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India signed a Free Trade Agreement with ASEAN on 13th August, 2009. 
In this paper we analyze one aspect of the possible impacts of the 
FTA: that on India’s Balance of Trade. It is found that the impact of the 
agreement on India’s balance of trade is expected to be negative. India’s 
imports will rise significantly, however there will be no commensurate 
rise in India’s export to these countries except to Indonesia. 
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1. 	 Introduction

India signed a framework agreement on comprehensive economic cooperation with 
the Association of South East Asian Nations (ASEAN)1 in October 2003. The agreement 
proposed to progressively liberalize and promote trade (in goods and services) as well as 
investments between them. As a means to that end the agreement proposed to enter 
into negotiations for the creation of a Regional Trade and Investment Area (RTIA) which 
includes a Free Trade Area in goods. After negotiations lasting almost six years a Free 
Trade Agreement (FTA) was signed between them on 13 August 2009. The objective of 
the proposed RTIA a part of which was implemented by the signing of the FTA appears to 
be economic as well as political with the political part being as important as the economic, 
if not more2. On the economic front, several arguments have been put forward, either 
for ASEAN as a whole or for particular countries within ASEAN, in favor of the RTIA in 
all the three areas that are expected to be covered by it: a goods agreement (see for 
example, Mehta (2005)), a services agreement (Joseph and Parayil (2004) and Karmakar 
(2005)) and an investment agreement (Mukherjee et al (2003)). 

There are however skeptics who are especially critical of the FTA part of the RTIA. 
Interestingly some of these arguments have been put forward by politicians rather 
than economists. For example one of the members of the Indian parliament from 
Kerela, Mr. A. K. Anthony is of the opinion that an FTA with ASEAN “will hurt the 
interests of states like Kerala as Customs tariff of produces such as pepper, coffee 
and palm oil would have to be brought down substantially in the next 10 years under 
the agreement”3. Indeed there are clear economic reasons for being skeptical. The 

1	 Acknowledgements: We are indebted to Indrayan Bhattacharya, T. P. Ghosh and C. S. P. Magee for data support 
and comments on earlier drafts. We are especially indebted to two anonymous referees of their valuable com-
ments that improved the paper immensely. All remaining errors are ours.

	 Association of South East Asian Nations was established on 8 August 1967 in Bangkok by the five original member 
countries e.g. Indonesia, Malaysia, Singapore and Thailand. Brunei Darussalam joined on 8 January 1984, Viet-
nam on 28 July 1995, Laos and Myanmar on 23 July 1997, and Cambodia on 30 April 1999.

2	  The Prime Minister is quoted to have said that “A free trade agreement with the ASEAN is an international politi-
cal commitment and is also part of the “Look-East” policy,” Economic Times, 25 July 2009.

3	  The Economic Times, 25 July 2009. It is expected that this agreement will adversely affect domestic production 
of traditional crops like pepper, palm oil, cardamom, rubber and coffee. Southern part of Kerala is known for 
cardamom, pepper, tea and rubber that grow on its misty hills. But there are huge differences in the productivity, 
labour cost and inputs. India can produce 380 kilograms of pepper in one hectare land where as it is 1000 kilo-
grams in Vietnam and 3000 kilograms in Indonesia (As Thomas Verghese told Inter Press Service). Thus the surge 
of import of pepper has the potential of completely wiping out the domestic producers of this good. Also the 
import of cheap palm oil from Malaysia (World’s largest producer of palm oil) will seriously affect the producers 
of Palm Oil in India. Also affected will be the fishing industry.
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average tariff for the ASEAN countries in 2006 was 6.53% (for all products) which was 
substantially lower than the average tariff of India to these countries (16.55%). Thus an 
FTA will clearly imply that India will have to bring tariffs down to a greater extent than 
the ASEAN. Also, among the ASEAN members India has preferential trade agreements 
with Thailand, Myanmar and Singapore4. This leads to lower impact of the Indo ASEAN 
FTA for these three ASEAN members. Finally due to a much stronger trade relationship 
between these countries and China, market access for India will lower in the ASEAN 
member countries (see, Pal and Dasgupta (2009)).

Pitted against these are strong economic reasons in favor of signing an FTA. Almost all 
of India’s major trading partners are developed countries. There is therefore a greater 
potential of trade expansion when a trade agreement is signed with countries that are 
stronger than India economically but with whom India does not yet have a strong trade 
relationship. The ASEAN 6 countries are classic examples in this regard. Also India has 
large trade surpluses with many of its developed trading partners (like, for instance, 
USA, UK and Italy, see table 1). Thus the deleterious effects of opening up the country’s 
production sector to foreign competition are not something that is empirically obvious. 
Also as numerous studies have shown India’s price elasticity of import is substantially 
smaller than price elasticity of export5. So the expectation of “the flood gate opening 
up” may be misnomer. Fourthly, if one presumes that a major reason for signing the 
FTA is that trade between India and ASEAN is well below potential6, the FTA is expected 
to have a substantial amount of trade creation effect7. Also, ASEAN already has FTAs 
with three major Asian countries: China, Japan and South Korea giving these countries 
a competitive edge in the ASEAN region vis-à-vis India. Signing an FTA is expected to 
bring India at par with these countries in the ASEAN market. Finally, Indian industry is 
likely to gain from Indo ASEAN FTA from the cheaper import of the intermediate goods 
from ASEAN8.

Given the above perspective in this paper we attempt to analyze the effect of the Indo-
ASEAN FTA on India’s balance of trade (BOT). The approach that we follow is: we first 
estimate the tariff elasticity of India’s bilateral exports and imports to and from ASEAN 
69 from 1989 to 2006. Once the elasticities have been estimated, we calibrate the 

4	  India has started to negotiate with many countries simultaneously for signing FTAs. In fact many of them like 
Malaysia are parts of ASEAN. Though to our knowledge there is no comprehensive discussion on India’s sudden 
infatuation for FTAs, Whalley (1998, 2008) discuss the possible reasons for the proliferation of FTAs in the inter-
national context.

5	  According to Little and Joshi (1994) India’s export demand and supply elasticites at the aggregate level in the 
short run and the long run are: 1.22, 3.0, 1.2 and 1.5 (Period: 1962- 1984). However the import demand elasticity 
ranges from -.5 to -1.0 (Period: 1971-1995 see Dutta and Ahmed (2001)). 

6	  We will turn to this issue below and, will show that the statement is generally not true.

7	  That this might well be the case is bourn out by the low share of India in ASEAN’s total trade (2.18 %). The share 
with countries of comparable GDP like USA, Japan and China are substantially higher at 11.1%, 10.7% and 10.6% 
respectively.

8	  Theoretically, as long as the volume of trade expands due to the FTA there will always be gains to be reaped from 
it. This basic result is however considerably complicated by the fact that an FTA can have serious distributional 
consequences and the losers are often never compensated though that can, at least theoretically, be done (see, 
for example, Feenstra (2004) ch 6). It should be noted here that there is a large amount of literature on the condi-
tions under which regional cooperation actually occur (see Reardon et al (2002) for a cryptic summary of major 
theoretical underpinnings of regional cooperation).

9	  ASEAN 6 is chosen because ASEAN 6 constitutes 92 % of the total GDP of ASEAN. The share of ASEAN 6 in ASEAN’s 
total trade with world is about 94%. Most importantly in ASEAN’s total trade with India 97% of the trade comes 
from ASEAN 6. Thus ASEAN 6 virtually represents the entire ASEAN.
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post FTA situation by interpolating the tariff values to zero and reporting the resulting 
values of trade. We do this exercise (a) for the entire panel of the ASEAN 6 countries in 
a gravity model framework and (b) for individual countries over time by estimating the 
country specific import demand functions. Note that the approach gives us an upper 
bound to the trade effect in the sense that tariffs are not instantaneously adjusted 
to zero immediately after the signing of an FTA. Secondly, the approach gives us the 
ex ante summation of the trade creation and the trade diversion effects of the FTA10. 
However one limitation of the approach is that it fails to distinguish between the 
two. 

Though, to our knowledge, this method of looking at the possible effects of an FTA 
is fairly uncommon to the literature, there is a long history of research on FTAs that 
have already been implemented11 and the paper falls in this tradition. The paper also 
contributes to the currently raging debate (both in academic circles and in media) 
about the pros and cons of the Indo-ASEAN FTA (Sen, Asher and Rajan (2004), Mehta 
(2005), Yong (2005), Joseph and Parayil (2004), Karmakar (2005), Mukherjee et al 
(2003)).

The rest of the paper is arranged as follows. Section 2 introduces the current status of 
Indo ASEAN trade. Section 3 briefly reviews the background of the FTA between India 
and ASEAN. The methodology of the current analysis is covered in section 4 while 
the data sources are given in section 5. Section 6 deals with the analysis of empirical 
results. Concluding remarks are discussed in section 7. 

2.	 Current Trade between India and ASEAN

India and the South East Asian countries have traded with each other since the 
ancient period. In the middle ages India’s trade with this region was mainly in spices 
and textiles. Now the product basket has changed significantly. In recent times India’s 
export to ASEAN mainly consists of oil (33.3%12), chemicals (8.6%), machinery (6.6%), 
gems and jewellery (4%), cotton yarn and fabrics (2.3%), meat and meat preparations 
(1.6%) and pharmaceuticals (1.6%). ASEAN’s export to India includes mineral oil (29%), 
machinery (22.7%), edible vegetable and vegetable oil (10%), organic chemical (5.4%), 
wood and wood products (4%). 

Tables 2 and 3 bring out the salient features of trade between the two economic 
entities. Though India and ASEAN (as a whole) are comparable, in terms of area13, in 
terms of imports ASEAN is much more important to India than India is to ASEAN. India 
is also less open than ASEAN. However India’s total trade with ASEAN has increased 
about three fold between 2001 and 2006 (from US $ 7.8 billion to US $ 30.7 billion). 

10	  The trade diversion effect is included because the tariff elasticity is calculated on the basis of historical data on 
actual trade which reports aggregate changes in import as tariff levels fall, some of this change can theoretically 
be due to the shift of import destinations towards the country in question (trade diversion).

11	  See for example, Coulibaly (2004), Susanto, Rosson and Adcock (2007), Calfat and Flores (2006), Liu (2004) 
Hapsari and Mangunsong (2006), Magee (2008). For India, see, for example Mehta and Naraynan (2006), Asher’s 
(2007), Mohanty (2003), Kelegama and Mukherjee (2007).

12	  Percentage of total trade for 2006

13	  The average area of ASEAN 6 is about 3.01million sq. km. and population of ASEAN 6 is 206 million (2006). Where 
as for India total land area is 2.97 million sq. km. and population is 1122 million (2006).
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This growth in trade is significantly higher than India’s growth rate of trade with other 
regions of the world14. India has also penetrated ASEAN markets to a greater extent 
than ASEAN has been able to do for Indian markets (15.7 % vs. 2.8 %). One reason for 
this might be the fact that India is more protectionist than ASEAN (see col. 4 and 5 in 
table 2). However, India’s degree of openness is growing more rapidly (15.4%) than 
that of the ASEAN (1.7%). 

Considering that ASEAN and India have a combined population of 1.7 billion, a GDP of 
US$ 1.9 trillion in 2006 and have advantage of geographical propinquity Table 3 also 
brings out the fact that Indo ASEAN trade is far below potential. In fact trade between 
them is minuscule compared to world trade flows. However Indo ASEAN trade as a 
proportion of ASEAN’s trade with world is growing at a much higher rate than that of 
India’s total trade with world (18.2% vs. 3.8%).

The issue of non-achievement of trade potential is fully brought out in table 415 where 
we have determined the Indo-ASEAN trade potential with respect to three data sets: 
a) the world gravity data set for 2003 b) the gravity data set for India with all its trading 
partners between 1950 and 2000 and c) for the Indo-ASEAN data set from 1989 to 2006 
with which we are working here. We estimate three different gravity models using 
these three different data sets. For each, we estimate the value of India’s trade with 
ASEAN 6 partners and then in column 4 of table 4 present this as a ratio of the actual 
trade with that partner. Where this ratio exceeds 1, it indicates the potential for more 
trade. India’s trade is below potential with all the ASEAN countries when we consider 
aggregate world trade as the benchmark. However the situation drastically changes 
when we use India as the benchmark. Compared to what India has traded on the 
aggregate with its own partners India’s trade is below potential only with Philippines. 
Put in another way, India’s trade with most countries of the world is so small that 
India’s trade with the ASEAN countries (barring Philippines) can be considered as 
adequate given this (abnormally low) benchmark. When the potential is evaluated 
only with Indo-ASEAN data, as expected half of the countries operate above and half 
below potential with Thailand, Philippines and Indonesia being below potential. Of 
the countries that are above potential Singapore and Brunei are so because of the 
smallness of their GDP. Malaysia is the only country with whom India appears to have 
adequate amount of trade among the ASEAN countries.

3.	 Indo-ASEAN FTA: A brief Background

Indo-ASEAN trading relations received a momentum about a decade ago after the 
adoption of the “Look East Policy”16 (LEP) by India in 1991 (see table 5 for a full chronology 
of the events leading up to the signing of the FTA). The first step in this direction was 
taken in 1992 when India became a “dialogue partner” of the ASEAN graduating to the 
level of a “full dialogue partner” during the fifth ASEAN summit in Bangkok in 1995. 

14	  Growth rate of 58% vs 34 % for Indo-EU Trade and 32 % for Indo-North American trade.

15	  See equations (1) below for a definition of the variables in the table.

16	  Look East Policy was launched by India in 1991 as a response to the end of cold war following the collapse of the 
Soviet Union. This political consensus has emerged to promote trade liberalization to participate in the new trend 
of globalization. It was more than a foreign policy for India as it provides a development alternative in the age of 
globalization.
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This relation was reinforced in 1996 when India was granted membership of the Asian 
Regional Forum17 (ARF). In this forum India’s renewed interest for closer economic 
and political ties with her south-east Asian neighbours was reciprocated by many of 
them who seemed to be pursuing an unstated “Look West” policy of increasing their 
interaction with India. This intensification of the economic linkages with the ASEAN 
led India into a second phase of its LEP. Phase-I of the policy was characterized by 
the establishment of trade and investment linkages. Phase-II (starting from 2004) is 
marked by arrangements for free trade areas and establishing institutional economic 
linkages between the countries of the region and India. The Indo-ASEAN FTA is the 
latest development in Phase II of the LEP thus far.

The gestation for the agreement has however been a long and tortuous one. The 
framework agreement of 2003 was followed by more than 15 meetings of the trade 
negotiation committee before a consensus was reached. The primary reason for the 
stalemate in talks was the disagreement over the sensitive list, which includes items 
which are to be protected against tariff cuts. 

Ultimately when the agreement was signed there were four groups of products enlisted 
for tariff reduction: normal track, sensitive track, special products and exclusion list. 
In case of normal track the applied most favoured nation (MFN) rates will be reduced 
and subsequently eliminated. For sensitive track (see table 6) all the applied MFN tariff 
rates that are above 5% will be reduced to 5% in accordance with the country specific 
reduction schedules. In case of special products India has decided to reduce tariff rates 
at a much more gradual pace than either the normal track or the sensitive track. Finally 
the agreement also refers to the exclusion list of 489 products for which no reduction 
commitments have been made.

4.	 Methodology

As we have already mentioned our method of determining the influence of the Indo-
ASEAN FTA on India’s balance of trade is to calculate tariff elasticities of India’s exports 
and imports with respect to the ASEAN 6 and then calculate the estimated trade value 
corresponding to a zero tariff situation. The data that we work with is a pooled time 
series cross section data from 1989 to 2006 for the six countries in the ASEAN 6. Using 
this data we first determine the pooled elasticity for the entire sample by using the 
following fixed effects gravity models for India’s import from ASEAN and ASEAN import 
from India:

=

= α + β ∆ +β + β +∑
6

NT I I I I
ijt j j 7 it jt 8 ij ijt

j 1

LnImp Ln(GDP *GDP ) Ln(D ) u 	 (1)

=

= α + β ∆ +β + β +∑
6

NT A A A A
jit j j 7 it jt 8 ij ijt

j 1

LnImp Ln(GDP *GDP ) Ln(D ) u 	 (2)

=

= α + β ∆ +β + β + β +∑
6

T I I I I I
ijt j j 7 it jt 8 ij 9 ijt ijt

j 1

LnImp Ln(GDP *GDP ) Ln(D ) LnTar u 	 (1a)

17	  Asian Regional Forum aims to promote stable relationship between member countries. It can be viewed as useful 
complement to the bilateral alliances and dialogues between India and ASEAN member countries, which are at 
the heart of the region’s security architecture.
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=

= α + β ∆ +β + β + β +∑
6

T A A A A A
jit j j 7 it jt 8 ij 9 jit ijt

j 1

LnImp Ln(GDP *GDP ) Ln(D ) LnTar u 	 (2a)

(i=India, j=ASEAN 6)

Where K
ijtImp

 
is the import of country i (in our case India) from country j (the six ASEAN 

members considered here) in time period t for situation K (NT=Model without tariff, 
T=Model with tariff), ijD

 
is the bilateral distance between the trading partners, itGDP  

and jtGDP  are the income levels for country India (indexed by i) and country j for 
time period t respectively, ∆ j  is the intercept dummy for country j, ijtTar  is the tariff 
imposed by India for imports from country j in time t , jitTar  is the tariff imposed by 
ASEAN members on India in time t and ijtu  is the error term. Suffices I and A in the 
explanatory variables stand for India and ASEAN respectively. The effect of the FTA on, 
India’s imports is measured by: 

λ = −∑
^ ^

NT T
ijt ijt ijt

j

Imp Imp

Provided I
9β̂  is significant (zero otherwise).

The effect of the FTA on India’s export is:

λ = −∑
^ ^

NT T
jit jit jit

j

Imp Imp

Provided βA
9

ˆ
 is significant (zero otherwise). Of course λ ijt  and λ jit  are also determined 

for all j.

Since the estimates βI
9

ˆ
 and βA

9
ˆ  pertain to the entire sample, we have also estimated 

a simplified version of the import demand function that can also be treated as the 
bilateral trade version of the frictionless gravity model for individual countries to 
determine the effect of the FTA when the effect is calculated on the basis of the data 
for country j only:

= α + β +NT I I
ijt 10 it itLnImp LnGDP u 	 (3)

= α + β +NT A A
jit 10 jt jtLnImp LnGDP u 	 (4)

= α + β + β +T I I I
ijt 10 it 11 ijt itLnImp LnGDP LnTar u 	 (3a)

= α + β + β +T A A A
jit 10 jt 11 jit jtLnImp LnGDP LnTar u 	 (4a)

Where K
ijtImp

 
is the import of country i (in our case India) from country j (the six ASEAN 

members considered here) in time period t for situation K (NT=Model without tariff, 
T=Model with tariff).

Exactly as in above the effect of the FTA will be represented as:

η = −
^ ^

NT T
ijt ijt ijtImp Imp

η = −
^ ^

NT T
jit jit jitImp Imp

Where ηijt  
represents the effect of FTA on India’s import from ASEAN 6 and ηjit  shows 

the effect of FTA on ASEAN six member’s import from India.
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5.	 Data Sources

India’s export and import data with the ASEAN members are taken from World 
Integrated Trade Solution (WITS) database. Trade data is in million US $. We have 
divided the current value of trade with the consumer price index (CPI) of the US to 
arrive at the real value of trade. Data for US CPI (for all urban consumers) is taken 
from US Department of Labour. India’s GDP data is taken from Reserve Bank of India 
Handbook of Statistics and ASEAN’s GDP data come from ASEAN Statistical Yearbook, 
ASEAN Secretariat. Tariff data for both India and ASEAN is taken from Trade Analysis 
and Information System (TRAINS) database. Distances are measured by great circle air 
distance between capital cities. Distance data is taken from www.cepii.fr/anglaisgraph/
bdd/distances.htm.

6.	 Results

Estimates of equations (1a) and (2a) are provided in tables 7 and 8. Since the distance 
variable does not have enough variation (all the countries are located close to each 
other), there is colinearity between the distance variable and the constant term 
(Correlation: 0.89). Since the distance variable proxies for the constant term in the 
equation, this turn out to be a fixed effect model with a constant. For making the 
model consistent we need to drop one dummy (for Brunei). Hence the equations 
actually estimated are: 

=

= β ∆ +β + β + β +∑
6

T I I I I
ijt j j 7 it jt 8 ij 9 ijt ijt

j 2

LnImp Ln(GDP *GDP ) Ln(D ) LnTar u

=

= β ∆ +β + β + β +∑
6

T A A A A
jit j j 7 it jt 8 ij 9 jit ijt

j 2

LnImp Ln(GDP *GDP ) Ln(D ) LnTar u

Let us now turn to the results. The most important point to note from the tables 7 and 
8 is that the variable Lindtar (log of tariff imposed by India on ASEAN exports18) in table 
7 is negative and statistically significant, while the variable Lastar (log of tariff imposed 
by ASEAN on Indian exports) in table 8 is still negative but not statistically significant. 
Thus while ASEAN exports are sensitive to tariff imposed by India, Indian exports are 
not. Hence the result of a reduction of tariffs will be asymmetric: while ASEAN’s access 
to markets in India will rise to a significant extent, there will be no significant rise in 
India’s access to markets in the ASEAN. 

Apart from the significance of tariff elasticites, there are several other important 
issues highlighted in the two tables. First, the size effect (GDP product elasticites) 
is higher for India’s imports. Second the fixed effect dummies are all significant for 
ASEAN imports while they are all insignificant for Indian Imports. Third, in spite of the 
statistical insignificance of Lastar ASEAN imports have a higher adjusted R2 than Indian 
imports. What these three observations imply is that ASEAN’s import are driven more 
by country specific and size issues and less by price factors such as tariffs. However 
the opposite holds for Indian imports: price is more important than country specific 
issues or size issues. Interestingly the simple correlation between the India’s export to 

18	  Which was the same as the MFN tariff.
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ASEAN and ASEAN tariff is -0.75 while that between ASEAN export to India and Indian 
tariffs is -0.91. Thus the level of association between both sets of variables is strong. 
For Indian exports to ASEAN however the association does not survive the control of 
other plausible factors such as size, distance and country specific factors. For ASEAN 
exports to India the association is robust to these variables.

Let us now turn to the analysis of the time series elasticites (models 3a and 3b) in 
column 2 of table 9. The obvious conclusion to make from the column is that, ceteris 
paribus, barring Indonesia the market access of Indian goods to all other countries in 
the ASEAN is going to remain stagnant (at the 5% level) due to any decline in tariffs19. 
Indian imports are however going to rise from all these countries except Philippines 
and Brunei20 (column 3, table 9). The major additional insight that we get from the 
time series analysis is that India’s exports to Indonesia are extremely price sensitive. 
Though quantitatively different the time series estimates of elasticities are therefore 
similar in spirit to the results in the pooled data analysis.

