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Abstract

Globalisation has been a dominant theme in much social science text over the last
two decades. According to this literature, although one of the most significant
changes in the world economy has been a dramatic increase in the mobility of
capital, globalisation is not a purely economic phenomenon. Alongside the global
economic change, there has been a distinct set of political changes, shifting the reach

of political power and forms of rule.

This economic and political transformation taking place globally redefines the roles
of both the nation state and cities since a growing amount of mobile capital is
attracted to particular world cities given the right mix of incentives and attributes.
Due to changes in the economy of cities, contemporary cities are today being
managed and governed with more proactive urban strategies of the central and local

governments.

In the light of these theoretical arguments, the thesis first examines political and
economic changes in both the Turkish state and the city of Istanbul under the
conditions of intensifying globalisation process. The thesis then reviews the changing
authority relationship between the central government and the metropolitan
municipality of Istanbul with reference to urban policies. Case study chapters
proceed to explore globally oriented urban policies such as developing a new
financial centre and hosting the Olympic Games drawing on the evidence collected
through official documents and semi-structured interviews with the central and local
actors. The research conducted identifies the roles of various central and local

government bodies in determining recent urban policies in Istanbul.

The evidence and analysis presented suggests that although accession to “world city”
status due to globalisation has benefited many cities around the world, the lack of an
effective role for local government in the case of Turkey has prevented the city of

Istanbul from achieving its full potential because of inferior urban planning policies.



Acknowledgements

During the researching and writing of this thesis many people have given me support
and advice. I would like to start by thanking my supervisor, Dr. Andy Thornley who
has spent long hours discussing the issues raised by this research and evaluated the
manuscript with utmost care. I also owe many thanks to my review supervisor,
Professor Ian Gordon, for his comments on my work. They both thought me different
ways to approach a research study and the need to be persistent to accomplish any

goal.

I would like to thank the Ministry of National Education in Turkey for their financial
assistance during the early stages of this work. A research grant from the London
School of Economics and Political Science was very vital in further stages. I also
thank my colleagues at the University of Canakkale Onsekiz Mart, and especially
Prof. Veysel Salih Cavusgil for having confidence in me and for supporting my
research study. My dear friends at the Department of Geography at LSE, Iris
Hauswirth, Javier Sanchez, Murat Yalcintan, Yonn Dierwechter, Miguel Jimenez,
Asato Saito, Jacoob Jordan, Kuniko Shibata and Eduardo Orieggia have always been

helpful during the years I spent in London.

Many local institutions and people helped me throughout the fieldwork. Many thanks
to Istanbul Metropolitan Municipality, Sisli, Besiktas and Kadikoy District
Municipalities, Turkish National Olympic Committee, Chamber of City Planners and

Chamber of Architects for their cooperation. I am indebted to all interviewees whose



precious ideas and comments were invaluable. I am also appreciated to Mr. Ibrahim
Aksu (Graham) from University of Canakkale Onsekiz Mart who proofread part of

the manuscript on a very short notice.

Last, but not least, I want to thank my parents, my sisters, my brothers and my wife,
Ikbal for their patience, understanding and unconditional support. Without their

encouragement, I could not have finished this thesis.



Table of Contents

Abstract
Acknowledgements
Table of Contents
List of Tables

List of Figures

List of Pictures

Abbreviations

Chapter One
Introduction
1.1 Introduction
1.2 The theoretical framework
1.3 General objectives of the thesis
1.4 The structure of the thesis
1.5 Research methodology

Chapter Two
Globalisation, Global Cities and Urban Governance
2.1 Introduction
2.2 What does the term ‘globalisation’ comprise?
2.3 Globalisation and the nation-state
2.4 The effects of globalisation on cities with reference
to the ‘world/global city’ theory

2.5 Globalisation, city competition and urban governance

2.6 Conclusion

e U W N

10
11
12

13
13
14
24
30
36

40
40
41
49

55
59

66



Chapter Three

Territorial Restructuring of the State and the City 71

3.1 Introduction 71

3.2 Re-scaling of the state 73

3.3 The new role of the nation-state 77

3.4 Changing relations between central and local government 79

3.5 Changes in urban politics 83

3.6 Urban regime theory 86

3.7 Conclusion 89
Chapter Four

Turkey in the Globalisation Process 92

4.1 Introduction 92

4.2 The modernisation process in Turkey 93

4.3 The economic globalisation of Turkey 98

4.4 Political responses to the globalisation process 105

4.4.1 Decentralisation efforts since the 1980s 107

4.4.2 Changing intergovernmental relations with respect to
financial policies 112

4.4.3 Legislative developments organising relations between

central and local government 114

4.4.4 The new local administrations legislation 122

4.5 Conclusion 126
Chapter Five

Globalisation and Changing Local Politics in Istanbul 132

5.1 Introduction 132

5.2 Istanbul: brief history of a world city 134

5.2.1 Pre-republic period 135

5.2.2 Republic period 137

5.3 Economic restructuring in Istanbul in the last two decades 139



5.4 Political aspects of the economic globalisation process
5.5 Changing local politics in Istanbul
5.5.1 Effects of the new model of metropolitan governance
in the 1980s
5.5.2 New financial resources for the metropolitan government
of Istanbul
5.5.3 Urban entrepreneurship

5.6 Conclusion

Chapter Six
The Process of Planning in Istanbul
6.1 Introduction
6.2 Planning in Istanbul
6.2.1 The pre-republic era
6.2.2 The early republic era: 1923-1960
6.2.3 1960-1980 period
6.2.4 From 1980 to present
6.3 The role of governmental actors in the planning process
6.4 Master Plans of Istanbul
6.5 Urban policies in Istanbul under the conditions of globalisation

6.6 Conclusion

Chapter Seven
Governing Relations with Respect to Urban Policies: Case Study of the
New Financial Centre Development in ‘Levent-Maslak Axis’ in Istanbul
7.1 Introduction
7.2 Restructuring of Istanbul’s urban core in the new era
7.3 Liberal vision in the 1980s and the transformation of the city centre
7.4 Dynamics of the CBD development in Istanbul
7.5 New financial centre development along the ‘Levent-Maslak axis’

7.6 Conclusion

148
152

152

154
157
159

162
162
164
164
168
173
176
179
184
191
194

198
198
200
203
206
214
236



Chapter Eight
An Urban Policy for Global Competitiveness: Case Study of the

Olympic Games Organisation Project in Istanbul 240
8.1 Introduction: Hosting Olympic Games as an urban policy tool 240
8.2 The candidacies of Istanbul for the Olympic Games 244
8.3 Support from the central government 247
8.4 The Turkish Olympic Law (No.3796) 254
8.5 The role of local government 261
8.6 Public support for Istanbul's candidacy in the city and the 266

country

8.7 Conclusion 269

Chapter Nine

Conclusion 274
9.1 Introduction 274
9.2 From government to governance and decentralisation 279

9.3 Legislative innovations and inceasing central government

involvement in urban policies 282

9.4 Conclusion 289
Bibliography : 293
Appendices 320
Appendix I: List of Interviews 321
Appendix II: Global Advertising, Banking and Legal Service Centres 322
Appendix III: Istanbul’s Olympic Project 326
Appendix IV: Survey conducted by Taylor Nelson-Sofres-PIAR in 2000 327
Appendix V: Plan of Istanbul 328



List of Tables

Table 5.1 GDP by Economic Activity (1996)

Table 5.2 The distribution of predominant activities in the traditional
centre, Eminonu

Table 6.1 Governmental Actors in the Local Administration of Istanbul

Table 6.2 Actors Organising Capacity in Istanbul
Table 7.1 The 1995 Master Plan: Objectives-Outcome Matrix for CBDs

Table 7.2 Ongoing high-rise buildings development in Istanbul

141

146

180

182

229

234



List of Figures

Figure 5.1 Istanbul from the satellite

Figure 5.2 Specialized Suburban Areas and Centres of Attractions in Istanbul

Figure 5.3 District Map of Istanbul

Figure 6.1 The Geographical Map of Istanbul
Figure 6.2 Land Use Map of Istanbul According to the 1995 Master Plan

Figure 7.1 The CBD areas of the 1970s in Greater Municipality of Istanbul
Figure 7.2 Spatial distribution of producer service firms in Istanbul
Metropolitan Area by districts

Figure 7.3 Spatial distribution of banks and finance organizations in Istanbul
Figure 7.4 New CBD Area along the Levent-Maslak Axis

Figure 8.1 Logos Used in Istanbul’s 2008 and 2012 Candidacies

Figure 8.2 Facilities planned for use in the 2008 Olympic Games

133

144

146

163

187

208

211

212

215

246

251

10



List of Pictures

Picture 7.1 High-rise developments in the city core 201
Picture 7.2 The changing visage of Istanbul: A picture from the Bosphorus 203
Picture 7.3 The new plazas axis between Levent and Maslak in Istanbul 216
Picture 7.4 Congestion as one of the most important problems in Istanbul 225
Picture 7.5 A Model of the Dubai Towers Project and its location on the picture 233
Picture 7.6 A Model of the Mashattan Project 234

Picture 8.1 The Olympic Stadium and the Olympic Village in Istanbul 259

11



Abbreviations

CBD

DIE

DPT

FP

IMF

IOBC

1I0C

ITO

NGO

NOC

SHP

TMOK

TOKI

TUSIAD

Justice and Development Party
Motherland Party

Central Business District

State Institute of Statistics

State Planning Organisation

Islamic Virtue Party

International Monetary Fund

Istanbul Olympic Bidding Committee
International Olympic Committee
Istanbul Chamber of Trade
Non-governmental organisation
National Olympic Committee

Islamic Welfare Party

Social Democratic Publican Party
Turkish National Olympic Committee
Housing Administration of Turkey

Turkish Industrialists’ and Businessmen’s Association

12



Chapter One

Introduction

1.1 Introduction

We are living in an era in which the fact of globalisation has become very obvious.
The world at the beginning of the 21* century faces the influences of an intensifying
globalisation process. The social and economic issues as part of this process have
been studied intensively. One of the most important changes in the world economy
over the last two decades has been a dramatic increase in the mobility of capital
across the globe. Globalisation is associated with the transfer of capital crossing
national boundaries, and this mobile capital takes many different forms, such as
foreign investment, footloose high-tech industries, employment, transnational
institutions, international events and tourism activities. Furthermore, this economic
transformation redefines the roles of both the nation state and city since a growing
amount of mobile capital is attracted to particular world cities, given the right mix of
incentives and attributes. Therefore, cities are nowadays facing the pressures and
opportunities of an increasingly competitive and global market and trying to develop
new urban strategies to survive in this rivalry. This thesis will examine those changes
in urban policies in the new era with reference to the ongoing economic and political

transformation in the state and cities taking place globally.
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1.2 The Theoretical Framework

In very general terms, globalisation refers to the combination of varied transnational
processes and domestic structures, allowing the internationalisation of capital,
production, services, information, politics, culture and ideology. Global capitalism is
the common point for most of the arguments emphasising the economic aspects of
globalisation.  Economic  globalisation brings about the increasing
transnationalisation of production under the impact of multinational corporations,
and the production and trade networks in which these corporations are integrated.
This signifies the growing integration of various parts of the world into a global

economy and financial system.

The globalisation of capital and production markets, on the other hand, makes it
difficult for the nation state to exercise any effective economic policy. Therefore,
states today have a general propensity to direct their policies in order to attract and
retain multinational and transnational corporations as part of their economic
programmes. As a result of this trend, these large corporations have emerged as

rising dominant actors in the globalisation process.

In addition, since globalisation broadly entails an important shift from autonomous
national economies to a global market for production, distribution and technology, it
has, today, some significant political consequences, as well as economic ones, for
nation states and their policies. Some extreme globalisation theorists like Ohmae
believe that ‘only two forces matter in the world economy, global market forces and

transnational companies, and neither of these is or can be subject to effective public
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governance’; also ‘stateless corporations are the prime actors in the world economy
and macroeconomic policy intervention by national governments can only distort the
rational process of resource allocation on a global scale’ (Ohmae, 1990, cited in Hirst

and Thompson, 1996, p.59 and p.185).

However, the situation is actually more complex than this. Although central
governments’ degree of freedom on their economic policy has been dramatically
reduced by the effects of economic globalisation in the last two decades, ‘the nation-
state has still kept some of its regulatory power and control over its institutions, and
it is surely far from disappearing’ (Hirst and Thompson, 1996, p.170-194; Giddens,
1999 and Gray, 1998). Castells (1997, p. 269) stresses that ‘the growing role played
by international institutions and supranational consortia in world policies cannot be
equated to the death of the nation state, but the price paid by nation states for their
uncertain survival as segments of states’ networks is that of their decreasing
relevance, thus undermining their legitimacy, and ultimately furthering their

powerlessness’’.

Therefore, under conditions of intensifying globalisation, although national states
today do not have the same level of administrative and political autonomy that they
once possessed, ‘they remain dominant elements of the contemporary political and
economic landscape, though they are clearly undergoing deep transformation’ (Scott,
2001, p.13). As world capitalism goes through an intense process of restructuring in

the late 20™ and beginning of the 21* century, it simultaneously reshapes the state,

! For more details, see the second volume (The Power of Identity, 1997) of Manual Castells’ three-

volume book entitled ‘The Information Age: Economy, Society and Culture’.
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but nation states are not about to fade away (Giddens, 1999 and Gray, 1998); instead,
it still remains as a fundamental institution for regulating and governing people in

modern society.

On the other hand, the rise of supranational political institutions can be seen as the
state’s reaction against reduced decision-making power in order to be able to control
the economic operations of financial flows and multinational companies. Although
the establishment of the EU was the most significant process in this line, the new
world order is also being affected by NAFTA, an economic co-operation zone in the
Pacific region, the G-7 group, the IMF and the World Bank. Similarly, in the
political environment, institutions such as UN and NATO are taking on an increasing
number of functions designed to regulate international political relations, with joint

military intervention when required.

Globalisation, moreover, incorporates contradictory trends too. On the one hand,
economic globalisation has had important effects on the decision-making power of
nation states as already mentioned. On the other hand, it has created new roles for
cities as well. ‘There has been a growing literature on the key roles of certain world
or global cities in the process of globalisation’ (Friedmann and Wolff, 1982;
Friedmann, 1986 and Sassen, 1991, cited in Dieleman and Hamnett, 1994, p.357).
According to this literature, there is an association between the increasing
importance of cities and changes in the global economy. ‘Cities, in a way, are
becoming more powerful vis-a-vis nation states in the global era’ (Friedmann and

Wolff, 1982, p.312).
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While cities are increasingly taking on the significant role in political, economic,
social, cultural and media life, they are also important ‘social subjects which form
links among local administrations, public and private economic agents, social and
civic organisations, intellectual and professional sectors and media, in other words,
between political institutions, business and civil society’ (Borja and Castells, 1997,
p.4). In addition, most of the significant decisions on economic activities are today
not taken in administrative capitals, but in world or global cities, which direct the
international capital. As a result of these economic developments, ‘a cities hierarchy
has been created in the world scale, in which a few powerful global cities control all
the global economy’ (Friedmann, 1995 and Sassen, 1991). According to Hall (1995),
‘the global informational economy is organised on the basis of managerial centres
capable of co-ordinating, managing and innovating the activities of companies

structured in networks for interurban, and often trans-national, exchange’.

‘Linked to their control and command functions, global cities develop a rich physical
and social infrastructure’ (Dieleman and Hamnett, 1994, p.358). The emerging post-
industrial order and world trade agreements are, today, producing new modern office
buildings, commercial free-trade zones and enterprise development areas in the
world cities, increasingly connected by sophisticated information and global
telecommunication systems. ‘Distinct office towers as the image of power and
prestige, major international airports, super-fast trains and telecommunications
networks maintain the global reach of a world city, and the social networks are also

nourished by a large variety of cultural and entertainment facilities’ (ibid.).
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In contrast, being a world city may bring some detriments, as we can see in the
literature. Several authors have mentioned that ‘world city status can bring
considerable social costs like increasing inequalities, polarisation®, duality® and
crime’ (Friedmann and Wolff, 1982; Castells, 1989 and Sassen, 1991, cited in
Dieleman and Hamnett, 1994, p.358). The sharp increase ih socio-economic and
spatial inequalities within major cities of the developed world can be included among
the harmful effects of the economic globalisation process. According to Sassen
(1994), ‘this can be interpreted as social and economic restructuring and the
emergence of new social forms: the growth of an informal economy in large cities in
highly developed countries; high-income commercial and residential gentrification;

and the sharp rise of homelessness in rich countries’.

