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FOREWORD
During Turkey’s negotiation process for full membership
to the European Union (EU), important responsibilities fall
upon every segment of the society from public institutions
to the private sector, and from non-governmental
organizations to the universities. For this reason, there
is a need for individuals who are specialized on EUrelated issues from different segments of the society. In
accordance with this need, the Jean Monnet Scholarship
Programme, now a flagship project in Turkey-EU financial
cooperation, aims at increasing the number of experts in
the EU acquis related fields and thus supports Turkey’s
administrative capacity building efforts for the effective
implementation of the EU acquis.
Within the scope of the Scholarship Programme, Turkish
public and private sector employees, senior undergraduate
and graduate students as well as academic/administrative
staff of universities can pursue postgraduate studies
in the EU member states and contribute to Turkey’ EU
alignment process upon their return to Turkey. Since its
launch in 1990, the Jean Monnet Scholarship Programme
has made a significant contribution to Turkey’s human
resources capacity trained on EU acquis related fields.
Until today, approximately 2000 Turkish citizens have
benefitted from this educational opportunity some of
whom now occupy key positions in the public and private
sector as well as academia.
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Hayri Can Savaş, 2018-2019 Academic Year
Zahide Karaca Çoban, 2018-2019 Academic Year
Olcay Hayta, 2018-2019 Academic Year
We also extend special thanks to Assoc. Prof. Dr. Saime
Özçürümez* and the experts of the Directorate for EU
Affairs for their valuable comments and suggestions on
the articles.
* Bilkent University, Department of Political Science and Public
Administration
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As the Jean Monnet Scholarship alumni continues to
expand, a large academic collection comprising a wide
array of topics has been piling up as well. The variety
basically stems from the fact that the EU Acquis, being
the body of common rights and obligations binding the EU
member states, covers a diverse set of disciplines ranging
from fisheries, statistics, fundamental rights to taxation,
consumer health protection and social policies. This very
publication which is compiled from the scholars’ master’s
thesis or research reports, will hopefully give the readers
a flavour of the quality and diversity of these academic
studies.
We proudly present the fourth issue of this publication with
a strong belief that the Jean Monnet Scholars and their
works will provide significant added value to the reform
process and Turkey-EU relations.
Jean Monnet Scholarship Programme
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ABSTRACT
The Common Agricultural Policy
(CAP) is one of the most important
and costly policy domains of the
European Union (EU). The policy has
gone through many transformations
and has been subjected to several
reforms in order to overcome a
variety of challenges over time.
These reforms have triggered
scholarly interest towards explaining
the causes and consequences of
the reforms. Among the causes for
policy change, how the World Trade
Organization (WTO)’s pressures
effected these reforms is central to
most of the debates in the literature.
This study aims to understand and
explain the conditions under which
the WTO pressures lead to major
changes in the agricultural subsidy
system within the CAP between
1992 and 2013. To solve this puzzle,
a causal mechanism for policy
change based on the fundamental
assumptions
and
concepts
of historical institutionalism is
formulated. Overall, this study argues
that external pressures alone cannot
result in major changes in domestic
policies of the EU. The study claims
that the success or failure of a given
policy, conceptualized as feedback
effect, explains the conditions under
which reforms take place as well
as their evolution through surfacing
consequences.
INTRODUCTION
The external relations of the EU with
other international institutions is highly
debated among scholars. However,
the influence of the institutions on
the EU’s policies and policy changes
attracts less attention among scholars
(Costa & Jorgensen, 2012, p.1).
The WTO constitutes an exogenous
actor which may impact policy
change as an important international
organization in this context (De Ville,
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2012, p.701) since the members
of WTO made commitments for
reducing trade distorting measures
during the negotiations leading to the
establishment of the WTO.
Launched in 1962, the CAP remained
intact and unchallenged till the end
of the Cold War. Yet, following the
establishment of the WTO and the
occurrence of structural deficits
of the CAP, such as huge product
surpluses and financial burden for
the EU budget, series of reforms
were initiated and implemented to
address different challenges. Hence
the CAP constitutes a significant case
for studying the impact of the WTO
commitments on EU policies. This
study notes that the WTO pressures
does not automatically lead to major
changes within the CAP. Therefore,
the research question of this article
is “under which conditions the WTO
pressures lead to major policy
changes in the agricultural subsidy
system of the CAP?” While seeking
answers to this question, the study
relies on historical institutionalism
in order to trace the dynamics of
different CAP reforms over time.
THEORETICAL FRAMEWORK
As a theoretical framework, historical
institutionalism offers the possibility
to examine the processes and events
influencing the transformation of
institutions that govern political and
economic relations by focusing on the
models of change (Fioretos, Falleti &
Sheingate, 2016, p.5). The CAP as
a policy pursued over five decades
and with the participation of both
domestic and international actors
presents a remarkable case study for
understanding the role of historical
processes which constrain policy
change. The literature on historical
institutionalism can be classified along
two generations, which differ mainly
through their analytical focus while

studying the processes of institutional
change. The first generation of
historical institutionalists emphasizes
institutional stability. They tend to
explain policy endurance by drawing
on the concepts of path dependence
and positive feedback (Pollack, 2018,
p.5). According to this understanding,
if the existing structures receive
positive feedback in the formation of
the policy for another period, then, the
possibility of departures or deviations
from the policy path decreases.
Thus, institutions are path dependent
(Fioretos et al., 2016, p.11), and
change may occur only when
exogenous pressures for change are
very strong. Critical juncture is used
as a concept to explain moments
of major changes resulting from
overwhelming exogenous pressures
(Pollack, 2018, p.5).
The second generation criticizes
the early studies of historical
institutionalism due to their insistence
on stability and abrupt changes
(Fioretos et al., 2016, p.12). They
tend to explain the process of
change by drawing on the role of
negative feedback, which can also
be produced by the institutions and/
or policies. These types of feedback
are claimed to weaken the appeal of
existing policies and create pressures
for change (Pollack, 2018, p.7).

