critical to understanding any particular capitalist transfor-
mation. This chapter examines how conservative economic and political
actors in Turkey have positioned themselves, from the late 1960s until
the present, with respect to capitalist development while simultaneously
accruing political, social, cultural and economic power.

This chapter argues that the rise of “Islamic capitalism” and the coun-
try’s so-called “conservative bourgeoisie” owes much to the pragmatism
and agility of Islamic actors who are quick to seize upon new economic
and political opportunities by leveraging religious identity markers, reli-
gious discourse, and religious networks. By revealing their pragmatic
approach to introducing the idea of Islamic capitalism in Turkey, and
especially their efforts to distinguish it from capitalism more generally,
the chapter sheds light on how religious and cultural values both shape
and are shaped by the economic imperatives of participation in the global
economic system. We find that Islamist political actors and pious busi-
ness clites have molded business culture in ways that are mutually ben-
eficial, selectively drawing upon ethical norms and religious networks
in an adaptive fashion. We find that over the last fifty years, as they
constantly shift and adapt Islamic values to justify economic positions
and policymaking, the country’s political Islamists and the emergent
pious bourgeoisie alike have consistently sought to increase their power
and influence vis-a-vis the coastal big-business elite and their traditional
political allies.
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Section 5.1 starts with an analysis of Turkey’s business history before
1980 that focuses on two interrelated themes in the Islamist movement:
first, its ideological responsiveness and practical flexibility and, secondly,
its insistence on erecting boundaries around concepts such as “Islamic
capitalism” and the “pious bourgeoisie,” so as to distinguish conserva-
tive businessmen from the traditionally dominant players in Turkey’s
economy, despite the fact that they too were predominantly Muslim
(although many held secular worldviews).? Curiously then, common
tropes that depict tensions between “secular business” and “Muslim
business” obfuscate the fact that the salient cleavages in Turkey’s busi-
ness community probably have less to do with nominal religious identity
and more to do with class and region—what Bugra calls the first genera-
tion of “state-created bourgeoisie,” located primarily in Western coastal
regions, vs. the second generation of “state-created bourgeoisie,” located
in Anatolia and the periphery.’

Next, we analyze the emergence of a distinctly pious business commu-
nity in Turkey during the formative period between 1980 to 2002, when
Turkey began liberalizing its economy, embracing globalization and ced-
ing ground to Islamist politics. A grievance-based discourse, around which
this business community formed itself, decried the exclusion of conserva-
tive entrepreneurs in the provincial towns of Anatolia from the economic
benefits doled out to large holding firms during the etatist and import
substitution periods.* Whether such exclusion was real or imagined,
intentional or unintentional, Islamist politicians seized upon the narrative
with vigor and used it as a justification for founding voluntary organiza-
tions, banking systems and business associations of their own, including
MUSIAD (Independent Industrialists’ and Businessmen’s Association), the
leading business association representing the pious business community.’

The final section of the chapter focuses on the AKP era and the increas-
ing dominance of the conservative bourgeoisie. We argue that as the
boundaries between business and politics became further blurred, Islam
was leveraged as a network and ideational resource with increasing effec-
tiveness. Initially, the AKP used the prospect of EU accession and neo-
liberal policies to secure its place on the political scene and to facilitate
capital accumulation within the pious business community. As the first
decade of the twenty-first century progressed, AKP-friendly holding com-
panies and conglomerates gained power as the state granted resources to
these large enterprises through patronage strategies rooted in privatiza-
tion schemes and changes to public procurement laws.®

5.1 Capitalism from an Islamist Perspective: Erbakan’s
“Milli Goriis,” 1969-1980

From the end of one-party rule in 19435 to the 1960 military intervention,
the balance of political and economic power in Turkey skewed heavily
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in favor of state elites. Although the DP, which ruled between 1950 and
1961, demonstrated a commitment to private sector expansion, it proved
unwilling to relinquish the advantages that could be reaped through direct,
ad hoc government intervention into the economy. It was therefore only
after 1960, when the DP’s poor economic performance and authoritarian
tendencies led to the party’s ouster in a coup, that the Turkish business
community was able to begin asserting influence over economic policies
as well as garner political power of its own. As Bugra and Savaskan have
outlined in their authoritative work on Turkish capitalism, chambers of
industry and commerce had become fora for political debate in the multi-
party era, yet they also hindered private-sector interests from collectively
organizing around particular issues.” The chambers were (and still are)
organized by region, as opposed to sector, and had compulsory member-
ship, which meant that under the umbrella of each regional chamber sat a
wide variety of enterprises. Big business in particular became increasingly
disenchanted with this organizational structure, as it struggled to exert
its prerogatives in the face of resistance from each chamber’s multitude
of smaller firms.

In this environment, the first voluntary big-business association,
TUSIAD (Turkish Industry and Business Association), was established in
1971, with the objective of strengthening the political clout of its mem-
bers. TUSIAD developed into a significant actor in Turkish politics, and it
was not until nearly two decades later that other associations with overtly
religious prerogatives and discourse—namely MUSIAD, AKSON, and
TUSKON, described later in this chapter—emerged as counterweights to
TUSIAD. Still, Islamists began cultivating influence in Turkey’s political-
economy long before the formation of business associations with pious
leanings. A case in point is Necmettin Erbakan’s Islamist National Out-
look (Milli Gériis) movement, an influential political faction that evolved
in tandem with Erbakan’s own involvement in Turkey’s business commu-
nity. Erbakan’s contested role in Turkey’s business associations, as well
as his political pronouncements and maneuvering, provide a window
into the early discursive and political strategies used to mobilize Turkey’s
Islamic capitalists.

Erbakan’s involvement in the Turkish business community began in
1956, when he founded a motor factory in Turkey, Giimiis Motor, which
he launched together with twenty other partners and the support of the
influential Nagshbandi shaykh Mehmed Zahit Kotku.! Erbakan, who
had received his doctorate prior to the founding of Giimiis Motor, later
became a professor at Istanbul Technical University in 1965. Drawing
on his business experience, Erbakan believed that the country urgently
required more heavy industry and manufacturing initiatives so that the
economy could shed its dependence on Western technology and know-
how.” Eventually, Erbakan’s efforts to establish motor factories in under-
developed regions of Anatolia led him to become the General Secretary of
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the Union of Chambers and Commodity Exchanges of Turkey (Tiirkiye
Odalar ve Borsalar Birligi, TOBB) in 1967.2° In 1968, Erbakan set his
sights on politics, resigning from his position as General Secretary of
TOBB and declaring his intention to run for parliament on the ticket
of Silleyman Demirel’s center-right AP party in the conservative district
of Konya. His application to the party was denied, leading him to return
to TOBB as part of the Executive Committee, a position that eventually
allowed him to win election to TOBB Chairman in May 1969."