Sassen also claims that ‘the structure of economic activity in global cities,
particularly the rapid growth of the financial sector and the decline of manufacturing
industry, has brought about changes in the organisation of work, reflected in a shift
in the job supply and polarization in the income distribution and occupational
distribution of workers’ (1991, p.9). The increasing social segregation taking place in
global cities in parallel with the economic and social restructuring process, however,
is not just a developed world phenomenon. Though at a different order of extent,
these kinds of trends also became evident during the late 1980s and 1990s in a
number of major cities in the developing world that have become integrated into
various world markets (Sassen, 1994, Knox and Taylor, 1995). Cities such as Mexico
City, Buenos Aires, Bangkok, Sao Paulo and Istanbul can be given as examples of

these types of cities.

2 See Sassen (1991) for more detail about ‘social polarisation’.
3 See Castells (1989) for more detail about ‘dual city’.
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In the new era, the issue of urban governance has been another important subject area
related to the globalisation debate, including considerable potential for further
analytical development, since it has also been transformed in recent years. Harvey
(1989b, p.5) argues that ‘the transformation of urban governance has had substantial
macro-economic roots and implications’. According to him, ‘urban governance has
become increasingly preoccupied with the exploration of new ways in which to
foster and encourage local development and employment growth’, and ‘such an
entrepreneurial stance contrasts with the managerial practices of earlier decades,
which primarily focused on the local provision of services, facilities and benefits to

urban populations’ (ibid., p.3).

Thornley (1999, p.4) points out that ‘this entrepreneurial attitude includes viewing
the city as a product that needs to be marketed, and in recent years the rise of city
marketing in which image is seen to be of supreme importance, has been an
extensive area of study’. He also adds that ‘the particular image or vision approved
can determine policy priorities’ underlining that ‘a typical emphasis is on mega-
events and developments that attract media attention’ (ibid.). Harvey (1989b, p.10-
11), moreover, indicates that ‘urban entrepreneurialism implies some level of inter-
competition’, and ‘the task of urban governance is to lure highly mobile and flexible
production, financial and consumption flows into its space’ as a prerequisite of this
inter-competition. The organization of Olympic Games and all related activities, such
as the provision of land, buildings and infrastructure required, can be viewed as part

of the urban entrepreneurialism and city marketing strategies.
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On the other hand, the role of national governments in urban policy area tends to
change in formal nature, and their relationships with local governments are more
contractual than hierarchical. Some scholars argue that ‘local governments acquire a
revitalised political role through the structural crisis of areas of authority and power

that highly affects nation states in the global system’ (Borja and Castells, 1997, p.5).

Many countries in the world are now facing intense change in the field of governance
and undertaking extensive state reform, including decentralisation in state structure
and functions, government and civil service reorganisation, and transitional steps to
democratisation. There is an increased emphasis on the need to address local
government more specifically aiming at more effective and efficient government in
terms of development performance, streamlining public finances and ensuring
transparency and accountability of actions. This reform process, initiated for the most
part by national governments, is changing the nature of local administration and

urban policy in cities.

On the other hand, since local government is the level of government which is closest
to the people and the agent of social change, it has an important role in the
development of communities. According to Borja and Castells (1997, p.3-4):
‘Local governments have two important advantages over their national
guardians. For one thing, they enjoy greater representativeness and legitimacy
with regard to those they represent: they are institutional agents for social and
cultural integration in territorial communities. For another, they have much

more flexibility, adaptability and room for manoeuvre in a world of cross-
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linked flows, changing demand and supply, and decentralised, interactive

technological systems’*.

With the rise of the global market economy at the end of the Cold War, almost all
nation states in the world have moved towards the establishment of responsible and
participatory municipal governments. Political changes during the past decade have
in addition spurred people’s interest in democratic ideals of freedom and human
rights, placing increased pressure on governments to give up elements of decision-
making power to bodies that can more closely represent the needs and wants of
citizens. Therefore, restructuring and strengthening local administrations have
become priorities for nation states in order to provide efficient and sustainable

development since the end of the 20" century.

A number of forces at local level have also directed attention to the importance of
local government. These include the rapid growth in world cities, urban poverty,
social and ethnic isolation and other social costs of structural adjustment, and the
incapacities of local governments to meet the demand for basic infrastructure. These
problems and local service deficiencies have actually helped to focus attention on the

need to strengthen local government.

There is now increased pressure on local governments to provide a high standard of
services, efficiencies and quality of life in the cities, and in this way to attract and
retain multinational and trans-national corporations and their investments. Local

governments are faced with increased competition for basic services to meet the

* See Borja and Castells (1997) for more details.
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needs of the general population and the poor, versus investment in those specialised
services which initially are of use only to more sophisticated international business

interests.

As well as increasing urbanisation and the need for development, sustainability
requires urgent solutions for urban problems. Municipalities are vital organisations in
overcoming problems faced in preserving the quality of life, stimulating the local
economy and reducing urban poverty. Deterioration of infrastructure often affects
private investment flows, job creation and productivity. Local economies are thus
largely dependent on adequate infrastructure and efficient municipal services if they

are to remain competitive.

Municipalities, furthermore, have become increasingly skilled in such diverse areas
as urban planning, waste management, transportation and public finance
management at local level. In addition to everyday local affairs, they are often also
the first level of government with responsibility to their citizens for quality of life
and protection of the environment. Effective co-operation between local authorities
and municipalities also leads to their greater empowerment as they aim to achieve a

better standard of living for everybody.

On the other hand, local government has usually lacked both political and financial
power within highly centralised state structures, which has been common in many
developed and most of the developing countries until recently. Local governments
have mostly been dependent, in administrative and financial terms, on their nation

states, and they have had less power and fewer resources than their national superiors
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for controlling global economic and political agents. When we think about increasing
urban problems and the present impoverishment of city residents, we all agree that
local government can no longer remain as the neglected partner in this
intergovernmental relationship. For these reas<')ns, the general trend and political
pressure toward decentralization of administrative processes and political decision-
making is continuing to grow, and individual countries have reacted in different ways

to this trend.

In summary, the local aspects of urban global change, including rapid urbanisation,
increased urban poverty, inequalities and conflicts, together with the incapacities of
local government to meet the demand for basic infrastructure and the emergence of a
strong set of actors and local civil organisations in society, have all helped to focus
attention on the importance of local government. Because local government is closer
to the people and is a kind of training ground for democracy, the emergence of local
government is an important issue in the democratisation movement for countries in

the new era.

Taken altogether, the convergence of these global, national and local aspects serves
to focus and heighten attention on the local level, which is the ignored bré.nch of
government especially in the developing world. Highly centralised states have been
the norm in most of the countries, and local governments have usually been the weak
side in the relationship between local and central government. But with globalisation,
cities all over the world have gained greater importance and became more

competitive. This forces central government to reorganise the role of local
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government and to make municipalities stronger both financially and

administratively.

In the light of these arguments, this thesis intends to find out how globalisation has
affected and is continuing to affect the role of the territorial state, and what kind of
impact globalisation has had on local government in the determination of the urban

policy framework with reference to the Turkish example.

1.3 General Objectives of the Thesis

Many countries in the world have undergone similar types of economic and political
transformation in the last two decades, as we have argued so far, and this has been
part of a more global process of restructuring in the world economy. Countries have
differed in terms of the manner in which economic programmes have been
implemented and the degree of success achieved in objective economic and political
indicators. The economic globalisation experiment of Turkey is also not unique, and
it resembles various experiments practiced in developing world. Since 1980, a
profound shift in policy occurred in Turkey concerning the role of the state in
economic affairs under the conditions of intensifying globalisation. The new
economic strategy aimed at decreasing both the scale of public sector activity as well
as the degree of state intervention in the operation of the market together with
parallel developments in the world. The orthodox policies of the IMF have been

heavily applied as part of the economic restructuring and liberalization process.
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The Turkish experiment with liberalization and structural adjustment in the period
following the military coup of 1980 can be seen as relatively successful in terms of
opening up the economy. Some thinkers believe that ‘the coup ushered in a regime
which was not of the earlier type of bureaucratic authoritarian military rule,
characterized by a more efficient and greater state involvement in the

industrialization effort’ (Keyder and Oncu, 1994, p.40).

Turkey's political economy in the 1980s, however, displayed a fundamental paradox.
A series of measures in the direction of liberalising the economy, especially in the
context of the post-1983 period, was accompanied by an ambitious growth strategy
based on expansion of the public sector. Consequently, the projected retreat of the
state did not materialise in the Turkish case, although a decisive shift occurred in the
type of state intervention, and a considerable reduction in the government's
involvement in the process of market economy. ‘Instead of a retreat of the state, we
observe a significant re-organisation, as well as further centralisation of the state

apparatus itself as compared with the previous pattern’ (Onis, 1991).

As a result, the Turkish economy could neither establish macroeconomic balances
nor retain stability in the last two decades. In addition, the liberalisation process in
the 1980s and 1990s has been widely criticised as not being a product of Turkey’s
own social, political and economic dynamics (Berksoy, 2000; Toprak, 1996 and
Onis, 1997). According to Berksoy, ‘the liberalisation process in the 1980s
symbolises a sudden and sharp turn rather than a progression of the Turkish system,
and this model looks like a copy of the prescriptions of capitalism prepared for its

crisis in the 1970s, which does not contain any characteristics of the Turkish system’
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(2000). In the light of these criticisms, one of my main aims in this thesis is to
examine the political and economic characteristics of the Turkish globalisation
process. This will assist in exhibiting the changing role of the state and city in the

ncw cra.

On the other hand, while the influences of global economic trends on restructuring
the urban economy and repositioning the city in the global economy have been
extensively studied, the changing relationship between government levels with
respect to urban policies, or the relationship between the reorganisation of the state
and changes in urban policies, have hardly been investigated. The changing
relationship in authority between different levels of government, and its effect on
urban policies in the new era, is the second examination area in this study. The
political effects of economic globalisation on the nation-state have changed the
nature of the relations between central government and local governments in the last
two decades. The main question of this research study will be to establish 0 what
extent the economic and political globalisation process has affected the state and its
sub-levels, and how this process has changed the way in which urban policies are

implemented by these various levels of government in Turkey.

The first focus will be on the political aspects of global economic change, which
include the contradiction between the increasing importance of global cities and
changing role of nation states and national governments. ‘The accelerated, globally
moving flows are said to represent processes of deterritorialisation through which
social relations are being increasingly disembedded from territories on sub-global

geographical scales’ (Brenner, 1999, p.431). The existence of particular locations
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with a prominent orientation to the world market today raises a question about their
connection with the nation states to which they belong. This is especially valid for

world cities where the dominant economic sectors are oriented to the global market.

The principal hypothesis in this work is that the globalisation process has brought
two parallel outcomes for nation states. One of these is the increasing importance of
world cities vis-a-vis their nation states, as the engines of national and international
economies. This first outcome is mostly related to the economic aspects of
globalisation. Secondly, as a political aspect of globalisation, it will be argued that
there is also an important transformation in the governing relationship between
different levels of government, and the nation-state is transferring some authority to
the local level. These two parallel outcomes are especially associated with the
changing role of the state in the global era, as a result of ‘the reterritorialisation of
forms of territorial organisation such as cities and states, which must be viewed as an
essential phase of the current round of globalisation’ (Brenner, 1999, p.432). The
purpose of the thesis, at this point, is to convey to readers a sense of the simultaneous
trends in globalisation and decentralisation and especially to demonstrate the

changing role of sub-national or local governments.

The second hypothesis related to the first one is that there is a clear change in the
nature of urban policies. Increasing urban competition as a result of the globalisation
process and the reconfiguration of the nation-state in the new global era have
together brought a transformation in urban governance in the direction of the
entrepreneurial approach. Harvey (1989b, p.4) emphasises that ‘urban governments

have to be much more innovative and entrepreneurial, willing to explore all kinds of
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avenues through which to alleviate their distressed condition and thereby secure a
better future for their populations’. According to Harvey (1989b, p.5), since ‘the city
is the relevant unit for understanding the creation of the wealth of nations, the shift
from urban managerialism to urban entrepreneurialism could have far reaching

implications for future growth prospects’>.

Central and local governments have started to use this new entrepreneurial approach
as a tool in order to perform or practice their new roles in the governing relationship
and to compete at global and national levels. This switch to entrepreneurialism in
urban governance, in some cases, has helped the local government to maintain
considerable autonomy of local action. In this transformation of urban governance,
national governments have also had some important responsibilities in maintaining
the balance among different levels of governance. However, in some other cases,
central governments have directly intervened in the process and kept all the
responsibilities and resources, bypassing local governments and ignoring the other

local actors.

Within this general framework, looking into the Turkish case, and especially that of
Istanbul, could give important clues about changing central and local government
relations with respect to urban policies under the impact of globalisation. The field
study has therefore been conducted in the city of Istanbul, which is the greatest
metropolis of Turkey and one of the great cities in the world. The city has been
rapidly transforming in recent years. This transformation has its roots in the historical

and cultural dominance of Istanbul over the rest of the country. Throughout Ottoman

5 See Harvey (1989b) for a detailed study on the shift to urban entrepreneurialism.

28



and Turkish history, Istanbul’s economic, cultural and societal leadership has had an
extensive impact on the whole country. However, the recent transformation has
partly stemmed from globalisation tendencies, which influence developing countries

as well as the most developed ones.

In this study, I intend to analyse various aspects of this transformation process to
bring about an understanding of the authority relationship between central
government in Ankara and the local government in Istanbul. I will mostly take the
Metropolitan Municipality of Istanbul as the representative of local government
because it is the more powerful local government body when compared to the other
that is the Governorship. Moreover, although Turkish urban policy has never been
welfare-oriented, market and outward orientation has never been so dominant. Urban
policy issues, in relation to this, appear to assist with integration into the world

economy and to make Istanbul more attractive for foreign capital.

Under these circumstances, this study aims to explore how some special outward-
oriented urban polices in Istanbul are being shaped under the effect of the changing
authority relationship between the central and local government, parallel to the
global transformation process. While the urban policy example which encourages
new financial and business centre development in the western part of the city, along
the ‘Levent-Maslak axis’, constitutes my first case study, the routine applications of
consecutive governments to compete for hosting the Olympic Games in Istanbul as a

constant urban strategy will be examined in the second case study.
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1.4 The Structure of the Thesis

This research study consists of nine chapters. After this introductory chapter,
contemporary discussions about the globalisation issue will be examined by dividing
the globalisation discourse into three broad schools of thought: hyperglobalizers,
sceptics and transformationalists. In the first half of the second chapter, the economic
and political aspects of globalisation will be taken under scrutiny. The second half
will try to address the effects of the globalisation process on cities and the

transformation in urban governance.

The third chapter will concentrate on the state, and examine how the nation state has
changed under the intensifying globalisation process. The regulationist approach will
be used in explaining the changing role of the state, and by using the regulation
theory, we will try to conceptualize how national-scale regulation entailed qualitative
changes across time and space. In the subsequent part of the chapter, the effects of
globalisation on local government will be discussed. In general, I will first explore
the relationship between globalisation and the changing role of the nation state as a
response to the globalisation process, and then investigate the transformation of

urban policies implemented by the central and local governments in the new era.

Central governments in both the developed and developing world, -operating under
structural adjustment programmes and suffering serious debt problems, have
generally examined ways to decentralise some of their responsibilities to the local
level. Together with the increasing importance of cities as a result of the

globalisation process, decentralisation was seen as an effective tool for good and
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efficient municipal management by national governments. Some problems, however,
have been identified resulting from early decentralisation efforts. For example, while
authority to deliver services is often transferred from central to local levels of
government, the financial revenues are generally not. Intergovernmental transfers are
unreliable, powers to raise revenues locally are not in place and, in general, financial
autonomy to act on the newly acquired local functions remains weak. The lessons
from past experience are directing increased attention to ways of strengthening local
government in order to improve the success rate of decentralisation efforts. Chapter
Three will therefore include the decentralisation of governmental processes in the
context of intergovernmental relations, which provides opportunities for promoting

local actions in the global environment.

The following sections of the third chapter concentrate on changes in urban politics
and urban regime theory. I will argue that there is a change in the nature of urban
governance and management in the global era, and urban policies are being highly
affected by this global transformation. The so-called ‘new urban entrepreneurialism
mostly relying on the public-private partnership’6 is generally viewed as an
alternative urban policy tool in finding solutions for those contemporary urban
problems. On the other hand, urban regime theory will look at the nature of state
regulation at sub-national levels, examining the existence of informal arrangements
between public bodies and private interests in order to be able to make and carry out

governing decisions.

¢ Harvey (1989b, p.7-9).