The implication of the tariff elasticity results on India’s balance of trade is reported in 
tables 10-13. Note that to get exact estimates of trade values in the pre and post FTA 
situations we have to rerun all the regressions without logs. Hence the quantitative 
results are different than what would appear from the elasticity coefficients. The 
results are obviously model and data sensitive. By its very nature the estimate of the 
elasticity of a particular country in the pooled data analysis internalizes an overflow of 
information from other countries as well. This overflow imparts a bias to the results 
for particular countries in the pooled case. For instance, the direction of the bias is 
discernable from a comparison of the results in the two cases for India’s import from 
ASEAN. First let us note that the average of the significant bilateral elasticities in table 
9 column 3 turns out to be -0.96 which is almost equal to the pooled elasticity whose 
value is -0.92. By virtue of being close to the average the pooled elasticity overestimates 
the elasticities for Singapore, Malaysia and Thailand and underestimates the elasticity 
of Indonesia for India’s import from ASEAN 21. It also underestimates Indonesia’s import 
from India as this turns out to be statistically significant in the time series results in 
spite of being insignificant for the pooled data.

Turning to the results, first note that since the tariff elasticity for India’s export is 
statistically insignificant we have not reported any change for Indian exports to the 
ASEAN due to the FTA for this case. Change in BOT is thus calculated simply on the 
basis of a rise in India’s import. 

19	  However the tariff elasticity of Indian export to Indonesia is so strong that it overwhelms the insensitivity of the 
variable with respect to all other countries and makes the time series elasticity of total ASEAN import from India 
significant.

20	  Note that the results for these countries are vastly different for the pooled analysis and the country-wise analy-
sis. This is because the tariff elasticity of India’s import is significant for the aggregate pooled data while it is 
insignificant for these countries when they are taken in isolation. This suggests that the significance of the pooled 
elasticity was due to the effects of countries other than these two. India’s main import from Brunei is crude oil, 
which being a necessity is insensitive to tariffs. The case Philippines is less obvious. Note though that India’s 
import from this country is the lowest among the ASEAN 6 countries and this was the only country among the 
ASEAN 6 which was found to have a positive trade potential when the potential was determined with respect to 
India’s trade with all its trading partners in table 4. Thus India’s trade with Philippines is still at a nascent stage. 
This might have contributed to the result. 

21	  Note however that we have not applied the standard time series procedures that are usual for time series mod-
els. Also the time period is too short to make the estimates robust.
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India’s aggregate imports are expected to increase by about 13 % due to the 
implementation of the FTA. For no country is the increase expected to be less than 8 
%. The abnormal increase in case of Brunei is due to the sudden increase in oil imports 
from this country in 2006. The highest increase is expected from Philippines (22 %). 
Note that India’s import from this country was lowest at around 120 mn US$ in 2006 
(rank 6th among ASEAN 6). Thus the FTA will go some way in making Philippines at 
par with some of the other ASEAN 6 members as far as India’s import is concerned. It 
is important to note that Philippines was the only country among the ASEAN 6 with 
which India had a trade surplus in 2006. This surplus will change to deficit with the 
implementation of the FTA. As we will see below this observation is not replicated for 
the import demand function estimates.

The results for the time series data is along the same lines. There is expected to be a 
rise in export only to Indonesia. This rise is higher than the rise in import from that 
country so that India’s BOT with Indonesia is expected to improve due to the FTA22. 
India’s export to other ASEAN destinations is not expected to rise significantly23. The 
net effect on India’s balance of trade is still expected to be negative (table 13). The only 
significant difference is that whereas the pooled elasticity suggests that India’s BOT 
with ASEAN will deteriorate by about 53.5 million US$, for the time series estimate the 
deterioration is slightly less at about 35 million US$. 

7.	 Concluding Comments

This paper has clearly shown that Indian imports will rise significantly and there will be 
no commensurate rise in India’s exports due to the Indo-ASEAN FTA. The question that 
arises therefore is: why is India keen on signing the agreement? Finding an answer to 
this question lies outside the scope of this paper. However several conjectures can be 
made. The first conjecture is that though the FTA may not make much of an economic 
sense in terms of balance of trade it makes enough political sense to outweigh the 
negative economic impact. As we have already mentioned the major political objective 
of the FTA is to counter China’s rising influence on ASEAN. This is clearly something that 
many other countries of the world (including Japan and USA) look forward to India for. 
The possibility is therefore high that the move will help India to improve relationships 
with countries which have powerful voices in most international forums. The second 
conjecture is that the goods scenario depicted here is only a part of the aggregate 
economic scenario. The negative effects on the goods front will be outweighed by 
the positive effects emanating from other fronts like trade in services and especially 
foreign direct investments to and from these countries24. If this is so however by 
signing the FTA before the services and investments agreements India has lost out 
on the opportunity to bargain for concessions in goods by yielding some concessions 

22	  Note that this is not the conclusion that one would arrive at from table 8 where the elasticities are reported as 
India’s elasticity of import is higher than Indonesia’s in the table. Recall that the actual magnitudes are calculated 
for the model without logs.

23	  Since both import and export elasticities are statistically insignificant at the 5 % level for Philippines, the switch 
from surplus to deficit reported for the pooled data does not carry through here.

24	  Several studies are available on the existence of the significant complementarity between India’s service ori-
ented economy and ASEAN’s light manufacturing driven economy (Sen et al (2004), Kumar (2002), Bhattacharya 
and Arif (2002) and Pal and Dasgupta (2008). 
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in services and investments. Thirdly it should be emphasized that even purely from 
the goods angle; some of the goods imported will be intermediate goods which will 
boost the production of final goods at cheaper prices in India. This may increase India’s 
exports in the long run. Finally it should be noted that deterioration in balance of trade 
is in no way related to deterioration of welfare for India. There is indeed a tendency 
in political circles of overemphasizing the negative impact on the producers (of the 
goods whose import will increase). Logically this should be balanced out with the 
positive impact on the consumers and the efficiency gains (see Ohyama (1972), Grinols 
and Wong (1991) and Ju and Krishna (2000)). Calculating the net welfare impact of the 
trade balance deterioration and formulating an appropriate tax subsidy regime thus 
remains an important agenda for future research.

Table 1: India’s Balance of Trade (BOT) With Some Developed Countries for 2006

Country BOT (Mn US$)
Greece 462.49

Italy 907.75
Netherlands 1512.56

Spain 1249.92
UK 1442.42

USA 7124.46

Source: Director General of Foreign Trade (DGFT) data

Table 2: Indo ASEAN Trade: Basic Issues

Year
India’s share in 
ASEAN imports

ASEAN’s share in 
Indian imports

Degree of openness 
(India)1

Degree of openness 
(ASEAN average)1

2001 0.011 0.085 0.20133 1.30020
2002 0.014 0.084 0.23057 1.20110
2003 0.016 0.095 0.24774 1.23605
2004 0.017 0.082 0.29138 1.43379
2005 0.018 0.073 0.32165 1.47658
2006 0.019 0.097 0.35651 1.40986

Note: 1. Trade (export plus import) GDP ratio. 

Source: ASEAN Secretariat, RBI Handbook of Statistics and DGFT Data, WITS- World Integrated 
Trade Statistics

Table 3: Indo ASEAN Trade in Global Perspective (2001-06)

Year
Indo ASEAN Trade 
as a Percentage of 

World Trade

Indo ASEAN Trade as a Percentage of

ASEAN Trade with World India’s Trade with World

2001 0.07 1.14 8.24
2002 0.08 1.37 8.56
2003 0.09 1.61 9.33
2004 0.10 1.64 8.99
2005 0.11 1.74 8.44
2006 0.14 2.18 9.84

Source: ASEAN Secretariat and DGFT Data, World Integrated Trade Statistics (WITS)
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Table 4: India’s Trade Potential with ASEAN 6 Members

Data 
Used

Estimated Model (Eq (1))4 Year Country5

Entire 
World1

= + −ij i j ijLnExp 3.80 1.06Ln(GDP *GDP ) 1.38LnDis
        (0.05)  (0.002)                         (0.01) 

Where i=importer and j= exporter

1980-
2004

Brunei (NA)

Indonesia (97.89)

Malaysia (479.68)

Philippines (36.64)

Singapore (1.76)

Thailand (NA)

India’s 
Trade 
with 

World2

= − + −ij i j ijLnTTrade 8.59 0.38Ln(GDP *GDP ) 0.71LnDis

                 
(0.55)   (0.01)                           (0.04)

Where i= importer and j= exporter

1950-
2000

Brunei (NA)

Indonesia (0.55)

Malaysia (0.21)

Philippines (1.57)

Singapore (0.17)

Thailand (0.94)

Indo 
ASEAN 
Trade3

= − + −ijt it jt ijtLnTTrade 5.66 1.19Ln(GDP *GDP ) 1.15LnDis
                (5.66)   (0.10)                            (0.55)

Where i= importer and j= exporter

1989-
2006

Brunei (0.29)

Indonesia (1.11)

Malaysia (0.50)

Philippines (2.94)

Singapore (0.19)

Thailand (2.08)

Note: 1. Estimation based on the dataset prepared by Massoud and Magee (2009). The 
dataset contains both import and export data. We have used the export data. Data for Brunei 
and Thailand are not reported in this data set. Therefore we have put NA against them. 2. 
Estimation based on dataset used in Bhattacharyya and Banerjee (2006) where India’s trade 
with world has been considered. Here we have estimated the trade potential based on total 
trade (export+import) for the year 2000. Here data for Brunei was not available. 3. Estimation 
based on our own calculations. Here also potential is calculated on the basis of total trade. 
Though the intercept term is not statistically significant, we have incorporated the term in the 
Gravity equation. 4. Core Gravity Models are estimated by using data the source of which are 
specified in note 1 above. Figures in brackets are standard errors. 5. Figures in the brackets give 
estimated divided by actual trade. 

Table 5: Countdown on Indo-ASEAN FTA

Sr. No. Year Development of Indo ASEAN Relation
1 1991 Look East Policy
2 1992 Dialogue Partner of ASEAN
3 1995 Full Dialogue Partner
4 1996 Member of ASEAN Regional Forum (ARF)
5 2002 Summit Level Partner
6 2003 Framework Agreement on Comprehensive Economic 

Cooperation, FTA with Thailand 
8 2005 Comprehensive Economic Cooperation Agreement with 

Singapore
9 13th August, 2009 Free Trade Agreement
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Table 6: Tariff Reduction Schedule for Special Products

Products
Base 
Rate

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
31st 

December 
2019

CPO 80 76 72 68 64 60 56 52 48 44 40 37.5

RPO 90 86 82 78 74 70 66 62 58 54 50 45

Coffee 100 95 90 85 80 75 70 65 60 55 50 45

Balck Tea 100 95 90 85 80 75 70 65 60 55 50 45

Pepper 70 68 66 64 62 60 58 56 54 52 51 50

Source: Pal and Dasgupta (2009)

Table 7: Tariff Elasticity of India’s Import from ASEAN (Panel)

Variable Coefficient t-ratios
L(GDPi*GDPj) 1.23* 2.52

Lindtar -0.92* -2.21
Dij -1.86* -2.34
∆2 1.85 0.96
∆3 3.25 1.88
∆4 4.02* 2.47
∆5 0.81 0.38
∆6 0.34 0.23

*denotes significant at the 99% level. Adjusted R2 = 0.76.

Table 8: -Tariff Elasticity of ASEAN Import from India (Panel)

Variable Coefficient t-ratios
L(GDPi*GDPj) 0.96* 10.09

Lastar -0.04 -0.40
Dij -1.68* -12.64
∆2 0.97* 2.33
∆3 1.54* 4.02
∆4 2.22* 7.27
∆5 0.87 1.73
∆6 1.08* 3.09

*denotes significant at the 99% level. Adjusted R2 = 0.95.

Table 9: Tariff Elasticities Calculated on the Basis of Import Demand Functions1 

Country ASEAN import from India India’s import from ASEAN

Brunei -0.84(-0.40)2 -2.02(-0.07)

Indonesia -1.07(-6.48) -1.81(-3.91)

Malaysia -0.31(-1.34) -0.70(-2.32)

Philippines -0.34(-1.77) 0.44(0.83)

Singapore NA3 -0.43(-2.29)4

Thailand -0.34(-1.80) -0.89(-3.02)

ASEAN -0.49(-3.53) NA

India NA -0.72(-3.01)

Note: 1. Estimates are AR(1) adjusted 2. Figures in the brackets give the t-ratios. 3. Singapore’s 
tariff on India’s export is zero from 1995 on all products however 4. India’s Tariff with respect to 
Singapore is not zero.
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Table 10: Magnitude of Increase in India’s Import from ASEAN for 2006

(Pooled Data)1,2  (Value in Mn US$)

Country
Actual 
Import

Predicted Import 
with tariff ( T

ijtImp )

Predicted 
Import without 
tariff ( NT

ijtImp )

Absolute 
Increase in 

Import ( λ ijt )

Percentage 
increase in 

Import

Brunei 1.87 1.80 3.43 1.63 90.19

Indonesia 16.82 23.29 25.24 1.94 8.34

Malaysia 25.22 17.85 19.75 1.90 10.66

Philippines 36.94 8.13 9.94 1.99 22.16

Singapore 8.92 21.38 23.37 2.01 9.32

Thailand 0.60 12.35 14.36 1.80 16.29

ASEAN 90.37 84.8 96.09 11.27 13.30

Note: 1. Values are in real terms. 2. Estimates are based on models without log.

Table 11: Magnitude of Increase in India’s Import from ASEAN for 2006

(Import Demand Function) 1 (Value in Mn US$) 

Country
Actual 
Import

Predicted 
Import with 

tariff ( T
ijtImp )

Predicted 
Import without 
tariff ( NT

ijtImp )

Absolute 
Increase in 

Import ( ηijt )

Percentage 
increase in 

Import

Indonesia 16.82 16.70 17.50 0.80 4.77

Malaysia 25.22 23.80 25.12 1.32 5.54

Singapore 36.94 33.57 34.61 1.04 3.11

Thailand 8.92 8.19 8.36 0.17 2.01

ASEAN 87.9 82.26 85.59 3.33 4.04

Note: See note in table 10.

Table 12: Magnitude of Increase in India’s Export to ASEAN for 2006

(Import Demand Function) 1 (Value in Mn US$)

Country
Actual 
Import

Predicted 
Import with 

tariff ( T
ijtImp )

Predicted Import 
without tariff  

( NT
ijtImp )

Absolute Increase 
in Import ( ηijt )

Percentage 
increase in 

Import

Indonesia 6.98 6.66 8.42 1.76 26.39

Note: See note in table 10.
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Table 13: - India’s Balance of Trade with ASEAN 6

(Value in Mn US$)

Estimate Country
India’s BOT with 
ASEAN 6 (2006 - 

Actual) 

India’s BOT with 
ASEAN 6  

(Post FTA)1

Extent of Deterioration 
of India’s BOT due to 

the FTA2

Pooled 
Data

Brunei -1.82 -3.43 1.61

Indonesia -9.84 -25.24 15.4

Malaysia -18.75 -19.75 1.0

Philippines 1.51 -9.94 11.45

Singapore -12.80 -23.37 10.57

Thailand -0.89 -14.36 13.47

ASEAN 6 -42.59 -96.09 53.5

Time 
Series

Brunei -1.82 03 NA3

Indonesia -9.84 -9.08 -0.76

Malaysia -18.75 -25.12 6.37

Philippines 1.51 03 NA3

Singapore -12.80 -34.61 21.814

Thailand -0.89 -8.36 7.47

ASEAN 6 -42.59 -77.17 34.58

Notes: 1. Since India’s export elasticity/ASEAN’s import elasticity with respect to India is 
statistically insignificant in pooled data India’s export increase will be zero. So change in BOT 
will incorporate only the rise in imports due to FTA. In the time series results ASEAN’s import 
elasticities with respect to India are insignificant except Indonesia. In all other cases (except 
Brunei and Philippines where both export and import are statistically insignificant) change in 
BOT incorporates only the rise in imports due to FTA 2. Note a positive sign implies deterioration 
of BOT. 3. India’s tariff elasticity with respect to ASEAN and ASEAN’s tariff elasticity with respect 
to India are both statistically insignificant. 4. Note since India’s tariff is still positive with 
Singapore.
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Introduction

In light of the increasing scientific consensus of the detrimental impact humanity is 
having on the earth’s biosphere, the consequences of, and the possibility for curbing 
these risks have jumped dramatically onto the priority agendas both politically and 
academically. Within the social sciences the notion of an emerging World Risk Society 
(WRS)1, which has created a reflexive modernity represents this realignment, and in 
political domains the notion of sustainable development (SD) is being increasingly 
used to represent the need to realign current developmental patterns. This paper 
examines the possibility that SD and reflexive modernity are intimately connected. 
Until very recently these two concepts have been seen as representing different 
storylines of humanity’s interaction with nature2. More recently however, there has 
been a paradigmatic shift in how these issues are being understood and notions 
of reflexivity and sustainable development are being drawn together in a mutually 
supportive framework3. This relationship is currently underdeveloped and lacking 
rigorous empirical observation. This paper makes initial, but substantial, steps in 
addressing this short and proceeds in the following manner. The first section expands 
on the nature of reflexive modernity in the context of Beck’s WRS thesis. Section two 
will introduce SD, outline initial observations drawn from the literature and suggest a 
significant relationship between SD and reflexive modernity. Section three discusses 
the nature of governance and the role of the UN with relation to SD. Section four offers 
a review of the qualitative methodological approach that is used. Section five presents 
the substantive component of this paper by exploring the empirical data. The results 
are separated into three main areas of SD discourse from within the UN. Each area is 
represented by a ‘theme’ of SD, and each theme progressively builds a picture of the 
discursive representations of SD within the UN, and the relationship this has with a 
reflexive modernity. The paper is concluded with a brief discussion on the implications 
that these findings have at both a policy and theoretical level. Initially however, it 
is pertinent to outline the underlying theoretical premises upon which this paper is 
based. 

1	  Ulrich Beck, Risk Society, Towards a New Modernity. London, Sage, 1992; Ulrich Beck, World Risk Society. Malden 
Mass, Polity Press, 1999 

2	  Allen Irwin, Sociology and the Environment: A Critical Introduction to Society, Nature and Knowledge, Malden, 
Polity Press, 2001

3	  Ulrich Beck, Cosmopolitan Vision, Cambridge, Polity Press, 2006; Gregory J. Borne, Sustainable Development: 
The reflexive Governance of Risk. New York, Edwin Mellen Press, 2010
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Section One: Reflexivity in a World Risk Society

The consequences and abatement of global environmental risks have been increasingly 
raised on political and social agendas world wide. In light of this, Ulrich Beck’s World 
Risk Society (WRS) thesis (1999) has become an increasingly relevant assessment of 
contemporary, social, economic, political and environmental processes.4 The underlying 
message of the WRS is that the established ideology of an industrial society, whose 
basic principle was the distribution of goods, a reliance on scientific certainty and the 
political autonomy of the nation state, is being replaced by an emergent ‘risk society’. 
Beck focuses on specific forms of risk, referring to the three icons of destruction. These 
include nuclear power, environmental despoliation and genetic technology. 

This risk society is defined by the distribution of hazards, scientific ambiguity, and 
the opening up of governance processes to wider sectors of society. In a risk society 
modernity has become reflexive. At the most fundamental level, reflexive modernity is 
seen as a recursive turning of modernity upon itself. The breadth of Beck’s conception 
of reflexivity applies with equal measure to both global institutional and political scales, 
as well as local and individual levels of analysis.5 Of course such a sweeping social 
theory attracts many critics which range from Beck’s lack of empirical observation to 
substantiate his theoretical claims to the often ambiguous and contradictory nature of 
his definitions of reflexivity. Indeed Beck himself concedes that reflexive modernity “…
is not hard to misunderstand”.6 This paper goes some way to addressing both of these 
criticisms. The following discussion will begin by examining the latter criticism. 

The literature surrounding definitions and discussions on reflexivity is often, convoluted 
and contradictory. Upon review it is evident that the essence of the misunderstanding 
over reflexive modernity occurs when considering whether reflexivity represents 
firstly, a purposeful knowledge-based action, which may be termed reflection, or 
secondly, should be considered as the unintended consequence of modernity, which 
is reflexivity. This situation is further complicated by a lack of distinction between the 
two, not only amongst Beck’s critics but also within Beck’s work itself. For example, in 
early elaborations of reflexive modernity Beck argues that:

“In pointed terms, the ‘reflexivity’ of modernity and modernisation in my sense 
does not mean reflection on modernity, self relatedness, the self referentiality 
of modernity, nor does it mean the self justification or self criticism of modernity 
in the sense of classical sociology; rather (first of all), modernisation undercuts 
modernisation, unintended and unforeseen, and is also therefore reflection 
free, with the force of autonomised modernisation”7 

From the above, it is apparent that Beck adheres to a definition of reflexive modernity 
which is created by the unforeseen externalisations of the modern world that are 

4	  Anthony Elliot, (2002). Beck’s Sociology of Risk: A Critical Assessment, Sociology, Vol. 36 No 2, 2002, p. 293-315; 
Lacy, M. ‘Deconstructing Risk Society’, Environmental Politics, Vol. 11, No 4, 2002, p.42-64; Gabe Mythen , Ulrich 
Beck: A Critical Introduction to The Risk Society. London, Pluto Press, 2004

5	  Gregory J. Borne, Sustainable Development: The reflexive Governance of Risk. New York, Edwin Mellen Press, 
2010; Gabe Mythen , Ulrich Beck: A Critical Introduction to The Risk Society. London, Pluto Press, 2004

6	  Ulrich Beck, World Risk Society. Malden Mass, Polity Press, 1999,109 

7	  Ulrich Beck, Ecological Politics in an Age of Risk, Cambridge, Polity Press, 2005, 176
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reshaping the central components of modernity. However, as Beck’s work develops, a 
softening of this position becomes evident. The reflexive and reflective domains begin 
to converge. In the WRS, Beck argues that reflexive modernisation is a “… reflex-like 
threat to industrial society’s own foundations through a further modernisation which 
is blind to dangers, and the growth of awareness, and the reflection of this situation”.8 
It may be surmised from this that Beck moves towards a definition of reflexivity 
that is formed through a combination of reflexivity and reflection. This is a primary 
observation for research presented here. 