Erbakan’s second stint at TOBB also did not last long. The izmir
branch of TOBB soon claimed that Erbakan’s election to the chairman-
ship of the association was dubious and the branch refused to cooperate
with his office.’? Then, some three months after his tenure began, the
government and police intervened to force him out of the position. Dur-
ing this period, secular-minded industrialists often referred to Erbakan as
a takunyal: (“a clog-wearer”), a slur that emphasized his religiosity and
“backwardness.”'* Nonetheless, over the course of his tenure at TOBB
Erbakan gained a reputation for opposing the hegemony of Turkey’s
urban, cosmopolitan, large-scale businessmen, many of whom had close
ties with the Western world. In contrast, he supported policies in favor of
provincial small businesses that traditionally lacked a direct say in TOBB
decision-making and policy. According to Rugen Cakir, Erbakan also
increasingly worked to broaden his political appeal among middle-class
Anatolian businessmen, lower-class provincial Sunnis and affluent con-
servative families with a secular upbringing, shaping a core support base
for his future political parties. Erbakan’s Islamist discourse appealed to
these groups as it emphasized business ethics, social values and a con-
servative worldview.*

Erbakan’s ouster from TOBB became part of an emerging narrative
about how Turkey’s first-generation capitalists were working with the
state to repress the pious Muslim majority and their enterprises. And with
this narrative now at hand, Erbakan shifted his attention back to politics.
He again applied to Demirel’s AP to become a candidate in the conserva-
tive Konya district. Demirel, however, had already been criticized for
allowing other pro-Islamist cadres into the party, and had no intention of
admitting Erbakan, vetoing his candidacy. In part, this decision stemmed
from a fear that Erbakan’s Islamist cadres would throw their support
behind Demirel’s political rival within the party, Sadettin Bilgic, in an
effort to remove Demirel from the party leadership.’> Shunned from the
AP, Erbakan entered into the general election as an independent. After
winning a seat in Turkish Parliament, he next set about forming what
was to become one of the most influential conservative Islamist parties
in Turkey, the National Order Party (Milli Nizam Partisi, MNP), along
with eighteen like-minded right-wing politicians in January 1970.

The booklet published by the MNP’s first party congress in 1971
outlined its political vision in great detail. The document is laced with
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sweeping generalizations about the world as well as numerous ad
hominem attacks against rival political leaders and parties. Ideologi-
cally, Erbakan followed the prevailing Cold War sentiments of the era
and divided the developed world into two blocs, the capitalist and the
Soviet. He accused Turkey’s then-dominant parties—Demirel’s AP and
Biilent Ecevit’s CHP (Republican People’s Party)—of conforming to this
divide, with the AP serving capitalist interests and the CHP favoring the
Soviet camp.'® According to Erbakan, the Communist system infringed
upon basic human rights and the capitalist system caused moral and
social degeneration. As an alternative, his proposed system, the so-
called National Order (Milli Nizdm), was based on “national” values
and placed the imperatives of religious moral development above finan-
cial growth.'”” The National Order Party’s founding charter promised to
respect the “democratic legal rights” of its citizens, vet the discourse the
party embraced as “national” had a pronounced Islamic bent.’® Erbakan
envisioned a political ideology in accordance with God, who was referred
to in the party’s texts as Fakk (the Truth), and he allowed little room for
heterodox religious (i.e., non-Sunni Muslim} and political orientations.
The National Order concept came under criticism almost immediately.
For example, a Kemalist Professor of Law, Hifz1 Veldet Velidedeoglu,
argued that Erbakan’s ideas would give rise to a grey zone for illegal
practices and that the declaration of National Order was tantamount to
a declaration of “milli menfaatr” (vested interest in a national disguise).”
Several years later Erbakan would rethink his strategy and summarize
his views under the banner of National Outlook (Milli Gériis), a more
politically neutral term.?°

5.2 Erbakan, European Economic Integration and the
Turkish Political Establishment

Turkey applied to join the European Economic Community (EEC), then
consisting of six western and southern European nations, on July 31,
1959, soon after it had been formed. Turkey’s application was wel-
comed but presented problems, as it was abundantly clear that the
Turkish economy could not yet handle the market competition with
European countries that accession would bring. Negotiators on both
sides thus settled for a compromise: Turkey would begin a gradual pro-
cess of integration into a customs union, with the idea of full Turkish
membership to be revisited at a later date. The 1963 Ankara Agree-
ment laid out the basic framework for eventual Turkish integration into
the EEC.?! Accession to the EEC was a hot topic in Turkey in the late
1960s, especially after 1967 when Demirel announced that there would
be additional protocols required for full accession. A wide spectrum
of political parties, including Alparslan Turkeg’ Nationalist Movement
Party (Milliyet¢i Hareket Partisi, MHP), the socialist Workers” Party of
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Turkey (Tiirkiye Is¢i Partisi, TIP) and Erbakan’s Islamist MNP, came
out in opposition to the accession process.??