31



Starting from the fourth chapter, my attention will turn to Turkey, and .I will
investigate the effects of globalisation on the Turkish state and explore central-local
relations with respect to urban policies in relation to the ‘restructuration’ process of
the state. In the fourth chapter, I will firstly focus on the modernisation process in
Turkey. Then my attention will switch to the economic and political aspects of the
debate, and I will examine the way in which the nation state has been affected by the
increasing globalisation process in Turkey. Globalisation and the limitless capital
movement in the world seem to threaten the concept of the nation-state. In relation to
this, the idea of “national development” seems old-fashioned. I will investigate
whether the nation-state is changing or not, and if it is changing, what kind of
strategies the nation-state applies today. The decentralisation efforts in the 1980s,
administrative and financial changes together with legislative innovations, will also

come under scrutiny in this section of the chapter.

Nearly 75 per cent of the population of Turkey today lives within municipality
borders. Economic activities mostly take place in urban areas. Today's municipalities
have some political power as well. They are competing with the central government
for the share of authority and government. Together with the internal dynamics of
Turkey, which have given strength to the municipality movement, international and
global developments also force the central government in Ankara to take into

consideration cities and urban policies more carefully.
Changes in the world political arena also affect political understanding in countries

and bring about debate on governing models. For example, 'the Europe Local

Administrations Subsidiarity Condition' agreement, which Turkey has already
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signed, is a result of this tendency to find new models. Turkey has signed this
agreement despite there being limitations arising from its constitution. It is almost
impossible to continue with a rigid centralised government model today.
International relations and agreements constrain central governments more and more.
Turkey is looking for a rational way appropriate to its structure. When we consider
that the current local administrations law in Turkey has been is in force since the
1930s without any change, the transfer of responsibilities from central government to
local government and administrative reform reorganising local and central
government relations is a necessity. This is also very important for solving increasing
urban problems and serving the needs of rapidly growing cities. That is why the
national government and parliament in Turkey has often sought to implement a new
and more contemporary local administrative and municipal legislation since the

1980s.

However, from the civil actors' point of view, the new local administrations law
passed by in parliament in July 2004 still seems insufficient and needs to be
improved. This reform lacks the participation of the actors in society. It merely gives
a limited right to various professional organisations to explain their views in the local
parliament. For civil organisations, it is more important to be able to direct the
activities of local administrations rather than just explaining their thoughts. Within
this framework, civil organisations want to make a contribution to the related
decisions and policies of local governments and municipalities. In the fourth chapter,
we will look into this new legislation in order to understand the state’s restructuration

process in the new era.
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In Chapter Five, the focus will be on Istanbul, and I will examine how the economic
globalisation process has affected the city. Decisions concerning economic activities
today are not taken in administrative capitals but in the world or global cities which
direct international capital. As a result of these developments in the world economic
system, a hierarchy of cities has been created on a world level. Under these
conditions, Istanbul, with its long history, great cultural inheritance and relatively
strong economic structure, is a candidate for Turkey to find its place in this world
city hierarchy. After examining economical aspects of the globalisation process in
Istanbul, my concentration will turn to the political stage and I will investigate
changing local politics in the city regarding some of the new metropolitan planning

strategies.

Chapter Six will focus on the planning process in Istanbul. I will firstly look into the
history of planning in the city, starting from late Ottoman times, continuing with the
new Republic, and reaching the present day. Following that I am going to look at
most recent master plans for the Metropolitan area of Istanbul. I will try to find out
how urban policies are being shaped under the conditions of globalisation, what roles
different actors play in producing urban policies, and how the national government in

Ankara affects this decision-making process in Istanbul.

The seventh chapter will concentrate on the first of two specific urban strategies
analysed in this study. This first strategy has been implemented in order to encourage
the participation of Istanbul in globalisation. The city of Istanbul, as a result of
transformations in the world order, has now more responsibilities in both establishing

relations with international markets and taking the leadership for the economic
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development of Turkey. The national government, on the other hand, takes an
interest in urban policies in order to raise cities up to the leading world cities’ level
by improving infrastructure and thereby improving the living conditions of the

citizens.

The first strategy that I will explore in Chapter Seven is the encouragement of a new
interﬁational financial centre development in the so-called ‘Levent-Maslak axis’
located in the western part of Istanbul. This case study will help us to understand
whether this is a planned strategy used by local and central decision-makers to help
the city to reach global city status, or just another example of urban policy which
serves the interests of capitalist speculators who are accountable to no one and have

no interest in planning policies or adhering to regulations.

Chapter Eight, on the other hand, examines the repeated bids by central government
to bring organisation of the Olympic Games to Istanbul. The Olympic Games today
are not only a major sporting event but also a very useful urban tool for city
governments to promote and market themselves in an attempt to attract inward
investment and generate a considerable amount of economic multiplier effects. I will
explore the power relationship between the actors behind this outward oriented urban

strategy for Istanbul.

Finally, the last chapter will briefly address general conclusions reached at the end of

the discussions in different chapters of the thesis.
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1.5 Research Methodology

The aims and objectives of this research have brought, in particular, national and
local policy makers, bureaucrats and civil society members to the centre of the study.
Ideas and thoughts behind government policies and behaviour have been brought
under scrutiny in the field research of this study. Therefore, local and central
government organisations, policy makers and officials in Istanbul have been the
target groups in the field research. However, I believed that room should be made for
the people who are being affected by these urban policies. For that reason, the field
research in this study also includes interviews with civil society and professional

organisations reflecting the opinions of the general public.

Both quantitative and qualitative research methods have been used in this study.
There were three stages in the realisation of the field study part of the research. First
of all, I examined quantitative data and statistics from written official documents and
reports published by various central and local government organisations. Numerical
and statistical information such as local governments' share of the GDP, gross
domestic product and its national share in the metropolitan area of Istanbul, rates of
annual growth of the sectoral GDP in Turkey and Istanbul, and also detailed statistics
about the Olympic Games organisation project have been analysed using these

documents and reports.

Secondly, using a variety of media sources including web sites of daily newspapers

and magazines, and governmental, non-governmental and business organisations, an

extensive dossier of Istanbul including news and data has been constructed. This file
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contains most of the news, short reports and information about Istanbul published in
the recent past. Some of this collected information is important in reflecting public
opinion in Istanbul, as we will see in the case study of the Olympic Games
organization project. Others, however, actually helped me to get some idea about the
possible outcomes of urban policy and projects, as in the case study of high-rise

developments in Levent-Maslak axis.

Thirdly, one of the most widely used qualitative research methods, interviewing, was
frequently used in the fieldwork. Although there are infinite varieties of the
interview, its basic purpose generally is to collect information. Richardson et al
emphasises that the interview is the only feasible method and one of the most
effective ones for acquiring certain kinds of information (1965, p.8). According to
Robson (1993, p.229), moreover, ‘face-to-face interviews offer the possibility of
modifying one’s line of enquiry, following up interesting responses and investigating
underlying motives, and this is the main characteristic which differentiates it from

other kinds of questionnaires’.

Richardson et al (1965, p.8), in addition, mentions that ‘the use of the interview must
be based, as well, on an objective assessment of the other methods that might be
used’. They say that ‘different methods are often used in the same study, either
concurrently or in sequence, to verify or to supplement the information gathered by

any one of them or for the peculiar advantages of each at various stages’’.

7 Richardson et al. (1965) for the comparative advantages of different methods.
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There are various reasons for choosing the interview technique in this research
project. First, it was the most suitable data collection tool for the type of information
I needed to use in my research area. Since I primarily interest in the opinions,
attitudes and future expectations of people, bureaucrats or politicians, interviewing
seemed the most appropriate informatibn—gathering method. It is a very commonly-
used approach for research purposes, and also appears to be a quite uncomplicated

and practical method of gathering data.

I believed that a flexible type of interview would be more suitable in my area of
research because of the type of data that I had planned to collect. In this way, I could
easily consolidate the findings from the interviews into the text. A structured type of
interview and its rigid format could have created some difficulties while collecting
information about people’s thoughts and expectations. According to Robson,
‘although the lack of standardisation that it implies inevitably raises concerns about
reliability, interviews have the potential of providing rich and highly illuminating
material’ (1993, p.229). With these considerations, I have preferred to use the semi-
structured interview method when I was doing interviews with local politicians,

bureaucrats, officials and professionals because of its relative advantage over other

types.

On the other hand, one of the main problems in my area of research was to create a
suitable and adequate time period for interviews. Since interviewing is a time
consuming activity, and potential interviewees were politicians and bureaucrats in
ﬁy research area, it was very important and sometimes quite difficult to arrange the

timing and the length of sessions.
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Another important problem area was to obtain productive cooperation with the
interviewees. It has sometimes been very difficult and tricky for me as an interviewer
to get the information that I really needed. Politicians, policy makers and bureaucrats
in central government organisations and municipalities generally preferred to give
information which was politically more correct for themselves, or more ‘secure’ and
free of any personal risk to their position. In this kind of a situation, using various
interviewing tactics such as changing the manner of asking questions, or asking the

same kind of information using multiple questions were very useful.

Although there are always difficulties in both interviewing and obtaining official
documents to take information of high quality, I believe that my case studies have
been very helpful in terms of gaining valuable data, and both sides, myself and the

interviewees mutually benefited from the interviews we conducted.
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Chapter Two

Globalisation, Global Cities and Urban Governance

2.1 Introduction

A dominant theme in many social science texts over the last two decades has been
the issue of globalisation. In recent years, there have been many publications
mentioning the economic, social, political and cultural effects of globalisation and
the new world order on different geographical scales. This is reflected directly in the
literature on global cities, and on the globalisation of finance and investment. The
concept of globalisation also comes out with some other issues such as the
emergence of trans-national regulatory frameworks, the hollowing out of the nation-

state, development of the new entrepreneurial city and the rise of new urban policies.

There are many different kinds of views to describe the globalisation process and the
changes in the new world order. Globalisation has today been a theme for serious
debate in both social and political science literature, and my main concern in this
thesis is to explore the effects of globalisation on the territorial organization such as
the state and the city in particular. I will start the discussion by giving a very brief
summary about this broad globalisation issue in this first chapter. My major interest,
however, is not to question the validity and accuracy of many strohg claims made
about globalisation. My aim in this chapter is to show that the globalisation is a

complex process and contains considerable variety of opinions. Many different
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aspects of globalisation can be highlighted. But my focus will be on the economic

and political dimension of the debate at the beginning.

The chapter consists of four parts. In the first part, I will try to present contemporary
discussions about globalisation by benefiting from Held and his fellows’ famous
classification which divides the thinkers on globalisation into three broad schools of
thought: hyperglobalizers, sceptics and transformationalists (Held et al., 1999, p.2).
In the following part of the chapter, I will address the relationship between the
nation-state and globalisation by using the same framework in the first part. Then I
will briefly examine the theory of the global/world city, and concentrate on the
changes in the world cities under the effects of globalisation. Subsequently, the last
part of Chapter Two will focus on the changing feature of the city government in the
new era. And finally, in conclusion, I will try to summarise some important points
which can be caught from the broad globalisation debate, and this will hopefully

assist to build up the theoretical framework of this study.

2.2 What does the term ‘globalisation’ comprise?

Definitions of globalisation are particularly difficult to hold down and, where
explicit, they vary considerably in their form. There is a wide variety of views in the
academic literature in using the term ‘globalisation’. As Amin suggests, ‘the more
we read about globalisation, the less clear we seem to be about what it means and

what it implies’ (1997, p.1). A highly common point in much of this literature,
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however, is the relationship between recent economic change and the regulatory

power of the inter-state system.

As one of the most important contributors to the globalisation debate, Giddens
defines globalisation ‘as the intensification of worldwide social relations which link
distant localities in such a way that local happenings are shaped by events occurring
many miles away and vice versa’ (1990, p.64). For Robertson the term refers ‘both to
the compfession of the world and the intensification of consciousness of the world as
a whole’ (1992, p.8). John Gray (1998, p.55), moreover, takes globalisation as 'the
world-wide spread of modern technologies of industrial production and
communication of all kinds across frontiers-in trade, capital, production and
information'. According to Albrow (1996, p.89), globalisation can be seen as ‘the
most significant development and theme in contemporary life and social theory to
emerge since the collapse of Marxist systems’. However, I think that one of the most
precise definitions about globalisation has been given by the political theorist David
Held and his colleagues. They define globalisation as:
‘a process (or set of processes) which embodies a transformation in the
spatial organization of social relations and transactions — assessed in terms of
their extensity, intensity, velocity and impact — generating transcontinental or
interregional flows and networks of activity, interaction, and the exercise of

power’ (Held, et al. 1999, p.16).
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The word globalisation actually is a relatively new in the literature. In one of his
public lecture series', Giddens (1999a, p.6) has argued that ‘the history of the word
globalisation is itself very interesting, and up to about fifteen years ago you hardly
find this word in the academic literature and you cannot find much reference to it
certainly in the popular press, up to very little time ago’. However, ‘globalisation has
been one of the most important debates discussed in social sciences in the last two
decades, and it has nowadays become a very widely used term not only among

academics, but also in politics, business environment and even daily life’ (ibid.).

According to Held and his fellows (1999, p.2), ‘there are three different views on the
notion of globalisation and the reality underlying it’. The globalisation literature can
also be divided into three main parts according to these separated opinions. One of
these views has generally been called as the views of the globalisation sceptics (Held
et al., 1999, p.2; Giddens, 1999a, p.7 and Gray, 1998). Paul Hirst and Grahame
Thompson can be given as the principal names for the globalisation sceptics. They
mainly argue that ‘the word of globalisation actually has some ideological meanings
and it is quite difficult to see its practical outcome in the real life’, and also state that
‘the world in which we live is not in fact very distinctively different from before’
(Hirst and Thompson, 1996, p.2-3, and also Giddens, 1999a, p.7 and Dicken, 2003,

p.10-11).

The globalisation sceptics argue that ‘if you look at statistics on the global economy,
the level of concentration in the global economy today is not much greater than it

was thirty or more years ago, and even if you compare the global economy now with

! The Director’s Lectures: Politics after Socialism, given by Anthony Giddens, on the 20®
January1999, and a printed copy of the lecture has been retrieved from
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a hundred years ago, it looks rather similar’ (Giddens, 1999a, p.8). For them, ‘the
late twentieth century is at most a reversion to the late nineteenth century, and it is
not something different from what has been known before’ (ibid., and Hirst and
Thompson, 1996, p.2). David Harvey (1996, p.420) also advocates this argument,
and says that ‘the process of globalisation is not new, and even much before the
nineteenth century, the globalisation of capitalism was well under way in part
through the production of a network of urban places as Marx and Engels emphasized

the point in The Communist Manifesto’.

Giddens (1999a, p.8) argues that ‘according to the sceptics, all the talk about
globalisation has been invented by right-wing ideologists, who want to attack the
welfare state, to cut down on funding for welfare systems, and to emphasise
globalisation as a way of doing this’. The sceptics also argue that ‘globalisation is
essentially a myth which conceals the reality of an international economy
increasingly segmented into three major regional blocs in which national

governments remain very powerful’ (Hirst and Thompson, 1996).

Secondly, there is a quite different school of thought which David Held and his
colleagues have called as the hyperglobalizers (Held et al., 1999, p.3 and also
Giddens, 1999a, p.9). One of the best examples of the hyperglobalizers is the
Japanese thinker, Kenichi Ohmae’. They have quite contrary views to the
globalisation sceptics, and Thornley (1999, p.2) emphasises that ‘their views have

been particularly strong in the business and management literature’.

http://www.polity.co.uk/giddens/pdfs.
2 See Ohmae, K. 1995, The End of the Nation State: The Rise of Regional Economies, p.5-16.
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For the hyperglobalizers, ‘globalization defines a new era in which traditional nation-
states have become unnatural, even impossible business units in a global economy'
(Ohmae, 1995, p. 5, cited in Held et al., 1999, p.3). This globalization view generally
favours the neo-liberal economic logic, and according to them, people everywhere
are increasingly subject to the disciplines of the global marketplace in the new era.
“They also argue that ‘economic globalisation is bringing about a “denationalisation”
of economies through the establishment of transnational networks of production,
trade and finance’ (Held et al., 1999, p.3). To them, ‘the declining authority of states
is reflected in a growing diffusion of authority to other institutions and associations,

and to local and regional bodies’ (Strange, 1996, p.4, cited in Held et al., 1999, p.3).

Held, who invented the hyperglobalizers terminology, and his fellows emphasise that
‘many hyperglobalizers share a conviction that economic globalization is
constructing new forms of social organization that are supplanting, or that will
eventually supplant, traditional nation-states as the primary economic and political

units of world society’ (Held et al. 1999, p.3).