This is because the use of SD as a litmus test for examining reflexive modernity 
presupposes a certain level of reflection as institutional structures and individuals 
respond to increased evidence of global environmental risk. With this established 
what remains is the question of proportionality in the reflexivity equation. In order to 
overcome this Elliot9 puts forward a framework for accommodating these dichotomies. 
Elliot begins by arguing that the distinction between reflex and reflection is questionable, 
a significant problem being to identify where reflexivity ends and reflection begins. 
In making this assertion Elliot distinguishes between strong and weak forms of 
reflexivity. A strong reflexive position maintains that reflexivity occurs because of 
institutional dynamism, which results from purely unintended consequences. A weak 
form of reflexivity would suggest a combination of reflex and reflection “…a partial and 
contextual interaction of dissolution and reflection”.10 Based on this, it is reasonable 
to surmise that Beck has moved to a weak reflexive position, where reflexivity results 
from unintended processes, which in turn leads to a process of intended reflection. 
Extending this proposition it is argued here that the reflective element of reflexivity 
processes represent the ‘tip of the iceberg’ as they are influenced by the less visible 
reflexive processes. 

Overall, the relationship suggests that increasing processes of a reflexive modernity 
will consequently lead to reflective activity. This observation is accompanied with the 
proviso that this relationship is not linear, well defined, or temporally static. Reflexive 
processes set in motion today will have unintended reflexive consequences in the 
future, which in turn will produce altered reflective activity. 

The above discussion has important implications for the production and consequences 
of systems of global governance. Primarily, this analysis accepts at the most elementary 
level that global governance in the face of globalised risks must be flexible and non 
linear with the ability to open up space for the unintended or negative, as well as 
positive, externalities of intended governance processes. This paper will explore these 
issues in the context of the UN in section three, at this stage it is essential to discuss 
how the increased use of SD in governance networks is seen as an indication of the 
emergence of a reflexive modernity. The following discussion will elaborate on notions 
of sustainable development and argue that a symbiotic relationship exists between SD 
and reflexive modernity. 

8	  Ulrich Beck, World Risk Society. Malden Mass, Polity Press, 1999,81 

9	 Anthony Elliot, (2002). Beck’s Sociology of Risk: A Critical Assessment, Sociology, Vol. 36 No 2, 2002, p. 293-315

10	 Anthony Elliot, (2002). Beck’s Sociology of Risk: A Critical Assessment, Sociology, Vol. 36 No 2, 2002, p. 293-315, 
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Section Two: Sustainable Development: Establishing a Symbiotic 
Relationship 

It is at this point that the concept of SD is introduced. Debates surrounding SD evoke 
a plethora of issues and diverse viewpoints. These can range from ontological and 
epistemological speculations through to discussions on appropriate legislative 
tools for achieving a sustainable future, as well as technological advancements and 
applications. There is no attempt here to elaborate in any detail on these issues. What 
is pertinent for this discussion to acknowledge is that the concept is complex and 
multifaceted with a literature that remains disturbingly muddled.11 The extent of this 
muddle is clear as Fowke and Prasad12 identify more than eighty definitional variations 
of the concept that substantially extends that set down at the World Conference on 
Environment and Development.13 

As a broad assessment, it is sufficient to understand that the way SD is defined depends 
on a number of factors. These can include scientific evidence of environmental 
degradation, utilisation of this evidence, political designations, power dynamics, basic 
understandings of nature and much more.14

A number of attempts have been made to categorise and compartmentalise the various 
elements of the SD literature. 15 These assessments of the nature of SD often rely on a 
framework that outlines strong and weak forms of the concept. Such interpretations 
are underpinned by the degree to which SD represents a departure from current modes 
of production and consumption. Strong sustainability suggests a radical reordering 
of current socio-political and economic frameworks that are necessary to meet the 
challenges of current ecological and social risks. This may be said to be closely linked to 
the eco-centric beliefs of deep green environmentalists like Arne Naess.16 Such a vision 
of SD can also be aligned with deep ecology, social ecology, environmental justice, eco-

11	 Charachchandra Lele, `Sustainable Development: A Critical Review`, World Development, Vol.19, No 6, 1991 
P.607-21; Pezzoli, K ‘Sustainable Development: A Trans-Disciplinary Overview of the Literature’, Journal of Envi-
ronmental Planning and Management, Vol 40, No 5, 1997, p.549-74; Williams, C., Millington, C. ‘The Diverse and 
Contested Meanings of Sustainable Development’, in The Geographical Journal, Vol.170, No 2, 2004 p. 99-107 

12	  Fowke, R., and Prasad, D. ‘Sustainable Development, Cities and Local Government’, Australian Planner, Vol. 33, 
1996, p. 61-6

13	  World Commission on Environment and Development, Our Common Future, Oxford, Oxford University Press, 
1987

14	  Allen Irwin, Citizen Science: A Study of People, Expertise, and Sustainable Development. London, Routledge, 
1995; Phil Macnaghten and Michael Jacobs. ‘Public Identification With Sustainable Development: Investigating 
Cultural Barriers to Participation’, Global Environmental Change: Human and Policy Dimensions, Vol 7, 1997, p 
5-24; Yosef Jabareen , ‘A Knowledge Map for Describing Variegated and Conflict Domains of Sustainable Develop-
ment’, Journal of Environmental Planning and Management, Vol. 47, No 4, 2004, p. 623-42; Ratner, B. (2004). 
Sustainability as a Dialogue of Values: Challenges to the Sociology of Development, Sociological Inquiry Vol. 74, 
No 1, 2004 p.50-69; Micheale Redclift, (1993). Sustainable Development: Needs, Values, Rights, Environmental 
Values, Vol. 2, No 1, 1993, p. 3-20

15	  Paul Chatterton, ‘Be Realistic: Demand the Impossible. Moving Towards Strong Sustainable Development in an 
Old Industrial Region’, Regional Studies, Vol 36, No 5, 2002, p. 552-61; Clarke, A. ‘Understanding Sustainable De-
velopment in the Context of Other Emergent Environmental Perspectives’, Policy Sciences, Vol 35, 2002, p 69-90; 
Pezzoli, K ‘Sustainable Development: A Trans-Disciplinary Overview of the Literature’, Journal of Environmental 
Planning and Management, Vol 40, No 5, 1997, p.549-74; Williams, C., Millington, C. ‘The Diverse and Contested 
Meanings of Sustainable Development’, in The Geographical Journal, Vol.170, No 2, 2004 p. 99-107 

16	  Arne Naess, The Shallow and the Deep, Long Range Ecology Movement: A Summary. Scandinavian University 
Press, 1973; Arne Naess, Ecology, Community and Lifestyle: Outline of an Ecosophy. Cambridge, Cambridge Uni-
versity Press, 1989
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feminism and spiritual ecology.17 Whilst there is some evidence that SD manifests in 
its strongest form (Chatterton 2002), much of the literature points to SD existing in the 
weaker incarnation 18. Weak sustainability operates within the existing socio-political 
framework; this interpretation of SD focuses on the ability of technology to produce a 
sustainable future. 

SD is representative of a questioning of the current patterns of development, bringing 
into focus the most basic normative assumptions of modernity. It is at this level that 
a relationship is observed between SD and reflexive modernity. What is principally 
argued is that SD and the WRS present a mutually integrative storyline of contemporary 
society. It is suggested that both highlight particular aspects of modern developmental 
processes. These can be summarised as follows. Both expose the relationship between 
humanity and the environment; draw into question notions of progress, science and 
rationality; open up the boundaries between the global and the local; and both are 
concerned with inter-generational equity and the incompatibility of geological and 
political time-scapes.19 On this basis, it is argued that a symbiotic relationship exists 
between the concepts of SD and reflexive modernity. 

This symbiosis is played out as follows. Perceiving SD through a WRS lens provides 
a level of sophistication and an overarching theoretical perspective essential for 
understanding the intricate and dynamic nature of SD. This will ultimately lead to 
an informed assessment of how SD is being articulated and presented in particular 
governance frameworks and the consequences this has for wider social formations 
and environmental impacts. From the reverse perspective, through examining 
representations of SD, it will be possible to assess some of the assertions made within 
the WRS thesis, particularly Beck’s assertion of the emergence of a reflexive modernity. 
This will result in a subsequent tightening up of the theoretical base.20 As has already 
been noted in this paper, previous accounts of SD and WRS suggest that these two 
dialogues of contemporary social processes offer different stories of the relationship 
between society and its environment. For example, Irwin maintains that Beck’s radical 
account offers a strong contrasting framework for the social and natural relationship 
to that offered by sustainability. Irwin suggests that: 

…whilst the concept of sustainable development suggests that scientific/ 
technological development and the institutional system can cope, Beck’s 
account is of a world where everything is open to question, where every aspect 
of life is imbued with doubt and uncertainty, and where the very sense of 
science, truth and progress (…) is being challenged and found wanting . 21

However, this paper argues that Irwin’s analysis severely reduces the breadth of 
interpretations that exists within the sustainability debate, focusing narrowly on its 

17	  Julian Agyeman and Bob Evans. (2004). ‘Just Sustainability: The emerging discourse of environmental justice in 
Britain?’, Geographical Journal, Vol. 170, No 2, 2004, p.155-164; Susan Buckingham, ‘Ecofeminism in the Twenty-
First Century’, The Geographical Journal, Vol 170, No 2 (2004) 146-154

18	  Micheale Hulme, and J. Turnpenny. Understanding and managing climate change: the UK experience The Geo-
graphical Journal Vol. 170, 2004, p. 115-125

19	  Barbara Adam, Time Scapes of Modernity: The Environment and Invisible Hazards. London, Routledge, 1998

20	  Anthony Elliot, (2002). Beck’s Sociology of Risk: A Critical Assessment, Sociology, Vol. 36 No 2, 2002, p. 293-315

21	  Allen Irwin, Sociology and the Environment: A Critical Introduction to Society, Nature and Knowledge, Malden, 
Polity Press, 2001,51
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scientific/technocratic dimension. As already outlined, SD exists on many different 
levels and its emerging rhetoric holds strong synergies with Beck’s analysis of the WRS. 
In order to empirically test this proposition sustianable devleopment was explored 
within the context of the United Nations. The following section will draw connections 
between SD and the UN. 

Section Three: Governing Sustainable Development 

The UN is a highly visible and influential actor within global governance. It is also an 
organisation that integrates SD into the core of its governance structure. As with SD, 
many definitions of governance present themselves, not least because the notion of 
governance contains ‘…powerful tensions, profound contradictions and perplexing 
paradoxes.22 The ‘Commission for Global Governance’ offers the following definition. 
Governance is:

“The sum of the many ways individuals and institutions, public and private, 
manage their common affairs, a continuing process through which conflicting 
and diverse interests may be accommodated and co-operative action may be 
taken” .23

Applying these definitions of governance to SD, Gupta suggests that SD governance 
should be defined as “…the interactive network of regimes at international level, that 
try and integrate the various elements of SD”.24 At the international level the UN is 
an organisation where the complexities and the contradictions of governance are 
juxtaposed. As such, the UN does not fit comfortably into the category of international 
institution. As Cronin points out: “The UN is an organisation of, by, and for independent 
sovereign states, yet it is also a semi independent actor staffed with a semi autonomous 
civil service”.25 This assessment leads to the suggestion that there are two faces of the 
UN; one as a collection of the world’s nations pursuing their own narrow interests 
within a multilateral environment, and the other, an entity in its own right. Moreover, 
the UN, is not a closed system, but instead is a fundamentally dynamic body, permeated 
by a myriad of flows that converge internally and are subsequently radiated outwards 
again towards wider society.

Cautioned by the above, an analytical perspective must be capable of accommodating 
these two frequently altering dynamics. Knight and Krause26 suggest looking at the 
UN from what they term as a state/society perspective. These authors assert that this 
perspective “…highlights the fact that the interaction between international society 
and domestic societies is not always mediated through the state”27. These authors 
further argue that simply viewing the UN as a bureaucratic system, constituent of its 

22	  James Rosenau, ‘Governance in the 21st Century’, in R. Wilkinson (ed.), The Global Governance Reader. Oxon, 
Routledge, 2005, 45

23	  Ramphal Shridath, R., and Ingavar Carlsson, Our Global Neighbourhood: The Report of the Commission on Global 
Governance. OUP, 1998, 2

24	  Joyeeta Gupta, ‘Global Sustainable Development Governance: Institutional Challenges for a Theoretical Perspec-
tive’, International Environmental Agreements: Politics, Law and Economics, Vol. 2, No 4, 2002, p. 361-88, 363

25	  Bruce Cronin, The Two Faces of the United Nations: The Tension Between Intergovernmentalism and Transna-
tionalism, Global Governance, Vol. 8, No 1, 2002, p. 53-71, 54

26	  Andrew Knight and Kieth Kraus, State, Society and the UN System: Changing Perspectives on Multilateralism. 
United Nations University, 1995

27	  Andrew Knight and Kieth Kraus, State, Society and the UN System: Changing Perspectives on Multilateralism. 
United Nations University, 1995, 253
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member states and various organs, is reductionist and misleading. More accurately, 
the UN should be viewed as an ‘arena’ of ideologies and values, a forum for discussion 
and negotiation, and not merely as a ‘place of operations’.28 With the above in mind 
it is important to outline the following political realities. Each nation state within the 
UN has considerably diverse global status with regard to their influence on the global 
political stage. This truism is inevitably reflected within the governance systems of 
the UN. French indicates that “…formal equality does not mean equity”. 29 These 
observations directly impinge on the ability of SD to represent a reflexive modernity 
as developmental discourses in general have been criticised for representing 
the developmental realities of the western world.30 With specific relation to SD, 
commentators have argued that the concept represents little more than the extension 
of current forms of capitalist production.31 

In sum, understanding the UN in the above terms provides a framework from which 
the relationship between governance, the UN and SD can be understood, whilst 
simultaneously developing an insight into the relationship this has with the emergence 
of a reflexive modernity. To date this paper has explored the various dimensions that 
interact in order to understand the relationship between SD and reflexive modernity 
from within the environment of the UN. These discussions have, for practical purposes, 
reduced highly complex debates into a manageable structure. The following section 
outlines the methodological framework that was used.

Section Four: Methodology

In order to explore the relationship between SD and reflexive modernity, the research 
used in-depth qualitative institutional ethnographic techniques in an attempt to 
decipher the complex discursive representations of SD within the 2002 United 
Nations General Assembly (UNGA). Whilst a clear definition of ethnography is elusive, 
Hammersley and Atkinson32 suggest that it entails participating, for an extended period 
of time, within the research environment “…collecting any data available to throw 
light on the issues that are the focus of the research”.33 Ethnographic techniques offer 
flexibility and the ability to engage with theoretical assumptions whilst embarking on 
the practical process of data collection. For Herbert34, ethnography is singularly capable 
of exploring the complexities of meanings, place and process. As will be discussed 
the research was conducted from within the United Nations. Smith35 suggests the 
use of the term institutional ethnography in order to represent this setting. This is 
of particular use in exploring the power dynamics that exist in such a setting as they 
continuously permeate all levels of data.

28	  Maurice Strong (2003). ‘Global Sustainable Development’, in S. Vertovec and S. Posey. (eds.), Globalisation, Glo-
balism Environments and Environmentalism; Consciousness of Connections. The Linacre Lectures, 2003, 117

29	  Duncan French, ‘The Role of the State and International Organisation in Reconciling Sustainable Development 
and Globalisation’. International Environmental Agreements. Politics, Law and Economics, Vol. 2, No 2, 2002, p. 
135-150, 143

30	  Arturo Escobar, Encountering Development: The Making and the Unmaking of the Third World. Princeton, NJ, 
Princeton University, 1995

31	  Maurie Cohen ‘Risk Society and Ecological Modernisation: Alternative Visions for Post-Industrial Nations’, Fu-
tures, Vol 29, No2, 1997 p. 105-19

32	  Martyn Hammersley and Paul Atkinson, Ethnography: Principles In Practice. London, Tavistock Institute, 2003

33	  Martyn Hammersley and Paul Atkinson, Ethnography: Principles In Practice. London, Tavistock Institute, 2003,1

34	  Steve Herbert , ‘For Ethnography’, Progress in Human Geography, Vol 2, No 4, 2000, p.50-68

35	  Dorothy Smith, Institutional Ethnography: A Sociology for People. Oxford. Altamira Press, 2005
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Research was conducted whilst the author served a three-month internship with the 
United Nations Environment Programme (UNEP) at UN Headquarters in New York. 
The internship took place between September and December 2002, a time-frame of 
particular importance for exploring discourses of SD. Firstly, September to December 
represents the convening of the UNGA. This is the decision-making organ of the UN, 
where resolutions are developed and decisions are made on a plethora of issues relating 
to global governance. During this time, delegations are sent from all member states 
to participate in the negotiation processes. Secondly, the 57th UNGA directly followed 
the World Summit on Sustainable Development (WSSD), providing a singularly unique 
opportunity to assess, not only interpretations of SD at the international political scale 
but also its construction within a negotiated framework. Three main sources of data 
were collected.

Firstly, in-depth observations formed a foundational base of data. This process was 
ongoing and afforded continuous insights into the way that SD was being articulated. 
Secondly, documents were collected from many different sources, which included 
transcripts of speeches made, resolution documents, press releases, official 
statements made by the Secretary-General and many more. From this overwhelming 
source of qualitative material, there is a specific focus on the statements made from 
the United Nations General Debate (UNGD), which included nearly all member states 
of the UN. The UNGD statements provided a comprehensive insight into the discursive 
representations of SD from nearly every nation-state in the world. The third form 
of data collection was interviews conducted with Programme Officers of the UNEP. 
Officers with whom the author worked were asked if they would be willing to elaborate 
on a number of issues that related to sustainable development, the UN and broader 
global issues. Interviews remained dynamic and unstructured with the use of only very 
broad questions. For example; ‘What role do you think sustainable development plays 
in the United Nations?’ The depth of experience of the Programme Officers provided 
invaluable and unique insights. Taken as a whole, these data sources provided a robust 
and in-depth understanding of the integration of SD into the governance structures of 
the UN. The following section will present the results. 

Section Five: Results 

Sustainable development: The Reflexive Governance of Risk

“The General assembly of the United Nations should adopt SD as a key element 
of the overarching framework for United Nations activities, particularly for 
achieving the internationally agreed development goals, including those 
contained in the Millennium declaration, and should give overall political 
direction to the implementation of A21 and its review”.36 

The statement from the WSSD ‘Plan of Implementation’ reflects the overall movement 
within the UN to drive SD as a guiding concept within the operations of interstate 
affairs, as well as broader sections of society. It has already been established that the 
UN is an institution that is necessarily open to global phenomena and constantly in 

36	  United Nations, UN Document A/ Conf.199/20, Report of the World Summit on Sustainable Development, 
2002a 



Journal of  Global 
Analysis 

Su
sta

ina
ble

 D
ev

elo
pm

en
t: 

Re
pr

es
en

tin
g a

 re
fle

xiv
e m

od
er

nit
y i

ns
ide

 th
e U

nit
ed

 N
at

ion
s

37

need of structural adjustment in order to accommodate national and wider political 
and social interests.37 There is little question that observations from within the 2002 
UNGA confirm that SD is an integral part of this process, with SD used diversely, 
ambiguously and often conflictingly. However, as a discursive framework, three 
abstracted themes of SD have been identified. Each theme represents the stages of 
analysis that exists in assessing the relationship between SD and reflexive modernity. 
Firstly, theme one, divergence, presents the various interpretations of SD. Theme 
two, convergence, examines the association of SD with broader perceptions of risk. 
Global risk is a fundamental driver of reflexive modernity and it will be shown here 
that SD is intimately related to notions of risk at the international and national level. 
Convergence will highlight the connection between risk, SD and the nation-state. 
Theme three, dissolution, explores the role that sustainable development takes in 
the active governance setting of resolution negotiation. The relationship between SD 
and reflexive modernity is further explored by examining how SD is utilised within the 
resolution negotiation process.

Divergence

Divergence indicates the often fractured and abstracted nature of SD within the UN 
from a predominantly nation state perspective. Beck outlines the changing nature of the 
nation state in the face of globalised risk, as a primary prerequisite for the identification 
of a transition from a first/industrial to second/reflexive modernity. Analysis is based 
on observational data and the collection of transcripts of the UNGD statements. Of the 
188 speeches made, it was possible to collect 180 transcripts. A content analysis was 
carried out on 177 transcripts which represented 94 per cent of the total speeches 
made. A total of 72 per cent of speeches included SD. This provides an initial base 
for assessing the relationship of SD with a reflexive modernity. It is important to 
emphasise that it is not suggested that the following offers a comprehensive break 
down of the many discursive positions and ideological frameworks that were present 
at the time. Furthermore, it is not designed to expose the socio economic and political 
circumstances of various countries that inevitably underpin statements made. More, 
this section is designed to highlight the finding that substantial diversity does exist. 

With the above in mind, it became evident during the research period that national 
representations predominantly adopted the three pillars approach to SD.38 The three 
pillars are social, economic and environmental dimensions of SD. These three pillars 
are used to organise the diversity of SD rhetoric. For example, within the economic 
pillar there was particular reference to ‘Foreign Direct Investment’, globalisation, 
‘National Development Plans’ and levels of Gross National Product. Similarly, the 
social pillar emphasised issues of power relations, equality, democracy, health, 
gender and terrorism. The environmental pillar relates to such topics as destruction 
of ecosystems, climate change, sea level rise, desertification, flood, radioactive waste 
and more. These categories are not mutually exclusive and are integrated in different 
formats within the rhetoric of the statements. 

37	  Andrew Knight, A Changing United Nations. Hampshire, Palgrave, 2000

38	  Tariq Banuri, and Adil Najam Civic Entrepreneurship; A Civil Society Perspective on Sustainable Development, 
Volume 1, A Global Synthesis. Islamabad. Grandhara Acadamy Press, 2002
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Social Pillar

On aggregate, 35 per cent of statements perceived SD as a social issue. Within the 
Social dimension of SD numerous goals could be identified. Representing the European 
Union, Denmark makes the following comments:

‘Until women are in possession of all human rights, able to take charge of their 
lives and to achieve their full potential, sustainable development will remain but 
a dream. The EU remains committed to fighting all forms of discrimination and 
violence against women, including murder and mutilation through a misguided 
sense of honour ’.39 

Denmark associates SD with the social dimension in the form of gender issues. Gender 
was an issue which was prominent in discussions but constituted just one facet of 
the social pillar. Evident throughout the UNGD statements, was the association of 
SD with poverty. Switzerland stated that “SD and the elimination of poverty are the 
main challenges facing humanity today”.40 Poverty itself was often broken into various 
elements depending on what each nation viewed as a particular cause of that poverty. 
For example, the rhetoric of poverty was often associated with issues of health and 
particularly for countries of the African continent the HIV/AIDS pandemic was a high 
priority; Djibouti succinctly represents this position:

“The issue of HIV/AIDS is one of the greatest concerns in Africa. More than 30 
million people are infected, nearly 75% of those carrying the virus worldwide. 
The impact on development is devastating. Life expectancy has plunged in 
many countries. The observations made by the head of the UN AIDS program 
are quite apt, if people are not alive, if people are not healthy, the people who 
are supposed to bring us sustainable development, then it won’t happen. AIDS 
is a major crisis of human resources”.41

Djibouti is resolute in its statement to draw the connections between SD and HIV/
AIDS. It does so in a context that explicitly highlights the failure of achieving a SD 
without addressing this issue. For many African countries this was a concern to which 
their understandings of SD were intimately bound. 