Interestingly, the booklet produced at the MNP’s first party congress
did not provide any alternative to accession or even substantial economic
analysis. Instead, it cast blame on Turkey’s incumbent politicians and
made sweeping anti-Western generalizations about the nature of Furo-
pean institutions. For example, Erbakan quipped that, despite Turkey’s
abundance of resources, incapable AP politicians and the country’s
resultant lag in heavy industry had led to poor economic performance.?
Similarly, he condemned future economic collaboration with Europe as a
flimsy cover-up for a secret agenda intended to preserve a Zionist Israel,
maintain European economic hegemony, and make way for the future
colonization of Muslim countries by Western powers.?* In another book-
let published during the first MNP congress in January 1971, however,
Erbakan did offer an alternative, proposing a common market between
Turkey and Muslim states with which it shared common cultural and reli-
gious values, such as Pakistan and the Arab world. He also claimed t_hat
an international cabal of freemasons had impeded any such process.?s

Erbakan’s most controversial move regarding the EEC came in the
form of a provocative resolution presented to parliament after the for-
mation of the MNP. The resolution alleged that the accession process
was anti-constitutional and Demirel’s politics were a crime against the
national interest.”® Like this resolution and the MNP party booklets,
Erbakan’s later speeches about the EEC followed a similar pattern, brim-
ming with anti-Western invective and accusations that Demirel had sold
out to Western interests.”” He argued that Turkey’s economy would be
reduced to the production of agricultural commodities, such as cotton
and tobacco, and would never develop a strong national military or
industrial complex.?® He also railed against Turkey’s urban elite, accus-
ing them of being cosmopolitan Zionist masons and Rotary members
who worked in the service of Western powers.?? In short, the “ethics”
and “values” espoused by Erbakan and the MNP in this period were rela-
tively vague, defined primarily in opposition to the interests of perceived
domestic and international rivals. Still, when combined with Erbakan’s
ouster from TOBB and the alleged economic injustices perpetrated by
the state in favor of first-generation capitalists, these ideas laid the foun-
dation for a powerful narrative of economic (not to mention political)
victimhood and repression—a narrative that would come to unite many
conservatives under the banner of Islam.

5.3 From National Order to National Qutlook:
Islamists Adapt

In March 1971 the Turkish military delivered a memorandum and
removed Demirel from power. As part of this “coup by memorandum”
(often referred to as the 12 Mart Mubtirast or March 12th Memorandum),
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the military took control of the political domain and began to curb parties
it considered radical, including Erbakan’s MNP.*® Within less than a year,
the party was officially closed by the Republic’s Office of the Chief Public
Prosecutor (Cumburiyet Bagsavciligi) on the basis of statements made in
various MNP speeches. Most of the speeches had been secretly recorded
and transcribed by state prosecutors between 1970 and 1971, and there
were twenty-four statements held against Erbakan and other MNP dele-
gates.”! lluminating just how deeply intertwined economic, political and
religious issues had become, one of the key statements used in the case
against the MNP came from Erbakan’s parliamentary speech about the
EEC: the prosecution referenced a section of the speech in which Erbakan
promised that the MNP would establish God’s “just way” and eradicate
the colonial (miistemleke) mentality of the Republic.?

By the time of the next general election, in 1973, Erbakan had already
started a new party with Islamist leanings: the National Salvation Party
(Milli Selamet Partisi, MSP). The concept of National Outlook now took
center stage, and the MSP received 11 percent of the vote, becoming the
third biggest party in parliament and eventually forming a brief coali-
tion government with Biilent Ecevit’s leftist CHP. For our purposes here,
it is noteworthy that the years between the coup-by-memorandum and
the 1973 elections had produced a marked turn in Erbakan’s political
discourse, which now included an even heavier emphasis on Turkish
nationalism. Indeed, when the MSP-CHP coalition government col-
lapsed after just 10 months, the MSP joined with nationalist parties,
including the MHP, to form right-wing coalitionist governments in both
1975 and 1977.

The MSP election booklets from 1973, 1975 and 1977 were notably
different from the MNP’s first party congress charter issued in 1971. Erba-
kan’s previous references to certain Islamic theologians (e.g., al-Ghazali)
and past Naqshbandi Sufi masters (e.g., Imam Rabbani), which had been
used as evidence in the MSP closure case, were conspicuously absent.3
The MSP’s 1973 General Election Manifesto used Allzb only once in the
preface.* Likewise, the 1977 General Election Manifesto mentioned God
only once® and certain key Arabic words that connote Islamic piety, such
as mii’minler (believers),* were replaced with more “neutral” Turkish
translations (e.g., inananlar).’” Furthermore, by 1977 Islamic references
had largely been replaced with mentions of early Seljuq and Ottoman
rulers and educators such as Alparslan, Nizamiilmiilk, Orhan Gazi,
Mehmed II the Conqueror and Aksemseddin.>® This later party literature
also deployed historical narratives that did not start with the early days
of the Prophet Muhammad’s life but rather with the battle of Manzikert
in 1071.%

In terms of economic policies, the MSP’s 1973 Election Manifesto had
little in common with the parochial economic vision presented by MNP
in 1971. The 1973 manifesto included detailed sections on Erbakan’s
proposed policies regarding foreign trade, heavy industry, the working
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class and the agriculture and fishing industries.* It also promised to lower
taxes—and even waive them for the poor—and to fight against unreason-
able interest rates (fabis faiz) and wasteful government spending (israf).*!
The 1973 manifesto did criticize the EEC accession process; however, this
time the discourse was not dominated entirely by anti-Western rallying
calls or ad hominem accusations against Erbakan’s political opponents.*
The MSP’s strategy for the 1973 general elections was to position itself
as party that was going to strike a balance between social conservatism
promoted via religious education and technologically minded innovation
promoted via state planning and heavy industrialization.*

The most detailed account of the MSP’s economic policies, replete with
data and figures, can be found in the party’s 1977 General Election Mani-
festo. Again, the MSP had shifted, this time embracing a new vision of
economic development (kalkinma)* based on the mobilization of energy
resources and heavy industry. The 1977 Manifesto also led with a dis-
tinctly nationalist and populist slogan: “Make Turkey Great Again”
(Yeniden Biiyiik Tiirkiye). This iteration of Erbakan’s economic thinking
did exhibit some continuity with past ideas—for example, he retained his
moral stance against usury through interest rates, leaned into nationalist
tropes and criticized cosmopolitan values—but there were also notable
departures.