The third school of thought on the globalisation issue can actually be seen as a
medial group between the sceptics and the hyperglobalizers. For Held et al. (1999,
p-2-7), this group of thought can be called as the transformationalists, and it includes
some thinkers like Giddens, Rosenau and Castells. The transformationalists argue
that ‘contemporary patterns of globalization are conceived as historically
unprecedented such that governments and societies across the globe are experiencing
a process of profound change as they try to adapt to a more interconnected but highly

uncertain world in which there is no longer a clear distinction between international
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and domestic, external and internal affairs’ (Rosenau, 1990 and 1997; Sassen, 1996;
Giddens, 1990, cited in Held et al., 1999, p.2-7). For Rosenau, the growth of
“intermestic” affairs define a “new frontier”, the expanding political, economic and
social space in which the fate of societies and communities is decided’ (1997, p.4-5,

cited in Held et al., 1999).

According to the defenders of this view, ‘globalisation is a central driving force
behind the rapid social, political and economic changes that are reshaping modern
societies and the new world order’ (Giddens, 1990 and Castells, 1996). Castells
argues that;
‘toward the end of the second millennium, several events of historical
significance have transformed the social landscape of human life. A
technological revolution, centred around information technologies, is
reshaping, at accelerated pace, the material basis of society. Economies
throughout the world have become globally interdependent, introducing a
new form of relationship between economy, state, and society, in a system of

variable geometry’ (1996, p.1).

The transformationalists and the hyperglobalizers in general share the idea that we
are living in an era in which there is a very important change, and today's radical
globalisation is quite different than the developments in previous times. This
differentiates them from the sceptics. On the other hand, ‘both the hyperglobalizers
and the sceptics try to identify globalisation as merely an economic phenomenon’
(Giddens, 1999a, p.13). They both focus on the international economy and the world

economic system. The primary concern for these two groups of thought is the
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economic aspects of globalisation and governance in terms of its economic
necessities and possibilities, and global capitalism is the common point for most of

the arguments explaining the changes in the world economic system.

In contrast to both hyperglobalizers and sceptics, globalisation is not only an
economic phenomenon, but it also has social, cultural, technological and political
aspects. ‘The greater part of social life is, nowadays, determined by global processes,
in which national cultures, economies and borders are dissolving’ (Hirst and
Thompson, 1996, p.1). According to Held:
‘Globalisation implies at least two distinct phenomena: First, it suggests that
many chains of political, economic and social activity are becoming
worldwide in scope. And, secondly, it suggests that there has been an
intensification of levels of interaction and interconnectedness within and
between states and societies. What is new about the modern global system is
the stretching of social relations in and through new dimensions of activity —
technological, organisational, administrative and legal, among others- and the
chronic intensification of patterns of interconnectedness mediated by such
phenomena as modern communications networks and new information

technology’ (Held, 1995, p.21 and also Chapter 1 in Castells, 1996).

On the other hand, ‘globalisation is a social phenomenon since much of social theory
is both a f)roduct of and an implicit reaction to the globalisation process’ (Robertson,
1990, p.15). According to Robertson, ‘as a relatively recent phenomenon,
globalisation is closely related to modernity and modernisation, as well as to post-

modernity and post-modernisation’ (ibid., p.20). ‘Globalisation is changing people’s
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everyday lives, because it is just a different thing to live in a world where
information is instantaneous’ (Giddens, 1999a, p.13). While Giddens is emphasising
that ‘globalisation is changing many aspects of people’s lives, including everyday
life as well as larger structures in the world’ (ibid.), he actually mentions the social
aspects of globalisation, and according to him, globalisation is about the lives of
individuals rather than just about the big systems of the world. That is why, for him,
‘globalisation is also a transformation of everyday life, of the nature of self, of our
emotions and of how you construct local solidarity, friendships, sexual relationships

and a relationship between parents and children’ (ibid., p.15).

Globalisation finally includes some important political aspects since it has important
effects on the structure of the nation-state apparatus. As Giddens has also
emphasised, ‘the world nation-state system is in an interesting state of evolution as a
result of globalising processes, and the nation-state is becoming radically
transformed’ (1999a, p.19). There is no doubt that globalisation has some important
political effects on the nation-state. The state’s role in the new global order has
considerably changed. In some respects, like national macro-economic management,
its capacities seem to have weakened considerably. However, the nation-state is still
a pivotal institution, especially in terms of creating the conditions for effective
international governance. The focus in the next section will mainly be on the

changing role of the nation-state under the effects of globalisation.
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2.3 Globalisation and the Nation-State

Since understanding the effects of intensifying globalisation on the nation-state is the
main concern in this part, my general approach in this section will be similar with the
discussion of the globalisation debate in the first part of the Chapter. I will again use
three main groups of arguments looking at the nation-state from the globalisation

perspective.

The first of these groups of arguments has been called the globalisation sceptics. This
group generally supports the idea that ‘nation states continue to have some key roles,
whatever other functions they may gain or lose: they firstly have a significant role to
play in economic governance at the level of both national and international
processes’ (Hirst and Thompson, 1996, p.170). In this argument, the autonomy and
decision-making power of the nation-state and the state sovereignty cannot be
completely diminished by the current economic globalisation or global governance,
although it is generally accepted that the new globalized economy allows
transnational companies to run their business without the close state intervention and

politics.

According to the sceptics, then, ‘while the state’s exclusive control of territory has
been reduced by international markets and new communication media, it still retains
one central role that ensures a large measure of territorial control — the regulation of
populations’ (Hirst and Thompson, 1996, p.171). In addition, ‘the central functions
of the nation state will become those of providing legitimacy for and ensuring the

accountability of supra-national and sub-national governance mechanisms’ (ibid.).
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The globalisation sceptics also claim that ‘a world economy with a high and growing
degree of international trade and investment is not necessarily a globalized economy,
in the former sense. In it nation states, and forms of international regulation created
and sustained by nation states, still have a fundamental role in providing governance

of the economy’ (Hirst and Thompson, 1996, p.185).

Hirst and Thompson argue that ‘nation states are still of central significance because
they are the key practitioners of the art of government as the process of distributing
power, ordering other governments by giving them shape and legitimacy’,
emphasising that ‘nation states can do this in a way no other agencies can: they are
pivots between international agencies and sub-national activities, because they

provide legitimacy as the exclusive voice of a territorially bounded population’

(1996, p.190).

Moreover, for sceptics, ‘in a system of governance in which international agencies
and regulatory bodies are already significant and are growing in scope, nation states
are crucial agencies of representation’ (Hirst and Thompson, 1996, p.190), and ‘the
state as the source and the respecter of binding rules remains central to an

internationalised economy and society’ (ibid., p.194).

On the other hand, the status of the nation-state in the global era for the second group
of thinkers, the hyperglobalizers, is completely different than the globalisation
sceptics. According to the hyperglobalizers, ‘the rise of the global economy, the

emergence of institutions of global governance, and the global diffusion and
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hybridization of cultures are interpreted as evidence of a radically new world order,
an order which prefigures the demise of the nation state’ (Albrow, 1996 and Ohmae,
1995, cited in Held et al., 1999, p.4). For Horsman and Marshall (1994), ‘the era of
the nation state is over, and that national level governance is ineffective in the face of
globalise economic and social processes, and changes in the structure of the
international economy, technological advance, and the end of the Cold War together
force a realignment of the relations among states, their citizens and the international

economy’.

Ohmae also contends that ‘only two forces matter in the world economy, global
market forces and transnational companies, and that neither of these is or can be
subject to effective public governance’, and ‘the global system is governed by the
logic of market competition, and public policy will be at best secondary, since no
national governmental agencies (national or otherwise) can match the scale of world

market forces’ (Ohmae, 1990, cited in Hirst and Thompson, 1996, p.185).

In the hyperglobalist account, according to Held and his colleagues:
‘since the national economy is increasingly a site of transnational and global
flows, as opposed to the primary objective of national socio-economic
activity, the authority and legitimacy of the nation state are challenged:
national governments become increasingly unable either to control what
transpires within their own borders or to fulfil by themselves the demands of
their own citizens. Moreover, as institutions of global and regional
governance acquire a bigger role, the sovereignty and autonomy of the state

are further eroded’ (1999, p.4-5).
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According to Ohmae (1995, p.149, cited in Held et al., 1999, p.5), ‘economic and
political power are becoming effectively denationalised and diffused such that
nation-states, whatever the claims of national politicians, are increasingly becoming
“a transitional mode of organization for managing economic affairs™. In other
words, the nation-state can only provide those social and public services that
international capital thinks essential and at the lowest possible cost rather than being

an effective economic manager.

The third school of thought in the debate on the nation state is the
transformationalists, as in the globalisation debate. According to transformationalists,
‘although the nation state is becoming transformed, it is certainly not disappearing’
(Giddens, 1999a, p.19; Gray, 1998 and Castells, 1997, p.307). They believe that
‘contemporary globalisation is reconstituting or transforming the power, functions
and authority of national governments’, and in arguing this, ‘the transformationalists
reject both the hyperglobalizers’ rhetoric of the end of the sovereign nation state and

the sceptics’ claim that nothing much has changed’ (Held et al., 1999).

“The argument of the transformationalists is that globalisation is associated not only
with a new sovereignty regime but also with the emergence of powerful new non-
territorial forms of economic and political organization in the global domain, such as
multinational corporations, transnational social movements and international
regulatory agencies’ (Held et al., 1999). For the transformationalists, there is no
doubt that the interdependence of financial and currency markets and an increasing

dependence of governments on global capital markets are some of the most
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important characteristics of the new world order. As a result of this, the nation state
seems to be losing control over fundamental elements of its economic policies.
Because of the increasing difficulty of government control over the economy, the
national governments today are financially more and more dependent on global

capital markets and foreign lending.

Moreover, the transformationalists argue that the globalisation of production and
investment mainly threatens the welfare state, a key element in the policies of the
nation state in the past half-century. Castells debates that, ‘we observe the direct
impact of globalisation and capitalist restructuring on the legitimacy of the state,
through the partial dismantlement of the welfare state, the disruption of traditional
productive structures, increasing job instability, extreme social inequality, and the
link up of valuable segments of economy and society in global networks, while large
sectors of the population and territory are switched off from the dynamic, globalized

system’ (1997, p.297).

To most transformationalists, however, although the degree of freedom of
governments’ economic policy has been dramatically reduced in the 1990s, ‘the
nation state still has some regulatory capacity and relative control over its subjects’
(Castells, 1997, p.254). Castells argues that ‘nation states may retain decision-
making capacity, but, having become part of a network of powers and
counterpowers, they are powerless by themselves: they are dependent on a broader
system of enacting authority and influence from multiple sources’ (ibid., p-304-305).
“The nation state is increasingly submitted to a more subtle, and more troubling

competition from sources of power that are undefined, and, sometimes, undefinable.
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These are networks of capital, production, communication, crime, international
institutions, supranational military apparatuses, non-governmental organizations,
transnational religions, and public opinion movements. And below the state, there are
communities, tribes, localities, cults, and gangs. So, while nation-states do continue
to exist, and they will continue to do so in the foreseeable future, they are, and they

will increasingly be, nodes of a broader network of power’ (Castells, 1997, p.304).

According to the transformationalists, ‘the model of hyperglobalisation is wrong on
its argument that sovereign states are marginal institutions. For multinationals,
sovereign states are not marginal actors in the world economy whose policies are
easily circumvented, and they are key players whose power is well worth counting’
(Gray, 1998). Gray also argues that ‘sovereign states will remain decisive mediating
structures which multinational corporations compete to control, and this pivotal role
of them makes non-sense of the claims of hyperglobalists, business utopians and
populists who maintain that multinationals have supplanted sovereign states as the

real rulers of the world’ (ibid.).

In general, the transformationalists argue that ‘globalisation has encouraged a
spectrum of adjustment strategies and a more activist state rather than bringing about
the end of the nation state. Accordingly, the power of national governments is not
necessarily diminished by globalisation, but on the contrary it is being reconstituted
and restructured in response to the growing complexity of processes of governance in

a more interconnected world’ (Rosenau, 1997).
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As we have seen in the globalisation literature so far, on the one hand, the power and
operations of nation-states are changing under the conditions of globalisation. On the
other hand, globalisation brings some important roles for different forms of territorial
organisation. In relation to this, issues of globalisation such as capital and
technological mobility also place tremendous pressure on cities. In the next part, we
will briefly examine how the globalisation process affects cities with reference to

‘the world/global city’ theory.

2.4 The effects of globalisation on cities with reference to ‘the world/global city’

theory

Since the 1970s, ‘capital has become arguably more mobile, enterprises dispersed
their components around the globe, and national borders appeared to lose their
meaning in the realm of economics. In the advanced capitalist countries,
manufacturing has declined or moved offshore, eclipsed by sophisticated services
and finance, and the ability of multinational firms to execute their will independent

of national governments grew’ (White, 1998, p.451-452).

The intensifying globalisation process and changing economic system together with
the developments in information and telecommunication technologies have redefined
the roles of cities in the new world order. ‘The city has been rediscovered as the
powerhouse of the globalized economy, and it has become more important as the key
creative, control and cultural centres within globalising economic, cultural and social

dynamics’ (Amin and Graham, 1997).
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‘In recent decades a group of urban researchers have identified various ‘global cities’
as key spatial nodes of the world economy, the localised basing points for capital
accumulation in an age of intensified globalisation’ (Brenner, 1998, p.2). In other
words, the emerging global system of production, finance, telecommunications,
culture and politics has become spatially articulated through a network of world
cities. ‘Since the initial formulation of the ‘world city hypothesis’ in the early 1980s
by Cohen (1981) and Friedmann and Wolf (1982), world city theory has been
consolidated as a major framework for critical research on contemporary cities and
on the changing spatial organisation of the world economy’ (Knox and Taylor, 1995,

cited in Brenner, 1998, p.2).

For global/world city theorists, the changing structure of the international economy
has led to the current changes in the geography and composition of the world
economy, and as a result of this process, today we see the rediscovery of urban
centrality. ‘The changes in the geography and composition of the world economy
have actually created a dual structure in economic activity: while economic activities
are spatially dispersed, they have a globally integrated organisation and structure as
well’ (Sassen, 1991, p.3). ‘One of the main economic outcomes is that increased
globalisation along with continued concentration in economic control has given a key

role to major cities in the management and control of the global network’ (ibid.).

According to Sassen, ‘the more globalized the economy becomes means the higher

the agglomeration of central functions in a relatively few sites, that is, the global

cities’ (1991, p.5). Sassen describes the main functions of global cities: ‘first, as
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highly concentrated command points in the organization of the world economy;
second, as key locations for finance and for specialized service firms, which have
replaced manufacturing as the leading economic sectors; third, as sites of production,
including the production of innovations, in these leading industries; and fourth, as
markets for the products and innovations produced’ (ibid., p.3-4). Friedmann,
however, has five criteria to define the global city: ‘that the global city is an
organizing node of a global economic system; that ‘global’ does not mean it
encompasses the entire world; that the global city is an urbanized space of intense
economic and social interaction; that global cities are arranged hierarchically; and

that the global city is controlled by a transnational class’ (1995, p.25-26).

The top-level management of the industries and rapidly growing agglomeration of
finance and advanced services has mostly concentrated in a few leading financial
centres in major world cities. The world city theory has been deployed extensively in
studies of the role of major cities such as New York, London and Tokyo as global
financial centres and headquarters locations for trans-national corporations (Sassen,

1991 and 1994).

For Lash and Urry, ‘what appears to be new about the ‘global city’ is the rise of a
new political economy driven by new forms of capital that are transferable across the
globe, the rise of new classes that appropriate these forms of capital, and the new
modes through which these classes organize power and engage in politics’ (1994,

p.220-222).
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The global/world city theorists, moreover, have analysed the shift toward a city-
centred configuration of capitalism with reference to two intertwined politico-
economic transformations of the last three decades. Firstly, ‘the emergence of a new
international division of labour resulted in large measure from the massive expansion
in the role of transnational corporations in the production and exchange of
commodities on a world scale’ (Dicken, 1998, p.2). Whereas the old international
division of labour was based upon raw materials production in the periphery and
industrial manufacturing in the core, the new international division of labour has
entailed the relocation of manufacturing industries to semi-peripheral and peripheral

states in search of inexpensive sources of labour power.

In addition to the deindustrialisation of many core industrial cities, this global market
for production sites has also entailed an increasing spatial concentration of business
services and other administrative-coordination functions within the predominant
urban centres of the core and semi-periphery (Brenner, 1998). These upper-tier cities
have become major nodes of decision making, financial planning and control within
globally dispersed commodity chains and, therefore, the central basing points for the
worldwide activities of transnational corporations (Cohen, 1981). This intensified
urban concentration of global capital flows has been further enabled through the
development of new informational technologies, closely tied to the agglomeration
economies of cities, that accelerates communication and coordination on a global

scale (Castells, 1989).