Economic Pillar

On aggregate, 30 per cent of the statements associated SD with the economic pillar. As 
an example, Jamaica is typical of many of the statements delivered “…for sustainable 
development will not be achieved without financing for development”.42 Jamaica does 
not refer to the interconnections between the other pillars but asserts the need to 
maintain a financing balance within the international community; similarly China’s 
emphasis was on the economic pillar:

“ …press ahead with our market-oriented reforms, readjust and improve 
the structure of the ownership system, and further emancipate and develop 

39	  57th United Nations General Assembly General Debate

40	  57th United Nations General Assembly General Debate

41	  57th United Nations General Assembly General Debate

42	  57th United Nations General Assembly General Debate
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the productive forces. We will focus on higher quality of economic growth 
through science and technology upgrading and improved management, stress 
the implementation of the strategy of sustainable development, and attach 
importance to a balanced approach to development among different regions 
and between urban and rural areas, with a view to promoting the all-round 
progress of society.”43 

Unlike Jamaica, China displays a more sophisticated understanding of the inter-
connectivity of the elements of SD. It connects a number of discursive realms when 
outlining what it sees as the goals for achieving a SD. Primarily, the economic growth 
required for SD should be based on technical advancements. Such perspectives relies on 
the market to regulate development issues. Furthermore, China connects SD to regional 
goals and highlights the relationship between rural and urban areas. Moreover, China 
displays a technocratic interpretation of SD by forwarding the importance of scientific 
and technological advancement. More generally, statements that predominantly 
focused on the economic component of achieving SD were engaging with the current 
political framework, for which they often felt they had a comparative advantage.

Environmental Pillar

On aggregate, 32 per cent of the statements associated SD with environmental issues. 
The above discussion has already outlined the degree to which different nations of the 
world interpret SD and how it should be internalised for their nations. This is not to 
say, however, that environmental issues have become subsumed in significance, more 
there seems to be a realignment of priorities. Fiji focuses primarily on the oceanic 
ecosystem, substantiating its commitment to a SD process by citing international law: 

“It is our responsibility, as people of the Islands, to protect and nurture the 
Pacific. We must do so not only for ourselves, but also for people everywhere. 
For the first time we have adopted a regional Ocean Policy which lays out the 
guiding principles for promoting the Pacific as a maritime environment in support 
of sustainable development. These principles are based on international law, 
reflected in the UN Convention on the Law of the Sea and other international 
and regional agreements.”44

This appears to be an attempt by Fiji to legitimise their perspective of SD by associating 
it with a specific set of goals and principles. Without the weight of economic security 
on the global stage, or marginalised by processes of globalisation, poorer nations 
created an understanding of SD that extends beyond this rhetoric. The ‘Convention 
on the Law and the Sea’ is a regime that detracts from the sovereignty of each nation 
forming an equalising effect in the contest for ideological hegemony. Another approach 
to this end was the adoption of an ethical and moral perspective for achieving a SD. 
Where no legal regime was in place, SD would be tied to an expression of a ‘collective 
consciousness’. This is the rhetoric of a ‘global community’. Mauritius presents a typical 
example of this type of strategy:

“The World Summit on Sustainable Development addressed the fundamental 
question of the kind of world we want for ourselves and for generations that 
are yet unborn. The recent devastating floods in Europe and Asia as well as the 
droughts in many parts of Africa, particularly Southern Africa, where there are 

43	  57th United Nations General Assembly General Debate

44	  57th United Nations General Assembly General Debate
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more than thirteen (13) million people in danger of famine, are a stark reminder 
of the fragility of the ecosystem of our planet. The WSSD has made the whole 
world become conscious of the havoc which nature can cause unless drastic 
measures are taken immediately to redress the ecological imbalance.”45

What was witnessed in the general debate was a landscape of ideologies and 
perspectives, often beyond the scope of categorisation as one blended seamlessly 
into another. Each nation used different discursive tactics to present its definition of 
what SD should entail, and how it should be achieved, even if these were often vague 
and unsubstantiated. Three primary ‘tactics’ for asserting particular perspectives of 
SD were observed. These are defined here as legal, moral, and sensationalist. Firstly, 
where a legal framework was in place sustainable development was emphasised to 
reinforce the advantages of this to the particular nation state. Secondly, where no legal 
framework existed states used the moral imperative to project their interpretation 
of SD. And thirdly, states would use dramatic and catastrophic language in order to 
project to the assembly their interpretation of SD. The result is a juxtaposition of 
ideological frameworks. Throughout the research period it was evident that these 
frameworks were not static, they were constantly altering as certain issues were raised 
or delegated on the political agenda, as opinion changed, as allegiances altered or as 
the researchers understanding of the issues evolved. The question that must now be 
posed is : ‘What then does the above mean for the governance of SD within the UN 
and what bearing does this have on the relationship between a reflexive modernity 
and SD?’.

As has already been outlined in this paper, it is the language of risk that opens up the 
boundaries for a reflexive modernity. What is clear from discursive representations 
of SD amongst the world’s nations is the significant association with risk. This is a 
political discourse which consistently acknowledges the destructive nature of current 
development patterns. As discussed, it is this risk which is the driving force behind the 
arguments for a reflexive modernity. Moreover, three quarters of UNGD statements 
referred not only to their own risk but also risk that extends beyond their sovereign 
boundaries. What is suggested therefore is that underneath the diversity, and the 
ambiguity of SD within the UN, the single unifying element of risk exists. The following 
discussion will examine this proposition by exploring the theme of convergence. 

Convergence

This section represents the second substantive theme of SD identified from within 
the UNGA. Initially, this section elaborates on the overall association of risk with SD 
inside the UN, which will be followed by looking more closely at the consequences 
for national SD that emphasises a global risk. To examine the association of risk with 
each country individually is beyond the scope of this paper. There is, however, utility 
in examining variations within some of the major subgroups within the UN system. A 
total of 67 per cent of the UNGD statements that referred to SD directly connected it 
to specific forms of risk. Another 22 per cent made connections to risk, though these 
were vague and often de-contextualised. It was expected that there would be wide 

45	  57th United Nations General Assembly General Debate
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disparities between the developed and developing nations, with those countries at 
immediate risk from social and environmental problems having the highest proportion 
of risk association. This however, proved not to be the case; an analysis was performed 
of the major alliances of nations as they exist within the UN. These alliances represent 
substantial geographical, social and political diversity. They include the Group of 77, 
the European Union, the Association of Small Island States and the League of Arab 
Nations. 

The European Union indicates the highest association with risk at 77 per cent and the 
Association of Small Island States follows with 74 per cent. The Group of 77 had 65 
per cent and the League of Arab Nations 57 per cent. The association of increased risk 
with SD however does not go far enough in establishing the reflexive modernity. For 
Beck, risk must engender a new form of political co-operation that extends beyond the 
national territory. As indicated above, SD from within the UNGA, whilst diverse, points 
to a fundamental shift in the way nations perceive their relationship to internal risk 
and that of a more globalised risk. The following section will expand on these issues 
using various data sources from within the UN.

Boundless Risk

There is no doubt that each country articulated SD with reference to their own 
concerns and risk specific circumstances. However, what was evident was the way 
that risk beyond the national boundaries was also being incorporated into nationalistic 
agendas. Programme Officer 5 suggests that: 

Programme Officer 5 – “I am in little doubt that the uptake of SD is directly 
related to the need for members to cooperate with each other. Many problems 
today cut across borders and cannot be dealt with on a unilateral basis”.

It is argued here that SD represents a globalised risk and encompasses new forms 
of political co-operation. The internal risk of nations was consistently grafted to 
expressions of wider global risk. Austria’s statement substantiates the above remarks, 
and is representative of many other statements made:

“Austria’s disastrous floods in parts of Central Europe, including in my own 
country, in Asia and the Americas as well as droughts in other parts of the 
world, just before the start of the World Summit on SD in Johannesburg, were 
a painful indication of changes rendering SD even more important”. 46

The Austrian statement highlights its own plight by infusing its own risk with the risk 
that is collectively faced by other parts of the world, and uses past catastrophes and 
the ‘risk’ of future such events to elevate the necessity of the adoption of SD into 
governance frameworks. Global warming was a threat which was alluded to repeatedly 
within the context of SD. It was a risk recognised by many as being a phenomenon to 
which SD could be particularly applied. The complexity inherent within the processes 
of global warming could be easily accommodated within the ambiguity of SD. Such 
observations substantiate assertions that SD is representative of globalised risks 

46	  57th United Nations General Assembly General Debate
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that are reshaping the sovereign status of the nation state. 47 In line with Frickel and 
Davidson48 what is observed are processes of rationalisation and legitimisation. These 
authors argue that, the rationalisation of the state towards sustainability as a goal is 
dependant on a new political discourse that translates into a crisis of state, as well as of 
environment. Evidence presented here indicates that just such a discourse is appearing 
in association with SD. However, extending this analysis, what appears in the UN is a 
discourse of crisis that appeals to all facets of life that operate beyond simply the 
environmental paradigm of SD. The ‘new political discourse’ of SD also moves beyond 
the interaction of one state to another to accommodate other sectors of society that 
produce an opening of the governance framework. The following discussion will 
examine SD’s role in opening up and accommodating the diverse governance issues.

Governing Diversity 

The UN is defined by, and must accommodate a broad spectrum of interests inevitably 
contained within a global community of nation states. Moreover, each nation does not 
represent a unitary entity operating in harmony within and beyond its borders. More 
accurately, the nation state is a dynamic maelstrom of diverse conflict, with each state 
achieving varying levels of internal stability for varying periods of time. As already 
indicated, Beck underlines the changing nature of the nation state as a principal 
indicator of the emergence of a reflexive modernity. Moreover, Beck highlights the 
importance of the altered structure of the nation state in processes of reflexive 
governance in light of the integration of the broader stakeholders in the governance 
structure: 

“… the idea that the existence of global civil society renders the renewal of 
state-oriented politics superfluous, the same does not hold of the new and as 
yet untested idea that civil society might itself as it were seize power. Indeed, 
such a symbiosis of civil society and inter-state cooperation constitutes the very 
nature of reflexive governance”. 49 

Drawing on Beck’s statement then, outside of the borders of the nation state, alliances 
are formed and broken, frequently altering the geopolitical tapestry of the world. 
This internal and external dynamic is represented in the governance structure of the 
UN, and is informed by earlier claims in this paper that the UN is a site of contested 
ideologies. Such an understanding is the first step in unravelling the role of SD within 
the UN and the role that it plays in governing this diversity. Rhetoric from the members 
of UNEP as well as broader UN secretariat continuously emphasised SD as a dynamic 
process that was not static but constantly changing in response to broader social, 
environmental, political and economic issues. This indicates the concepts capacity to 
engender a state of reflexive governance and indicates the emergence of a reflexive 
modernity more broadly. Interviews with UNEP officers proved to be particularly 

47	  Ulrich Beck, Cosmopolitan Vision, Cambridge, Polity Press, 2006; Ulrich Beck, World Risk Society. Malden Mass, 
Polity Press, 1999

48	  Scott Frickel and Debra Davidson ‘Building Environmental States: Legitimacy and Rationalisation in Sustainability 
Governance’, International Sociology, Vol 19, No 1 2004, p.89-110

49	  Ulrich Beck, Cosmopolitan Vision, Cambridge, Polity Press, 2006, 23
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insightful for understanding these processes. Programme Officer 4 was asked if he felt 
that nation’s governments would have difficulty internalising a process as opposed to 
a concrete prescription: 

Programme Officer 4 – “It is something that we are definitely starting to see. 
Everybody knows it must be done but there is little evidence of what it is that 
can be done or should be done, this to us is very worrying. But as you have seen 
we are not dealing with absolutes”. 

Clearly, Programme Officer 4 expresses that there is no absolute and definitive 
form that SD takes when conveying various messages of environmental, social and 
economic issues. What was clear from Programme Officer 4 and other Programme 
Officers was an increasing recognition of the important role that SD was playing in 
national frameworks, with governments anxious to integrate sustainability rhetoric 
into their own governmental agendas. Programme officers made frequent reference 
to the ‘opening up’ of the governance process, with many different sectors of society 
being ‘invited’ to participate in the governance process. So whilst national perceptions 
of SD are undoubtedly diverse and contested, often ambiguous and lacking substance, 
underpinning this is a fundamental shift in the operation of governance processes. 
It is in this context that the discursive representations of SD within the 57th UNGA 
holds its most politically active role. Many sources from within the UN indicated that 
SD represented a ‘convergence’, not of a single ideology but of a ‘conglomerate of 
multiple ideological perspectives’ around which not only different nation states could 
communicate, but also different sectors of society. Such sectors include various 
non governmental organisations and multinational corporations.50 Based on these 
observations this paper suggests that what is often seen as the inert political dialogue 
of SD is more a representation of a new form of global co-operation underpinned by 
common global risks. 

Thus far, this paper has achieved a number of goals. It has explored the diverse 
interpretations of SD. Following this it was suggested that through an association 
with risk the concept can also represent a convergence of SD perception. It is argued 
that this convergence has facilitated new forms of political interaction, particularly 
with regard to the nation states ability to deal with new forms of global risk, and the 
incorporation of wider societal actors in the governance process. These observations 
go a considerable distance in exploring the relationship between SD and a reflexive 
modernity. However, standing alone these elements are insufficient to appropriately 
understand the relationship. The following section will look more closely at the way 
that underlying knowledge formations, contained in representations of SD influence 
the governance framework. In order to achieve this SD must be observed in use within 
the active governance frameworks. This is achieved by examining the way SD is utilised 
in the context of resolution negotiation.

50	  Tariq Banuri, and Adil Najam Civic Entrepreneurship; A Civil Society Perspective on Sustainable Development, 
Volume 1, A Global Synthesis. Islamabad. Grandhara Acadamy Press, 2002; Tapper, R. ‘Global Policy, Local Action? 
International Debate and the Role of NGO’s’, Local Environment, Vol. No 1 p. 1996, 119-126; Konrad Von Moltke 
‘Governments and International Civil Society in Sustainable Development: A Framework’, International Environ-
mental Agreements, Vol.2, No 4, 2004, p.339-57, 2004
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Dissolution

The above discussions on SD and its relationship to a reflexive modernity have focused to 
a large degree on data taken from the UNGD statements and the interviews with UNEP 
officers. This has been combined with broader observational institutional ethnographic 
data. The following section examines the implications for the relationship between 
SD and a reflexive modernity as it emerged in the forum of resolution negotiations. 
Resolutions are the building blocks of international regime development and have far-
reaching implications for wider society. Witnessing the use of SD within the resolution 
negotiation framework provides insights into the contextualisation of SD and its 
working integration into governance dynamics. Negotiations took place at definitive 
stages. These ranged from ‘informal informal’ discussions to formal meetings. Venues 
varied from the UN cafeteria to one of the smaller conference rooms within the UN’s 
headquarters through to plenary discussions at the UNGA main hall. 

Many informal discussions with representatives from governments and the UN 
secretariat tentatively suggest an entrenched and unprecedented political realignment 
based around the principles of SD caused by the increased complexity of global risk 
phenomena. For example, discussions with various negotiators in a number of contexts 
suggest deeper processes and consequences of the use of SD in the negotiation 
process: 

Negotiator – “SD can change the balance yes, of course there remains the 
constant tension between the rich and the poor but the complexity of issues 
being discussed provide room to manoeuvre, the smaller countries will have 
a tougher ride but that doesn’t mean we can’t achieve our goals. Because it is 
increasingly recognised that issues are very complicated definitive statements 
are very difficult to make, I think this works to our advantage”.

The above statement is representative of substantial opinion on the role that SD plays 
in the negotiating forum. Further discussions brought to the surface the role that 
scientific processes played in positioning SD within negotiations. What emerged was a 
language of uncertainty. Notions of uncertainty and ambiguity were evident throughout 
the UNGA on issues concerning SD. This finding supports an ever growing body of 
literature that points to the need to understand the role that this uncertainty plays in 
the achievement of goals for SD and risk governance more broadly.51 This is indicative 
of the nature of the concept, as Voss et. al.52 point out: “SD as a policy goal focuses on 
long-term dynamics of socio-ecological systems in a global context and transgresses 
traditional knowledge domains”.53 SD is recognised as drawing into question the very 

51	  Ulrich Beck, World Risk Society. Malden Mass, Polity Press, 1999; Nuria Castells and Jerry Ravetz, Science and 
Policy in International Agreements. Lessons from the European Experience on Trans-boundary Air Pollution’, In-
ternational Environmental Agreements: Politics, Law and Economics, Vol. 1, 2001, p. 405-25; Silvio Funowicz, 
Jerry Ravetz and Martin O’Conner, ‘Challenges in the Use of Science for Sustainable Development’, International 
Journal of Sustainable Development, Vol. 1, No 1, 1998, p. 99-107; Sheilla Jasianoff , ‘Contested Boundaries in 
Policy Relevant Science’, Social Studies of Science, Vol.17, 1987, p. 195-213; Ortwin Renn, Risk Governance, Cop-
ing with Uncertainty in an Uncertain World London, Earthscan (2008)

52	  Voss, J-P. Bauknecht B., and Kemp, R. (eds.) . Reflexive Governance for Sustainable Development, Cheltenham, 
Edward Elgar, 2006

53	  Voss, J-P. Bauknecht B., and Kemp, R. (eds.) . Reflexive Governance for Sustainable Development, Cheltenham, 
Edward Elgar, 2006, 8
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nature of knowledge formation to such a degree that some commentators have begun 
to utilise the language of SD in formulating models of scientific enquiry. In particular, 
Ravetz54 points to the increasingly important role that the complexities inherent in SD 
play in scientific enquiry. Ravetz argues that the term precautionary science should 
now be advanced in order to accentuate themes such as science in relation to nature, 
industry, society and democracy. Within UNEP, it was recognised that governmental 
representatives are dependant upon the scientific community for consistent advice 
in the effective development and negotiation of policy. Three ways in which scientific 
advice imposes on the policy agenda are identified. Firstly, science sets the terms and 
the parameters of the debate. Secondly, scientific knowledge provides a legitatory 
element to the negotiations. Thirdly, science provides a standardising mechanism 
upon which policies can be negotiated and subsequently implemented. However, it 
was also acknowledged that SD as a discursive mechanism within these debates poses 
some what of a conundrum for these aforementioned criteria:

Programme Officer 1 – “there has to be a scientific basis for issues being 
discussed otherwise there would be nothing to build on, nothing to negotiate 
with. But it is fair I think to say that when it comes to using SD great care 
needs to be taken on the context that it is used in. it has been my experience 
that outcomes of using the term have been positive but also negative. It has 
sometimes a paradoxical effect and I personally don’t see any way of resolving 
this, perhaps this is the main point”.

What the programme officer indicated was that the effects of using SD within a 
negotiative framework were unpredictable, but that this unpredictability could be 
seen in both a negative and positive light. In essence, what is being alluded to at this 
stage is the reflexive nature of SD within the context of resolution negotiations. It is 
argued that on the strength of these findings SD within the UN fulfils the criteria laid 
down for assessing the validity of a reflexive modernity on three main counts. Firstly, 
the rise in SD at the national and international level is a direct response to the rise in 
globalised risk. 

Secondly, there is an observed alteration to the political dynamics of the nation state. 
Globalised risk is articulated through SD, so that there is a dynamic between national 
imperatives and broader global phenomena that permeate the national boundaries. 
This has engendered a situation where the internal and the external, the domestic and 
the foreign can no longer be separated in any meaningful way. However, this paper 
has shown that SD articulated through the language of risk by nearly every nation of 
the world move beyond discussions that recognise the hollowing out of the state on 
the global stage. Empirical evidence indicates that there is a common global goal from 
both developed and developing nations to readjust developmental patterns. It is not 
suggested here that such observations show equality between nation states. Instead, 
it is suggested that reflexivity is now in operation on a global scale. 

Thirdly, this paper has highlighted the way that scientific processes are intimately 
connected to social and political processes. Through observations of resolution 

54	  Jerry Ravetz, The Post Normal Science of Precaution, Futures 36, 2004, 347-57
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negotiations it has been argued that SD is the embodiment of a language of uncertainty 
that is created by global risks, such as global warming, that often confound conventional 
cause and effect analysis. The very scale of global risk opens a negotiated dialogue 
between scientific process and the policy based on uncertainty that is inherently 
reflexive.55

Conclusion

This paper has explored the notion that discursive representations of sustainable 
development within the UN indicate the emergence of a reflexive modernity. This was 
achieved in five stages. The first, critically examined Beck’s World Risk Society’ with a 
particular emphasis on the reflexive modernity. Section two introduced SD and expanded 
on the primary proposition of this paper that there is an intimate relationship between 
SD and reflexive modernity suggesting that a symbiotic relationship exists between 
the two concepts. Section three expanded on the nature of governance and related 
this to the primary case study, the UN. Section four introduced the methodological 
framework used and elaborated on the nature of ethnographic research arguing that 
the qualitative approach was the most appropriate for this research. Using the themes 
of convergence, divergence, and dissolution, section five introduced the empirical 
findings and drew initial conclusions concerning the relationship between sustainable 
development and reflexive modernity.

Overall, these observations present an initial foray into the relationship between SD 
and reflexive modernity. There are no claims that there has been a comprehensive 
assessment of the dynamic that exists, nor a full expose of the consequences they 
entail. More, what is offered here is an initial insight into the relationship that 
provides a platform for future research on the nature of governance, sustainable 
development and reflexive modernity. From a theoretical standpoint and in a limited 
fashion, this paper has provided empirical ammunition to Beck’s claims that a form of 
reflexive modernity is now in operation. Using SD as a vehicle, future research should 
endeavour to build on these observations and explore further areas where reflexive 
processes impinge on governance structures, not just at the global scale but also at 
the local and individual levels.56 From a policy perspective this paper offers actors a 
fresh understanding of the potential consequences of governance decisions with an 
emphasis on the need to initiate flexible governance structures that are constantly 
responsive to rapidly altering global processes.