First, he emphasized a need for absolute transparency in government
spending and proposed a special loan (tam tesvik) system to benefit the
entrepreneurial working class,* especially for cooperative associations
and local initiatives.* Touting its concrete results, the MSP claimed that
in 1976, it helped open more than one hundred heavy industry factories
from Edirne to Kars, with another hundred such initiatives in the works.*’
Instead of focusing purely on business interests from the provinces, the
1977 Manifesto underscored that the party was seeking a nationwide
revitalization of the private sector, which it would begin facilitating by
introducing incentive funds (tesvik fonlari) via the Ministry of Industry
and Trade.*® Perhaps the most significant aspect of the 1977 Manifesto,
however, was what it did not include—the MSP’s previous antipathy
towards the EEC was not mentioned even once. It is unlikely that this
omission was coincidental, for opening to global markets was one of the
central promises of the Party’s new economic vision,” a policy the MSP
continued to implement during the Nationalistic Front governments of
the late 1970s.%

In sum, we see gradual but notable changes in Islamists’ economic
views in the short period between the late 1960s and the end of the 1970s.
First, their discourse softened, especially when it came to economics and
business, and they appeared to imitate a more centrist right-wing model,
with a particular emphasis on policies of “nationalization” (millilesme).
Indeed, the movement’s religious discourse was largely restricted to dis-
cussions regarding educational and social reform.’! By 1977, Erbakan
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and his Islamist cadres had also toned down their anti-European rhetoric
and come to tacitly support more open markets, export-driven devel-
opment and direct assistance to Turkey’s private sector via government
grants and loans. Above all, however, the chaotic international and
domestic politics of the 1970s had created new opportunity structures
that served to benefit both political Islamists like Erbakan and eventually
Turkey’s pious business community, regardless of the appeal of religious
morals, values or ethics. Internationally, Turkey was the heart of the so-
called Islamic “green-belt”—a geographic zone that the United States and
the Gulf monarchies hoped would act as bulwark against communism—
and thus Turkish Islamist organizations became the beneficiaries of
external funding.’> Domestically, it was hoped that the political coopera-
tion between conservative Islamist and right-wing nationalists that had
occurred between 1975 and 1980 could be spun into a more general
model for enhancing social cohesion at a time when left-right violence
seriously threatened Turkey’s stability.

5.4 Globalization, the Emergence of a Conservative
Bourgeoisie and the Role of MUSIAD, 1980-2002

The industrialization wave that ushered in a structural transformation of
the Turkish economy in the beginning of the 1980s has accurately been
described as the emergence of industrial capitalism in a predominantly
rural and mercantile society.”® Generous structural adjustment loans
from the World Bank helped the Turkish economy capitalize on trends
towards globalization and financial liberalization. International organi-
zations soon began touting Turkey as a model for the rest of the develop-
ing world.** At the same time, global post-Fordist production systems in
labor-intensive sectors helped small and medium-sized enterprises in Tur-
key to become globally competitive in low-cost, low-tech sectors such as
textiles, garments and furniture. However, it would be naive to claim that
these structural reforms would have gone as smoothly had it not been for
the 1980 coup that installed a military government that quelled almost
all potential domestic threats to globalization and financial liberalization.
Between 1980 and 1983 the military regime banned labor unions and
also largely turned a blind eye to social security violations.*

The military government did not, however, seek to expunge religious
ideas, institutions or actors from the political or economic realm. Rather,
it made instrumental use of religious networks and values through the
promulgation of the “Turkish-Islamic Synthesis” as national policy and
the expansion of the role of the Presidency of Religious Affairs (Diyanet
Isleri Baskanligt, the Diyanet), an arm of the state bureaucracy charged
with supervising the appointment and payment of religious functionaries
to all mosques, and monitoring the production of religious knowledge
through state-sanctioned channels.’® Developed by a small anti-communist,
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Islamist-conservative-nationalist organization called the Hearth of the
Enlightened (Aydinlar Ocagi, AO), the Turkish-Islamic Synthesis was
an Islamisation program designed to placate the social and political
upheaval of the 1970s.7 In 1983, Turkey’s State Planning Organization
(Devlet Planlama Tegkilati)—which included members from the AQ—
prepared a National Culture Report on the basis of the Turkish-Islamic
Synthesis in an effort to unify society around “the mosque, barracks and
the family.” The report contained

a comprehensive strategy of cultural engineering . . . including the
creation of a ‘model human’ and a pious (dindir) Turkish nation
through the expansion of religious education (including compulsory
lessons) in schools, hospitals, prisons and worker’s associations, and
the promotion of Islam by the Diyanet . . . and the state public broad-
casting agency.’®

The program both tapped into and reinforced what White has described
as Turkish society’s tendency to pursue its aspirations within powerful
collective frameworks that glorify family and nation.*

Taken together, these factors combined with the previous political
maneuverings of Erbakan to help propel the emergence of a new indus-
trial class—the devout bourgeoisie (or so-called Anatolian Tigers)—espe-
cially in the provincial towns of Anatolia. As Lord has shown in her
definitive work on religion in modern Turkey, the number of Istanbul
Chamber of Industry top 500 companies located in Anatolian Tiger
regions grew in tandem with the vote-share of Islamist parties through-
out the 1980s. These Anatolian-based firms—many, but certainly not
all, of which began as or remained SMEs¢'—gradually became integrated
into the world economy, first by operating as sub-contractors for major
Turkish firms and later by exporting directly, especially to the Middle
East and North Africa (MENA) and former Soviet countries (see later in
this chapter).

Although these firms realized that they had a vested interest in eco-
nomic liberalization and globalization, they faced numerous obstacles
to competing in world markets and raising capital for investment. Thus,
they relied on a variety of faith-based resources: voluntary organizations,
private institutions, business associations, religious networks and con-
cepts of “religious proximity” and religious values. First, because a large
number of these firms had limited funds for investing and access to capi-
tal, the pious business community sought to leverage faith-based volun-
tary organizations for capital-raising purposes as well as introduce new
forms of banking. Second, Turkish SMEs had to develop and position
new “pious” business associations to effectively lobby for state resources.
Third, Turkish SMEs had to secure their export markets for low-tech
goods, which was a challenge given that their Asian counterparts enjoyed
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comparatively low production costs while their European counterparts
produced higher quality goods, and thus they homed in on export desti-
nations that were religiously proximate (i.e., Muslim-majority countries).

5.5 Leveraging Faith-Based Institutions to
Access Finance

As military rule came to an end in 1983, the Motherland Party (Anava-
tan Partisi, ANAP), a coalition of conservative and Islamist politicians,
won the first post-coup elections. Its leader, Turgut Ozal, had already
played a critical role in the first round of liberalization attempts made in
1980, and he planned to continue economic and financial reforms backed
by international organizations including the World Bank and the IME
Within this context, both the Turkish government and Anatolian compa-
nies deemed it important to attract the remittances of Turkish workers in
Europe to help solve the balance of payment problems that characterized
the first stages of structural reform. Generally speaking, these workers
had migrated to Europe from conservative regions in Turkey and they
tended to be pious Muslims.