Second, contemporary processes of the world city formation have also been closely

related to the growing obsolescence of the technological, institutional and social
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foundations of the Fordist regime of accumulation, grounded upon mass production,
mass consumption, nationally induced Keynesian demand-management policies and
redistributive social welfare policies (Aglietta, 1979; Jessop, 1992 and Lipietz,

1987).

As a result, we see the increasing importance of large metropolises as key command
and control centres within the interconnected globalising dynamics of financial
markets, high-level producer services industries, corporate headquarters and other
associated service industries like telecommunications, business conferences, media,
design and cultural industries, transport and property developments (Sassen, 1991

and 1994; Castells, 1989 and Friedmann, 1995).

Since the economic and social composition of cities in the globalisation process is
considerably changing in this way, we also have to mention the increasing
responsibilities of local governments in the new era. This causes a different kind of
pressure on local governments in terms of managing their affairs, of governing cities,
and also bringing into question the issue of urban governance. Urban governance is
one that is in constant challenge today, and it will be examined briefly in the

following section.

2.5 Globalisation, City Competition and Urban Governance

As we have seen in this chapter so far, ‘globalisation takes place in cities,

particularly large metropolises, and cities embody and reflect globalisation’ (Short
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and Kim, 1999, p.9). In other words, world cities in which globalisation takes place,
constitute the engines of the rapidly globalising economies. Contemporary urban
dynamics are the spatial expression of globalisation, while urban changes reshape

and reform the processes‘ of globalisation.

Global economic and political changes have radical effects in restructuring cities
around the world. According to Sassen (1995, p.44), ‘the finance and producer
services complex in eachv city rests on a growth dynamic that is somewhat
independent from the broader regional and national economy’. This is an important
change from the past, when a city was supposed to be deeply connected with its
hinterland. A major factor underlying urban change is that cities, today, are
increasingly open to global influences, and more independent from their nation states
in determining and implementing the urban policy and projects. This is also one of
the reasons of intensified competition between cities to attract mobile capital and

rising entrepreneurial urban politics.

The past decade has seen increased competition between cities around the world over
these mobile investments. According to Gordon, ‘among the forms of competition,
the most significant involve rivalry within product markets, and that for inward
investment, the attraction of desirable residents, and contests for funding or events
from higher levels of government and in each case, competition may be concentrated
among a few (identifiable) rivals or may involve many, and the field within which it
occurs may be local, regional, national, continental or global’ (1999, p.1001). He
adds that ‘each of these fields has always been involved but, for many key urban

functions, the likelihood of competition across national borders has been
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substantially increased by the growth of multinationals, rapid information exchange
and the liberalisation of trade and capital flows’ (ibid.). According to Harvey, cities
can compete to become centres of finance capital, of information gathering and
control, of government decision-making, and competition of this sort calls for a
certain strategy of infrastructural provision’ (1985, p.217). Harvey also mentions that
‘efficiency and centrality within a worldwide network of transport and
communications is vital, and that means heavy public investments in airports, rapid

transit, communications systems, and the like’ (ibid.).

To sum up, there is a growing global competition among cities for global financial
activity and investment. Competition between cities accordingly has been intensified
by the growth of multinational enterprises; by city governments taking on an
increased role in promoting and marketing themselves to attract inward investment;
by the emergence of new world-wide economic sectors such as financial and
producer services; by competition for international institutions to locate within cities;
and by competition for global spectacles such as major sporting events, cultural
festivals and trade fairs, which generate considerable amount of economic multiplier

effects.

In this rising competition, the way for the success of cities is to reshape their image
with some creative activities, to improve their physical and social infrastructure, and
as a result of these improvements, to make their business climate attractive for
transnational capital and foreign investors. Local governments seem to have
important roles in this new era of global competition. Since the cities are considered

as the nodal points for command and control functions, production and investment
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activities, the issue of city governance and urban management strategies are even
more important before. There are a couple of important questions needed to be
answered at this point: What are the new challenges that cities face as they relate to
governance? Who are the new actors in governing cities today? And, what kind of
strategies can the city governments develop under the conditions of intensifying

globalisation today?

Since the early 1970s, identified by many as the time when post-war Fordism came
to an end in the West, cities started to experience increasing economic uncertainty
caused by global, national and regional economic and political restructuring. The
increasing economic uncertainty faced by cities, and the rising dominance of political
discourses promoting a belief in the economic and social efficiency of the free
market and competitiveness, have presented cities with a mix of pressures and
opportunities (Leitner and Sheppard, 1998). Although a few cities, such as New
York, Paris or London, are large and diverse enough to live through economic
uncertainty well, many other cities have found it increasingly difficult to maintain
their competitive position and have actively been seeking new investments and
industries. Yet uncertainty has also created new opportunities for cities to prosper
under inter-urban competition, as new places develop and new locations become

favoured.

On the other hand, the globalisation process in cities brought some pressure on urban
policy-makers to take responsibility for improving the competitiveness of their city,
and they started to develop more active entrepreneurial strategies and create new

institutional structures for urban governance, commonly referred to as ‘urban
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entrepreneurialism’ (Harvey, 1989b, p.8). Under these circumstances, city
governance is one of the key issues for national governments. The main reason for
governance becoming a key issue in the global era may be that cities are on the one
hand growing fast, and on the other hand breaking down. While city populations are
rising at a rapid rate, cities are not being able to absorb this urban population
increase, and in relation to that, the old systems of governance and the instruments
that cities have had for long periods, are losing their relevance, and becoming

obsolete.

Then we see the overwhelming importance of decentralisation, both in developed
and developing countries in the last two decades. There is a tremendous shift from
central to local control, and power is increasingly being delegated to local, urban and
regional governments. The trend towards decentralisation may not necessarily be a
result of demand from the local government, because it is also coming from the
resource crunqh that many central governments are facing. They are decentralising
some of their expenditure responsibilities to local governments. Most of the time,
this is not necessarily being accompanied by a fiscal revolution, but it is simply the
transfer of expenditure responsibilities, which may be causing a major crisis at the

local level.

For Castells decentralisation, as a systematic and global phenomenon, is the result of
‘the growing inability of the nation-state to respond simultaneously to the vast array
of demands coming from the local level’ (1997, p.271-72). According to him ‘local,
provincial, and state governments in some developing countries, such as Mexico,

Brazil, Bolivia, Ecuador, Argentina, and Chile, benefited, in the 1980s and 1990s,
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from decentralization of power and resources, and undertook a number of social and
economic reforms which have transformed Latin America’s institutional geography’,
and this ‘created the basis for a new political legitimacy in favour of the local state’
(Castells, 1997, p.272-73). ‘In Latin America, the restructuring of public policy to
overcome the crisis of the 1980s gave new impetus to municipal and state
governmentsl,,' whose role had been traditionally overshadowed by dependency on the

national government, with the important exception of Brazil’ (Castells, 1997, p.272).

Finally, another influential factor in rising importance of the urban governance may
be the global emphasis on issues such as democratisation, accountability and
transparency at the local level. There are more pressures for the elected councils at
the local level, and civil society today has some important controlling role on these
kinds of issues. Local councils are being asked that, whatever they do, it should be
transparent, accountable, which means that even though a city might be better
governed in terms of the provision of services, accountability and transparency, the

city may rate low.

Local governments have traditionally played a significant role in managing cities
because they have been responsible for performing four major types of function,
which relate to ‘public health and safety, public works and public order’ (Mathur,
1996, p.67). However, the autonomy of municipal governments is still very limited
today. According to Mathur, ‘the fiscal power of municipalities in the
intergovernmental distribution of resources is extremely limited and inelastic’ (ibid.,
p.67). This lack of autonomy has always affected, and continues to affect the

functioning of local government in almost every country. ‘Although city authorities
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have a major stake in city governance, the limits within which they can operate are
narrow, and that is imposing major constraints on both infrastructure and service
provision, and the performance of other functions’ (ibid., p.67). On the other hand, in
the provision of local government functions, most cities derive their powers from the
centralised legislation and not from a constitutional right to exist and provide urban
services. This results in a joint occupancy of functions between national and local
levels. This situation brings into question the issue of city governance and who is

responsible for determining the future of cities, working with their stake-holders.

On the other hand, to some scholars, ‘under various neo-liberal regimes of central
government, local government structures and institutions in the global city have been
radically transformed from democratic and representative into increasingly
professionalized, marketized, entrepreneurial and managerial forms’ (Ruppert, 2000,
p-275). He emphasises that ‘the ostensibly new economic significance of global cities
has not translated into greater political power as state practices and strategies for
regulating and administering local governments have increased’ (ibid., p.275).
According to Ruppert, ‘analyses of state-local relations in many countries have
revealed a relative decline in the powers and authorities of city governments, and
even the need for democratically elected governments at the local level has been
questioned in light of the greater central control of local finance and the inability of
local governments to deal with the impacts of global economic change’ (ibid.,
p.276). Ruppert also underlines that ‘what has changed is the mode of state control,
which could be described as a change from government to management, or a shift
from liberal technologies to neo-liberal technologies of government, and as opposed

to less government, states have supported and advocated neo-liberal approaches

65



which represent a shift in the techniques, focus, priorities and rationality of

government’ (ibid., p.276).

‘Some state practices, such as state control of the local property tax base, reductions
in state transfers to municipalities, state-enforced municipal restructuring, and the
fragmentation of local service delivery to numerous non-elected agencies, have also
weakened local government institutions in the global city’ (Ruppert, 2000, p.276).
Ruppert believes that ‘these state practices have given rise to local government
practices which have increased the influence of the private sector in the management
of the city: entrepreneurial strategies focused on competitive economic development
leading to greater reliance on private sector funding and cooperation, and market
strategies focused on the privatization of municipal services and the adoption of
private sector service delivery and management practices, and these practices
represent a shift away from the government of the city by the welfarist public sector

to the management of the city by the entrepreneurial private sector’ (ibid., p.276).

2.6 Conclusion

The most significant development in the world economy during the past few decades
has been the increasing globalisation of economic activities. Contrary to the
globalisation sceptics, we live through a global process, in which there are many
dramatic changes in every comner of the world, and these changes are not just

economic. According to Giddens, this is ‘not only new, but also in many respects
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revolutionary, and globalization is political, technological and cultural, as well as

economic’ (1999b, p.10).

Alongside global economic change, there has been a parallel but distinct set of
political changes, shifting the reach of political power and the forms of rule. On the
one hand, the power and operation of national governments are changing. As Held
(1998, p.26) underlines, ‘a new regime of government and governance is emerging
which is displacing traditional conceptions of state power as an absolute, indivisible,

territorially exclusive form of public power’.

The global economy, on the other hand, has definitely not replaced the world of
nation-states, political power and policies. Far from globalisation leading to “the end
of the state”, which hyperglobalizers believe, it is stimulating a range of government
and governance strategies and, in some fundamental respects, a more “activist state”
(ibid., p.26 and Giddens, 1999). Nations, as Giddens (1998) also mentions, ‘will
continue to keep, for the foreseeable future, considerable governmental, economic
and cultural power, over their citizens and in the external arena’. ‘Sovereign states
will remain decisive mediating structures which multinational corporations compete
to control, and even the protective function of states is likely to expand, as citizens

demand shelter from the anarchy of global capitalism’ (Gray, 1998).

Moreover, in the age of modernity, the city economy came to symbolise the
powerhouse of capital accumulation. The ‘Fordist’ city, as a locus of mass
production, mass consumption, social interaction and institutional representation,

became the growth centre of a national economy (Scott, 1988). It was a centre of
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agglomeration —an integrated and self-reproducing economic system. Téday, the city
economy is a thing of fragments, composed of many parallel sectoral logics with few
interconnections between them. Thus, the city continues to attract entrepreneurship
and investment, but no longer constitutes a cohesive local economic system. In the
case of global cities such as London, New York and Tokyo, it exists as a ‘central
place’ in global economic networks and connections (Sassen, 1991 and Castells,
1989). In the case of national cities such as Milan, Paris and Frankfurt it exists as a
central node in national administrative, financial, commercial and consumption
networks, but not as the industrial power-house which strengthens these networks. In
the case of the post-war regional centres of mass production such as Turin, Chicago
and Birmingham, it exists as a mosaic of de-industrialisation, new inward
investment, secondary service activities, regional consumerism and provincial

administration (Amin and Thrift, 1995).

In general, the city economy has become increasingly fractured internally, and
absorbed into wider networks of global capital accumulation. In parallel with these
developments in the economy of cities, the contemporary city also looks different
from its predecessors, as urban theorists and researchers are simultaneously seeking
to draw atténtion to the fact that cities are now being managed, organised and
governed in different ways, leading some to proclaim the emergence of a ‘new urban
politics’ (Cox and Mair, 1988 and Kirlin and Marshall, 1988). The influence of the
economic globalisation and neo-liberal ideas bring the pressure on urban policy

makers to formulate urban strategies for improving the competitiveness of their city.
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According to Ruppert, ‘a neo-liberal interpretation of global competitiveness
obviously required the weakening of local democracy and citizenship and the
strengthening of central control, and in relation to that we see fragmentation,
entrepreneurialism and marketization of local government’ (2000, p.279). Firstly,
local government has become fragmented, because ‘there is a shift in the distribution
of local power away from municipalities to a number of fragmented agencies’ (ibid.,
p-279), and since ‘the “corporatist localism” seeks to involve a number of local
interests in decision making, the institution of local government have been
weakened’ (ibid., p.281). Then, it is entrepreneurial, because ‘globalization and
economic competition have demanded that global cities redefine their roles in a
global context and emphasize entrepreneurial or proactive strategies in order to be
competitive and market their cities’ (Borja and Castells, 1997; Hull and Hubbard,
1998, cited in Ruppert, 2000, p.281). Lastly, the local government is being
marketized, because ‘municipal governments have also developed strategies to
increase their revenues and decrease costs through a greater reliance on the private
sector in terms of service delivery and management practices, and the adoption of
these strategies have changed the governing culture, in which the language and
techniques of business management have become the answer for deficit-focused and

cash-strapped governments’ (ibid., p.283).

The new entrepreneurial strategies as part of the urban governance also include
viewing ‘the city as a marketing product’ (Thornley, 1999, p.4), and particular urban
strategies adopted can determine policy priorities in the urban area. ‘’Place
marketing”, “urban growth coalitions” and “urban regimes” have become

emblematic of a shift from a municipal welfarist (bureaucratic, managerial) politics
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to that of a dynamic and charismatic (entrepreneurial) business leadership’ (Ruppert,
2000. p.281). Ruppert also emphasises that ‘the marketing of the city to business is
-also extended to the state’ (ibid., p.282). ‘With the loss of provincial transfers,
particularly for major infrastructure projects, cities must now compete and find other
ways of leveraging financial support from the state, and indeed, a prominent method
that cities use to leverage funding is that of bids to host the Olympic Games’ (ibid.,

p.282).

On the other hand, despite their concern to analyse the changing interconnections
between urban-scale and world-scale processes, most world city researchers have
neglected the role of state-scale transformations in the current round of globalisation,
including reconfigurations of the state itself as an institutional, regulatory and
territorial precondition for accelerated world-scale capital accumulation (Brenner,
1998). Building upon these criticisms, the next chapter will concentrate on processes

of reterritorialisation as an essential part of the current round of globalisation.
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Chapter Three

Territorial Restructuring of the State and the City

3.1 Introduction

We presently observe a growing concern about the future of the nation-state with the
rising globalisation trend. The concept of nation-state, today, faces serious challenges
due to dramatically changed political, economic, and social environment. A great
number of states are strongly involved in globalising major fields of traditional state
activity. Such fields as markets, law, and politics have become denationalised, in that

they are no longer under the sovereign control of the states concerned.

Politicians are also becoming concerned about the serious loss of state authority, both
externally and internally. Indeed, there are indications, which could suggest that the
nation-state, the universally realised form of political organisation of societies, may
become obsolete. The first development that may justify doubt as to the persistence
of the state concerns the diminishing relevance of state power. With regard to the
external dimension of statehood, one may well ask whether the concept of the state is
still adequate and viable in an era of regional institutional integration and
globalisation of most of the essential fields of state responsibility. Instead,

globalisation may well require new concepts of political organisation.
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Under these circumstances, this chapter examines the reorganisation of forms of
territorial organisation such as states and cities from the regulationist perspective. I
have chosen the regulationist approach, since ‘it presents an account of the changing
character of capitalist economies and of the role of cities within them, and it thus
provides a context against which to discuss urban political change’ (Painter, 1995,
p-276). ‘For regulation theory, economic change depends upon, and is partly the
product of, changes in politics, culture and social life’ (ibid.). Therefore, the
regulation approach will provide a theoretical framework for contextllalising the
changes in the state and urban governance within the constraints and possibilities
thrown up by the broader restructuring of the world economy described as economic

globalisation.