Soifer (2012: 1574) uses two
distinct sub-concepts, as permissive
conditions and productive conditions
for the emergence of a critical
juncture. Permissive conditions are
described as “factors or conditions
that change the underlying context
to increase the causal power of
agency or contingency and thus
the prospects for divergence”.
Productive conditions are described
as “the aspects of a critical juncture
that shape the initial outcomes that
diverge across cases” (Soifer, 2012:
1575).
This study aims to contribute to
the existing literature by applying a
two-phased causal mechanism to
explain policy change by drawing
on concepts from both generations
of historical institutionalism: critical
juncture and feedback effect. The
study finds that, in the first part of the
mechanism, the WTO pressures act
as permissive conditions, and it is the
internal dynamics of the EU which
create productive conditions for the
emergence of a critical juncture.
Therefore, the WTO pressures will
be presented first. To determine
whether the internal dynamics of the
EU generates productive conditions
for policy change, another concept
of historical institutionalism will be
borrowed: the positive and negative
feedback effects. Thus, according to
the second part of the mechanism, if
the system of agricultural subsidies
within the CAP produces negative
feedback, it means that productive
conditions for policy change is
present. Finally, the interplay between
these factors and their effects on
policy change will be presented by
discussing the implications of both
the concept of critical juncture and
feedback effect.

ANALYSIS OF FINDINGS
The MacSharry Reform
The MacSharry Reform (1992) is one
of the most important reforms in CAP
history. The significance of the reform
can be attributed to the fundamental
changes that it brought, especially
to the agricultural subsidies by
decoupling them from production.
The GATT/WTO pressures for reform
was intense in this period. During the
negotiations of the Uruguay Round,
agricultural sector was a central
theme (Rayner, Ingersent & Hine,
1993, p. 513) since farm products
were subject to protectionism of the
domestic markets and were mostly
subsidized for export, and trade
among states was restricted through
high barriers of taxes. These policies
eventually disrupted the flow of
trade among the states (Rayner et
al., 1993, p. 1514). Thus, this study
claims that these pressures created
permissive conditions for pursuing
policy reforms.
This study further examines the
internal dynamics of the EU to
understand the feedback effect of
the CAP that triggered policy reform.
In several EU official documents,
it was stated that the CAP was
originally structured to respond to
deficit for most food products in the
late 1950s and 1960s. The policy
would include supporting internal
prices and incomes through market
interventions,
protection
from
international competition and variable
types of assistance to producers.
However, in a short period of time,
such a policy structure has started
to bring a huge burden on the CAP
budget (Lovec, 2016: 23). Thus, CAP
subsidy system was not considered
as efficient and resulted in negative
feedback effect. Overall, with the
MacSharry reform, as a critical
juncture, a profound change was
introduced to the agricultural subsidy
system.

Agenda 2000
Agenda 2000 aimed to introduce
single, yet, a broad perspective for
EU policies prepared to respond
to the new financial conditions
(European Commission, 1997, p.
11). Accordingly, this study examined
the impact of Agenda 2000 as a
potential critical juncture, which
may bring about policy change
in CAP. Throughout the second
half of the 1990s, the WTO just
expected member states to comply
with their existing commitments.
Thus, compared with the demand
for sectoral reform in the Uruguay
Round, it is possible to state that
the members of the WTO were not
under intense pressure for a major
reform in the agricultural sector in this
period. Thus, this study argues that
permissive conditions for substantial
policy changes were absent.
As for the EU internal dynamics
leading to Agenda 2000, this study
finds that the 1992 reform is praised
for its success creating a positive
feedback effect in terms of examining
its impact on conditions for explaining
policy change. In the assessments
of the reform process, the 1992
reform is cited as having brought “a
considerable improvement of market
balances” and for having led to “a
decrease of public stocks in most
of the reformed sectors”, and an
improvement in “agricultural income
per capita” between 1992 and 1996
(European Commission, 1997, p.
26, italics in the original). Since the
MacSharry Reform (1992) produced
a positive feedback effect, this study
claims that productive conditions for
bringing about policy change have
not emerged. As a result, the policy
changes for CAP through the Agenda
2000 were limited.
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2008 Health Check
The Health Check was initiated in order to take stock of the
CAP. On the basis of the assessments, the Commission
decided to broaden the scope of decoupled payment
mechanism and cross compliance, to add flexibility to
the decoupled support mechanisms and to simplify the
payment schemes (European Commission, 2008).
In the early parts of this period, the WTO pressures were
intense. Several Ministerial Meetings held within the
WTO aimed to negotiate substantial reductions in tradedistorting measures, which came with deadlines to meet
these conditions. However, countries missed the deadlines
and the meetings were marked as unsuccessful.
As for the EU internal dynamics, the previous CAP
reforms were referred to as successful in several official
EU documents with respect to being able to deliver
what was expected in the field of agricultural subsidies
(European Commission, 2007; European Commission,
2008; Eurobarometer, 2008). Thus, this study maintains
that the CAP subsidy system has created a positive
feedback effect.
In a nutshell, even though the pressures were intense
for change at the beginning of this period, as a result of
the inertia which occurred in the trade negotiations, the
external pressures for policy change did not constitute
permissive conditions. At the same time, the previous
reforms in CAP continued to create positive feedback
effect. Thus, the changes within the CAP remained limited.
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The 2013 Reform
The main aim of the 2013 Reform was to simplify and to
provide equality in the allocation of the direct payments.
Another aim was to render the CAP “greener”. Thus,
several adjustments were made in the existing system.
The WTO pressures were not intense in this period. It is
observed that several Ministerial meetings have taken place
in order to revive the stalled negotiations for eliminating
trade barriers completely. Nevertheless, these meetings
once again fell short of coming up with binding results.
In terms of internal dynamics of the EU, the previous reforms
have continued to serve well to the aim of responding to the
needs in their own contexts over time. Yet, it was noted
that the existing system of agricultural subsidies fell short of
meeting the emerging needs of the EU’s agricultural sector
(European Commission, 2011, p. 6).
In this context, this study maintains that WTO pressures
did not constitute permissive conditions. Nevertheless,
the EU’s internal dynamics acted as productive conditions
since the policy had a negative feedback effect. Thus, the
changes in the agricultural subsidy system within the CAP
remained moderate.
CONCLUSION
The purpose of this study is to scrutinize the conditions
under which the WTO pressures lead to major policy
changes in the agricultural subsidy system within the
CAP by using the fundamental assumptions and the