According to Ozcan and Cokgezen, a certain “euphoria around
Islamic economics” developed around Erbakan’s new Islamist Welfare
Party (Refah Partisi, RP) and its affiliated organizations as they started
Anatolian holding companies, in part with funds repatriated from Turk-
ish workers in Germany. Capitalizing successfully on Islamic prohibi-
tions against collecting interest, many of the pious businessmen who
established these Anatolian holding companies followed Islamic finance
principles “of profit and loss sharing or partnership finance through
selling issued bonds of companies and investors to individuals, families
and businesses.”® In a short period of time these big Anatolian holding
companies began actively supporting a wave of Islamic industrialization
with what they called “Just Order” (Adil Diizen). The concept was cen-
tral to the Welfare Party’s political platform, which called for social and
economic security, the protection of state property, an end to corrup-
tion, a fight against poverty and an end to excessive Western influence
in Turkey.®* Eventually, eleven of the large Anatolian holding companies
attracted over 80,000 shareholders, most of whom were Turkish work-
ers in Germany, “through the use of a wide range of Islamic associations,
mosques and coffee houses, family and kinship networks” and Wlthout
the use of intermediary financial institutions.5*

The conservative bourgeoisie also enacted other policies that sought
to leverage Islam as a network resource. For example, Hosgor finds that
religious networks based on Islamic values and trust served many func-
tions: sect members made joint investments, obtained loans from one
another, established mutual assistance networks to purchase inputs, and
distributed their products more widely by creating a religiously-attuned
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consumer base.® These practices helped to solve SMEs’ scaling problems
and reduced transaction costs within an increasingly broad network.
Meanwhile, the private schools, universities and dormitories founded by
religious networks provided a ready source of labor. Silverman similarly
provides numerous examples that illustrate the importance of personal
relationships to devout capitalists, whether it be friendships dating back
to student days or strategic marriage choices in establishing Turkey’s
Islamic business networks.®

Additionally, two types of faith-based organizations became increas-
ingly important venues for aggregating interests, raising capital and pro-
viding alternative sources of welfare. The first was the foundation (vaksf),
a type of charitable endowment with roots in Islamic and Ottoman his-
tory. The second was the association (dernek), a type of voluntary organ-
ization, some of which receive state funding and privileges. During the
period in question, the number of these organizations with religious lean-
ings proliferated. For example, the number of vakifs doubled from less
than 1,000 in the early 1980s to just under 2,000 by the early 1990s, and
the number of religious associations granted state privileges (e.g., public
benefits status and tax exemption) grew markedly during the 1980s and
1990s (and especially after 2001, see section 5.7).¢

Furthermore, in a matter of days after assuming power in 1983, the
ANAP (Motherland Party) government opened Turkey to Islamic bank-
ing under the banner of Special Finance Organizations through a prime
ministerial decree. Turkey’s two first Islamic banks were established with
the assistance of Gulf capital in 1985. Islamic banks were exempted from
the national banking regulatory framework, including reserve require-
ments. Anatolian SMEs that had struggled to secure financing from con-
ventional banks could now leverage this new banking system. Islamic
banks also eventually built vertical and horizontal alliance networks as
well as established their own Islamic associations and foundations. The
spread of Islamic banking in Turkey, however, remained relatively limited
when compared to other Muslim-majority countries. Nonetheless, for
our purposes here it is notable that the system emerged and grew as a
result of direct state support, again revealing the web of linkages between
state, society and business that propelled Turkey’s pious business com-
munity into prominence.®®

5.6 Creating New Business Associations to Lobby the
State: The Advent of MUSIAD

Given the obvious benefits that could be derived from state support in
the Turkish business environment, it was only a matter of time before
the country’s pious business community sought to create its own business
associations to rival the dominance of TUSIAD. The most important in
this respect was the aforementioned MUSIAD, which was established in

.
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1990. Interestingly, in its early years, MUSIAD successfully positioned
itself as independent from the state. The association heavily criticized the
large holding companies that had emerged in the etatist and import sub-
stitution period (and were primarily represented by TUSIAD) for growing
with government support.% Several studies, including MUSIAD’s reports,
support this argument. In 1993, the year that the association’s online
archives start, MUSIAD published two important reports. The first criti-
cized the government bureaucracy and explicitly stated the need to pro-
tect SMEs and to prevent large holding companies from monopolizing
the economy. The second report, which summarized a panel on privati-
zation, argued that state-driven economic enterprises are burdensome.”
Similarly, in its 1994 annual report on the Turkish economy, MUSIAD
focused on the need to strengthen industry outside the Marmara region.
Finally, in its annual report in 2000, MUSIAD advocated privatization as
a means for reducing public debt.

The 2000 report also emphasized the importance of empowering local
governments to design policies that would benefit their respective local
business communities.” It should also be noted, however, that MUSIAD
favored a decentralized approach to economic—not political—decision-
making. Indeed, nationalistic views have permeated MUSIAD (as well
as other Islamic business associations, especially TUSKON—the Turkish
Confederation of Businessmen and Industrialists). Any policy that could
be construed as “separationist,” including certain solutions to the “Kurd-
ish problem,” it vociferously opposed. In addition, MUSIAD expressed
reservations towards granting more rights to minorities in Turkey, a criti-
cal issue in the European Union (EU) negotiation process. (With the for-
mation of the EU in 1993, EEC was renamed the European Community
and eventually fully absorbed into the wider EU framework in 2009.) Put
simply, a pronounced emphasis on Turkishness became a salient feature
of MUSIAD?s collective politics and preferences.”