In the next part of the chapter, we will concentrate on the re-scaling of the state as an
essential moment of the globalisation process. The third part will concentrate on the
changing role of the nation-state in the new era. Related to that, we will examine the
changes in the relationship between centre and local in the fourth section. Then, the
fifth part of the chapter will address the changes in local politics, and I will look into
the new aspects of urban politics under conditions of intensifying globalisation. After
that, urban regime theory will be examined shortly. Finally the last part of Chapter
Three will reach a general conclusion by closing the theoretical section of the thesis

before going to examine the Turkish case study in subsequent chapters.
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3.2 Re-scaling of the State

In the growing literature on the current transformation of world capitalism, relatively

little attention has been given to the state, its role and processes of state re-scaling.

According to Brenner:
‘Despite their concern to analyze the changing interconnections between
urban-scale and world-scale processes, most world cities researchers have
neglected the role of state-scale transformations in the current round of
globalization, including reconfigurations of the state itself as an institutional,
regulatory and territorial precondition for accelerated world-scale capital
accumulation. World cities research has generally presupposed a zero-sum
conception of spatial scale which leads to an emphasis on the declining power
of the territorial state in an age of intensified globalization: the state scale is

said to shrink as the global scale expands’ (1998, p.2-3).

As we have seen in Chapter Two, most of the globalization theorists, whether they
are hyperglobalizers, transformationalists or sceptics, had an agreement on capital’s
greater geographical mobility and increasing difficulties of the state to regulate
economic activities within its boundaries. ‘On the other hand, among those authors
who emphasise the continued importance of state institutions in the current
configuration of world capitalism, territoriality is frequently understood as a
relatively static and unchanging geographical container that is not qualitatively
modified by the globalisation process’ (Brenner, 1999, p.438). ‘From this statist

point of view, the state is said to react to intensified global economic
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interdependence by constructing new forms of national socio-economic policy, but is
not itself transformed qualitatively through these new global-national interactions’

(ibid.)

Brenner also emphasises that;
‘Both arguments fail to appreciate various ongoing transformations of state
territorial organisation through which: qualitatively new institutions and
regulatory forms are currently being produced on both sub- and supranational
scales; and, the role of the national scale as a level of governance is itself
being radically redefined in response to the current round of capitalist
globalisation. This re-scaling of state territorial organisation must be viewed
as a constitutive, enabling moment of the globalisation process’ (1999,

p.439).

On the other hand, one of the most important outcomes taken from the globalization
discourse of the previous chapter, has been that the nation state has not disappeared,
instead has handed over its sovereignty by passing it to the upper level of regulatory
bodies, downwards to the local and regional governments, and also to the market
through privatization and deregulation. One remarkable institutional and political
tendency over the past decade or so has been the simultaneous internationalisation
~and decentralisation or devolution of key regulatory and economic issues. Jessop
(1994a) argues that ‘the state is undergoing a fundamental restructuring and strategic
reorientation in some respects’. There is a tendential ‘hollowing out’ of the national
state, with state capacities, new and old alike, being reorganised on supranational,

national, regional or local, and trans-regional levels. According to Jessop,
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“The national state is now subject to various changes which result in its
hollowing out. This involves two contradictory trends, for, while the national
state still remains politically important and even retains much of its national
sovereignty [...], its capacities to project its power even within its own
national borders are decisively weakened ... by the shift towards
internationalised, flexible (but also regionalized) production systems [...].
This loss of autonomy creates in turn both the need for supranational

coordination and the space for sub-national resurgence’ (1994a, p.264).

As a result, while ‘some state capacities are transferred to a growing number of pan-
regional, plurinational, or international bodies with a widening range of powers;
others are devolved to restructured local or regional levels of governance in the
national state; and yet others are being usurped by emerging horizontal networks of
power -local and regional- which bypass central states and connect localities or

regions in several nations’ (Jessop, ibid.).

This process involves the active rearticulation of the various functions of the nation
state. Specifically, whilst the nation state retains a large measure of formal national
sovereignty rooted in the continued mutual recognition of national states and remains
an important site for political struggles, its substantive capacities to project its power
domestically to promote accumulation have been decisively weakened both by the
shift towards more internationalised, flexible but also regionalised production
systems and by the growing challenge posed by risks emanating from the global

environment (ibid.).
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Consequently, the level of the national state, which used to be the essential scale for
negotiating and implementing urban and regional development policy as well as
regulating a host of socio-economic and even cultural tensions and relations during
the post-war period, is not only profoundly redefined, but its discretionary powers
have been eroded. In short, the denationalisation of policy-making has altered the
influence and diminished the relative importance of the national institutional level.
This can be demonstrated by the Europeanisation of important regional, social and
economic policy initiatives and programmes and devolution of state power to
decentralised local or regional institutions, often newly created. This new both
international and local oriented state configuration parallels important changes in the

nature and organisational structure of these local institutional frameworks.

The re-scaling of the state, therefore, does not suggest a diminishing role of the state
mechanism. In fact, these new global and local institutions, in close co-operation
with business and capital, launch the redevelopment largely on the basis of public
funds and state capital. However, the power and control over this social capital are
increasingly diverted to a group of elite, which shapes the urban and regional fabric
in its own image and fashion and defines the very content of the restructuring
process. The ‘hollowed out’ state is characterised, therefore, with a decidedly
undemocratic and double authoritarian touch, both at the supra-national and local

urban and regional levels.
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3.3 The New Role of the Nation-State

Despite various upward, downward and outward shifts in political organisation, a key
role still remains for the national state as ‘the most significant site of struggle among
competing global, triadic, supranational, national, regional and local forces’ (Jessop,
1999, p.12). ‘The “hollowed out” national state retains crucial general political
functions despite the transfer of other activities to other levels of political
organization, and in particular it has a continuing role in managing the political
linkages across different territorial scales, and its legitimacy depends precisely on
doing so in the perceived interests of its social base’ (Kazancigil, 1993, p.128, cited

in Jessop, 1999, p.12).

According to Jessop:
‘The national state is currently still best placed to deal with social conflicts
and redistributive policies, social integration and cohesion. Although
supranational bodies seem preoccupied with the internationalisation of capital
and promoting (or limiting) the structural competitiveness of triad regions
and their various constituent national economies, they are less interested in
social conflicts and redistributive policies. These concerns are still mainly
confined within national frameworks and it is national states that have the

potential fiscal base to change them significantly in this regard’ (1999, p.12).
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It is certainly hard for most of the local and regional government bodies to achieve
much without central government support. This situation creates a dilemma for the
national state. ‘On the one hand, it must become actively engaged in managing the
process of internationalization; on the other, it is the only political instance which has
much chance of halting a growing divergence between global market dynamics and

the conditions for institutional integration and social cohesion’ (ibid.).

On the other hand, ‘the re-scaling of the state has entailed a profound transformation
of the relationship between states, capital and territory, and therefore, today the
state’s role is no longer merely to reproduce territorially based production
complexes, but continually to restore, enhance, intensify and restructure their
capacities as productive forces’ (Brenner, 1998, p.15). According to Cerny, ‘the state
itself becomes an agent for the commodification of the collective, situated in a wider,
market-dominated playing field’ (1995, p.620). ‘From public-private partnerships,
labor retraining programs, science parks, conference centres, waterfront
redevelopment schemes, technology transfer projects, military spending, information
sharing, venture capital provision and market research to technopoles programs and
enterprise zones, these state-organized economic development policies can be
construed as concerted strategies for the intensification of the productive capacities
of the cities and regions in which they are based through the construction of
“territorially rooted immobile assets”’(Amin and Thrift, 1995, p.10, cited in Brenner,

1998, p.16).

‘In short, there remains a central political role for the national state, but this role is

redefined due to the more general rearticulation of the local, regional, national and
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supranational levels of economic and political organization’ (Jessop, 1999, p.12).
‘Unless-or until supranational political organization acquires not only gbvernmental
powers but also some measure of popular-democratic legitimacy, the national state
will remain a key political factor as the highest instance of democratic political
accountability’ (ibid.). ‘How it fulfils this role depends not only on the changing
institutional matrix and shifts in the balance of forces as globalization, triadization,
regionalization, and the resurgence of local governance proceed rapidly’ (ibid., and

also Jessop, 1994a, p.275).

3.4 Changing Relations between Central and Local Government

For a long time cities have been seen as simple sub-units in the national economic
area. In relation to that, a close connection has been established between urban
dynamism and the growth of the national economy. ‘The cities of the older
industrialised world served as the engines of Fordist mass production and the urban
infrastructure of a global system’ (Brenner, 1999, p.432). It was widely assumed that
the industrialisation of urban cores would generate a dynamic of growth that would
eventually lead to the industrialisation of the state’s internal peripheries, and thereby
counteract the problem of uneven geographical development. Similarly, as
coordinates of state territorial power, Fordist-Keynesian regional and local regulatory
institutions functioned primarily as transmission belts of central state socio-economic
policies. Their goal was above all to promote growth and redistribute its effects on a

national scale (Brenner, 1998).

79



On the other hand, within the Fordist mode of regulation, the state has been used to
play a key role by meeting a variety of needs, which the market failed to provide for,
becoming involved in widespread planning and regulatory activity. The post-war
period has seen a significant expansion in the role of states in economic
management, and in the provision of social services. National and local state
institutions have become major employers in most capitalist societies, either directly
or indirectly through subsidised private provision. This growth is most marked in the
large cities, both because they stand at the top of service hierarchies and because they

tend to contain the greatest concentration of client groups for state services.

According to Painter, ‘in most countries in which the Fordist mode of regulation
developed, governmental and state institutions operating at the urban scale played a
key role in the operation of the Keynesian welfare state, and the Fordist mode of
regulation involved an increased degree of government planning of economic and
social life’ (1995, p.284). He underlines that ‘urban government was one of the
primary agencies through which this planning took place, and related to this, the
Fordist mode of regulation involved state intervention to provide vital human and
physical infrastructure, such as transportation, environmental improvement,
education and health care’ (ibid., p.284). Painter also adds that ‘under Fordism, these
were vital to the private sector but were often unprofitable for individual firms to

provide, at least on a universal basis’ (ibid.).

After the recession of the early 1970s, demands for these services continued to rise,

but resources were constrained and the provision of services in large cities became

particularly crisis-prone. On the other hand, states have become involved in the
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economic problem of urban decline, as the social impact of recession in the 1970s
and 1980s was spatially concentrated in inner cities. State policy has thus come to
have a major impact on the economic fortunes of the major cities, through social
expenditures, and consequent employment in state services, through transfer
payments to city residents, and through infrastructure investments and projects for

urban regeneration (Buck et al., 1992).

‘Since the 1970s the nationally scaled collection of city-state-capital interconnections
has been substantially rearticulated and rehierarchised toward the global, super-
regional, regional and local scales’ (Brenner, 1998, p.18). ‘Aside from the increasing
globalisation of capital and the institutional-regulatory shifts, the scales of
urbanisation have also been reterritorialized’ (ibid.). ‘Global city formation signifies
the emergence of an urban hierarchy on both global and super-regional scales,
defined through the scale of urban command and control functions, the scale of inter-
urban exchange relations, and the scale on which inter-urban competition occurs’
(ibid.). ‘As nodes of accumulation, therefore, cities are no longer enclosed within
relatively auto-centric national economies, but embedded ever more directly within

trans-state urban hierarchies and inter-urban networks’ (ibid.).

Brenner (1998, p.19) also emphasises that;
‘this wave of spatial restructuring has also had major implications for the role
of cities as coordinates of state territorial power. It is in this context that the
rise of the glocal territorial state must be understood. The glocalization of
state territorial organization enhances the role of urban-regional scales in

promoting capital accumulation. This re-scaling of state territorial power
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toward the regional and local levels can be viewed as a state-directed attempt
to propel cities and regions upwards in the urban hierarchy. This form of
“urban entrepreneurialism” (Harvey, 1989b, p.8) is evident with reference to
both dimensions depicted, the industrial structure of the city’s productive

base and the spatial scale of its command and control functions’.

By the early 1980s, moreover, central and local relations started to be transformed
radically throughout the world. The new, so-called post-Keynesian welfare national
state approach is far more oriented to the development of local endogenous growth
potential through more active supply-side measures which are organised through
regional and local states in partnership with regional and local players (Jessop,
1994a). This general trend is closely linked to the rediscovery of cities and regions as
key sites of economic activities with major impacts on the competitiveness and

development potential of surrounding economic spaces.

According to Jessop, ‘the strengthening of local and regional governance is linked
with the reorganization of the local state as new forms of local partnership emerge to
guide and promote the development of local resources’ (1999, p.9). Thus, ‘local
unions, local chambers of commerce, local business enterprise capital, local
education bodies, local research centres, and local states may enter into arrangements
to regenerate the local economy’ (ibid.). ‘In this sense we can talk of a shift from
local government to local governance’ (Jessop, 1994a, p.272). ‘This trend is also
reinforced by the central state’s inability to pursue sufficiently differentiated and

sensitive programmes to tackle the specific problems of particular localities’ (ibid.).
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‘It therefore devolves such tasks to local states and provides the latter with general

support and resources (Dyson, 1988, p.118).

On the other hand, ‘effective political decentralisation on a territorial basis requires
an adequate allocation of responsibilities between communal, regional and national
authorities as well as a proper coordination of their actions’ (Perrin, 1988, p.422).
This is especially important where economic initiatives involve not only different
tiers of government but also business associations and private bodies. ‘Thus it is
essential to establish new institutional arrangements and allocate specific roles and
complementary competences across different spatial scales and/or types of factor,
and thereby to ensure that the dominant strategic line is translated into effective
action’ (Przeworski, 1986, p.428; Kawashima and Stohr, 1988; Perrin, 1988, p.423).
"Without such coordination top-down policies can lead to implementation failure and

99?2

bottom-up policies to wasteful and ineffective “municipal merchantilism™ (Young,

1986, p.446; Fosler, 1988).

3.5 Changes in Urban Politics

Changes in social, economic and spatial structure of the urban area are reflected in
and reinforced by considerable changes in the way cities are governed and organised.
Many changes have affected local politics over the last two decades, some of which
seem to have set into patterns common across national and regional distinctiveness.
Following the regulationist approach, Mayer focuses on ‘shifts in local governance

within a broader context of macroeconomic and state restructuring’ (1995, p.235). In
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parallel to the neo-liberal strategies implemented by national governments, Painter
argues that *urban policy tends to shift away from an explicit concern with social and
spatial equity, full employment and welfare programmes towards initiatives aimed at
promoting workforce flexibility and the economic competitiveness of the private

sector’ (1995, p.286-287).

Structural changes, on the other hand, transform the range of both possibilities and
constraints within which a new local governance is constructed. According to Mayer:
‘at least three such parallel trends have been identified in the recent literature
on urban politics: First, in all advanced nations local politics have gained in
importance as a focus for proactive economic development strategies. The
specific local conditions of production and reproduction required by globally
mobile capital cannot be arranged by the central state, but only by local
political systems. Second, in recent years, urban governance has become
increasingly preoccupied with the exploration of new ways in which to
promote and encourage local development and employment growth.
Therefore, there has been an increasing mobilisation of local politics in
support of economic development and a related subordination of social
policies to economic and labour market policies. This shift in emphasis
between different policy fields has often been labelled as a shift towards the
‘entrepreneurial’ city, and it goes hand in hand with a restructuring of the
provision of social services. This constitutes the third new trend in urban
governance, namely the expansion of the sphere of local political action to
involve not only the local authority but also a range of private and semi-

public actors’ (1995, p.232-237).
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Under these circumstances, to provide the coordination of all these policy fields and
functional interests, new forms of public-private relationship have become common
in the locai ground. In those partnerships, the role of the local authority béth in
respect to business and real-estate interests, and to the voluntary sector and
community groups, started to become redefined. The term ‘governance’ now directs
attention to the proliferation of service delivery mechanisms and regulatory systems,
which exist to devise and implement policies. It expresses the shift from provision by
formal government structures to the contemporary fragmentation of agencies, and of
responsibilities between public, private, voluntary and household spheres. The
delivery structure of the hierarchical welfare state is increasingly replaced with new
forms and practices of urban governance. ‘The result has been an increasing

fragmentation of agency responsibility within the urban arena’ (Stoker, 1991).

Brenner, in addition, emphasises that;
‘it is ultimately on the urban scale that the productive capacities of territorial
organisation are mobilised. Today, municipal governments throughout
Europe are directly embracing this goal through a wide range of supply-side
strategies that entail the demarcation, construction and promotion of strategic

urban places for industrial development’ (1999, p.446).