concepts of historical institutionalism.
Throughout
the
analysis,
a
mechanism for policy change, based
on the concepts of critical juncture,
permissive/productive
conditions
and
positive/negative
feedback
effects, is designed and applied.
In brief, this mechanism highlights
the important role of the interplay
between the exogenous pressures
and endogenous dynamics in policy
changes.

of the Commission, COM (97) 2000, 15 July

Based on the results of this research,
this study claims that WTO pressures
may only lead to critical junctures
resulting in policy reform in the
agricultural subsidy system within
the CAP if there is negative feedback
from the policy in the domestic
politics of the EU. On the contrary,
the WTO pressures may lead to
moderate changes in the agricultural
subsidy system within the CAP if
there is positive feedback from the
policy in EU domestic assessments
of the policy in question. When the
WTO pressures are limited, if there
is negative feedback from the policy
in the EU’s domestic politics, the
changes in the agricultural subsidy
system within the CAP remains
moderate and if there is positive
feedback from the policy in the EU’s
domestic assessments, the changes
in the agricultural subsidy system
within the CAP remains limited as
well
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ABSTRACT
Immigration policies of EU Member States differ
significantly despite many coordination efforts pursued at
the EU level. This study aims to explain why this is the
case by analysing different components of the immigration
policy processes in these countries. The study mainly
argues that in the context of politicization of immigration,
public opinion causes immigration policies of EU member
states to move in a restrictive direction, however, in
different ways across time.
INTRODUCTION
Supranationalism and integrovernmentalism are the two
prominent theories seeking to explain policy processes in
the European Union (EU). According to supranationalism,
the Member States confer their sovereignty to the
“Brussels-level”, which makes decisions on behalf of
the Member States and monitors the states to ensure
that they follow the rules and regulations put forward by
the Union (Stone Sweet & Sandholdtz, 1997). Referred
to as “1st order policies” by Chari and Kritzinger (2006),
economic and monetary policies, single market policies,
and competition policies reflect the supranational nature
of EU policy processes. The intergovernmental nature of
the EU, on the other hand, suggests that for the policies
where state interests are paramount, the EU does not
exert its own power (Schimmelfenning & Rittberger, 2006).
Referred to as “2nd order policies”, these policies include
foreign policy, labour market regulations, as well as policies
in the area of Justice, Freedom and Security. These
policies include free movement of persons, immigration
and asylum, judicial cooperation in civil and criminal
matters. The motivation for this study stems from the “2nd
order” nature of immigration policies in the area of justice,
freedom and security, highlighting the lack of uniformity
that exists in the laws and regulations of Member States.
Therefore, the study studies the underlying factors that
could impact state preferences in immigration policies.
This study provides new contributions to this growing field
of research with the following aspects: First, the study
uses the Determinants of International Immigration Policy
(DEMIG POLICY) dataset, compiled by Haas et al. (2016),
allowing the researchers to observe the yearly changes in
immigration policies of the Member States by breaking the
policy area into different policy areas. In this way, the study
will be able to show to what extent the different areas of
immigration policies are affected by the variables that are
selected for this analysis. Second, the study provides a
more generalisable explanation for the underlying factors
which affect immigration policy outcomes by providing an
overall outlook of Member State policies. This is useful
given that the majority of existing studies either consist of
in-depth case studies or they focus mostly on integration
policy, without a comprehensive analysis of different
components of immigration policies..
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HOW TO ASSESS THE MISSIONS’
PERFORMANCES
Different theoretical explanations focus on the reasons
behind the initiation of the CSDP missions, therefore
they are not sufficient to analyse the achievements and
shortcomings of EUFOR Althea and EULEX with regards
to their goals. This article draws lessons from Annemarie
Peen Rodt’s typology (Rodt, 2012) in order to evaluate
the implementation performances of EUFOR and EULEX.
Rodt analyses the success in the military mission by
introducing the ‘internal actor-specific’ and the ‘external
target-specific’ criteria. According to Rodt’s typology, the
‘internal-actor specific’ perspective analyses whether an
operation is implemented well, its mandate is fulfilled,
and its goals are achieved in an entire efficient and costeffective manner. The ‘external target-specific’ criteria
assess the operation with regards to the mission’s ability to
manage the violent aspect of the conflict (ibid.). Therefore,
the dual criteria approach helps to provide more nuanced
analyses regarding the performance of each mission.
LITERATURE REVIEW
Key explanatory variables determining restrictiveness of
immigration policies in the literature include public opinion,
far-right influence, levels of economic growth, electoral
systems, form of government and election periods. The
“opinion-policy gap” argument about immigration policy
output suggests that even though the public opinion on
immigration remains consistently negative, Western liberal
democracies tend to liberalize immigration policies by
considering the business interests and pro-immigration
lobbying groups rather than taking negative public opinion
into consideration by itself (Freeman, 1995; McLaren, 2001;
Thomassen, 2012). More current research, on the other
hand, has been challenging this argument, suggesting that
with the politicization of immigration policies as a result of the