55	  Gregory J. Borne, Sustainable Development: The reflexive Governance of Risk. New York, Edwin Mellen Press, 
2010

56	  Gregory J. Borne, Local Sustainable Development Governance in a Global Context. In ‘The Handbook of Envi-
ronmental Governance’ (Burns Eds). World Scientific, 2009a; Gregory J. Borne, Achieving Sustainable Lifestyles 
or Encouraging a Counter Reflexivity: Exploring Motivations for Sustainability in a Mediated Risk Society, Local 
Environment Vol 14, No 1 2009b, p 93-107
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Introduction

This paper argues that Turkey’s experience with economic crisis in 2001 demonstrates 
the effects of the investment model of economic development interacting 
simultaneously with the liquidity model. Investment model focuses on pull factors. 
“Rich country investors continuously evaluate profit opportunities at home and abroad, 
and when growth prospects in less developed countries (LDCs) seem favorable, they 
make the decision to invest” says Michael Pettis, as he explains the cycles of hot money 
inflow to LDCs according to this model.1 Liquidity model, however, puts emphasis on 
the changes in the liquidity of rich country markets as determining forces to invest 
abroad. Therefore, ‘capital investments precede and cause growth.’2

These two theories in concert help explain Turkey’s economic crisis in 2001, its 
resurgence following the crisis, and Turkey’s recent economic distress during the 
current global financial crisis.

This paper argues three main points. First, capital flows in and out of Turkey can largely 
be explained by the liquidity model of development. Secondly, Turkey’s reforms helped 
attract those capital flows and effectively “put Turkey on the map” in the eyes of global 
financial markets, thus rendering Turkey an attractive target for global liquidity. Finally, 
Turkey’s reforms, although helpful, did not promote long-term sustainability, thus 
leaving Turkey vulnerable to fluctuations in global liquidity.

Authors of this paper conclude by discussing the prognosis for Turkey’s economic future 
and providing several recommended policy reforms that may help Turkey establish 
itself as a more modern and sustainable destination for international investment.

In order to apply liquidity and investment economic models, that are mainly developed 
for emerging markets, to Turkey, it is essential to see emerging market characteristics 
of the country. Turkey has several commonalities it shares with other well-known 
emerging markets (EMs) and place it in this category. Turkey is a significant regional 
power with large population and a large market. It is the 17 largest economy with 794.2 
billion USD GDP according to 2008 World Bank data. Another major characteristic of 
EMs is replacement of traditional economies with open door policies via economic 
and political reforms, which we will elaborate in coming sections. Turkey has similar 

1	  Michael Pettis, The volatility machine: emerging economies and the threat of financial collapse, (New York: Ox-
ford University Press, 2001), (pg. 35).

2	  Ibid (pg. 36).
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per capita incomes as many other prominent, similarly situated emerging markets 
such as Mexico, Indonesia and Iran.3 Its financial markets also bear several positive 
indicators of an emerging market: there is significant volatility in Turkey’s equity and 
credit markets and Turkey’s currency experiences significant and frequent fluctuations. 
Figure 1 below compares spreads in Turkey’s bond markets with the JP Morgan 
Emerging Market Bond Index (EMBI), which is a way to track total returns for traded 
external debt instruments in the emerging markets. The figure shows how Turkey is 
very much on the same track with the fluctuations in the index. 

Political instability is another EM characteristic Turkey shares with countries such as 
Russia, Argentina, and India. The 2001 economic crisis was famously precipitated by 
an altercation between the Turkish President Ahmet Necdet Sezer and Prime Minister 
Bülent Ecevit during a meeting at which the President threw a physical copy of the 
Turkish Constitution in the face of the Prime Minister. Within hours, nearly USD 4 billion 
had left Turkish markets, and three days later the Turkish currency was devalued. 

Figure 1 Credit Spreads versus the EMBI+

Source: JP Morgan

Finally, excitement over Turkey’s growth prospects have led Goldman Sachs to label 
Turkey one of the “Next Eleven” countries that are poised to experience dramatic 
growth.4 Some of Turkey’s proponents have gone so far to suggest that Turkey has such 
growth potential it should be considered amidst the “BRICs,” putting it on par with the 
well-known cases of Brazil, Russia, India, and China.

The well-known 2001 economic crisis has been selected as the mile stone for this paper 
because it was the impetus for the economic reforms that contributed to the mid-
2000s resurgence in the Turkish economy and financial markets. Since the crisis was so 
far-reaching and foundational, we cover it here briefly with quick facts. In 2001:

•	 GDP growth fell to -5.7% (down from +3.8% in 2000);

•	 the Consumer Price Index soared by 54.9% year-to-year;

3	  For example: Turkey -- $9,400;  Mexico – $12,500; Iran -- $12,300; Indonesia -- $3,400

4	  Dominic Wilson and Anna Stupnytska, The N-11: More Than an Acronym, Goldman Sachs Economics Paper No: 
153, March 28, 2007, available at www.chicagobooth.edu/alumni/clubs/pakistan/docs/next11dream-march%20
’07-goldmansachs.pdf. 
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•	 the Turkish Lira depreciated 51%; 

•	 unemployment rose to 10%; 

•	 real wages were reduced by 20%.

An efficient cause of the Turkish financial crisis, as we have seen across the board in 
relevant case studies, was a large “double mismatch” in the banking sector. Turkish 
banks had borrowed excessively in foreign-denominated debt in the short-term and 
had loaned out in domestic currency in the long-term. When the economy began 
experiencing crisis, stoked by significant political instability, the banks were caught in 
an untenable situation.	

As a result of the 2001 economic crisis, Turkey enacted an expansive set of reforms 
to revitalize its economy and financial system. Turkey’s most important reforms 
were in (1) the regulatory system, (2) the privatization process, and (3) in its fiscal 
and monetary policy. During this post-2001 period, the global financial markets 
experienced a significant increase in liquidity, which helped set the stage for Turkey’s 
economic expansion, and indeed, was the main driver of that expansion. 

Several important domestic factors contributed to Turkey’s ability to expand. First, a 
pro-European Union government was elected in 2002, which signaled to the global 
financial markets that Turkey was prepared to take the steps necessary to encourage 
further development. Further, the International Monetary Fund and World Bank 
announced the “Revised Strengthening of the Turkish Economy 2002-2004 Program” 
soon after the new government’s election, further stoking optimism in Turkey’s future. 
Clearly, following the 2001 economic crisis, the stage was set for Turkey to rise from 
the ashes.

Regulatory Reforms

The summer of 2003 marked a period of intense regulatory reform for Turkey. Indeed, 
the scope and variety of Turkey’s reforms in such a short period of time indicate the 
country’s willingness to respond rapidly to economic conditions and to take the drastic 
steps necessary to ensure future economic prosperity and stability. As we argue, those 
reforms aided in creating temporary economic development, but failed to create 
economic stability in the long-term.

In the short-term, however, Turkey’s regulatory reforms created an environment in 
which the increase in global liquidity was able to find its way into Turkey’s financial 
markets. The most significant reforms follow:5 

Foreign Direct Investment Law No. 4875 (June 2003)

The new FDI provisions removed the requirement that a foreign company, in order 
to create a new company in Turkey with foreign capital, obtain a permit.6 Formerly, 
an interested company would have to get approval from up to twenty government 
organizations to get such a permit. The bureaucracy that resulted was rampant, 
discouraged investment, and created the manifest potential for cronyism and 

5	  Note that these reforms took place immediately following the Enron disaster in the United States.  Indeed, some 
of the Turkish reforms are strikingly similar to the provisions in the Sarbanes-Oxley act in the United States.

6	  However, all companies must still formally register with a Turkish regulatory institution as required by the Turkish 
Commercial Code.
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corruption. Today, the International Finance Corporation claims that “company 
formation procedure in Turkey has become one of the easiest in the world.”7

Secondly, the FDI law created a new, comprehensive equality principle that created 
equal duties and privileges for foreign and domestic companies. This equal treatment 
permitted foreign companies to compete on equal grounds with domestic companies, 
thereby encouraging further investment.

Turkish Capital Markets Board Law (July 2003)

The Turkish Capital Markets Board (CMB) Law expanded the existing powers of the 
independent authority that oversees Turkey’s financial markets.8 The CMB law also 
included a small-shareholder-friendly provision. This “mandatory offer” provision 
requires that, if an individual or group of individuals or firms working in concert were 
to acquire 25% of a company or take over management of a company, that individual or 
group of individuals must make a fair, good faith offer to purchase the entire company.9 
This law was enacted in response to situations in which a controlling shareholder acted 
in ways that would unfairly prejudice minority shareholders, especially retail investors, 
both foreign and domestic. Reforms such as these made the Turkish financial markets 
much more attractive to investors from a variety of backgrounds, but especially small 
investors.

Enhanced Corporate Governance and Disclosure Laws (July 2003)

These laws require broad disclosure on the part of public companies. In the context 
of a public offering, for example, the Capital Markets Board itself reviews corporate 
documents of registered companies to determine whether “there are any share 
transfer restrictions affecting the liquidity of the shares to be offered or any provisions 
contrary to rights of minority shareholders.”10 Extraordinary measures such as these, 
which directly benefit minority shareholders, have encouraged investment from 
parties with a broad array of investment expertise and resources.

Further, the CMB requires a company to disclose any material change in its policies, 
financial matters, or assets of the company that may affect an investor’s judgment of 
that company as an investment target.11 These disclosure requirements are incredibly 
broad and, although somewhat onerous for the entities that must comply with them, 
appear to have encouraged investment in Turkish capital markets.

Expanded Privatization Laws (August 2003)

The main goal of Turkey’s new privatization laws is to accelerate the process of 
privatizing government assets. The Privatization Law No. 4046 was first enacted in 
1994 and provided the general framework for privatization in Turkey.12 Revisions to 

7	  Elvan Aziz and Burcu Doner, Private equity and venture capital regulations in Turkey, Paksoy & Co. (2004), avail-
able at www.paksoy.av.tr/pdf/Private_equity_and_venture_capital_regulations.pdf. 

8	  The CMB has similar responsibilities and powers as the Securities and Exchange Commission in the United 
States.

9	  Aziz and Doner, (2004). 

10	  Aziz and Doner, (2004), (p. 2).

11	  Aziz & Doner, (2004), (p. 3).

12	  United Nations, available at unpan1.un.org/intradoc/groups/public/documents/apcity/unpan018681.pdf
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the privatization laws were put into effect via Law 4971. The privatization laws are 
designed to:

•	 expand the scope of assets to be privatized,

•	 provide adequate framework, funds and mechanisms to speed up privatization,

•	 establish a social safety net for workers who lose their jobs as a result of privatization, 
and

•	 establish the Privatization High Council and the Privatization Administration to 
facilitate the decision-making process in the privatization endeavor.13

Banking Restructuring and Reform (January 2002)

Banking reforms during this period were modest but important. The main reform was 
an increase in capital requirements for banks.14 Capital adequacy requirements were 
raised to a ratio of own funds to risk-weighted assets, non-cash loans, and obligations 
at a minimum of 8%.15

Also significant, yet not government implemented, the phenomenon of “creative 
destruction,” combined with M&A activity reduced the number of banks from 81 to 
54 during the 1999 to 2002 period, thereby concentrating assets in fewer banks which 
increased banks’ ability to maintain adequate capital reserves. 

Above mentioned regulatory reforms set the stage for broad economic expansion 
and drew more attention to Turkey from the global financial markets. This situation 
created a positive feedback loop that drew more investment to Turkish markets. As a 
result of these reforms and the increased global liquidity available at that time, Turkey 
witnessed a 500% increase in its ISE 100 stock market index from 2003 to 2007 and 
an 800% increase in foreign direct investment between 2002 and 2007. Turkey’s post-
2001 reforms, in conjunction with the staggering availability of global liquidity during 
this period, led to unprecedented economic growth in the country. Year-to-year FDI 
went from a paltry $20 billion USD in 2002 to approximately $160 billion USD in 2007, 
an 800% increase. 

Figure 2 Cumulative FDI Inflows

Source: Undersecretariat of Treasury

13	  Id.

14	  Thompson, Berker & Scott, Turkish Bank Capital Adequacy – Too Little, Too Late, Fitch Ratings, May 1, 2002, avail-
able at www.econturk.org/Turkisheconomy/fitchratings.pdf. 

15	  This capital adequacy requirement is in line with the Basel risk-based capital minimum threshold.
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Turkey’s equity markets, measured by the broad ISE 100, leapt 500% from 2003 
to 2007. Again, we argue that this resurgence in Turkey’s markets would not have 
occurred in the absence of the global liquidity surge. As Pettis puts it, “when Chile 
for example, is benefiting from improvements in these underlying factors, there is 
no reason to assume that, coincidentally, Turkey, New Zealand, and Austria are also 
undergoing political and economic changes that suddenly make them better places in 
which to invest.” (pg. 53). This argument in support of the liquidity model is showing 
one of the reasons for expansion of FDI into Turkey but this flow would not have been 
effective or even possible if Turkey had not done the necessary changes in its law and 
regulatory system. In other words, Turkey, as opposed to other emerging markets, 
would not have been a target for such liquidity had it not made the above-mentioned 
reforms.

Figure 3 Stock market index 
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Privatization revenues during this period were also significant. As a result of the new 
privatization laws, which were designed primarily to accelerate the process, USD 30 
billion were collected as a result of privatizations between 2003 and 2009. 

Figure 4 Privatization Revenues

Source: Undersecretariat of Treasury
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Monetary Policy Reforms

In addition to the above mentioned regulatory reforms Turkey engaged in several 
significant monetary policy reforms. In 2001, Turkey was already implementing a 
standby agreement with the IMF, which was signed at the end of 1999 (see Table 
1). This stabilization program employed a pre-announced crawling peg exchange rate 
regime. According to Ozatay and Sak, the novelty of the managed floating exchange 
rate system was that both the exit strategy and the date of exit were publicly known 
from the onset of the program.16 According to the plan after 18 months of a crawling 
peg, the exchange rate would be allowed to fluctuate in a continuously widening band. 
However, four months before the exit date, political crisis and instability in Turkey 
caused overnight rates to spike, reaching 6200 basis points uncompounded. The 
Central Bank had to surrender its pegged exchange rate system in February 2001.17

Although it was earlier than planned, Turkey has moved on to a floating exchange 
rate regime. The main principles of which state that: the rate shall not be used as a 
monetary policy tool and the Central Bank does not have any specific exchange rate 
target. Exchange rates are to be determined by supply and demand conditions in the 
foreign exchange markets. One positive effect of a floating exchange rate system is 
that the Central Bank does not lose its foreign exchange reserves while defending the 
exchange rate. Instead, it can interfere in the market, albeit implausibly, via exchange 
auctions. According to Husain, Mody and Rogoff, an exchange regime does not have 
a systematic effect on inflation or growth in emerging markets. However, it is argued 
that pegged systems make these markets vulnerable to banking and exchange rate 
crises.18

Table 1 Lastest IMF agreements

  Date of Expiration Amount Approved Amount Drawn

Type Arrangement Date (SDR Million) (SDR Million)

 Stand-By  May 11, 2005  May 10, 2008 6,662.04 6,662.04

 Stand-By  Feb 04, 2002  Feb 03, 2005 12,821.20 11,914.00

 Stand-By  Dec 22, 1999  Feb 04, 2002 15,038.40 11,738.96

 of which SRF  Dec 21, 2000  Dec 20, 2001 5,784.00 5,784.00

After Turkey’s 2001 financial crisis, the Central Bank was made an operationally 
independent body with the policy target of achieving price stability. Central Bank Law 
No. 1211 was amended in 2001 to include the phrase: “the Bank shall enjoy absolute 
autonomy in exercising the powers and carrying out the duties granted by this Law 
under its own responsibility.”19 With this powerful amendment, the main objective of 
the Bank became achieving and maintaining price stability. The Bank was allowed to 
choose its own monetary policy instruments by which to achieve those goals. 

16	  Ozatay, F and Sak, Guven, “The 2000-2001 Financial Crisis in Turkey”, (CBRT Publications, 2002).

17	  Ozatay, F and Sak, Guven, “The 2000-2001 Financial Crisis in Turkey”, (CBRT Publications, 2002).

18	  Husain, A., Mody, A. and Rogoff, K.,“Exchange rate regime durability and performance in developing versus ad-
vanced economies.” Journal of Monetary Economics 52 (2005), 35-64. 

19	  CBRT web page. Available at: http://www.tcmb.gov.tr/yeni/eng/



Em
er

gin
g M

ar
ke

ts:
 Th

eo
ry

 &
 Pr

ac
tic

e /
 Tu

rk
ey

’s 
Re

fo
rm

s P
os

t 2
00

1 C
ris

is

60

Journal of  Global 
Analysis 

Another important institution, the Monetary Policy Committee (MPC), was established 
in 2001. The MPC has overlapping duties with those of the Board of the Central Bank 
of the Republic of Turkey (CBRT) in determining and implementing monetary policy. 
Additionally, the Committee gives priority to maintaining price stability, determining 
the inflation target together with the Government, and informing public via reports. 
As former Central Bank president Sureyya Serdengecti put it, “the Central Bank’s social 
responsibilities increased.”20

Law 1211 made significant changes to the Central Bank’s operations. Its duties are 
stated in the amended version: “as the lender of last resort, [the Bank] may provide 
daily or end-of-day credit facilities to the system against collateral to eliminate some 
payment problems to continue smooth operating financial markets against temporary 
liquidity shortages.” Article 56 of the Law titled ‘Operations Prohibited for the Bank’ 
makes it a truly independent body. The most relevant clause provides that: “the Bank 
shall not, grant advance and extend credit to the Treasury and to public establishments 
and institutions, and shall not purchase debt instruments issued by the Treasury and 
public establishments and institutions in the primary market.” These changes allowed 
the CBRT to pursue tight monetary policies in the following years.

Inflation targeting has been another concern for Turkey, a country with historically high 
inflation rates. At the end of 2001, inflation had increased 68% and reached a level of 
43% in annualized terms in June.21 Dealing with inflation was extremely important 
to restore credibility to the new monetary regime. The Central Bank started its 
operation as an implicit inflation targeter at the beginning of 2002. The reason for not 
starting with full-fledged inflation targeting was the extreme volatility in the market, 
making year-end inflation forecasts rather difficult. Some factors that contributed to 
this volatility included a restructuring of the economy in accordance with the new 
IMF program and the transition to the newly floating exchange rate system. Above 
all, excess sensitivity to economic and political “news” in international and domestic 
markets made the Central Bank’s inflation forecasts very unstable. The main indicator 
of this sensitivity is the risk premium, measured via the EMBI spread throughout 2000-
2001 (see Figure 5.)

Figure 5 Risk Premium Under Implicit Inflation Targeting Period (EMBI spread)

Source: JP Morgan

20	  Ibid.

21	  F. Ozatay and G. Sak, (2002).
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Implicit targeting proved to be a wise policy choice because the Central Bank succeeded 
in restoring credibility to the new monetary regime. Inflation dropped considerably 
over the period (Figure 6). The Policy impact of tight monetary policy was also apparent 
in the significant drop of inflation from levels of 58% to 10% by 2005. Explicit inflation 
targeting started in 2006. 

Figure 6

Source: Turkstat, CBRT.

These policies, on the other hand, led to the appreciation of Turkey’s exchange rate. As 
the Turkish Central Bank restricted its monetary policy target to reduce inflation, the 
value of Turkish lira was to be determined by market forces. In this process, the Turkish 
lira depreciated approximately 40% in real terms against the USD22 (see Figure 7.) 

2008 OECD report illustrates the policy dilemma of emerging economies, particularly 
Turkey. As monetary policy makers try to enhance the credibility of a given macroeconomic 
framework, market interest rates remain high relative to international standards. This 
causes capital inflows, and therefore the economy becomes fragile to a sudden stop of 
those inflows. 23 

Figure 7
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Fiscal Policy Reforms

Turkey experienced a major fiscal tightening between 2001-2005. Determined fiscal 
austerity and significant privatization efforts were very effective in decreasing its public 

22	  E. Yeldan and E. Voyvoda, “Turkish Macroeconomics under the IMF Program: Strangulation of the Twin-Targets, 
Lopsided Growth and Persistent Fragilities”, (2005).

23	  OECD Economic Surveys: Turkey, Volume 2008/14, (2008), (pg. 117).
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debt. Turkey has maintained a public sector primary surplus of more than 6% of GNP 
during 2004-2006. Net public debt fell from 66.4% to 34% of GDP.24 Figure 7 shows 
the sharp decline in the public debt of Turkey starting in 2002. A decline in debt stock 
means a decline in interest payment on these debts as well – interest on debt was as 
high as 25.4% of the GDP in 2001, and declined to 9.6% in 2005. On the spending side, 
a new Financial Management and Control Law (PFMC) was enacted in 2003 to establish 
a control mechanism in public fiscal management. Setting expenditure priorities and 
annual budget ceilings were some of the other measures taken to bring down public 
debt.25 This new financial management system exemplifies the transparency and 
accountability trend observed in the post-2001 reforms. 

 Figure 7 Public debt % of GDP
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A 2006 World Bank report states that improvement in public debt financing was mainly 
revenue driven, due to substantial tax reform efforts achieved between 1999-2001. 
This balance shifted towards the expenditure side in the post-2001 years.26

Almost all of the 6.1 percentage points of GDO increase in Consolidated General 
Government (CGG) primary surplus came from revenue increasing measures, 
specifically from higher indirect taxes. Indirect tax revenues increased from 11.7% of 
GDP in 199 to 16.7% in 2005. 

Recovery Report Card

Two characteristics of Turkey’s growth following the 2001 economic crisis were that 
it was fueled by inflows of “hot money” and it was accompanied by high rates of 
unemployment. In short, it was jobless growth. Although capital inflows seem to be 
successful in terms of financial markets’ trust in Turkey’s stability, it can quickly turn 
into a weakness in case of a speculative attack; similar to the massive hot money 
outflows in February 2001. 

The rate of open unemployment was 6.5% in 2000. It rapidly increased to 10.3% in 
2002. The unemployment rates remained the same despite consecutive positive GDP 

24	  Ibid (pg. 61).

25	  World Bank, “Turkey: Public Expenditure Review” Report No. 36764-TR, (Washington, DC, 2006).

26	  Ibid.
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growth (approximately 7%). Figure 8 shows the unresponsiveness of unemployment 
rates to positive GDP growth over the years.