As MUSIAD?’s nationalist proclivities suggest, the question of just how
independent the Anatolian Tigers and MUSIAD were from the state is
debatable. Silverman has argued that the Anatolian Tigers did not depend
on state assistance and achieved success by utilizing social and financial
networks that were largely separate from the state and oriented around a
shared sense of Islamic piety.” Similarly, research by Uygur provides evi-
dence that pious businessmen have regarded the state and its bureaucracy
as a barrier to entrepreneurship and thus favor a minimal role for the
state.” Still, at the very least, it is improbable that the official state poli-
cies rooted in the Turkish-Islamic synthesis that sought to instrumentally
leverage religion to enhance social cohesion throughout the 1980s ham-
pered groups like MUSIAD. Rather, such policies, when combined with
structural factors and the willingness of the pious business community to
adapt to neo-liberal principles, were likely advantageous to them. There-
fore, MUSIAD’s early insistence that pious businesses succeeded despite
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the state, not because of it, is perhaps better understood in the context
of long-standing political grievances against Turkey’s first-generation
capitalists. For example, according to Adag, MUSIAD was the collective
voice of Islamic-oriented SMEs and their political, economic and cultural
grievances against established secular big business groups.” Similarly,
Ozcan and Turung have drawn attention to the Muslim business com-
munity’s pronounced antipathy towards the family cartels (or so-called
disingenuous cosmopolitan Istanbul capitalists) that controlled the Turk-
ish economy.” In addition, as the following section reveals, MUSIAD
notably stopped advocating for a minimal role for the state once the
AKP came to power and the association’s access to state resources grew
undeniably stronger.

Regardless of the question of state support, MUSIAD’s role became
pivotal in the 1990s, and the association grew to include over 3,000
firms by 1997.77 MUSIAD not only helped to organize pious busi-
ness networks but also attempted to safeguard the role of its member
firms and of Islamic values in the economic system through acts of self-
regulation, which included penalizing firms for corrupt practices. For
example, citing several severe cases of corruption and the rampant abuse
of Islamic values, MUSIAD invited eighteen multi-ownership companies
to come together to address these problems in March 2000. The upshot
of this meeting was that several holding companies, including Jet-Pa and
GAP, were expelled from the association entirely and Endistri Hold-
ing was forced to resign after it failed to comply with the association’s
guidelines.”

As will be shown in the next section, MUSIAD ultimately failed to
stamp out corruption, but the pious business community did largely suc-
ceed in improving access to finance and investment funding as well as
in building a religiously sensitive consumer base and a competent labor
force, all by leveraging trust-based networks built upon shared religious
and culture values and institutions.

5.7 Capturing Export Markets Through Religious
Proximity

The conservative bourgeoisie did achieve low-cost production and
eventually became competitive in export markets. The Turkish govern-
ment’s reluctance to crack down on informal practices—such as employ-
ing unregistered workers, violating safety regulations and avoiding tax
payments—definitely helped conservative enterprises. At the same time,
these firms appealed to the common values of Islam to penetrate further
into markets in Muslim countries, and they benefited disproportionately
from trade to non-OECD and MENA countries. For example, Turco and
Maggioni have found that firms from religiously conservative regions are
more likely to enter export destinations with a higher share of Muslims
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and argue that religious proximity eases export entry for producers of
“trust intensive” (i.e. differentiated and advertising-intensive) goods.”
MUSIAD’s preferences and initiatives weighed heavily on Turkey’s for-
eign trade relations. For example, during the 1990s MUSIAD opposed
a customs union between Turkey and the EU and instead promoted the
establishment of closer relations with MENA and/or CIS countries, where
it was believed that Turkey had a competitive edge.’® As evidenced by
MUSIAD’s 1997 annual report, the association criticized and lobbied
intensively against the embargos imposed on Iraq in an effort to stop the
severe trade losses that its members faced as a result, especially MUSIAD
representatives from southeastern Turkey.®! Exports from the Central Ana-
tolian region, where a sizable portion of the Anatolian Tigers operated,
grew 13.5 percent between 2002 and 20135, while exports from Turkey’s
traditional industrial heartland—sometimes referred to as the “developed
west”—grew only 10.5 percent over the same period. Furthermore, by
20135, 53 percent of exports from Central Anatolia went to MENA coun-
tries, as opposed to 24 percent of the exports from the Western region. If
we include Gaziantep, another Anatolian Tiger hub located in Turkey’s
southeast, the share of exports going to the MENA increases even further.®?
The Anatolian Tigers largely produced low- or mid-tech products,
whereas Turkey’s traditional industrial heartland exported products of
a significantly higher technological grade. In 2003 more than 60 percent
of exports from Central Anatolia were low tech, adding merit to the
argument that the region gained its competitive edge in low-wage, low-
productivity segments. In addition, despite these firms’ growing clout and
access to state resources, the technological sophistication of their exports
improved only slightly: the share of Central Anatolian exports in the
high-tech category increased from 12.5 to 17.8 percent between 2002
and 2015, whereas the share of high-tech exports from the traditional
industrial region grew from 32 to 38.8 percent over the same period.®
Taking a “courageous step,” a number of MUSIAD members eventu-
ally criticized the economic outlook and export strategy of past Islam-
ist parties.®* Several MUSIAD members openly expressed their concerns
about adherence to a “false” Islam. For example, the founding presi-
dent, Erol Yarar, blamed the mystical frugality inherent in Sufi Islam as
the main factor contributing to the backwardness of the Muslim world.
Thus, while criticizing and thereby putting distance between itself and
the Welfare Party’s concept of a “Just Order,” MUSIAD also came to
realize it had a vested interest in partnering with a party that was pro-
liberalization and friendly to the secular and Western world. Tugal
describes this ideational shift as the marriage of formal democracy, free
market capitalism and conservative Islam. Consequently, as Giimiiscii
and Sert have argued, support for a pact between MUSIAD and a nascent
reformist wing of the Welfare Party began gaining ground prior to 1997.%6
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After the 1997 Turkish Military Memorandum (also referred to as 28
Subat or the Postmodern Darbe), during which Erbakan was forced out
of power and banned from politics, his Welfare Party shut down, and
many other conservative or Islamist-leaning scholars and bureaucrats
were purged from government offices and universities. A substantial fac-
tion of reform-minded political Islamists, however, regrouped under the
Virtue Party in 1998, and this short-lived successor to the Welfare Party
offered a softer version of Islam and full integration with the West.®” The
Virtue Party became staunch supporters of the European Union acces-
sion process due to the EU’s emphasis on freedom of speech and human
rights. In little over twenty years, a reversal of the Islamists’ stance on
Europe, first encapsulated in the virulent anti-EU rhetoric of Erbakan’s
National Outlook Movement, had occurred.