far-right party influence, immigration
has turned out to be an issue of highsalience. Facing the politicization of
immigration issue among the public,
the literature argues, governments
fine-tune their immigration policies in
accordance with the public opinion,
narrowing the gap between the policy
output and public opinion (De Haas
and Natter, 2015; Howard, 2010).
In terms of the effect of levels of
economic growth, the notable
contributions to the literature include
Shugart (1986) and De Haas and
Natter (2015), who find a statistically
significant
relationship
between
economic growth and a decrease
in the restrictiveness of immigration
policies in European countries.
In terms of the effect of the electoral
formula, Da Haas and Natter (2015)
argue that countries with a proportional
representation (PR) system are
more likely to design and implement
restrictive immigration policies in
contrast to countries which use the
first-past-the-post electoral system.
Since PR leads to a translation of
voter preferences proportionally to the
legislative bodies if higher percentage
of votes reflect restrictive preferences,
the resulting immigration policies
are restrictive (Farrel, 2001). In
addition, the “policy responsiveness”
approach evaluates the effect of the
government structure and suggests
that presidential systems are more
likely to respond to changing public
opinion by adjusting the policy
outcomes accordingly as a result of
presidents being more responsive to
the public as the direct representatives
of the national constituents (Erikson
et al., 2002; Soroka & Wleizen, 2010;
Wlezien & Soroka, 2016).
A final point that could have an
influence over policy outcomes
refers to election periods. Several
studies argue that elections create an
environment where the state officials
tend to respond to public opinion which
is effective in shaping policy outcomes
(Schmitt & Thomassen, 1999;
McDonald & Budge, 2005). Contrary
to these arguments, Thomassen
(2012) suggests that elections are not

effective in turning public opinion into
relevant policy outcomes, because
of the “blind corner” arising from the
ideological viewpoints of the parties
overriding the public opinion.
THEORETICAL FRAMEWORK

This study maintains that given the
politicization of immigration issues,
public opinion on immigrants in
the EU is likely to impact whether
immigration policies will become
more restrictive or more liberal.
Therefore, the study will test the
following hypothesis:
H1: Positive public opinion towards
immigration will result in less
restrictive immigration policies, while
negative public opinion will result in
more restrictive immigration policies.
Moreover, levels of economic growth
are also likely to impact whether
immigration policies will become
more restrictive or not. Hence the
study will also test the following
hypothesis:
H2: Increasing levels of economic
growth will result in liberalization of
immigration policies, while decreasing
levels of economic growth will result
in restrictive immigration policies

RESEARCH DESIGN AND
METHODOLOGY

Operationalization of the
Variables
Restrictiveness
Policies

of

Immigration

The data for the dependent variable,
restrictiveness
of
immigration
policies, is collected from the DEMIG
Policy database, which shows
how the immigration policies of 45
countries in the world have evolved
between 1945 and 2014 by breaking
immigration policy down into four
policy areas: border and land control,
legal entry and stay, immigration, and
exit policies.