Figure 8

Source: EIU

Job creation has been anemic in the post-2001 era. Despite rapid growth performances 
across industries and services, employment creation was minimal. Growth was 
mainly generated through productivity gains associated with capital deepening. It 
was especially driven by private sector investment, modern domestic firms, foreign 
controlled firms, and emerging medium-sized enterprises.27

Spending on education, health care and infrastructure was extremely limited during 
this period. Central government capital spending has been reduced from 2.8% of GNP 
in 2002 to an estimated 2.1% of GNP in 2005 and 2006. These levels of government 
investment are inadequate vis-à-vis Turkey’s need for infrastructure development and 
maintenance.28

In 2004, Turkey spent approximately USD 1,100 per student in primary education, 
and USD 1,800 per student in secondary education, compared to an average of USD 
5,500 and USD 7,300 respectively for OECD member countries. In this respect it lags 
significantly behind many emerging markets such as Estonia, Russia, Chile, Mexico, 
Poland, Greece, and S. Korea, among others. 

Public spending on health care is likewise considerably lower than the OECD average. 
Such spending is only USD 418 compared to the Czech Republic, Greece, Hungary, 
Ireland, Korea, Mexico, Poland, Portugal, the Slovak Republic, and Spain, which spent 
on average USD 1,135 on health care. On top of all, regional disparity is another issue 
regarding education and health services’ quality. 

Current Developments in the Turkish Economy 

Although concealed by high-growth performance due to favorable global liquidity 
conditions up until September 2008, the weaknesses of the Turkish economy became 
more visible during the current global financial crisis. 

27	  OECD Economic Surveys: Turkey, Volume 2008/14, (2008), (pg 22-24). 

28	  Ibid. (68-70).
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Despite significant reform in key economic and regulatory areas in the post-2001 
crisis period, vulnerabilities remained; especially concerning the large current account 
deficit, volatility of exchange rates, increased private sector indebtedness, and 
persistent unemployment. Given that the growth of Turkey’s economy was mainly 
financed by foreign capital inflows, shifts in external market conditions and investor 
sentiment added to the vulnerabilities of the economy. These fragilities increased 
Turkey’s risk premium in international markets, resulting in very high real interest 
rates.29 This consequently fed the ‘high interest rate-hot money inflows’ cycle and 
resulted in ‘speculative-led growth’.30 

The global financial crisis precipitated the end of this speculative growth period, and 
the Turkish economy is now experiencing a severe economic downturn. Deteriorating 
liquidity conditions in the global financial markets and worsening external and internal 
demand are mainly responsible for the slowdown in the economy. 

In the following sections, recent economic performance of the Turkish economy and 
the impacts of the global financial crisis will be analyzed and several recommendations 
for attaining sustained growth will be discussed. 

Growth Prospects

Until the reversal of favorable global economic conditions in 2008, Turkey registered 
above 5% GDP growth rates annually since 2002, except for 2007 when the real GDP 
growth was slightly below 5%.31

The strong growth performance of the economy also continued in the first quarter of 
2008, with GDP in real terms growing by 6.7%. This created the impression that the 
recent global crisis would bypass Turkey.32 After all, the global crisis that originated in 
the US economy was believed to be predominantly financial in nature and the Turkish 
financial system was seen to be robust enough to confront the rising anxiety in the 
global economy – especially after the reforms implemented following the 2001 crisis. 

However, as the global financial crisis evolved into a global recession, the impacts of 
the unfavorable economic conditions began to be felt more seriously in Turkey. GDP 
growth rates turned out to be much weaker in the subsequent quarters of 2008. 
According to the Turkish Statistics Institute, the real GDP grew by only 1.1% in 2008.33

The main causes behind the weak growth rates have been shrinking domestic and 
external demand, and cuts in private sector investments. The latest press release of 
the Turkish Statistics Institute on manufacturing industry tendencies reveals that the 
capacity utilization rate of the industry fell to 64.7% in March 2009. This amounts to a 

29	  OECD, “OECD Economic Surveys: Turkey”, ISBN 978-92-64-04555-2, (2008), (pg.21). 

30	  Yeldan, A. Erinc, “Turkey and the Long Decade with The IMF: 1998-2008”, (2008).

31	  Turkish Industrialist’s and Businessmen’s Association (TUSIAD), “Quarterly Economic Outlook”, Issue 23, January, 
2009, pg. 2, web source: http://www.tusiad.org/tusiad_cms_eng.nsf/DKEko/Issue:23/$File/QEO23.pdf  

	 The official growth rate target was set at 5% throughout the period covering 2002-2007 in line with the IMF 
program guidelines. Although Turkey experienced much higher growth rates in the given period (realized growth 
rates were 9.4% in 2004, 8.4% in 2005 and 6.9% in 2006, for instance), the official targets were not revised up-
wards. Yeldan (2008) interprets this as a sign of Turkish economic policy being guided by the IMF.  

32	  Ibid. TUSIAD (2009), (pg. 2).

33	  Turkish Statistics Institute, “Press Release No. 52 on the Gross Domestic Product-2008 IVth Quarter”, 31 March 
2009, Web source: http://www.turkstat.gov.tr/PreHaberBultenleri.do?id=4026 
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decline of 16.5% compared to its level in March 2008. A 52.7% contraction in domestic 
demand and a 29.5% decline in external demand for the given period were the key 
determinants of declining industrial activity.34

These are clear signals from the private sector that indicate that the slowdown in the 
economy is likely to continue under current conditions. This is also confirmed by the 
latest revisions of the official growth rate expectations for the medium term, according 
to which the economy is expected to contract by 3.6% in 2009.35 The IMF’s growth 
forecast for the Turkish economy is less optimistic though, predicting a 5.1% contraction 
of GDP in 2009.36

Balance of Payment Developments: Current Account Deficit

Turkey faced the recent global financial crisis with a very large current account deficit. 
Despite high growth performance accompanying the economic and structural reforms 
that have been in place since 2002, investor sentiment with regard to the prospects for 
Turkish economy has been volatile. This was mainly due to the fragility imposed by the 
record high current account deficits during this period, which reached to 6.1% of GDP 
by August 2008.37

However, since the end of 2008, the current account deficit has narrowed drastically 
as the global economic conditions led to a decline in demand for both exports and 
imports. As depicted in Figure 9, the EIU estimates indicate that the current account 
deficit, which exceeded USD 50 billion in September 2008, would narrow down to 
around USD 15 billion by March 2009.38

Figure 9 Current Account Deficit (March 2009 Estimates)

Source: Economist Intelligence Unit (EIU)

As mentioned above, worsening external and internal demand conditions were 
responsible for the changes in current account balance. On the external demand 
side, slowdown in the European economies depressed Turkish exports considerably. 
Traditionally, the European Union has been the largest market for Turkish exports. 

34	 Turkish Statistics Institute, “Press Release No. 60 on Tendencies in the Manufacturing Industry-March 2009”, April 
10, 2009, Web source: http://www.turkstat.gov.tr/PreHaberBultenleri.do?id=4032  

35	 Republic of Turkey, “Pre-Accession Economic Program-2008”, (Ankara, 2009), (pg.21),
	 Web source: http://www.dpt.gov.tr/Portal.aspx?PortalRef=3  

36	  IMF, “World Economic Outlook: Crisis and Recovery”, April, 2009, Ch.2, (pg.78).

37	 Central Bank of the Republic of Turkey (CBT), “Financial Stability Report-November 2008”, Vol.7, (pg.11), 
	 web source: http://www.tcmb.gov.tr/yeni/eng/ 

38	  Economist Intelligence Unit Statistics
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Despite Turkish authorities’ efforts to encourage trade with neighboring countries and 
other regions with the objective to reduce the dependence on Europe as the major 
export destination39, Turkish exports to the EU still accounted for 48% of total exports 
in 2008.40 Consequently, the recession that prevailed in Europe caused a significant 
decline in Turkey’s external demand, and hence, a massive drop in exports, which had 
a negative impact on the current account balance. 

On the other hand, the decline in imports has been much pronounced than the decline 
in exports; and this led to an ultimate contraction of the current account deficit. The 
key reason behind the reduction in import levels was the sharp decline in domestic 
demand, which was due to declining private sector investments and cuts in industrial 
production.41 Furthermore, rapid decline in oil prices also helped narrow down the 
current account deficit because the energy sector is a major contributor to Turkish 
imports.

An analysis of the latest trade statistics by the Turkish Statistics Institute also points 
to the contraction in current account deficit as a result of declining economic activity. 
Although provisional, the data indicate that in February 2009 Turkish exports declined 
by 24.9% to USD 8.3 billion, compared to the same month of the previous year. Exports 
to the EU countries alone fell by 45.2%. On the other hand, imports fell by 47.6% to 
USD 8.4 billion, compared to February 2008. This led to a 98.4% decline in foreign 
trade deficit, compared to February 2008, which fell from USD 4.95 billion to USD 81 
million.42

Additionally, the volatility of the exchange rate significantly increased in response to 
global uncertainties, and the Turkish Lira has depreciated substantially following the 
recent global crisis. The foreign exchange (FX) rate was around 1.2YTL/USD in July 
2008, whereas it hovered around 1.80YTL/USD in the first week of March 2009. The FX 
rate was recorded at 1.66TL/USD on April 24th, 2009.43 Yet the weak external demand, 
especially in Europe, hinders Turkey’s ability to capitalize on export competitiveness 
that would normally arise due to the depreciation of domestic currency, and to achieve 
a robust improvement in exports.

On the financing side of the current account deficit, Turkey has been increasingly 
utilizing FDI inflows, which are accepted to be a more reliable source than short-
term hot-money flows. In 2008 Turkey attracted another USD 15 billion of FDI 
inflows, which should be considered a success given the prevailing global liquidity  

39	  WTO, “Trade Policy Review Report by Turkey”, WT/TPR/G/192, 5 November 2007, (p.27).  
	 Specifically, to reduce Turkey’s dependence and concentration on certain regions and countries, the Undersec-

retariat of the Prime Ministry for Foreign Trade instituted “Neighbouring and Surrounding Countries Strategy” 
in 2000. This strategy enabled gaining access to the concerned markets via intensive trade promotion activities. 
Later on, specific regional strategies such as “The African Countries Strategy”(2003), “The Asian-Pacific Countries 
Strategy” (2005), and “The Americas Strategy” (2006) have also been implemented to improve trade relations. 

40	  Undersecretariat of the Prime Ministry for Foreign Trade, Statistics, Exports by Countries, web source: http://
www.dtm.gov.tr/dtmweb/index.cfm?action=detayrk&yayinID=253&icerikID=356&dil=EN 

41	  Ibid. TUSIAD (2009), (pg. 3). According to TUSIAD, due to global economic slowdown, total investment fell by 
5.4% in the 3rd quarter of 2008 despite the increase in public investment. For the given period, private sector’s 
construction and machinery-equipment investment dropped by 8.4% and 12.8%, respectively. In contrast, annual 
average growth rates of construction and machinery investments have been 23.8% and 14.8% during the period 
of 2002-2007.  

42	  Turkish Statistics Institute, Press Release No. 53 on Foreign Trade Statistics of February 2009, 31 March 2009,
	 Web source: http://www.turkstat.gov.tr/PreHaberBultenleri.do?id=4027   

43	  Central Bank of the Republic of Turkey (CBT), Exchange Rates, Web source: http://www.tcmb.gov.tr/yeni/eng/  
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conditions.44 Continuity and sustainability of FDI in Turkey might prove to be more 
difficult as the global economic recession deepens. However, slowing economic 
activity and the resulting current account balance improvements have made financing 
of current account deficit less of an issue. 

Public Sector Finances

As previously stressed, management of public debt has been one of the success areas 
of Turkish economic policy following the 2001 crisis. Both the debt levels have been 
reduced significantly, and major risks in financing those debts have been controlled. 

In this respect, an analysis of the currency composition of public debt reveals that 
Turkey has been increasingly reliant on domestic currency denominated debt rather 
than foreign exchange denominated debt since 2002. (Figure 10)

Figure 10 Currency Composition of Public Debt

Source: CBT, Financial Stability Report, Nov. 2008

Furthermore, the ability of Turkish government to borrow increasingly through 
fixed rate-instruments is worth noticing. (Figure 11) These two features of the debt 
composition imply that Turkey is faced with fairly low FX and interest rate risk in terms 
of its public debt. 

Figure 11 Interest Rate Composition of Public Debt

Source: CBRT, Financial Stability Report, Nov. 2008

44	  Ibid. TUSIAD (2009), (pg.8).
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However, maintaining this favorable situation will not be easy, as it will depend largely 
on global liquidity conditions. Currently the weakening demand in the domestic 
economy imposes new burdens on public finances; as an example, tax revenues will 
be declining with GDP as Turkey relies to a great extent on indirect taxes. Furthermore, 
declining imports will also translate into reduced tariff revenues. On the other 
hand, public expenditures would be expected to increase due to possible economic 
stimulation efforts. As a result, deterioration in public finances seems likely under 
current conditions. 

Private Sector Indebtedness 

Though public debt has been disciplined significantly in the post-2001 crisis period, 
the private sector’s external debt has accumulated considerably. This is a major 
vulnerability for the Turkish economy as increasing levels of short-term private debt 
adds to Turkey’s external financing needs significantly.

Figure 12 Private Sector Debt

 Source: CBRT
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As seen in the above figures, the private sector has been the major contributor to 
the increase in Turkey’s external debt, recently. This is especially the case concerning 
the short-term external debt. The right-hand chart indicates that private sector debt 
makes up almost USD 50 billion of Turkey’s total short-term external debt. 

In addition, the left-hand chart indicates that the private sector has been borrowing 
from international financial markets largely through long-term instruments. This might 
imply that, in the coming years, the external financing needs of the Turkish economy 
will also be large when this debt matures. Yet the current liquidity conditions in the 
global markets obviously make the re-financing of external debt increasingly difficult. 

Reserve adequacy

The adequacy of international reserves in servicing short-term external debt without 
resorting to an external source becomes important as the external financing needs of 
an economy increase.

Like many other developing countries, Turkey has accumulated significant international 
reserves during 2002-2007 while the global economic conditions were favorable. In 
this respect, it would be observed from Figure 13 that, the ratio of short-term debt to 
international reserves has declined significantly before starting to increase after 2007. 
Lately, worsening global liquidity conditions and increasing private sector short-term 
external debt levels have increased Turkey’s vulnerability in this area. 

Figure 13

Source: CBRT, Financial Stability Report, Nov. 2008
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Yet, the international reserves of the country still covered almost 5 months of imports 
as of September 2008, which is greater than the IMF’s soundness criterion of 3 
months. 

Consequently, for the time being, foreign currency reserves of the Turkish Central Bank 
seem to be adequate to mitigate immediate short-term risks. However, a prolonging 
global crisis should be expected to increase the vulnerability of Turkey in terms of 
reserves adequacy. 

Rigidity of Labor Market 

The rigidity of Turkey’s labor market is a deep-rooted structural vulnerability of 
the Turkish economy that needs to be addressed. According to an IMF study, in 
2003 Turkey had the second most restrictive employment regime within the OECD 
countries. Turkey sets one of the highest minimum wages among the OECD countries, 
which reached 80% of GDP per capita in 2006. Furthermore, there is a high tax burden 
on corporations.45 Together, these factors lead to the existence of a large informal 
sector, which results in an unsustainable production capacity. By reforming the labor 
market and increasing its flexibility, we believe that Turkey would be able to reduce 
the informality in its economy, improve FDI inflows, broaden its tax base and increase 
public revenues. 

Outlook and Recommendations 

The analysis of the latest developments in the Turkish economy reveals that, despite 
stronger fundamentals since the 2001 crisis, recent global uncertainties and worsening 
demand conditions have affected Turkey severely. For now, the outlook for the Turkish 
economy does not seem bright as the economy has clearly fallen into a deep recession, 
faced with expected negative growth rates and looming unemployment figures. 

Under these conditions, in the short-term, interest rate cuts by the Central Bank seem 
necessary to stimulate growth and strengthen domestic demand. Declining inflation 
rates, due to the recent relaxation of oil prices, ease the Central Bank’s hand in this 
respect. Indeed, the Central Bank has already taken steps in this direction -- the Bank 
cut interest rates 7 percentage points from 16.75% to 9.75% since November 2008.

Nevertheless, an IMF program to fund the external financing needs of Turkey 
seems inevitable due to adverse liquidity conditions in the global financial markets. 
Negotiations between Turkey and the IMF on a new program have been continuing 
for some time46 and these are expected to conclude soon. We believe that the coming 
IMF funding should not be restricted to debt servicing only, but should be channeled 
towards stimulating small and medium size enterprises to increase domestic 
production, employment and thereby demand. Recent reforms in the IMF and their 
new policy stance on ‘designing conditionality without constraining growth’ would 
enable Turkey to allocate more resources to the stimulation of economic activity.

45	 Fletcher, Kevin, IMF European Department, “Unlocking Turkey’s Labor Potential”, IMF Survey Magazine: Countries 
& Regions, July 26, 2007, Web: http://www.imf.org/external/pubs/ft/survey/so/2007/CAR0726A.htm. 

46	  Press Briefing by Caroline Atkinson, Director, External Relations Department, International Monetary Fund, 
	 Washington, D.C., March 26, 2009. Web source: http://www.imf.org/external/np/tr/2009/tr032609.htm. 
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To achieve a more balanced and sustained growth in the longer term, though, social 
spending on infrastructure, education and health should be a priority. The focus 
should be on restructuring the economy to further attract FDI and avoid reliance on 
speculative foreign capital.

Only by continuing reforms to achieve a sustainable production capacity independent of 
speculative capital flows will Turkey successfully restrain the negative effects of future 
capital reversals that are likely to take place in an ever globalizing and interdependent 
world economy. 
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Introduction

The movement of people around the world and increased migration to Europe are 
inevitable results of globalisation and migration has been viewed as the human face of 
globalisation. People are migrating from their countries to others for various reasons 
and no country can isolate itself from the challenges of migration. As a result of its 
welfare and stability, Europe is one of the most attractive places for immigrants from 
developing countries. While migration affects EU countries and developing ones 
differently, unmanaged migration has negative effects on both sides. 

The paper can be divided into two main parts. In the first part, reasons of migration 
from developing countries to EU member states and the impact of migration on poor 
countries through brain drain and remittances will be examined. In the second part of 
the paper, the EU`s attempt to make migration a common issue of member states and 
its policies to manage the migration flows will be presented. 

Push and Pull Factors behind the Immigration to the European Union

Poverty, injustice and armed conflict cause millions of displaced people across the 
globe. In the last 30 years, the number of international migrants reached to 191 million 
worldwide.1 These include economic migrants forced to move, refugees and internally 
displaced persons and victims of human trafficking. The majority of these immigrants 
are economic migrants who have no reason to stay in their countries of origin. It is 
expected that there are between 30 and 40 million undocumented migrants worldwide 
who compromises nearly 15–20 percent of the world’s migrant population.2

The factors which influence migration should be taken into account by effective 
migration policies to tackle migration problem in the world in favour of migrants, their 
families, and sending and receiving nations. First of all, these factors which influence 
people` decisions to migrate should be known. They were divided into two groups as 
push and pull. Push factors are the forces which influence people’s decisions to move. 
Poverty, insecurity, poor working conditions, high unemployment rates, low wages 

1	  Global Commission on International Migration, “Migration in an Interconnected World: New Directions for Ac-
tion,” (2005) p. 11

2	  Demetrios G. Papademetriou, “The Global Struggle with Illegal Migration: No End in Sight”, 1 September 2005, 
http:// www.migrationinformation.org/feature/display.cfm?ID=336 (Accessed 02 December 2009)
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and low expectation for dignified employment are the most significant push factors.3 
Nearly 550 million people with jobs are living on less than $1 a day and 2.8 billion 
workers earn less than $2 a day.4 This reality is one of the main reasons that forces 
people to migrate to developed countries such as European ones.

On the other hand, pull factors are the forces which make other destinations more 
attractive for migrants. The ageing of European population and low fertility rates 
are two of the main pull factors driving immigrants into Europe. The limited labour 
forces of European countries with large demand and capital is another reason for 
migration. “The global labour force will rise from 3.0 to 3.4 billion in the period of 
2001 to 2010 (40 million yearly). Some 38 million of that annual growth will come from 
developing countries, and only two million from high-income countries.”5 Unlimited 
intra-European mobility, expectations of better living standards, higher salaries, better 
working conditions or the prospect of family reunification are the other significant pull 
factors for immigrants.6 

The European Union is the largest area of freedom, democracy and social progress 
and it is accepted as one of the most powerful economies in the world. According to 
the World Bank, the GDP of Eurozone was $9,984.1bn in 2005 while the GDP of Sub-
Saharan Africa was $621.9bn in the same year.7 It is a daily reality for European people 
but it is a goal for hundreds of thousands of people. Hence, people who live below the 
poverty line or have suffer war conditions seek to leave their countries and to live in 
Europe.8 

Income inequalities between the sending and the host country are not the only 
reason of migration. Geographic closeness and historical links such as colonial ties 
and common language are other factors which determine between 20% and 30% of 
bilateral migration flow between EU countries and their partners.9

In recent years, the EU has taken a global approach to these push and pull factors 
which means that the member states are attempting to bring all migration relevant 
policy areas together. These areas cover combating illegal entry, supporting overseas 
development, managing demand for skilled labour, and taking action against traffickers. 
The priority is given to Africa and non-EU countries in Eastern and South-Eastern 
Europe for the global approach. The main aspect for the European Commission is to 
cooperate with governments of countries in the region, to train border guards and 
immigration officials and to negotiate easier visa regimes.10 However, the strategy is 

3	  Louka T. Katseli et al., “Effects of Migration on Sending Countries: What do we know?”, 31 August 2006, http://
www.un.org/esa/population/migration/turin/Symposium_Turin_files/P11_Katseli.pdf (Accessed 28 April 2008), 
p. 11.

4	  Global Commission Report, p.11

5	  Global Commission Report, p. 14

6	  Katseli et al., p.11

7	  BBC, “Key facts: Africa to Europe migration”, 2007, 
	 http://news.bbc.co.uk/1/hi/world/europe/6228236.stm#immigrants (Accessed 26 April 2008)

8	  José L. Zapatero, “Europe is the answer”, 26 October 2005, 
	 http://www.guardian.co.uk/politics/2005/oct/26/spain.eu (Accessed 24 April 2008)

9	  Katseli et al., p.22

10	  Brady, p.13
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seen as an objective rather than a reality. Because the responsibility of these issues 
belong to the member states and it is not easy for individual governments to allow 
the EU to bring its various policies together to follow strategic objectives. Additionally, 
the Commission needs to persuade African countries to take their undocumented 
migrants back by offering aid and visas.11

After explaining factors that influence people’s decisions to migrate from developing 
to developed countries, how migration affects developing countries through brain 
drain and remittances will be presented in the next part. Moreover, the EU`s attempt 
to prevent brain drain and contribute to the development of poor countries through 
remittances will be discussed.