The new financial districts including high-rise office centres and smart buildings,
industrial parks, transport and shipping terminals and various types of retail,
entertainment and cultural facilities can be given as products of those kinds of

strategies. These emergent forms of “urban entrepreneurialism” (Harvey, 1989b and
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Mayer, 1994) have been analysed extensively with reference to the crucial role of
public-private partnerships in facilitating capital investment in mega-projects situated

in strategically designated locations of the city.

Harvey indicates that ‘state-financed mega-projects are designed primarily to
enhance the productive capacity of urban places within global flows of value, rather
than to reorganise living and working conditions more broadly within cities’ (1989b,
p-7-8). The Docklands in London is perhaps the most spectacular European instance
of this type of massive state investment in the urban infrastructure of global capital,
but it exemplifies a broader strategic shift in urban policy that can be observed in
cities throughout the world. It is important to point out that similar kind of
considerations has been behind some state-financed mega-project examples in
Turkey, and the city of Istanbul has experienced huge amount of globally oriented
state investments in the last decade. We will examine some of those project examples

in the following chapters.

3.6 Urban Regime Theory

One last subject that we have to examine in this chapter before concluding is the
urban regime theory. Since regime theory provides a new conceptual framework and
more particular theoretical statements about causal relationships and behaviour in
urban politics, it has been very useful for the study of urban politics and in particular
to the issue of power (Stoker, 1995, p.54). It will have some positive contribution to
this study in explaining the power relationship between different levels of

government in relation to some particular urban policy and strategies.
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According to Stone, an urban regime can be defined as ‘the informal arrangements
by which public bodies and private interests function together in order to be able to
make and carry out governing decisions’ (Stone, 1989, p.6). ‘Urban regimes regulate
the relationship between cities and the global economy’ (Short et al., 2000, p.323),
and in the current era of globalization, many of the governing decisions reflect an
atmosphere of competition among cities and thus constitute an “entrepreneurial
model” of regime (Harvey, 1989b). ‘An entrepreneurial city seeks to “facilitate
privatization and the dismantling of collective services” in order to take advantage of
the opportunities of connecting with the global economy’ (Lauria, 1997, p.7, cited in
Short et al.,, 2000, p.323). ‘Developing urban regime theories in studies of
globalization, then, is to "note local and national political differences that are capable

of exerting significant influence on the way globalization affects city developmen:

(Leo, 1997, p.78, cited in Short et al., 2000, p.324).

Burbank and his colleagues believe that ‘at the heart of regime theory is a set of
“informal arrangements” between political leaders and members of the city’s
business establishment, and these informal arrangements are essentially a network of
relatively enduring connections that are built upon shared concerns and trust between
individuals in business and those in public office’ (2001, p.21). ‘The informal
network of connections between business and political elites is substantively
important because it is the mechanism for bringing resources together to accomplish

common goals’ (ibid., p.22).
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In contrast to other approaches to urban politics, ‘regime theory emphasizes that a
regime is a mechanism for overcoming the obstacles to exercising power at the local
level, and therefore, a regime is a way to create policy stability and ensure urban
governance’ (Burbank et al., 2001, p.24). ‘The emphasis on getting things done is a
fundamental feature of how power is understood in regime theory’ (Stoker, 1995,

cited in Burbank et al., 2001, p.22).

According to Burbank and his associates, ‘in the abstract, the power to get things
done in a city could be dedicated to any number of goals — improving the quality of
neighbourhood life, better housing for the poor, or encouraging citizens to take an
active part in political life, to name just a few’ (ibid.). ‘In practice, though, the task
the regime sets for itself is local economic development, and economic development
is a policy that politicians and business leaders regard as a priority’ (Logan and
Molotch, 1987 and Stone, 1987, cited in Burbank et al., 2001, p.24). Local
businesses benefit from local economic growth, since it creates new job
opportunities, and increases the customer base and the price of fixed assets such as
land. In relation to that, political leaders prefer to seek growth because it provides tax
revenues to keep the city solvent without the need to raise taxes or cut services.
Burbank and his fellows add that ‘the desire for growth impels cooperation because
businesses need the formal authority of government to carry out large development
project and because elected leaders gain the opportunity to distribute tangible
rewards to supporters and to solidify their public support by demonstrating
leadership’ (2001, p.24). In other words, public-private cooperation is necessary
because each partner brings some part of the means necessary to get things done:

government supplies authority and business provides capital and resources.
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3.7 Conclusion

The global economy requires political regulation, which takes a spatial form
reflecting the territorial organization of the state. As we have seen in this chapter, the
regulationist approach provides a theoretical framework for contextualising the
changes in the state and urban governance within the constraints and possibilities
thrown up by the broader restructuring of the world economy described as economic
globalisation. Regulation theory conceptualizes how national-scale regulation

entailed qualitative changes across time under different national capitalisms.

In addition, there is a close relationship between national scale of state regulation and
the city. While states are rapidly restructuring themselves to take place in global
competition, cities try to enhance their conditions within the world urban hierarchy.
Brenner argues that;
‘global city formation and state re-scaling are dialectically intertwined
processes of reterritorialization that have radically reconfigured the scalar
organization of capitalism since the global economic crises of the early

1970s’ (1998, p.3).

Global city formation has mostly been linked both to the globalization of capital and
to the regionalization or localization of state territorial organization. On the one
hand, as nodes of accumulation, world cities are sites of reterritorialization for post-

Fordist forms of global industrialization. On the other hand, as coordinates of state
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territorial organization, world cities are local-regional levels of governance situated
within larger, reterritorialized matrices of “glocalized” state institutions (Brenner,

1998, p.3).

Under these circumstances, the role of local and regional levels of the state is being
significantly redefined in the new era. Contemporary local and regional states no
longer operate as the managerial agents of nationally scaled collective consumption
programmes but serve as entrepreneurial agencies of “state-financed capital” oriented
towards maintaining and enhancing the locational advantages of their delineated
territorial jurisdictions (Mayer, 1994 and Brenner, 1999). There is also a growing
trend and political pressure toward decentralisation of administrative processes and
political decision-making, to which individual countries react in different ways. In
this connection, new ways of governance and cooperation between the public sector,
the private sector, and civil society are being developed at national, regional, and
local levels for building a stronger economic and social structure, but the national

government still plays important role for the successful action at the local level.

This chapter, on the other hand, revealed that urban regime theory is another
significant instrument examining the nature of regulation at sub-national scales.
Processes of globalization after Fordism, it is argued, are resulting not only in a new
form of regulation, but also in a rescaling of regulation. ‘Regime theory emphasizes
that a regime is a mechanism for overcoming the fragmented power and limited
resources characterising local governments, and a regime enables a city to pursue a
coherent policy agenda’ (Burbank et al., 2001, p.22-23). ‘It is useful because it

provides a way to understand how things get done and why economic development is
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so central to urban politics’ (ibid., p.28). According to Burbank and his colleagues,
‘regime theory can also be functional to explain why cities pursue mega-events such
as the Olympic Games’ (2001, p.28). ‘Mega events such as Olympics are
quintessential growth regime endeavours and that the initiation of a mega-event
strategy is largely inexplicable outside the context of regime politics’ (ibid.). While
saying that, I have to add that we will look for the hints of this kind of an urban

regime while examining the Olympics adventure of Istanbul in Chapter 8.

Starting from the following chapter our concentration will switch to the Turkish case,

and the way in which the globalisation process affects the Turkish state in different

levels will be examined in a detailed way.
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Chapter Four

Turkey in the Globalisation Process

4.1 Introduction

This chapter examines how the economic and political globalisation process has
affected Turkey in the last two decades. Before looking into the economic
globalisation process which has been intensifed in recent years, I will first explore
the Turkish modernisation process starting towards the end of the Ottoman Empire in
the last part of the 19" century. Because of its unique characterisitcs, Turkish
modernisation helps us in understanding the overall globalisation process of the
country. Since this process starts with economic liberalisation, I will then look at the
liberalisation of the Turkish economy since 1980, and examine economic policies

and reforms which are based on the country’s structural adjustment strategy.

After that, my concentration will turn to the response of the Turkish state to this
economic liberalisation and globalisation process in the following section of this
chapter. Steps taken in the direction of a market-oriented economy have been
accompanied by a significant concentration of political power in the Turkish case.
Therefore, my focus will be on the changing relationship between different levels of
government with respect to administrative and political decisions. After I have
presented decentralisation efforts in the 1980s, I will examine changing relationships

between central and local government with respect to financial policies. I will
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disclose the rising tension between centre and local after the implementation of
particular legislations including some articles of the current Constitution. Those
articles and bylaws have considerably affected decision-making process in large
urban areas in the last two decades. I will also briefly analyse the recent
administrative legislation for local administrations. Finally, the conclusion section
will summarise issues rised in this chapter aiming at understanding how globalisation

process affected the traditional centralised state structure in the Turkish Republic.

4.2 The Modernisation Process in Turkey

The modernisation process in Turkey started towards the end of the 19™ century in
the final years of the Ottoman Empire. To some colleagues, ‘modern Turkey
emerged out of the ashes of the Empire that had dominated Europe, Asia, and Africa
for centuries’ (Ergil, 2000, p.49 and Isin, 2001, p.356). For some others, ‘the Turkish
Revolution targeted the values of the ancien regime, in particular Ottoman Islam,
which was perceived as an obstacle to progress’ (Heper, 2000, p.71-72), and ‘the
new Republican elite’s passion for modernization, seen as an escape from
backwardness, translated itself into a total dislike and distrust of all things associated
with the ancien regime and the old way of life’ (Barkey, 2000, p.89). On the other
hand, there are several lines of continuity in the Ottoman and the Republican
political cultures. In other words, against to its radical appearance, the Turkish
Revolution was in many aspects a continuation rather than a break with the Ottoman

past. To some colleagues, ‘this revolution [Republican] actually aimed to transform
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values without significantly changing other parts of society’ (Rustow, cited in Heper,

2000, p.72).

Like the Ottoman reform period with major political and administrative reforms
leading to the first Ottoman constitution of 1876 and to a short parliamentarian
experience between December 1876 and February 1878, the new Republican reforms
of the 1920s and 1930s followed the same way of imposing top-down modernity.
Both the Ottoman and Republican reforms were initiated and sustained by the
military-bureaucratic €lite and aiming at securing the state against external and

internal threats.

On the other hand, the security and integrity of the Ottoman Empire was
continuously threatened by its involvement in the European power struggle and by
internal separatist movements. Likewise, the early Turkish Republic was born out of
a disastrous security situation: the Ottoman defeat in the First World War, the
subsequent parcelling out of the Ottoman territories between the allies and the
Turkish war of independence against the Greek occupation of Anatolia between 1919

and 1922.

This legacy, a security focused top-down modernisation against external and internal
threats and the leading role of the military-bureaucratic élite in the modernisation
process itself, is still clearly visible in Turkey’s polity. In addition to the institutional
continuities between the authoritarian Ottoman and later Republican state, both the
state-€lites of the Ottoman Empire and the early Turkish Republic were mainly

derived out of the military-bureaucratic part of the society. According to the figures
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of Weiker, ‘85 per cent of the bureaucrats and 93 per cent of the officers in the early
Turkish Republic had already acquired their positions in the late Ottoman Empire,

and this is another clear sign of the élite continuity’ (1981, p.21).

In general, ‘the Republican modernization effort, similar to the preceding Ottoman
attempts, was elite, state driven and quite alien as far as the rural population of the
new state was concerned’ (Barkey, 2000, p.89-90). However, another resemblance
between latter Ottoman rulers and following new Republicans has been that the
founders of the Turkish Republic in 1923 were also keenly concerned with making
the country a full and equal member of a western community of nations and the
nation-state programme was aimed at this goal. Just like ‘Ottomans who tried to
reform first their public bureaucracy and then their military, by emulating their
counterparts in Europe from the end of the 18™ century onward’ (Heper, 2000, p.64),
the Republican elite modernisation since the 1920s has become synonymous with
westernization or Europeanization. In contrast to this background, the rejection of
Turkey as a candidate for full membership in the European Union, which took place
on the EU-summit in December 1997 in Luxembourg, has come as a total shock. It
was not just a disappointment of Turkey’s political aspirations, but also a rejection of

her ‘Europeanness’ and, therefore, of the Turkish modernisation project as a whole.

The EU-summit justified the rejection of the Turkish application on the basis of the
commitment to and the fulfilment of certain political, economic and legal standards
required from all possible future member states. In meeting these standards there is
certainly a deficit with which Turkey has to cope and the major economic and

political obstacles to Turkey’s full-membership in the EU comprise issues such as
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high inflation, large proportion of agriculture, chronic budget deficit and the ethnic
question. Although the deficiencies of Turkey, regarding to the catalogue of required
standards for full membership in the EU, were obvious, the discussion following the
Luxembourg summit has been tending into a direction to question Turkey’s
application in a more general way. More and more arguments of culture and religion
have been raised to ask whether Turkey could at all be considered as a part of
Europe. And also in Turkey herself it has been argued that the rejection of the
application was not due to political or economic deficiencies, but the result of deep

rooted religious and cultural prejudices on the side of some EU member states.

As a matter of fact more than 90 % of the land of Turkey belongs to Asia, and the
Bosphorus serves perfectly as a geographical demarcation line between Asia and
Europe. Furthermore, the globalisation of the economy -breaking the view of
production, distribution and consumption as confined to particular territories-, the
shrinking of the world by modern means of communication, and rising of global
cities are transcending natural national borders. ‘Transnationalised microeconomic
links have been creating a non-territorial region in world economy’ (Ruggie, 1993,
p.172-174) and the nation-state defined by its mutually exclusive and fixed
territoriality seems to be replaced by the ‘rise of the virtual state’, a state ‘that has
downsized its territorially based production capability’ (Rosecrance, 1996, p.46).
Taking these global developments into account, political conceptions no longer
coincide with organisational devices of geography. Against this background it would
be obsolete to define the borders of Europe just according to geographical features

and exclude Turkey because of the mere existence of the geographical thresholds.
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On the other hand, according to Samuel Huntington the future of the international
system will be characterised by a clash of civilisations, and the world will be
subdivided by distinct cultural borders.! Though geographical borders have the
advantage of visibility, cultural divisions are hardly visible. Generally understood,
culture is the demarcation between human and nature, and it is very difficult to draw

the cultural boundaries of Europe.

While geography and culture do not provide sound arguments to claim a clear
distinction between Turkey and Europe, history also reinforces the idea that Turkey
has been and is a part of Europe. For centuries the Ottoman Empire was an important
player in the European power game and centuries before the Turkish Republic was
established it was the Ottoman conquest primarily oriented towards Europe. In the
nineteenth century the Ottoman reformers were following the European example in
their administrative and military reforms. While the attempts to centralise the state-
administration, to monetise and formalise the fiscal system and to reorganise and
train the Ottoman army according to European standards of scientific knowledge
were aiming at strengthening the power of the Ottoman state against its external and

internal enemies.

The historical and political integration of Turkey with Europe and the U.S. has
furthermore been materialised in a number of institutional relations. As a founding
member of the Organisation of European Economic Cooperation in 1948, as a
member of the Council of Europe since 1949 and of NATO since 1952 as well as

with the Ankara association agreement with the European Community from 1963

! For more details see: Huntington, S. 1996, The Clash of Civilizations and the Remaking of World
Order, New York: Simon & Schuster.
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and the customs union with the European Union signed in 1996, Turkey has been a
part of Europe for a long time. However, to be a part of Europe does not

automatically mean to be in the European Union.

On the other hand, whether Turkey becomes a full member of the EU is not a
question of Turkey’s geographical location, cultural background or history, but a
question of economic interests and political strategies as well as of her ability to
achieve the required economic, political and legal standards as fixed by the EU
member states in Copenhagen 1993.% That is why, the examination of the economic
and political globalisation process of Turkey with parallel to the modernization
practice can give important clues about the deficits of the country to meet the
contemporary standards of modern societies. In the next two parts of this chapter, we
will first look into the economic globalisation process of Turkey and then we will

examine the administrative and political components of this transformation process.

4.3 The Economic Globalisation of Turkey

Turkey has actually postponed integration into the world economy constantly in the
1970s due to shifting domestic and international conditions. It was difficult for
different the national governments to take some radical decisions deeply affecting
people’s lives to change the closed structure of the economy until the 1980s. In this
respect, the year 1980 has to be seen as a break point for the Turkish economy and its

global adjustment process. ‘Following the collapse of the import substitution model

% Some of the preconditions stipulated in Copenhagen are the guarantee of a democratic order by
stable political institutions and the protection of human and minority rights.
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of development during the late 1970s, Turkey embarked on a major economic reform
period in 1980, with strong support from transnational financial institutions’ (Onis,
2000, p.288). The new market-oriented and outward-looking growth strategy was a
fundamental shift from the previous protectionist, import-substitution growth
strategy, and the belief behind this shift was that the country’s development was

becoming severely constrained by the inefficiencies of the domestic economy.