Public opinion on immigration
The data on public opinion
concerning immigration is collected
from the answers given to the
relevant questions of the European
Social Survey (ESS), which analyses
the change in the attitudes and public
opinion throughout Europe toward
immigrants.
Democracy Level
In order to test whether the “opinionpolicy gap” argument holds, the study
controls for democracy levels within
the EU Member States by using the
Varieties of Democracy (V-Dem)
dataset which allows to observe
the yearly changes in democratic
practices in the countries.
Public support for far-right political
parties
In order to measure this variable, the
study uses the Demand for RightWing Extremism (DEREX) Index,
created by the Political Capital
Institute (2010). It determines an
overall score for each to determine
the far-right support.
The study runs OLS regression with
clustered standard errors by applying
fixed effects model in order to observe
the relationship between different
variables. As the ESS is carried out
biennially, the study uses the mean
imputation method, which allows the
research to overcome the problem of
missing data for the analysis.
.FINDINGS
Hypothesis 1
OLS analysis with fixed effects
produces statistically significant
results for the relationship between
change in public opinion and
immigration policies. It can be inferred
that the so-called “opinion-policy gap”
has been losing its validity, possibly
because the issue of migration has
been increasingly politicized in the
recent years. In light of this increased
public attention, Member States
seem to be responding to public
opinion on immigration with relevant
policy outputs.
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Hypothesis 2
The first step of the analysis examines at the relationship
between GDP per capita growth and changes in
immigration policy restrictiveness within the EU Member
States, which produces no statistically significant results.
The second step lags the policy change variable by one
year, which produces statistically significant results for the
exit policies. It shows that an increase in the restrictiveness
of exit policies within each country can be observed in
relation to changes in GDP per capita growth.
DISCUSSION
The results for the analysis of the data with respect to
testing the first hypothesis demonstrate that EU Member
States are becoming increasingly responsive to changes
in public opinion by bringing about more restrictive
immigration policies. The findings show that the “opinionpolicy gap” argument discussed in the literature with the
earlier research is becoming less relevant in the recent
years (Freeman, 1995; McLaren, 2001; Thomassen,
2012). Politicization of immigration policies, which is
referred to as the extent to which the political parties
introduce as a part of their discourse (Gattinara &
Morales, 2017) also impact the role of public opinion on
shaping immigration policy outcomes. Controlling for the
democracy levels, the study finds a statistically significant
relationship between the integration and legal entry policy
restrictiveness and democracy level variable in a negative
direction. This suggests that as the democracy levels
within a Member State increases, the restrictiveness of
integration and legal entry policies decreases.
The analysis for the second hypothesis investigating
the relationship between economic growth and policy
restrictiveness variable generated interesting results in
terms of exit policies. The result suggests that lagging
the policy restrictiveness variable for a year, the findings
suggest a positive relationship between economic growth
and exit policy restrictiveness. At first glance, such an
outcome seems counter-intuitive, as most of the earlier
work on immigration policies argue that immigration
policies tend to become less restrictive as economic
growth increases. However, the literature focusing on exit
policies in specific case studies pointing to the detrimental
consequences of emigration for the economy of the
donor country highlights that states could take action to
discourage emigration for reasons such as increasing
unemployment of the natives due to migrant flows for
the receiving country, and the risk of decreasing levels of
economic growth for the donor countries (Coleman, 1995;
Boeri & Brücker, 2005; Wolfson, 2006). It is possible to
observe the effect of the Big Bang Enlargement which
took place in 2004 and the governments’ efforts to curb
emigration in order to sustain the growth in their GDP
by preventing brain-drain and emigrant workers, which
require in-depth case studies on the matter. Finally,
the remaining control variables, which examine the
relationship between policy change toward restrictiveness
of immigration policies and the type election system as
well as the form of government produce no statistically
significant result
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CONCLUSION
The study aims to analyze the factors affecting immigration
policy outputs of the EU Member States by focusing on
the changes in four policy areas, namely integration, legal
entry, exit and border policies over time. The main results
of the study suggest that compared to previous trends,
Member States have become more responsive to the
changes in public opinion when it comes to determining the
restrictiveness of immigration policies. This demonstrates
that the so-called “opinion-policy gap” is losing its validity
as the public has become more interested in the issue
of immigration, pushing the Member States to listen to
their citizens when shaping immigration policies. The
main contribution of this research is that by using data
from the DEMIG Policy database, it was possible to
observe whether the policy restrictiveness is affected by
public opinion in different immigration policy areas. The
results of this study also have the potential to shed light
on how the public opinion plays a role in the post-2012
period immigration policy processes, which would include
the impact of the Syrian Refugee Crisis. Moreover, the
analysis of data on the impact of public opinion and levels
of economic growth suggest the need for further research
by referring to other variables.
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ABSTRACT
This study analyzes the effect of foreign entry on the
profitability of Turkish banking sector by using return
on assets (ROAs) of 36 commercial banks for the
period of 2002 - 2018. The study finds that foreign
bank entry decreases the profitability of banks before
the global financial crisis (2002-2008), where no the
impact of foreign entry is observed after the global
financial crisis (2009-2018). The downward effect of
foreign entry ensues from its effects on foreign banks
in the pre-crisis period. The foreign banks entry does
not have a concrete impact on the profitability of the
domestic banks. The downward effect of foreign entry
on the ROAs of the Turkish banking sector would be
considered as a result of the increase in competition
among the commercial banks in the pre-crisis period.
The study also finds that ownership has a statistically
significant effect on profitability; and hence, the foreign
banks are less profitable than domestic banks for the
overall analyzed period, providing evidence for the
home field advantage hypothesis. Finally, regarding
the analysis of bank-specific and macroeconomic
factors, the bank-specific factors have greater effect
on profitability when compared to external factors and
more importantly, dynamics of profitability also have
changed according to types of banks and according
to before or after the global financial crisis.
INTRODUCTION
The regulations implemented in the Turkish financial
sector in 1980 provided a more liberal, however,
also a contentious financial structure through the
abolishment of interest rate ceilings, restrictions on
foreign exchange operations, and improvements in
financial market access conditions. Following these
structural regulations, foreign banks` interest in
the Turkish banking sector rapidly increased in the
1980s, and the number of foreign banks in the sector
increased from a mere 4 to 23 in the following period.
Most of those banks were the branch of largest
banks from European Union started operations in the
Turkish market.
In 2001, Turkey experienced a severe banking/
financial crisis, which was the turning point for the
Turkish economy. A comprehensive agenda was
adopted with the purpose of healing the financial
system. Economic reforms such as `Banking Sector
Restructuring and Rehabilitation Program’ were
introduced in the aftermath of the crisis. As a result
of precise and determined implementation of the
macro-economic and financial reforms, Turkey has
experienced a consistent recovery period in the
subsequent years which was also reflected in the FDI
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figures. For instance, while the total FDI inflows to Turkey was $15 billion from the establishment of Turkish Republic
in 1923 until 2002, that amount reached to $76.101 billion between 2002 and 2008. Meanwhile, the Turkish banking
sector, which has gone through a major reform in 2002, also attracted foreign capital. Total FDI inflows to the banking
sector was $24.6 billion in the same period (FDI Report Ministry of Economy, 2013, https://docplayer.biz.tr/16021390Uluslararasi-dogrudan-yatirimlar-2013-yili-raporu.html).
The substantial foreign entry to the Turkish banking sector was accompanied with a series of takeovers of banks
through changing the ownership status of private banks from domestic to foreign. Besides, foreign entry in the Turkish
banking sector had also been via minority share acquisition or majority share acquisition.
Table 1: The List Domestic Private Banks taken over by foreign banks between 2001 and 2008.
Domestic Private Banks