Effects of migration on developing countries 

Brain Drain

Brain drain is a large emigration of specialized workers as a consequence of conflict, 
lack of opportunity or political instability. Migration of individuals with technical skills 
or knowledge has a negative effect on the development process of the developing 
countries.12 If a poor country loses its best and brightest people, its economy can not 
develop and it will cause future migration flows of the unskilled or illegal migrants to 
the EU or other developed countries.13 Central America and the Caribbean Islands, 
South West Asia, East Europe and the Balkans and Sub-Saharan Africa are the regions 
with high rates of brain drain and the EU is one of the most preferred destinations for 
the highly skilled of these regions.14

According to the World Bank, each year nearly 70.000 skilled Africans migrate to 
European Union countries and the USA.15 “It is noteworthy, however, that immigrants 
from Africa consist primarily of highly educated individuals (about 95,000 of the 
128,000 African migrants)”.16 For instance, every year nearly 90% of the nurses and 
doctors migrate from Kenya to Europe and the USA. Between 1980 and 1991 years 
Ethiopia has lost 75% of its skilled professionals. Migration of medical and health 
service professionals make meeting the Millennium Development Goals (MDGs) more 
difficult in health programmes. Brain drain is conceived as a threat to the quality of 
medical care and the capacity for medical education and research. According the Africa 
Health Strategy, brain drain has a ‘devastating impact’ on health systems in Africa.17

While EU governments want skilled immigrants to fill the gaps in their local markets, 
they also try to prevent brain drain which affects developing countries negatively.18 

11	  Brady, p.14

12	  Europa, “Integration of concerns related to migration within the external policy” 2008, http://europa.eu/scad-
plus/leg/en/lvb/l33207.htm (Accessed 25 April 2008)

13	  Brady, p.9

14	  Katseli et al., p. 8.

15	  William Carrington and Enrica Detragiache, “How Extensive Is the Brain Drain? Finance and Development”, A 
quarterly magazine of the IMF, June 1999, Vol. 36, No 2, 1999.

16	  Carrington and Detragiache, p.48

17	  AU Health Strategy, Africa Health Strategy 2007-2015, 2007, p.12

18	  Brady, p.9
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Some EU and national officials think that if national immigration and visa regimes are 
adopted, they can allow for circular migration which may be an alternative to long 
term settlement. The possibility of creating routes for migrants to enter, leave and re-
enter took part in the Commission`s 2007 Communication on circular migration and 
mobility partnerships.19

It is believed that seasonal and temporary work arrangements that promote circular 
migration could maximise the gains of both the sending and host countries. On the 
one hand, labour shortages of the EU would be met and labour markets would be 
more flexible. On the other hand, skilled workers would go back to their countries 
regularly with money and ideas, African and other developing countries would not 
lose their skilled workers and they would maximise their gains from migration.20 In 
this way, migration can shift from brain drain to brain gain. Additionally, these people 
return willingly to their countries if they know they would be allowed to come back. As 
a result, the number of illegal immigrants would decrease in EU countries. 21

On the other hand, while the EU tries to prevent brain drain in developing countries 
by promoting circular migration, EU countries` policies that lack of principles of ethical 
recruitment cause brain drain. For instance, the UK is known as a country which applies 
unethical recruitment policies to attract highly skilled personnel in critical sectors such 
as health services.22 Hence, this shows that EU’s attempts to prevent brain drain is high 
in rhetoric but low in practicality.

Remittances

The main impact of migration on development comes through remittances which 
migrants send to their families and relatives in their country of origin. In developing 
countries remittances contribute to the balance of payments and they are a main source 
of foreign exchange.23 Development experts think that remittances play an important 
role to alleviate poverty and to promote the development of poorer countries.24

Eurostat launched a survey on flows to and from the European Union of remittances. 
According to this survey, non-EU migrants sent € 17.0 billion in 2005 and € 19.1 billion 
in 2006 to their home countries from EU countries. In 2006, € 5.6 billion was sent by 
non-EU migrants residing in Spain which is the biggest remitting country. The United 
Kingdom, Italy, Germany and France followed Spain and 85 % of total EU remitting 
outflows were sent from these five countries.25 

Remittance is generally seen as a positive link between migration and development. 
It is defined as “an important and stable source of development finance” by World 

19	  Commission of the European Communities, Proposal for a Council Directive on the conditions of entry and resi-
dence of third-country nationals for the purposes of highly qualified employment, Brussels, 2007

20	  Katseli et al., p.5 and Brady, p.9.

21	  Brady, p.9

22	  ICMPD, The East African Migration Route Report, Vienna, 2007, p.19

23	  Europa

24	  Brady, p.23

25	 Commission, “Remittance flows to and from the EU”, 2007, 
	 http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-RA-07-025/EN/KS-RA-07-025-EN.PDF (Accessed 22 

April 2008), p.3. 
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Bank.26 However, remittance could affect developing countries negatively by causing 
inflation on local market. Additionally, low-skilled or semi-skilled migrants generally 
transfer their money while most highly skilled professionals do not because they reside 
permanently in the country of destination. Moreover, one of the main questions that 
needs to be answered is whether remittances can balance the negative impact of brain 
drain or not. When a Nigerian ICT expert sends 300 USD per month to his family, this 
means that s/he contributes 40 times more to the UK economy and its development. 
Because for every 300 USD remittance send to Africa, this person produces (in service) 
120000 USD to the EU market.27

The high costs of transferring remittances from EU countries to developing countries are 
a significant problem of immigrants which also affects development of poor countries 
negatively. The Commission believes that public administration in hosting countries 
may be helpful to transmit these funds to developing countries cheaply and legally28 
because more than 40% of the total money can be creamed off by companies and 
governments when it is being sent. Moreover, Brice Hortefeux, France’s immigration 
minister, proposed the establishment of an International Bank for Remittances. He 
argues that it would enable migrants to save and send money home by paying small 
cost.29 

In sum, while remittances generally contribute to the development of developing 
countries, some regulations should be adopted to make remittances more effective 
in the development of poor countries. In the next part, the historical development of 
the Common Migration Policy of the European Union and the EU`s attempt to make 
migration an issue of common interest and to regulate migration effectively will be 
introduced.

The Common Migration Policy of the European Union 

The desire to achieve the common migration policy has begun in late 1980s as a 
response to the changed nature of migration to EU countries and as a consequence 
of EU integration. Then, in 1985 the Schengen Agreement was signed by 5 members 
of the European Communities: Belgium, France, Germany, the Netherlands and 
Luxembourg. It was supposed to abolish border controls between the signatory states 
and create a zone of free-movement called as the “Schengen Area” without controls. 
This means that the citizens of these states may move freely inside the territory of the 
signatories. However for such freedoms to be fully enjoyed, it was also known that 
effective control of EU’s external borders and cooperation between member states on 
issues such as cross-border crime, police and judicial cooperation are necessary. 30 

Schengen Implementing Convention (1990) followed the agreement and came into 
force on 26th March 1995. The Convention includes specific provisions which were 

26	  World Bank, Global Development Finance 2003, Washington DC, 2003

27	  Carrington and Enrica Detragiache

28	  Europa

29	 Brady, p.23 

30	  Gwendolyn Sasse and Eiko Thielemann, “A Research Agenda for the Study of Migrants and Minorities in Europe”, 
Journal of Common Market Studies, Vol. 43, No 4, 2005, p. 655-671.
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essential for the implementation of the Schengen ideas. The drive to cooperate in 
migration issues within the EEC provided the Single European Act. It was signed in 
1986 by the EEC member states and came into force in 1987. The main goal is set as 
to create a frontier-free Europe within which people, services, goods and capital could 
move freely. 

Immigration became an issue of common interest for the EU with the Maastricht Treaty 
in 1993. 31 Maastricht Treaty created an intergovernmental pillar of the EU dealing 
with Justice and Home Affairs. Then in 1997 with the Amsterdam Treaty, the Schengen 
agreement on borderless travel joined to immigration and asylum issues within a 
new Title IV of the Treaty. However there was anxiety among EU states towards a 
Community approach to migration and asylum policy. Denmark has decided to opt 
out of Title IV of the Treaty hence the common immigration policy does not apply to 
Denmark. The UK and Ireland also decided to keep their involvement optional in EU 
programs related to borders, immigration and asylum.32 With this agreement, border 
and immigration cooperation between member states became legally binding but 
unanimity is still a requirement.

Shortly after the entrance of the Amsterdam Treaty into force, a list of objectives for 
EU asylum and immigration policies were prepared by EU leaders under the heading 
of the Tampere Programme. The programme outlined the framework for common 
migration and asylum policies with four main elements which are partnership with 
countries of origin, a common European asylum system, fair treatment of third country 
nationals and management of migration flows.33 In 2004, new goals were added by the 
governments and its new name became the Hague programme.34 This programme 
outlines the actions of the EU in security, freedom and justice areas for the period 
2005-2010 and it calls for a common European asylum system on legal immigration; 
integration measures; partnerships with third countries; a fund for the management 
of external borders and the Schengen information system.35 The first stage of the 
Common European Asylum system is complete. The Commission is invited to adopt 
second phase instruments of the Common European Asylum System by the end of 
2010.36 

In the Commission`s communication of 2008 ‘A Common Immigration Policy for 
Europe, Principles, Actions and Tools’, the Commission commented on the realities 
and implications of supranational competence: 

“Immigration is a reality which needs to be managed effectively. In an open Europe 
without internal borders, no Member State can manage immigration on its own. We 

31	  Commission, “Towards a common European Union immigration policy”, 2008, 
	 http://ec.europa.eu/justice_home/fsj/immigration/fsj_immigration_intro_en.htm (Accessed 22 April 2008).

32	  Andrew Geddes, “Europe’s Border Relationships and International Migration Relations”, Journal of Common 
Market Studies, Vol. 43, No 4, 2005, p. 787–806.

33	  Migration as Foreign Policy? The External Dimension of EU Action on Migration and Asylum, Stockholm, Swedish 
Institute for European Policy Studies, April 2009

34	  Hugo Brady, “EU migration policy: An A-Z”, 2008, http://www.cer.org.uk/pdf/briefing_813.pdf
	 (Accessed 23 April 2008), p. 18.

35	  Geddes, p.798-799

36	  Commission, “The European Union Policy Towards a Common European Asylum System”, 2009, http://ec.europa.
eu/justice_home/fsj/asylum/fsj_asylum_intro_en.htm (Accessed 25 June 2009).
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have to deal with an area without internal borders that, since 20 December 2007, 
includes 24 countries and almost 405 million persons, as well as with a common visa 
policy. The EU economies are profoundly integrated, although many differences in 
the economic performance and in the labour markets still subsist. Moreover, the EU 
has become an increasingly important player on the global scene, and its common 
external action is constantly enlarging to new domains; immigration is one of this. 
All of this means that policies and measures taken by Member States in this domain 
do no longer affect only their national situation, but can have repercussions on other 
Member States and on the EU as a whole”.37

The treaty of Lisbon was signed by EU member states on 13 December 2007 and 
entered into force on 1 December 2009. The ratification of the treaty by all EU member 
states means EU decisions on asylum, immigration and integration will be taken by 
qualified majority voting. However, under the Treaty an exclusive right belongs to 
member states to determine how many foreign nationals can be admitted to their 
respective countries. Moreover, in most EU legislation related to immigration, borders 
and visa, the European Parliament already has an equal voice with national ministers 
and under the treaty, the European Parliament will be more powerful in legal and 
illegal migration measures.38 

Despite some problems on migration issues that EU members faced, attempts of 
EU member states to develop a common migration policy still continue. After this 
background information about the common migration policy of the EU, the EU`s 
policies to manage migration flows from developing to European countries will be 
examined in the last part of the article. The impact of cooperation with the country of 
origin in controlling illegal immigration, following of preventive policies, the adoption 
of the blue card and the establishment of the Frontex will be discussed.

What does/should the EU do to manage migration flows?

To manage migration flows effectively is one of the main policy priorities for European 
policymakers. It is believed that if migration is well managed, it can be beneficial 
both for the EU and the sending countries. It is also known that if it is not managed 
well, increased migration can be a cause of illegality, human trafficking and money 
laundering.39 For the well-being of both European and developing countries, the EU 
tries to cooperate with migrant-sending and transit countries, adopt the Blue Card and 
Improve Frontex capabilities and effectiveness.

Cooperation	

EU states have tried to manage problems related to migration through cooperation 
between the EU and migrant-sending countries and transit countries through which 
migrants travel. In its 2008 communication, the Commission highlighted the significance 
of dialogue with third countries: 

37	  A Common Immigration Policy for Europe: Principles, actions and tools, Brussels, Commission of the European 
Communities: COM(2008) 359 final

38	  Brady, p.19

39	  Katseli et al., p.11.
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“Effective management of migration flows requires genuine partnership and 
cooperation with third countries. Migration issues should be fully integrated into the 
Union’s development cooperation and other external policies. The EU should work 
in close tandem with partner countries on opportunities for legal mobility, capacities 
for migration management, identification of migratory push factors, protecting 
fundamental rights, fighting illegal flows and enhancing possibilities to let migration 
work in service of development”.40

Under the heading of cooperation with sending and transit countries, there are two 
different approaches.41 The first one is the externalisation of European migration 
policy. According to this approach sending and transit countries would take part by 
strengthening border controls, fighting against illegal entry, migrant smuggling and 
trafficking.42 For instance, without help from African governments, there is little which 
the EU can do to manage the growing numbers of African migrants coming to Europe. 
It is also known that only control mechanisms are not enough to manage levels of 
migration.43

The second type of policy is based on preventive policies. It means that some measures 
can be designed to change the factors which affect people’s decisions to move 
or their chosen destinations. These measures cover attempts to find the causes of 
migration or to enable the access of refugees to protection nearer to their countries of 
origin.44 Preventive approaches serve to increase the choices of potential immigrants 
through trade partnerships, conflict prevention, development assistance and political 
dialogue.45 

Many economists believe that supporting development through free trade and 
integrating less developed countries in global economic relationships are the most 
effective ways. These may cause increased migration in the short-term but in the long 
term they will reduce migration.46 However, a report prepared by Oxfam shows that 
developed country trade restrictions cost developing countries $100 billion a year and 
it is nearly twice as much as they receive in aid.47 This shows that EU’s support to free 
trade policies is high in rhetoric but low in reality. The EU tries to access the commodity 
and service markets of developing countries while it applies protective policies such as 
the Common Agricultural Policy to control the access to its markets. The EU exports its 

40	  A Common Immigration Policy for Europe: Principles, actions and tools

41	  Christina Boswell, “The “External Dimension” of EU Immigration and Asylum Policy”, International Affairs, Vol. 
79, No 3. 2003, p.619-638

42	  Boswell, p. 619.

43	  Brady, p. 5.

44	  Boswell, p. 619-620.

45	  Channe Lindstrøm, “European Union Policy on Asylum and Immigration. Addressing the Root Causes of Forced 
Migration: A Justice and Home Affairs Policy of Freedom, Security and Justice?”, Social Policy and Administration, 
Vol. 39, No 6, 2005, p. 587-605

46	  Philip L. Martin and Edward Taylor, “Managing migration: the role of economic policies”, Aristide Zolberg and 
Peter Benda (eds.), Global Migrants, Global Refugees: Problems and Solution, New York and Oxford: Berghahn, 
2001, p. 95-120

47	  Oxfam Campaign Reports, Rigged Rules and Double Standards: Trade, Globalisation, and the Fight against Pov-
erty, 30 Nov 2002, p. 5.
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agricultural products at subsidized prices which are lower than the production costs 
and such exports have harmful effects on producers in developing countries.48

Additionally, trade between the EU and developing countries can cause conflict rather 
than making contribution to the welfare of these countries. The UNHCR underlines 
the significance of stopping illegal trading of diamond as a reason of internal armed 
conflicts. The UNHCR also warns to stop arms exports to conflict regions.49 However, 
the EU has not shown willingness to accept economic sacrifices in order to prevent 
conflicts because the UK, France and Germany are among the biggest arms exporters 
of the world. This shows the fact that the EU does not really address the root causes 
of migration to the EU.50

The relation between human rights policy and root causes strategy is also undoubted. 
The EU has many instruments to implement this policy and most of them base on the 
idea to encourage and help third countries to strengthen the protection of human 
rights. However, this kind of encouragement can be seen as unwelcome pressure and 
as a shift from cooperation to coercion. Furthermore, this kind of implementation can 
weaken the legitimacy and acceptability of the policy.51

The addition of human rights conditionality clauses into agreements between the EU 
and developing countries is the most important step in the EU’s human rights policy. 
In 1992, these clauses became an ‘essential element’ of agreements. The violation of 
an ‘essential element’ of an agreement by any party causes the postponement of the 
agreement partly or wholly under the Vienna Convention on the Law of Treaties. In 
1995, the inclusion of this clause in all future agreements was decided.52 However, the 
use of double standards between small poor countries and strategic strong countries 
in the application of conditionality causes question about the efficiency of it.53 

In sum, it is difficult to say that the EU has a root causes strategy and the implications 
of policy decisions are at the top of the EU’s policy objectives.54 There seems a gap 
between theory and practice in EU policies to address the root causes of migration.55

The Blue Card

Blue card is based on the US Green Card and is introduced as a solution to migration 
flows by Commissioner Frattini. However, the scheme is more restrictive than the US 
Green Card because all 27 EU member states should approve.56 Commission President 

48	  Oxfam Campaign Reports, p. 115.

49	  UN High Commissioner for Refugees, “Reconciling Migration Control and Refugee Protection in the European 
Union: A UNHCR Perspective”, October 2000 

	 http://www.unhcr.org/refworld/docid/3b8f5ebb22.html (Accessed 27 April 2008), p. 22.

50	  Stephen Castles, “Why migration policies fail”, Ethnic and Racial Studies, Vol. 27, No 2, 2004 , pp. 205-227

51	  Sarah Spencer, “Tackling the Root Causes Of Forced Migration: The Role Of The European Union”, European Com-
mission , The European Union in a Changing World, Brussels: European Commission, 1996.

52	  Spencer

53	  Eva Brems, Human rights: Universality and diversity, The Hague, the Netherlands: Martinus Nijhoff, 2001.

54	  Spencer

55	  Castles, p. 9.

56	  BBC, “EU ‘Blue Card’ to target skilled”, 23 October 2007, 
	 http://news.bbc.co.uk/1/hi/world/europe/7057575.stm (Accessed 23 April 2008)
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José Manuel Barroso said “At the moment, most highly skilled workers go to Canada, 
the United States and Australia,” He added: “Why? Because we have 27 different and 
conflicting procedures in the EU”.57 This means that highly skilled workers have to face 
27 different admission systems and lengthy procedures.

The Commission would have the power to set the criteria for granting a blue card and 
to ensure the same healthcare, tax and pension rights to cardholders. However, the 
authority to decide which member states admit how many workers does not belong to 
the Commission and also national governments do not want to delegate their power. 
The Blue Card allows the member states to set their own quotas. The member states 
are able to examine their labour market situation and they are able to apply their own 
national procedures as well as Community procedures before making a decision on 
an application. 58 Under the Blue Card proposal the member states have a right to set 
quotas for the number of highly skilled workers they allow onto their territory.59 Hence 
it is difficult to say that the Blue Card aims to replace the 27 different immigration 
systems of member states. The Blue Card emerges as an additional channel of entry 
through a new common process and it does not make the Blue Card more attractive 
to highly skilled workers.60

A Directive was adopted on May 25, 2009 by the Council of the European Union 
which will make it easier for highly-skilled foreign citizens to settle and work in the EU. 
According to it, Blue Card holders will have equal rights with the issuing EU Member 
State nationals in relation to working conditions, freedom of association, education, 
training and recognition of qualifications, parts of national law relating to social 
security and pensions, access to goods and services and free access to that Member 
State’s entire territory. The Blue Card system will help fill positions that require highly-
qualified personnel. 24 of 27 member states (except the UK, Ireland and Denmark) are 
expected to integrate the Directive into their national legislation in two years.61

The EU is very attractive for migrants from Africa and Asia but what the Commission 
really wants is the management of the process more effectively. It is expected that the 
Blue Card will help regulate the flow and make EU countries more attractive for skilled 
young immigrants who could fill the gap in sectors such as engineering, information 
technology, pharmaceuticals, health care and teaching. Because of European aging 
population and a dearth of skilled workers in some sectors, Europe is in need of foreign 
labour and it is expected by officials that, 20 million migrants will come to the continent 
in the next two decades.62 The aim of the Blue Card is not only to “provide Member 
states and EU companies with additional `tools` to recruit, retain and better allocate 

57	  Leo Cendrowicz, “A Green Light for Europe’s Blue Card”, 24 October 2007, 
	 http://www.time.com/time/world/article/0,8599,1674962,00.html?xid=feed-cnn-topics (Accessed 24 April 

2008)

58	  Commission of the European Communities,p.23

59	  Commission of the European Communities, p.10

60	  Apap, p.11

61	  Commission, “Blue Card opens door to recruiting highly-skilled foreign workers”, 26 June 2009, http://ec.europa.
eu/enterprise/newsroom/cf/itemlongdetail.cfm?item_id=3206&lang=en (Accessed 22 July 2009)

62	  Cendrowicz
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(and re-allocate) the workers they need.”63 It also aims to offer third country highly 
skilled workers more attractive entry and residence to come to European countries.64 
These workers would send money home and return with new skills to their countries 
hence it can be good for the country of origin. This means that the receiving country, 
the sending country and also migrants will benefit. In other words, the scheme will 
create “win-win-win” results.65

Main goals of the Blue Card are to fulfil the MDGs and to fulfil its objectives without 
damaging the ability of developing countries to deliver basic social services.66 However, 
it is argued that the policy of circular migration within the Blue Card scheme can be 
hiding from EU residents that the labour immigration will be permanent and this will 
bring about brain drain in developing countries. The lack of skilled workers in European 
countries because of ageing population and low birth rates shows that the EU will 
need workers at all skill levels and the Blue Card which supports circular migration to 
prevent brain drain in developing countries will not able to tackle this problem.67

Frontex

The European Agency for the Management of Operational Cooperation at the External 
Borders known as Frontex was established in 2005. Frontex is responsible for directing 
the operational cooperation between EU members in managing the external borders, 
helping member states when they need special technical and operational support at 
the external borders. Moreover, it performs risk analyses and controls the external 
borders by using the latest research relevant for surveillance.68

Border police forces of the member states are still responsible for protecting the EU’s 
external borders but because of the weak cooperation between national border police 
forces, it is difficult to say that these borders are secure. Therefore, member states 
decided to take cooperation one step further in quantitative terms. According to the 
new Council Regulation, joint border police teams would be deployed at all major 
border crossing points. In this way, the common border control standards are applied 
in a uniform way. Furthermore, as the results of the different backgrounds and skills 
of border police officers from different EU states, they can create a well-rounded team 
by learning from each other.69

The main obstacle of Frontex is that it has no executive power. It means Frontex is up to 
each individual member state to take its own decisions on how to prevent the possible 

63	  European Commission, “Memo on Attractive Conditions for the Admission and Residence of Highly Qualified 
Immigrants”, 23 October 2007, p.1

64	  Joanna Apap, “An analysis of the Proposal for an EU Blue Card for Highly Skilled Migrants: the Proposal for a 
Council Directive on the Conditions of Entry and Residence of Third Country Nationals for the Purpose of Highly 
Qualified Employment”, 2008, p.5

65	  Apap, p.10

66	  Commission of the European Communities

67	  Stephen Castles, Back to the Future? Can Europe meet its Labor Needs through Temporary
	 Migration, Oxford: International Migration Institute, University of Oxford, 2006.