As their views towards Europe softened and European export markets
and integration looked increasingly attractive, the conservative bourgeoi-
sie felt obliged to justify their reluctance to pay taxes and their criticisms
of the distributive role of the state and of labor unions.? Here, and for
their own purposes, they again relied on religious legitimization, and
were quick to seize upon the romanticized concept of “Medina Society”
or “Medina Market,” which endowed capitalist activities “with a sort
of sacredness that an ideal Islamic society and economy should be based
on. . . [with the main characteristics] of this historical marketplace . . .
defined as non-interventionist, non-monopolistic and tax-free to attract
merchants and stimulate higher profits.”* Since zakat, the main form of
Islamic philanthropy, was an obligatory charitable contribution or tax
used to help the poor, the “Medina Society” archetype could conveni-
ently dismiss the moral duty of paying an extra tax to the state, and argu-
ments about rights-based social policy were also successfully muted. The
conservative bourgeoisie’s approach to the labor movement should also
be assessed in this context. Trade organizations and unions are depicted
“as disturbing harmony and order in the workplace by inculcating con-
flict and animosity between employers and employees,” which ran coun-
ter to the harmony proffered by the ideal “Medina Market.”*

5.8 The Era of the AKP: Using Neoliberal Tools
for Political Empowerment

Since MUSIAD already hoped by the end of 1990s to ally with a conserv-
ative party that would be open to the forces of globalization, it was no
surprise that the association put its support behind the AKP in the 2002
elections. The Turkish economy faced a deep economic crisis at the begin-
ning of 2001. Problems brought on by fiscal irresponsibility, an under-
regulated banking system and political uncertainty could not be overcome
with a stabilization program based on a fixed exchange rate regime. Capi-
tal fled the country. From the very start of the election period, the AKP
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emphasized that it would commit to the IMF-backed stabilization pro-
gram and structural reforms. The party also expended significant effort to
position itself as “pro-business” and signal its willingness to form broad
alliances with global financial actors. At the same time, the AKP empha-
sized the importance of Turkey’s EU membership and democratization
more than did its political rivals. Voters heavily penalized the parties in
the incumbent ruling coalition as a result of the 2001 crisis and the new
parliament formed in 2002 contained only two parties: the ruling AKP
and the opposing CHP (Republican People’s Party).

A great many of the suggestions put forward in MUSIAD’s 2002 annual
report were reflected in the AKP’s first strategy documents.”? Nonethe-
less, the AKP anticipated pressure from the first-generation “secular”
business community as well as international financial actors, and thus
it positioned itself accordingly. Indeed, the AKP’s success in securing a
place for itself in Turkish politics is an excellent example of an Islam-
ist party’s ideological flexibility in response to changing conditions. This
was no small feat for several reasons. First, in terms of economic policies,
the IMF stabilization program and 2001 structural reforms necessitated
the establishment of independent regulatory authorities who would, by
definition, reduce the state’s discretionary power. This was inherently
risky, as it threatened to undercut the state’s ability to grant access to the
resources that the devout bourgeoisie needed to further expand their mar-
ket power. In addition, the new reform agenda threatened to take away
some of the important competitive advantages enjoyed by the Anatolian
Tigers, including tax avoidance, the employment of informal labor and
lax oversight of compliance with safety regulations. Moreover, MUSIAD
resisted both banking reform and the advent of regulatory bodies.

The AKP established some regulatory institutions while simultane-
ously making it possible for the business community to continue to
operate under relatively loose conditions in its early years. Onis defines
this pragmatic approach as “regulatory neo-liberalism” and “controlled
neo-populism.”?? Bugra and Savaskan take a slightly different stance and
define this first period of AKP rule as one of mutual dependence between
the government and the broader business community.”* As both the first-
generation and second-generation business communities relied on gov-
ernment support to secure their economic interests and associational
power, they tacitly lent support to the AKP, which thereby further bol-
stered the rise of political Islam. Indeed, during this period the AKP used
privatization as an effective tool to establish its pro-business credentials
and the party did not always favor the second-generation pious business
community in the process. The privatization of Tiipras, the state-owned
petroleum refining company, to Ko¢ Holding, the largest holding com-
pany in Turkey and a primary representative of the traditional secular
business community, offers a good example for understanding the AKP’s
early approach, which initially sought to appeal to a broad business base.
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The AKP’s landslide victory in the 2007 and 2011 elections earned
the party an almost uncontested position in Turkey’s political arena.
With each political victory, the AKP’s pragmatic approach of forming
a broad alliance between different business organizations gave way to
a more discretionary and authoritarian policy framework. Neoliberal
tools including public-private partnership models, especially for the pro-
vision of social services and infrastructure projects, were used extensively
in an effort to feed state contracts to new big businesses operating on
a national scale. Many of these new big businesses preferred to make
investments in energy (both generation and distribution) and/or con-
struction, sectors in which the ability to secure permits from local or cen-
tral government authorities was critical. MUSIAD’s increasing interest in
the construction sector starting in 2009 is therefore fitting. For example,
in its 2009 annual report MUSIAD characterized the construction sector
as the locomotive of the Turkish economy. Similarly, in its 2011 annual
report, MUSIAD emphasized the need for a broader urban transforma-
tion and more investment in the construction sector.” It is perhaps also
not surprising then that one of the members of the consortium that won
the massive third Bosporus bridge construction procurement in 2016 was
the president of MUSIAD at the time.

Indeed, as the AKP strengthened its grip on power, it began circum-
venting regulatory mechanisms with increasing frequency and with less
regard for the consequences. Accusations of favoritism and patronage
also began to abound. Corruption seeped into the political economy, as
an analysis of the frequent changes to procurement laws makes evident.
Between 2003 and 2013, 29 changes were made to procurement laws.
And, as Giirakar and Meyersson show, a limited number of firms with
close ties to the AKP began winning a disproportionately large share
of construction procurement contracts. After the 2008 amendment to
procurement laws, the likelihood for AKP-connected firms to win pro-
curements rose from 40 percent to 70 percent.”” The government-fueled
construction boom also made Turkey’s Public Housing Development
Association (Toplu Konut Idaresi Baskanligi, TOKI) a key player in the
AKP’s strategy to enhance its grip on power in key urban municipalities
through the handout of urban renewal projects. Marshal, Aydogan and
Bulut, for example, find that TOKI investments (in the form of housing
units and associated expenditures) were a significant determinant of the
number of times the AKP won mayoral elections in period from 2004 to
2014.%8 As shown in Chapter 10 in this volume, corruption has a long
lineage in Turkey and was likely exacerbated by AKP policies.”