Purchasing Foreign Bank

Year

Country

New Name

Demirbank

HSBC Bank

2002

UK

HSBC Bank

Sitebank

Nova Bank SA

2002

Greece

Millenium Bank

Turk Dıs Ticaret Bankası

Fortis Bank N.V. SA

2005

The Netherlands

Fortis Bank *

MNG Bank

Arap Bank and Bank Med

2006

Lebanon

Turkland Bank

Finansbank

National Bank of Greece

2006

Greece

Finans Bank**

Denizbank

Dexia

2006

Belgium

Deniz Bank

Oyak Bank

ING Bank

2007

The Netherlands

ING Bank

Tekfenbank

Eurobank EFG

2007

Greece

EuroBank Tekfen***

Source: The Banks Association of Turkey
https://www.tbb.org.tr/Content/Upload/Dokuman/7604/Bankalarimiz_2018.pdf
*Fortis Bank was transferred to Turk Ekonomi Bank in 2011.
** Finans Bank was sold to Qatar National Bank in 2016 and the trade name of Finans Bank was changed to “QNB Finansbank” in 2018.
***The trade name of Eurobank Tekfen was changed to “Burgan Bank” in 2013.

The 2008 global financial crisis had an impact on all sectors of the economy in Turkey. However, the banking sector
was among the least jeopardized due to the measures that were applies after the 2001 crisis such as banking structural
reforms. During the 2008 economic crisis, the strong capital structure of the Turkish banking sector supported the
economic context with high confidence levels of the sector as well.
As far as the financial liberalization process in the country is concerned, foreign entry to the banking sector, through the
greenfield investments, takeovers or share acquisitions increased especially after the introduction of the restructuring
program. Especially, ownership structure of Turkish banks changed considerably through the takeover of domestic
banks by foreign investors. Since banking is the most advanced sector of the financial system in the country, growing
foreign ownership and market share in the banking sector raises an interesting question about the role of foreign banks
in the banking sector.
This study aims to investigate which direction the foreign banks’ entry impact the profitability of banks in the Turkish
banking sector for the 2002-2018 period. During this period, since the most of the foreign banks’ entry from European
Union countries like the takeover of Garanti Bank by Spanish Bank BBVA and Oyak Bank by ING Bank, this analysis
also shows the impact of the EU banks on the Turkish Banking System in terms of profitability. By this way, this study
would give an idea or perspective about EU-Turkey financial interaction in the long term. Additionally, the study aims
to understand whether the effect of foreign banks on the profitability has changed after the global financial crisis. For
this reason, the study performs separate analyses for two sub-periods: the pre-crisis and the post-crisis periods, which
cover 2002-2008 and 2009-2018, respectively.
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Graph 1: Share of Bank Group in Deposit Banks Group

Source: The Banks Association of Turkey.
78 % of Turkish export goods are carried to the countries which are accessible through SSS and railway connections.
Turkey is surrounded by the Mediterranean, the Aegean, and the Black Sea through which various Ro-Ro and SSS
services are available. Turkey has railway connections to European States, CIS and Middle Eastern countries. Transport
projects such as Baku-Tbilisi-Kars, New Airport in Istanbul, 3rd Bridge in Bosporus, new high speed railways are also
promising for the development of IFT in Turkey. Its location on trade corridors between Asia, Europe and Africa, existing
intermodal network and proximity to its main trade partners also enable opportunities for IFT.
However, it is seen that use of IFT has remained very limited in Turkey over the years despite these opportunities.
Therefore, it is highly necessary to clearly identify the reasons preventing the development of IFT in Turkey and take
necessary measures accordingly.
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FINDINGS
The dataset covers 2002Q4–2018Q4 with data on 36 commercial banks in Turkey, excluding participation, development,
and investment banks. In the empirical analysis, bank-specific and macroeconomic indicators of bank profitability are
included as explanatory variables and return on assets (ROA) is used as the main dependent variable. Additionally,
return on equity (ROE) and net interest margin (NIM) are included in the analysis for the robustness check.
Table 2 : The List of Deposit Banks analyzed in this study
State-Owned Banks
Turkiye Cumhuriyeti Ziraat Bankası A.S.