Therefore, ‘the objective of the reform process was to correct the severe inward
orientation of the previous era and create an economy that would be fully integrated
and competitive with the world market’ (Onis, 2000, p.288). In other words, the
national developmentalist strategy based on the extensive state intervention in
economy of the previous decades has been left behind. Similar to structurisation
attempts in other developing countries positioned in the world economy likewise, the
main policy and strategies for the economic reforms in Turkey can be summarised as
reducing government intervention, liberalising import regulations, increasing
exports, encouraging foreign capital investment, deregulating financial markets,
privatising State Economic Enterprises, and decentralising government activities.
\

In 1980, a profound shift in philosophy occurred in Turkey concerning the role of the
state in economic affairs. The new economic strategy aimed at decreasing both the
scale of public sector activity as well as the degree of direct government intervention
in the operation of market. The policy-makers of the post-1980 period introduced a
policy framework encouraging new developments in the economic environment. The
impacts of this framework can be observed in various sectors of the economy and in

the economic structure itself. A positive approach to foreign capital, growth and
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variety of consumer goods, and restructuring the retail industry are important. As a
result of this, there was a dramatic increase in the number of branches of
multinational companies and in the number of partnerships of foreign firms with

Turkish corporations.

Foreign investment in the pre-1980 period was extremely limited by international
standards due to a host of restrictions and bureaucratic constraints. In the 1980s,
these restrictions were substantially eliminated. Furthermore, the foreign investment
Code was made consistent with the Organisation for Economic Co-operation and
Development (OECD) norms, in the sense that foreign investors became entitled to
the same set of investment incentives and allowances as their domestic counterparts.
With the exception of domestic tax obligations, the new legislation also enabled
foreign investors to transfer their profits abroad without any restrictions. An
additional step to encourage foreign investors involved the establishment of free

trade zones.

Between 1954 and 1980, total foreign direct investment in Turkey was only $288
million. As a result of the liberalisation in foreign direct investment regulations after
1980, foreign investment started to rise. According to Henze (1993, p.17), ‘after a
disappointing beginning with an average of less than $100 million a year until 1988,
net foreign investment reached $783 million in 1991, and the total for the decade of
the 1980s was $2,369 million’. Foreign direct investment statistics show that Turkey
has totally issued over $25 billion foreign investment permits by December 1999,
and approximately 5,000 foreign companies actively participate in different sectors

of the Turkish economy by 2000 (State Institute of Statistics, 2000).
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A research done by Tokatli and Erkip (1998, cited in Erkip, 2000, p.372) ‘on foreign
investment in producer services in Turkey indicates that 95 % of the producer service
firms receiving foreign capital were established after 1984, and almost 75 % of them
were located in Istanbul’. ‘Before 1980, manufacturing was the main investment area
of foreign capital, whereas the service sector attracted foreign investment in
increasing amounts after that date due to the abovementioned structural changes in
the Turkish economy’ (Erkip, 2000, ibid.). ‘The service sector enormously increased
its share in the economy, and 81 % of foreign investment went to services in 1996’
(Foreign Investment Directorate, 1996, cited in Erkip, 2000, ibid.). ‘While foreign
investors preferred to invest in non-manufacturing areas such as tourism and
producer services including consultancy, banking and insurance, non-banking
financial and information services have been the other favourite investment areas’
(Erkip, 2000, ibid.). In addition, ‘commercial activities which are supported by
globalizing consumption patterns, also attracted corporate and foreign capital at the
expense of a number of losers among small retailers, and increasing social inequality

among citizens’ (Tokatli and Boyaci, 1999, cited in Erkip, 2000, ibid.).

‘The development in favour of the service sector has been consistent with the
decrease in the investment in manufacturing sector, and the shift from manufacturing
to service sector both serves as a basis for the integration with the world economy,
and creates a new employee group consisting of the high-paid, high-educated
professional segment of the population’ (Erkip, 2000, ibid.). On the other hand,

‘although the value produced by manufacturing decreases, the employment rate in
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this sector has been quite stable, indicating a serious decrease in the share of wage-

earners in manufacturing sector’ (Aksoy, 1996, cited in Erkip, 2000, ibid.).

Another important shift has happened in the industrial sector. Turkey started to
develop a diversified industrial base producing a variety of products during the
economic transformation period. From 1980 to 1999, the share of agricultural
products in exports declined from 57 to 10 percent, while industrial exports rose
from 36 to 88 percent, signalling a wholesale shift from an agrarian to an industrial
economy (State Institute of Statistics, DIE, 2000). Respectively the private sector has
boomed the foreign trade in a short period, ‘about 10 times between 1980 and 1993’
(Toprak, 1996, p.33), and in addition business has started to invest on infrastructure
sectors such as health, education, transportation and communication. This profound
transformation started in the early 1980s was parallel with the progressive
withdrawal of the public sector from manufacturing into infrastructural activities.
Under the effects of the increasing urbanisation, both public and private sector
investments on urban infrastructure of rapidly developing cities have been very

important as we will see in the following chapters.

The first serious attempts in the direction of privatisation have also been taken during
the period following the economic reforms in the 1980s. The privatisation of State
Economic Enterprises appeared on the government’s agenda from 1984 onwards, and
has been a major structural objective of the Turkish government since then. More
important than the privatisation of some public investments, the laws and
foundations of privatisation were prepared. Although a formidable task, numerous

state companies have been privatised. Over the last ten years, the state has
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completely withdrawn from a number of industrial sectors such as food processing
and cement production. Similarly, more than half of government shares in the
tourism, textile and forestry sectors have been privatised. Privatisation of public

banks has also begun at the end of the 1990s.

On the other hand, although the 1980 structural adjustment programme was generally
successful in liberalising the economy, it was not able to establish macroeconomic
balances. During this transition period, Turkey’s positive economic accomplishments
have been offset by some factors such as ‘persistent high inflation, widening budget
deficits, mounting external debt’ (Henze, 1993, p.16), and high interest rates
stemming from structural inadequacies. According to Onis, ‘during the early years of
stabilization and reform in the 1980s, some success was achieved in containing the
budget deficit and reducing the inflation rate, but as a result of populist pressures for
redistribution, the fiscal crisis of the state intensified in the late 1980s and the early

1990s’ (2000, p.290).

This period ended with a huge financial crisis in 1994. The government’s primary
job in 1990s became to find the balance between market economy and society’s
demands. In other words, relatively stable society was being adapted to the rapidly
liberalised economy. Therefore, the high numbers of the 1980s in terms of economic
growth started to decrease. The limited tax capacity of Turkey was not enough to
finance government expenditures, and governments started to heavily rely on
domestic debt to be able to finance the increasing gap between revenue and
expenditure. Several plans have been prepared by different governments to reduce

public borrowing requirement, but they have not been implemented efficiently.
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In order to right these macroeconomic imbalances, Turkey continued to embark on
structural adjustment and stabilisation programs of the IMF during the latter half of
the 1990s and at the beginning of 2000s. Even before signing the Stand-by
Agreement with the IMF in 1999, the Turkish government took strong action to
improve the institutional framework by introducing key reform laws and long-
delayed constitutional amendments such as the social security reform law, the new
banking and capital market law, the tax law, and most importantly, the constitutional
amendment, which paves the way for international arbitration and dispute-free
privatisation activities. The aim of this structural adjustment program was ‘not only
to reduce chronic inflation, but also to achieve structural transformations, mainly in

public finance and in other areas of the economy’ (Akat, 2000, p.278).

The picture presented so far is consistent with the liberal vision of retreating states
and expanding societies. However, a closer examination of the Turkish experience in
the last two decades reveals a more complex pattern. The steps taken in the direction
of a market-oriented economy have been accompanied by a significant concentration
of the economic and political power in the centre. When we look into the public
sector itself, we observe several elements, which contrast sharply with the original
objective involving the withdrawal of the state from economic affairs in the last two
decades. First, public investment continued to be a dominant form of capital
accumulation in the Turkish economy in spite of the fact that the composition of
public investment has shifted dramatically from manufacturing to infrastructural
activities. Secondly, in spite of a decline in the share of public sector in

manufacturing production, the contribution of state economic enterprises’ gross
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national product did not decrease during the post-1980 period. Thirdly, the public
sector continued to be dominant in the financial system. ‘While the share of public
banks among the total bank deposits expanded during the 1980s, around 90 per cent
of the securities issued on the Istanbul Stock Exchange have been public sector
issues, showing the degree of control exercised by the public sector over the capital

market’ (Onis, 1991).

Under these circumstances, our focus will turn into the political side of the story, and
the state’s political and administrative response to the economic globalisation
process in Turkey will be examined in a detailed way in the following part of this

chapter.

4.4 Political Responses to the Globalisation Process

The young Turkish state in the beginning of the 1920s inherited a very centralised
and authoritarian Ottoman state structure. ‘The early Republican years had witnessed
the intensification of the centralized system in administration, in contrast to the
(relatively) liberal approach observed in the economy’ (Ersoy, 1992, p.327).
However, ‘the economic liberalism of the new regime did not last long as the
deteriorating world economic conditions at the end of the 1920s pushed the
government to adopt rigid state-directed industrialization policies’ (Barkey, 2000,
p-90). During the period until 1945, the single-party regime continued to follow the
etatist system, and ‘the extent and pace of Westernization dominated the political

agenda’ (Heper, 2000, p.71). Under the following multi-party system after 1945,
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Turkey had high levels of economic growth with the exception of the period
following the OPEC crisis of 1974, when economic growth rates started to decline
under various coalition governments. To some colleagues, ‘the emergence of
political parties in this period has done much to reduce the authoritarianism of the
military-bureaucratic centre under one-party governments’ (Erguder, 1995).
However, ‘from 1945 to 1980, there has been a confrontation between those who
emphasized Republican values and those who stressed the particularistic interests of

the people’ (Heper, 2000, p.71).

‘In the post-1980 period, economic and social issues, on which compromise could be
reached more easily, took precedence over political and cultural issues such as
Westernization, Islam and nationalism’ (ibid.). The liberal transformation movement
of the 1980s has led to a broader consensus between political parties and social
forces, and a solid cultural ground has emerged to establish the democratic form of
government. ‘At the end of 1983, the new administration announced that philosophy
of government derived from the principles of liberalization, private ownership and
democratization, and promised substantial legal changes to this end’ (Ersoy, 1992,
p-328). ‘Local governments were to be strengthened and centralistic tendencies
would be curbed’ (ibid.). For the first time, the sphere of the state began to be
narrowed down and that of politics expanded. It was as part of this opening up of the
system that political as well as administrative decentralisation of the government

came on the agenda.

However, neither the economic transformation started in the early 1980s, nor the

multi-party democracy were succesful enough to change the powerful position of the
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centre and its relationship with local. As we will see in the following parts of this
chapter, relative improvements with the extensions of new legislation that aim to
democracy were often accompanied by widespread governmental and financial
control by the central government. The strong subordination of local government
units under the tutelage of the centre generally continued, and ‘the multi-party
system did not necessarily alter the central-local government relationship and the
tendency to view municipalities and local administrations as provincial organizations

of the central government prevailed’ (Keles, 1988, cited in Ersoy, 1992, p.327).

4.4.1 Decentralisation Efforts Since the 1980s

The principle of the totality of central and local units has been put into the Turkish
administrative system in the 1982 Constitution. Autonomous local governments
function with reference to the principle of decentralization, and can take decisions
and actions independent of the central government according to the Constitution.
Ersoy emphasizes that;
‘Central administration is divided into provinces, and provinces into further
subdivisions, as the field organization of the central government, and if
deemed necessary, the central government can use discretionary power over

local governments’ (1992, p.329).

Erguder (1989, p.30) believes that ‘one of the most important reforms of the post-
1980 period in Turkey has been the decentralisation of local government’. ‘Giving
more power, resources, responsibilities, and authority to local governments not only

had the aim of improving the delivery of services to the citizens but also had
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important implications for the development of Turkish democracy, and, perhaps, also
signalled important changes in Turkish political culture’ (Heper, 1986 and

Kalaycioglu, 1989, cited in Erguder, 1989, p.30).

On the other hand, local autonomy and decision-making capabilities have been
increased in the early part of the 1980s, first by means of laws promulgated by the
National Security Council during the 1980-1983 period and chiefly by means of
decree laws thereafter. The fact that most of the important changes affecting
municipalities were introduced by executive decrees or regulations, reflected the
significantly subordinate status of the legislative branch as compared with that of the
executive branch. 'One piece of legislation (Act 3030 of 1984), which introduced an
innovative two-tiered metropolitan municipality system, stands alone as a singular
example of a law concerning local government that was promulgated by the Turkish
Grand National Assembly during this period' (Kalaycioglu, 1988, p.61-62). With the
establishment of this metropolitan municipality system in a number of urban centres
in 1984 by the liberal ANAP (Motherland Party) government, important powers were

actually deconcentrated to the metropolitan municipal governments.

However, there is no evidence that any steps taken towards decentralisation after
1984 were the result of the active support of a legislative majority. As an example of
decentralisation by executive decree, the Turkish case may be said to resemble more
a process of deconcentration than devolution of authority’ (Kalaycioglu, 1994). In
other words, despite the new liberal administration announced that local governments
would function autonomously, and adopted a new administrative system, strong

tutelage relations between central and local governments continued in the new era.
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The centre's continued tutelage on local government was reflected in various

practices in the 1980s.

First of all, inspectors of the Ministry of Interior Affairs were investigating every
operation and action of municipalities. Secondly, any actions by municipalities that
fell into the policy domains of cabinet ministries, such as the Reconstruction and
Settlement or the Health and Social Security, required prior approval from those
ministries. Thirdly, decisions by municipalities concerning some personnel matters
must also have been approved by the cabinet. The Ministry of Interior Affairs had
been authorised to change local government organs and their members who were
under legal probation on matters relating to their functions, until a final decision was
reached by the courts, and ‘this rule, vulnerable to political bias, remained effective
until 1989 (Ersoy, 1992, p.328). Finally, metropolitan or district municipalities
could establish new service units only with the Ministry of Interior Affairs’ approval
of the municipal council’s decisions on the issue. On certain matters, municipalities

were even required to seek the approval of the Council of Ministers.

‘The liberal administration was nevertheless not satisfied with these allowances, and
the authority of the Ministry was further extended with an article added into law no.
3394 in 1987’ (Ersoy, 1992, p.329). According to this addition, ‘the Ministry of
Public Works and Resettlement was temporarily authorized to change plans prepared
by municipalities, and this includes metropolitan plans down to residential block and
plot details’ (ibid.). In addition, there were also some other exceptions, which restrict

the power of municipalities in planning. According to Ersoy:
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‘with an important exception introduced to the basic principle of totality of
central and local administrations, local governments have been hierarchically
organised under the central government, which is against constitutional rule.
Article 9 of the Planning Law stipulates that the related ministry can revise
development plans in the case of disasters; implement mass housing projects
and gecekondu (squatter housing) laws; and implement metropolitan plans
concerning more than one municipality and urban development plans for
areas where major highways are planned, where there is an airport and/or an

airway or waterway connection’ (ibid.).

The number of examples on these kinds of exceptions can be increased easily. These
types of implementations against the planning power of municipalities have actually
been so many that it has been quite difficult to talk about the concept of independent

local administrations after the 1980s.

Then, as a parallel process to the accession to the E.U., Turkey has put in effect the
European Charter of Local Self Government, and the Board of Ministers ratified it
with the law numbered 3723 in 1992 (Official Gazette, 3 October 1992, No: 21364).
The central government, however, has placed certain drawbacks while accepting this
Charter. Some of those drawbacks were related to the matters concerning the
monetary aspects which mostly increase the financial liberty of local authorities.
Other arrangements subject to drawback had also similar characteristics which seek
decentralisation in local government. While one was connected to local authorities’

free determination right for the organisation of inner structures, the other was related
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to their participation in the decision-making and planning processes in subjects of

their concerns.

Moreover, the decentralisation movement in Turkey at the beginning of the 2000s
continued to become one of the central issues. Since many activity and policies
conducted by the national government and business organizations started to be global
in scope, involving interactions among multiple countries and international
organizations, decentralisation did not produce an exception as well. There have been
many changes in legislation organizing the authority and responsibilites of the local
governments under the guidance of the international institutions such as IMF, the
World Bank and the European Union. New legislation of Provincial Local
Administrations, Municipalities and Metropolitan Municipalities have been put into
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