Indeed, the party fused its economic development programs and
patronage networks into a formidable political machine that served to
enhance its grip on power, especially in urban centers, as long as the
economy was growing.
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Theoretically, this process of capital accumulation by a few big firms
could have been problematic for the AKP had it hurt smaller actors in
the pious business community. To avoid such a fate, the AKP pursued a
number of measures. First, it leveraged Islamic business networks and
Islamic culture to come up with effective subcontracting practices, mainly
through dividing tenders and limiting subcontracting firms to domestic
business.'® By doing so, smaller and local firms that were close to the
AKP’s network could also benefit from the success of pious big busi-
ness.?! The AKP therefore was able to maintain its support for the eco-
nomic activities of government-friendly SMEs without losing the support
of big business. In yet another about-face, the Muslim business commu-
nity had thus adopted a dramatically different approach towards the role
of the state in the economy, as it established a closer relationship with the
ruling government.'%?

5.9 Conclusion

The argument developed in this chapter reveals that Turkey’s pious busi-
ness community has shown a remarkable degree of responsiveness to
shifts in the economic and political environment and were not inhibited
by religious institutions, scripture or ethics. Instead, they leveraged and
transformed a repertoire of religious and cultural frameworks in the ser-
vice of both political power and capitalist development. This strategy
has strengthened their ability to accumulate influence over the traditional
stewards of Turkey’s economy. These findings are consistent with Adas,
who has argued that Islamic entrepreneurs reinterpret Islam in ways
that comport with current and anticipated economic conditions and are
thus able to navigate potential conflicts between capitalism and Islamic
norms, such as the prohibition of interest (riba).'® Similarly, this chapter
complements work by Tugal, who has compared Islamist and Kemalist
actors’ ability to respond to the values promoted by globalization, and
claimed that the Islamists have been more successful.*

The responsiveness of Islamic actors in Turkey has taken several forms.
First, Islamist political actors—and the conservative bourgeoisie class
they have sought to cultivate—have been quick to adapt, demonstrating
that they can effectively use the policy tools and dominant economic and
political frameworks of the time, even if these frameworks deviate from
their immediate preferences and assumed religious proclivities. Islam-
ists’ increasing willingness to adopt neo-liberal policies—including the
private-sector provision of social services and the devolution of authority
to local municipalities, which reached its apex with Justice and Develop-
ment Party rule—in a discretionary fashion is a case in point. Adherence
to these policies gradually fastened the capital accumulation process to a
government-friendly conservative bourgeoisie.'%




116 Kristin Fabbe, Umit Ozlale, et al.

Second, both Islamic political actors and business associations exhibit
a high degree of cultural and ideological flexibility: they can and do suc-
cessfully reference different Islamic moral codes with respect to business
culture at different periods to give religious legitimacy to their actions.
Such flexibility is evidenced by the fact that the moral codes emphasized by
MSP at the end of 1970s—and also those derived from Sufi philosophy-—
are markedly different from the “Medina market” business culture that
Muslim business associations began to romanticize with increasing vigor
in the mid-1990s.1%

Although the adaptivity and ideological flexibility of Turkey’s con-
servative business and political elite is remarkable, one factor—the use
of religion as a nefwork resource—has remained relatively constant
over the period studied here. Throughout the recent history of Islamic
capitalism—and, in fact, in an effort to create this very category—Islamist
political actors and the Muslim business community leveraged religious
networks, associations and organizations to build trust and thereby
reduce transaction costs between market participants, to access vari-
ous sources of financing and support and to ensure close proximity to
the Turkish government. As a result, this chapter makes a case for the
bidirectional nature of the transformation that has dramatically changed
business-state-society relations in Turkey. While the capitalist system
and composition of the business community in Turkey has changed as a
result of exogenous factors, such as globalization and demographic reali-
ties, we also observe a transformation of Islamist actors themselves as
they have strategized how best to utilize new opportunities, both locally
and globally.
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6 Reciprocity in Business-
Government Relations

A Comparative Perspective

Patrick Fridenson

Government has been at the center of three of the previous chapters of
this book. Indeed, in Chapter 1 Colpan and Jones, as they explore the
coevolution of business enterprises with political and social institutions
in order to locate the long-term evolution of Turkish capitalism in global
history, often return to the role of government. Furthermore, in Chap-
ter 3, Bugra focuses on government-business relations in Turkey and sees
politics at the origins not only of the earlier bourgeoisie but also of the
new business community. In Chapter 5, Fabbe, Ozlale and Balik¢ioglu
connect the rise of religious-conservative big business during the past fifty
years in Anatolia and in the periphery to the increasingly blurred bound-
aries between business and politics, and to the state granting resources to
their large enterprises.

The purpose of this comparative chapter is to stand back from detailed
engagement with the empirical evidence on Turkey. It looks not just at
policy and business, but also at the interaction between them. The chap-
ter also addresses the heterogeneous nature of the business sector, both
in Turkey and elsewhere. The goal is that the comparative evidence at
the core of the chapter will help to deepen our understanding of Turkey.

Since the 1960s a number of scholars have framed an approach to the
role of the state in economic growth for emerging markets that offers a
theory of the developmental state as a major source of growth for “late-
comers,” described more often today as emerging countries. This now
conventional wisdom was developed by economic historians like Alexan-
der Gerschenkron on the basis of the case of Tsarist Russia, and political
scientists like Chalmers Johnson on the basis of the case of Japan during
the postwar economic miracle. It was generalized by Johnson and oth-
ers to most similar countries.! It was endorsed by the Harvard Business
School business historian Thomas K. McCraw in the influential edited
volume entitled America versus Japan. (1986).2

A body of scholarship has developed in the social sciences that locates
the coordination of industrial development inside government or its spe-
cialized agencies. A recent study has noted that “developmental states
tend to have coherent Weberian bureaucracies that are autonomous but