Turkiye Vakıflar Bankası T.A.O.

Turkiye Halk Bankası A.S.
Domestic Private Banks
Akbank T.A.S.

Turk Ekonomi Bankası A.S.

Anadolu bank A.S.

Turkish Bank A.S.

Fibabanka A.S.

Turkiye İs Bankası A.S.

Sekerbank T.A.S.

Yapı ve Kredi Bankası A.S.
Foreign Banks

Alternatifbank A.S.*

Intesa Sanpaolo S.p.A.

Arap Turk Bankası A.S.

JPMorgan Chase Bank N.A.

Bank of China Turkey A.S.

MUFG Bank Turkey A.S.

Bank Mellat

Odea Bank A.S.

Burgan Bank A.S.*

QNB Finans Bank A.S.*

Citibank A.S.

Rabobank A.S.

Denizbank A.S.*

Société Générale (SA)

Deutsche Bank A.S.

The Royal Bank of Scotland Plc.

Fortis Bank A.S.*

Turkland Bank A.S.*

Habib Bank Limited

Turkiye Garanti Bankası A.S.*

HSBC Bank A.S.*

WestLB AG

ICBC Turkey Bank A.S.

Unicredit Banca di Roma S.P.A.

ING Bank A.S. *
Source: The Banks Association of Turkey
*The banks with majority foreign share or domestic private banks were taken over by foreigners during analysis period. Their
capital structure and names some of them changed and become foreign banks. In analysis, these banks are is analyzed by using
DTAKEOVER dummy variable.
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MODEL VARIABLES
Variable

Means of Measurement

Dependent Variables:
Profitability Performance
Return on Assets

Net Profit/Total Assets

Return on Equity

Net Profit/Equity

Net Interest Margin

Interest Margin/Total Assets

Independent Bank
Specific Variables
Foreign Share

% share of foreign banks in total
assets

Credits

Credits/Total Assets

Deposits

Deposits/Total Assets

Capital Adequacy

Equity/Risk Weighted Assets

Liquidity

Liquid Assets/Total Assets

Ownership

Dummy Variable for Foreign
Banks

Takeover

Dummy Variable for Takeover
Banks

Independent
Macro Variables
Real Economic
Growth

GDP Growth/Quarter

Inflation Rate

Inflation/Quarter

Interest Rate

Interbank Interest Rate/Quarter

Exchange Rate

Exchange Rate/Quarter
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CONCLUSIONS
According to the empirical analysis results, foreign banks
entry decreases the profitability of the banks before the
global financial crisis. There is no significant impact
associated with the foreign entry and the profitability of the
banking sector in the post-crisis period. Additionally, the
downward effect of foreign entry ensues from its effects on
foreign banks in the pre-crisis period. The foreign banks
entry does not have an impact on the profitability of the
domestic banks. The downward effect of foreign entry on
the ROAs of the Turkish banking sector during the precrisis period may be considered as a result of the increase
in competition among the commercial banks. On the other
hand, during the post-crisis period, foreign entry has been
realized through one greenfield bank entry and acquisition
of two domestic banks in the system. The small number
of foreign banks entry in the sector may be regarded as a
reason for having no significant impact on the profitability
for the post-crisis period. Moreover, the profitability of
foreign banks is also compared to the domestic deposit
banks in the analysis and it is observed that foreign banks
have less return on assets than domestic banks for the
overall period. Besides the foreign entry effect, bankspecific and macroeconomic factors are also analyzed in
this study. The empirical results indicate that bank-specific
factors have a greater effect on profitability than external
factors. More importantly, dynamics of profitability have
also changed according to bank types and also with
respect to the period before or after the global financial
crisis.
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Copyright systems, all over the world, seek to strike a
balance between rights of authors and welfare of the public
at large (Alexander, 2019; The European Commission, 2019;
Dworkin, as cited in Griffiths & Suthersanen eds., 2005, p.
154). While new leaps in information technologies have
destabilized this balance in unprecedented ways over time,
copyright systems have reconstituted the fragile balance
with the existing rationale (Senftleben, 2013, p. 2). They
have been able to do so by introducing a few new exceptions
and limitations, and aimed to preserve the copyright
paradigm largely intact while regulating new technological
developments. However, most recent innovations in
artificial intelligence (AI) such as the computer-generated
works (CGWs) tested the limits of the existing copyright
systems as well as the persistent copyright paradigm. World
Intellectual Property Organization (WIPO) Director General
Francis Gurry’s words, we are seeing the emergence of
technologies that will have a radical impact on the existing
IP landscape (Gurry, 2017, para. 3). This technology heralds
the building of machines which are capable of original
thought and independent action (Ihalainen, 2018, p. 724).
The practice of AI is expected to have a direct direct impact
on all aspects of human life as well as intellectual and artistic
creation (Erdelyi & Goldsmith, 2018, p. 1), which renders
understanding and explaining how copyright systems will
cope with this transformation exceptionally intriguing.
It can be plausibly stated that AI driven machines have
already taken their irrevocable part in our daily lives
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(Yanisky-Ravid & Velez-Hernandez, 2015, p. 5). On the one
hand, predictions about AI’s far-reaching negative effect
on the labour market triggered heated discussions on the
“universal basic income” (De Stefano, 2018). On the other
hand, AI systems are in use in variety of fields ranging from
diagnosing and treating diseases (Jarrett, 2017) to building
of war robots (Piper, 2019) as well as gathering intelligence
(Greene, 2018). The production of AI systems have been
consistently growing, the industry’s worth is expected to
reach from an $8.2 billion in 2013 to a $70 billion industry by
2020 (The Reuters, 2016).
Amidst the criticism that the law lags behind real life,
and particularly when it comes to regulating information
technologies this lag is even more noticeable. As AI systems
became widespread in all areas of life, legislative bodies
have been forced to take swift action to introduce regulatory
principles and measures. The European Parliament, for
example, recommended the introduction of a specific legal
status for the most sophisticated autonomous robots with
European Parliament resolution of 16 February 2017 (The
European Parliament, 2017, para. 59). In the Horizon 2020
Programme, which is one of the instruments for the Innovation
Union aiming to preserve EU’s competitive position, the
development of robotics and AI systems was highlighted
as one of the most important challenges by the European
Commission. Scholars highlighted that Artificial Intelligent
Systems (AIS) challenge the centrality of human capacity in
creation by introducing robots and computers programmes

which are able to introduce computer
programmes
themselves,
which
underlines the need for working on
regulations immediately (de Cock
Buning, 2016, p. 310). In October
2017, the Kingdom of Saudi Arabia,
which is party to the Agreement on
Trade Related Aspects of Intellectual
Property Rights (TRIPS), granted
citizenship to Sophia, a humanoid
robot (Griffin, 2017). In a nutshell, the
impact of AI systems on society has
attained a level in which all existing
structures, law is in the first place,
are being compelled to accommodate
it.
AI systems already produce artworks
that would be subject of copyright
protection if the creator was a human
being in almost every copyrightable
medium: literature, poetry, news,
music, news and other sort of arts
(Yanisky-Ravid, 2017, p. 668).
Computer-generated Works (CGWs)
are entirely different from anything
else copyright systems have ever
encountered in need of regulation. After
the declaration of “death of the author”
within the context of birth of the reader
in literature in late 1960s (Barthes,
1968, p. 6), CGWs have recalled
the same phrase in copyright law,
where the author is an unreplaceable
constituent, to accommodate the birth
of artificially intelligent authors (Bridy,
2012, p. 3). CGWs have commenced a
new era in which humans are no longer
the sole source of creativity (Hristov,
2017, p. 431-3). However, traditionally,
copyright systems have relied on a
human creator, who independently and
originally creates a work substantially
from her/his mind and soul in a way that
reflects her/his personality (Davies,
2011, p. 601). This fact gives rise to a
crisis that encompasses the “soul” of
copyright, since it brings into question
the nature and meaning of the concept
of authorship (Ricketson, 1992, p. 2).
When the authorship concept is called
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into question, Pandora’s Box opens: it is needed to enlarge
the examination as wide as to embrace the concept of
originality, intellectual creativity and personality (YaniskyRavid & Velez-Hernandez, 2015, p. 4) as well as the
rationale of copyright, the relation between privatization and
public domain (Ramalho, 2017, p. 2), even copyright itself.
This study seeks answers to the question: Who owns the
rights on the works generated by AI? In order to respond
to the question, the study proposes to examine and clarify
the tension between the traditional structure of copyright
law that confers rights on artwork to human creators and
AI systems that autonomously and independently create
artwork. Lex lata does not delimit the discussion, the study
examines the existing approaches and presents reform
suggestions to provide a vision for lex ferenda as well.
The main contention of the study is that when copyright
enhanced its protection categories towards new products
that require the use of new technologies, the copyright
paradigm assumed that new technologies were tools of the
human creator. Therefore, the existing copyright systems
were desigend to confer the exclusive right on the works
to the human creator. The rationale for sustaining such a
system would be incentive structures and natural rights
leaning toward protecting the human creator and regulating
access by the general public in accordance with copyright
laws. However, new technologies lead to CGWs, which
are produced by AI through self-learning and self-training
enabling the AI to improve itself. While some suggest that
how the AI produces CGW may be likened to the creative
process of an artist or an author, others claim that since
the production process is performed by a non-human
entity there is no reason to restrict society’s free access to
CGWs within the scope of copyright law. Accordingly, the
stance within the framework of fundamentals of the existing
copyright law may well be putting CGWs to public domain
and with no restriction/copyright protection on CGWs.
How technological revolution, in its own development,
demonstrated itself as a “delivery room” for copyright in the
form of printing house, this time, in the form of AI revolution,
it plays the role of “funeral parlour” for it. In an era when
access to information and innovation fuels prosperity, CGWs
constitute a remarkable resource for all societies. If the
existing copyright laws continue to bestow exclusive rights
for individuals, they will put limits on prospects for further
innovation. This study argues that the laws and regulations
on CGWs and other AI generated works need to prioritize
free access for all to these works in order to facilitate free
circulation of information so that all can benefit from the AI
revolution for prosperity.
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