68	  BMI, “Tasks and activities of the European Border Management Agency FRONTEX”, 2007. http://www.eu2007.
bmi.bund.de/nn_1059824/EU2007/EN/DomesticPolicyGoals/Topics/Frontex/Frontex.html (Accessed 26 April 
2008)

69	  BMI
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entry of migrants without documentation. Moreover, the lack of enough resources 
and staff  are  another problems  of Frontex. On paper, Frontex has a list of military 
assets including airplanes, helicopters and over 100 boats but this is only a record to 
help Frontex know what could be available in future missions. The assets belong to the 
member states and Frontex has to pay for the deployment of the assets. The director 
of agency Illka Laitenen said “an e-shop… Frontex doesn’t have any vessels itself and 
cannot afford deployment of a big number of units to a chosen region”70

Ilkka Laitine states that without the power and resources, Frontex can not solve 
Europe’s all border control problems. He also claims “Frontex is not and never will be 
a panacea to problems of illegal migration”.71 As a result, EU governments decided to 
give more responsibility and resources to Frontex and in 2007 they agreed to boost its 
budget by € 30 million. Additionally, a package of new border control was proposed by 
the Commission and under this package Frontex inspectors can order improvements to 
border controls if they consider it necessary.72 However, whether these improvements 
are enough to make Frontex more effective or not is still a question. 

Conclusion

The EU with the successful combination of political stability and economic welfare in 
this region is an inviting place to live in the world and it attracts many people especially 
from the developing countries. After the emergence of migration as a matter of 
common interests for the EU, discussions have started but there is still not a clear 
agreement among member states because of their unwillingness to delegate their 
authority to the EU on migration.

Immigration from developing countries to developed ones has negative and positive 
impacts both on the sending and the receiving countries. While it affects the sending 
countries through remittances and brain drain, it provides necessary work force to 
the EU. However, if migration to the EU is not managed well, it could threaten the 
well-being of the EU member states and developing countries. The EU tries to manage 
illegal migration flows through cooperation with the country of origin, preventive 
policies, the blue card and frontex. While the EU tries to solve unmanaged migration 
problem, it is difficult to say that the Union is successful. Rather than just focusing on 
daily solutions, the EU member states should act together and concentrate on the 
main causes of migration to be successful in the long term.

70	  Matthew Vella, “Frontex: Out of control?”, Maltatoday, 20 July 2008

71	  Vella

72	  Brady, p.8-9
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Turkey’s accession to the European Union (EU) has probably been the most 
extraordinary case in the EU history. The reason why it is such an extraordinary 
case is because Turkey’s European integration is related not just to the basis of the 
Copenhagen membership criteria but also to the ideational and religious components 
of the Union. That’s why there needs to be a lot of research done in terms of cultural, 
ideological, political and economical aspects of the EU integration.

Fortunately, there has been a visible increase in the number of such studies recently. 
Turkey’s Accession to the European Union: An Unusual Candidacy is a splendid 
combination of 17 research papers published under the editorship of Constantine 
Arvanitopoulos, Professor of International Relations at Panteion University (Athens) 
and the Director of the Constantinos Karamanlis Institute for Democracy, seeking 
to provide a comprehensive examination of political, security and socio-economical 
dimensions of Turkey’s membership process. 

The papers are full of insight with informative and contemporary debate from various 
scholars and researchers of different national backgrounds in order to make a better 
contribution to the ongoing public discussion of Turkey’s accession. As Constantine 
Arvanitopoulos and Nikolaos Tzifakis state in the introduction part, the book is divided 
into three parts. While the first part (Chapters 1-6) discusses the institutional aspects of 
the EU such as EU enlargement, the fear of Turkey’s integration from the perspectives 
of Europeans and Turks, the second part (Chapters 7-12) tries to come to grip the 
security implementations of Turkey’s accession to European structures. Finally, the last 
chapter (Chapters 13-17) raises current socio-economic issues emphasising identity, 
religion, culture and political economy. 

To cite an instance, the first chapter written by Constantine Arvanitopoulos and 
Nikolaos Tzifakis argues that employing enlargement as a foreign policy tool towards 
Turkey and the western Balkan countries has injected the deficiencies of the EU’s 
external-relations policy into the enlargement process by raising the importance of 
‘expectations-capabilities’ gap. Then, Julio Crespo MacLennan analyses the impact of 
negotiations between the EU and Turkey and the possible outcomes on the political 
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development of the two parties. While Diba Nigar Göksel stresses the need for 
predictability in EU-Turkish relations and suggests that the EU accession process should 
revitalize the enactment of much needed reforms, the chapter by Thomas Silberhorn 
points out that there needs to be a third way in the ‘in or out’ dichotomy of the EU 
membership which involves various forms of cooperation and integration between the 
EU and its neighbouring countries. Hakan Yılmaz examines the evolution of the major 
Eurosceptic themes and movements in Turkey, from the early years of the EEC-Turkey 
relations in the late 1950s until the Turkish general elections in 2007 and he illustrated 
that AKP (Adalet ve Kalkınma Partisi – The Justice and Development Party) is more 
likely to fail between Turkish Euroscepticism and European Turkoscepticism. Aristotle 
Tziampiris presents some basic factors against Turkey’s EU membership, focusing on 
various perceptions and claims about the historical, social, cultural and demographic 
interactions of Islam with Europe. 

In the second part, Thanos Dokos explains that Turkey could contribute to the European 
Security and Defence Policy (ESDP) as it has been a participant in peace-support 
operations under the command of UN and NATO. Therefore, he states that Turkey’s EU 
membership would be an asset for the Common Foreign and Security Policy (CFSP). 
In the following chapter, Can Buharalı discusses the recent developments, particularly 
Cyprus’ EU membership, and proposes some ideas to associate Turkey with the CFSP 
and ESDP structures and overcome the existing unwillingness along some member 
states. In the chapter by Özgür Ünal Eriş, the case of illegal migration has been 
considered and the new security threats to the EU have been examined. In relation 
to those threats, the chapter is analysed in the context of the relations between the 
EU and Turkey. Panayotis J. Tsakonas then discusses the Greek – Turkish conflict in the 
EU structure. Tsakonas argues that the EU can play a promising role in changing the 
interests of the parties involved by using its strength of the norms which is exerted 
on those parties and ‘the type of socialisation’ or ‘the depth of internalisation’ that 
the EU mechanisms produce. Kostas Ifantis discusses the Greek policy shift towards 
Turkey and concludes with Greece’s overwhelming stake in a positive outcome for 
Turkey’s EU accession process. Moreover, Ifantis even highlights some issues for future 
developments in Greece. Eugenia Vathakou then looks the Greek – Turkish conflict by 
exploring the emergence and development of governmental and nongovernmental 
initiatives, their nature and potential. Vathakou states that since Turkey’s accession 
to the EU has increased the complexity of the environments of the Greek – Turkish 
conflict, this can both have positive and negative outcomes. While it encourages and 
creates themes, roles and institutions in the direction of peace, it can also cause chains 
of multiple connections among existing social systems on the side of the conflict.

In the last part, the chapter written by Dimitris Keridis starts exploring current socio-
economic issues of the EU by discussing contemporary identity politics. Keridis 
correlates the current European identity with today’s post-war period and states 
that reforming and adapting ‘interwar Kemalism’ would be the most appropriate 
way to deal with the debates over Turkey in Europe. In the following chapter, Ranier 
Fsadni continues the debate by discussing the main cultural arguments articulated 
both for and against Turkish membership in Europe such as religious dominance in 
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culture in Muslim countries and differences between Islam and the West. Fsadni 
also stresses that while the debate on Turkey’s membership is taken into account, 
the current situation highlights the increasing Americanisation of European politics. 
While Ali İhsan Aydın looks at how ‘Christian Europe’ has positioned itself in relation 
to Turkey as a Muslim country, the chapter by Mustafa Akyol discusses Mustafa Kemal 
Atatürk’s secularism and highlights that the flourishing of democracy, freedom and 
opportunity will be the only ways to adapt modernity in the Islamic world. Finally, 
Pantelis Sklias looks at the differences of Turkey’s candidacy with other Central and 
Eastern European Countries and analyses Turkey’s trade integration capacity, human 
capital, demographic dynamism and migration. Sklias concludes that the more Turkey 
compromise and try to change its political-economic environment, the closer it will 
become with the EU. 

The collection brings together a number of knowledgeable authors with both academic 
and professional experience by showing interesting evidence and insights into current 
cultural, ideological, political and economical aspects of the EU integration. Therefore, 
the book has a very important contribution to the question of Turkey’s admission to 
the EU structures undertaking a comprehensive and objective approach. I hope this 
promising study will herald many more like it in the future.

Aksel ERSOY

School of Geography and Environmental Science

University of Birmingham, UK
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Monica Gariup

European Security Culture: Language, Theory and Policy

Farnham: Ashgate, 2009, ISBN 9780754675556, 350 pp., £ 60.00 (hb.) 

Monica Gariup’s European Security Culture: Language, Theory and Policy is one of the 
few in-depth and systematic studies on European security culture. This book focuses 
on the emergence of a European security culture since the foundation of the European 
Security and Defence Policy (ESDP). The author aims to develop an analytical framework 
to analyze the role of language and discourse in the construction of security culture 
and eventually security policy of the European Union (EU). The author’s purpose is 
operationalizing culture through the empirical analysis of texts so that cultural and 
discursive sources of security in European security policy can be revealed. 

The book is divided into two main parts. After the introductory chapter, in which 
Gariup poses research questions and discusses her theoretical approach, central 
concepts and main assumptions alongside the methodology applied in empirical 
analysis, the author devotes the first part of the book to building a model by combining 
structuration theory and cultural explanations in security studies. Chapter 2, 3 and 4 
lay the theoretical base for the empirical analysis. In chapter 2, the author sheds light 
on the different conceptualizations of security and argues for the impact of ideas and 
values on policy preferences and action. 

Chapter 3 is the most innovative chapter in the book. In this chapter, the author takes 
up the challenge of developing a language model of security. She explores the concept 
of security by “taking language seriously” (p.47). The author considers security as a 
linguistic and discursive practice. Her approach is similar to the securitization model 
of the Copenhagen school in many ways. Gariup is interested in the questions of how 
the security is defined in the minds of policymakers and how it is uttered by national 
and international elites. The author also assumes that language and discourse are “the 
physical residues of beliefs and culture” (p.51). She strongly argues that reasons for 
action are engendered by culture and traits of culture are found in discourses. Drawing 
on these assumptions, Gariup makes an argument that convergence in discourses will 
eventually result in convergence in culture and behaviour of states in Europe. 

The next chapter puts forward a typology of security discourses and practices in 
contemporary world politics in order to clarify the author’s conceptualization of 
European security culture. Her typology consists of three types of security discourses: 
i) traditional security discourse, ii) traditional plus, iii) human security. The traditional 
security discourse originates from the Westphalian understanding of security, which is 
mainly dominated by military power and state-centred approach, whereas traditional 
plus discourse has a broader view of security even though it still puts emphasis on the 
leading role of states and notion of survival. The last one, on the other hand, points out 
the human and societal dimensions of security and argues strongly for the promotion 
of ethical-normative aspects of security. The author associates EU security culture 
with the traditional plus type rather than a full-fledged human security approach. 

The second part provides the empirical analysis for the arguments put forward in 
the first part. Chapter 5 not only deals with the situational, cognitive and cultural 
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contexts in which European security discourse has developed, but also expands on 
the co-texts which are linked to the major text i.e. European Security Strategy (ESS). In 
addition, the characteristics of speakers who promulgate the new security discourse 
and the audience who either discredit or support the new discourse are examined. 
Against this ‘macro-level contextual’ background, the next chapter, with a ‘micro-level 
syntactical’ perspective, thoroughly analyzes pivotal texts that constitutes European 
security culture i.e. the ESS, debates at the European convention for the future of 
Europe, and the speeches and other documents presented by the president of the 
European Commission and the High Representative for Common Foreign and Security 
Policy (CFSP) on many occasions. In chapter 7, the author discusses the institutional 
development of ESDP and the improvement of material capabilities at the disposal of 
the European Union since the inception of ESDP. Moreover, this chapter highlights the 
policy outcomes of European security culture as military operations in several theatres 
around the world. The remainder of the chapter discusses discourse-action coherence 
and implications of European security culture for further development of the EU’s role 
in world politics. 

The book is not beyond criticism. Arguably the weakness of the analysis in theoretical 
terms stems from the lack of emphasis on how individual discourses of member 
states shape the dominant European discourse. While most realists and neorealists 
downplay the socialization process, many constructivists and discursive analysts 
ignore the influence of power politics on the formation of a culture or a discourse. 
The book fails to acknowledge the influence of different opinions held by national 
elites on the development of ESDP. Furthermore, Gariup claims that there is a unitary 
approach at the EU elite level, which yields a monolithic understanding of European 
security culture. She adds that “whether this image is true in terms of behaviour is a 
totally different question.” (p.177). However, how this unique EU security culture is 
interpreted by the national policymakers is a totally appropriate question within the 
author’s theoretical stance. 

Overall, this book contributes to the burgeoning social constructivist literature on 
European integration in the realm of security and defence. It also represents an 
important step towards operationalizing discourse and culture. The strongest part of 
the book is the extensive analysis of speeches and articles presented by the president 
of the European Commission and high representative for CFSP in addition to the 
theory-driven comprehensive discursive examination of ESS. Gariup treats with a 
great deal of sophistication the emergence and evolution of EU security discourse. 
She neatly draws a theoretical model based on cultural and linguistic premises and 
defends her arguments within the ontological and epistemological constraints of her 
theoretical approach. Therefore, it seems to me that the book satisfyingly provides a 
cultural-linguistic understanding of the motives behind the development of European 
security policy. This volume is well-suited to students and academics alike who seek a 
discursive and linguistic account of European security policy. 

Kadri Kaan RENDA 

European Studies, 

King’s College London, UK
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Razeen Sally

Trade Policy, New Century: The WTO, FTAs and Asia Rising

London: Institute of Economic Affairs, 2008, ISBN 9780255365444, 229 pp., £ 12.50 
(pbk.) 

Based on a classical-liberal approach, in his recent book Razeen Sally provides an 
account of current challenges to free trade and offers solutions that he thinks best 
fit to the 21st century developments. He starts with providing a historical background 
of the issue and giving a summary of the main political and economic arguments in 
favour of free trade. According to Sally, although ideas about free trade started in 
the West –mainly by Adam Smith and David Ricardo, with the argument of absolute 
and comparative advantages- and were originally exported to the rest of the world, 
challenges for trade policy today come mainly from Asia. 

Most Asian countries, China being the major one, have successfully integrated into the 
world economy, but this has been done chiefly through unilateral liberalisation, rather 
than with a process of multilateral negotiations. This has also been the situation for 
most other developing countries. In fact, as the recent stalemate of the Doha Round 
and difficulties facing World Trade Organization show, the author argues, the top down 
liberalisation approach of post-war period which relies on the multilateral institutions, 
and its decoupling from laissez-faire do not fit 21st century realities. 

Sally calls for unilateral liberalisation within the context of small and limited government 
and criticises “globalization and social democracy” approach which holds that free 
trade abroad is compatible with government intervention to remedy domestic market 
failures, arguing that it has been the governments most of the time fail. For example, 
for the case of infant industries, he argues, in East Asia its record is mixed at best in 
Japan, South Korea and Taiwan; non-existent in free-trade Hong Kong and Singapore; 
and failed in South-East Asia (e.g. national car policies in Malaysia and Indonesia). 
And in Latin America, South Asia and Africa it has been a disaster not dissimilar to 
industrial planning in ex-command economies. Therefore, according to Sally, openness 
and free trade is necessary for growth and development. He says that the historical 
record shows that countries that are more open to the world economy perform better 
than those that are less open and no country on earth has seen a sustained rise in 
living standards without being open to the world. 

Another recent issue regarding the free trade, the rapid spread of Preferential Trade 
Agreements, according to Sally, is basically a dangerous one. He says that they are 
no substitute for a workable WTO, as nearly all of them are weak, trade-light and full 
of discriminatory provisions that potentially restrict trade. But in certain conditions, 
according to Sally, they can reinforce market reforms, but only if they are strong, 
comprehensive, WTO-plus, competition-enhancing agreements. Sally claims that PTAs 
are most of the time result from foreign policy considerations rather than pursuing 
economic benefits. He especially points to the issue of rules of origin which complicates 
international trade and which, according to him, make no sense in a world where 
production of goods is fragmented, with different parts of the value chain located in 
different countries.
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As well as the problems of developing countries in opening up their economies and 
liberalising their trade, Sally also highlights the developed-country protection, chiefly 
being agricultural subsidies, anti-dumping duties, regulatory barriers such as product 
standards, and high restrictions on the cross-border movement of workers. And lastly, 
the two other major challenges to free trade today, for Sally, are the rising protectionism 
with the claim to combat global warming and climate change, and the argument of 
protection of “national champions” within the context of rising investment and energy 
nationalism.

As a solution to all these problems, Sally argues for unilateral liberalization in a context 
of classical liberal political economy and as an integral part of a domestic liberal 
political agenda, rather than the previous top-down approach of post-war multilateral 
institutions, being first GATT and then the WTO. And in doing so, he also advocates 
involving in realist power politics, by supporting outward-looking commercial 
interests (such as exporters, downstream users of imported inputs, multinational 
firms with global production networks, cities and regions seeking to attract FDI) that 
can counter inward-looking protectionist interests; and taking advantage of (often 
unanticipated) events, such as economic crises, which can provide a catalyst role in 
further liberalisation.

Salih ALTUNDERE

Department of Government

London School of Economics, UK
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Yuval Ginbar

Why not Torture Terrorists? Moral, Practical, and Legal Aspects of the ‘Ticking Bomb’ 
Justification for Torture

New York: Oxford University Press, 2008, ISBN 978-0-19-954091-4, 414 pp., £ 75.00 
(hb.) 

After the atrocities of World War II the International community achieved the immense 
development in the protection of Fundamental Freedoms and Rights of Man which we 
today call Human Rights Law. The prohibition of torture is guaranteed by all Global and 
Regional Human Rights Instruments. Furthermore, the prohibition of torture and ill-
treatment is absolute and has even non-derogable status in human rights law. The states 
can not set aside or restrict this obligation, in any circumstances, even in times of war 
or other emergency threatening the life of the nation. According to the International 
Law there is no justification for torture in any circumstances, against any individual, by 
any authority, anywhere in the world. However, because of the widespread terrorist 
activities, particularly after the 11 September 2001 events some state agents and 
academics reopened the question of torturing in ‘ticking bomb situation (TBS)’ to 
extract information about the ‘ticking bomb’ and save the lives of many other civilians. 
This has resulted in a lively debate in political and academic circles. 

This timely book by Yuval Ginbar who works as a Legal Advisor to Amnesty International 
and senior Advisor to Public Committee against Torture in Israel is an attempt to 
answer the question: Should twenty-first century democratic states facing terrorism 
use torture in the interrogation of terrorist suspects, at least in extreme, ‘ticking bomb 
situations’? And strongly argues and the gives the answer NO. 

The book consists of five parts. The first two parts look at moral-philosophical 
arguments both from the stand point of individual who is expected to conduct the act 
of torture, the torturer, and from the standpoint of the State once it has decided to 
sanction the act of torture, arguing that it creates a dilemma for both. The author calls 
these as private and public morality issues. In this section the arguments of those who 
legitimise the torture in TBS is extensively given with counter arguments. According to 
the consequentialists the outcome of not torturing the terrorist would be horrendous, 
involving so much human suffering, death, mutilation, loss of loved ones; therefore it 
must override the reasons, important as they may be for the agent not to cause pain 
and suffering the one single person. Minimal absolutists on the other hand are of the 
view that certain acts must be prohibited absolutely, namely that they must never be 
performed, whatever the consequences. It is convincingly argued that the introduction 
of torture even in ‘ticking bomb situation’ could shake the very foundations of the 
democratic state. Because, once torture in a TBS is allowed, decisions on whom to 
torture, when to start torturing, how to torture, how much torture and when to 
stop torturing all will lead the ‘slippery slope’ danger. In the authors words in a state 
confronting terrorism, where torture is a legitimate option, erring on the side of 
caution, which for officials is most likely to be public security or saving lives, may mean 
deciding to torture even where those uncertainties are many and substantial, resulting 
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in torture in situations which are less than TBS, or non-TBS, and the torture of the less 
knowledgeable, the less involved and even the totally innocent. 

Part III looks at the question of where states believe it justified, could a model of legalized 
torture be constructed so as to allow agents of democratic states facing terrorism 
to torture terrorist suspects in ‘ticking bomb situations, while avoiding the ‘slippery 
slope’ and other dangers. Three models of legalized torture: Landau, Torture Warrants 
and Defence of Necessity models from Israel and USA’s model of ‘quasi-legalised 
torture’ in the interrogation of detainees, applied mostly to ‘high value detainees’ in 
the war on terror are examined in this part. The Landau model seeks to limit torture 
to cases of ‘necessity’ and more narrowly to TBS. The other three models try to limit 
the torture to extreme circumstances only. The ‘torture warrants’ model proposes the 
legalisation of torture, however it seeks to limit it to TBSs by granting judges the power 
to issue warrants without which torture cannot be carried out on the other hand. In 
the Defence of Necessity model the availability of defence is restricted explicitly to TBS 
only and availability of defence is limited to individuals and applies ex post facto only. 
The quasi-legal model used by the USA in the war on terror in the interrogation of High 
Valued Detainee model is legally less clear, conceptually less coherent, and practically 
less consistent model. In conclusion it is argued that neither Israel nor the USA have 
succeeded in limiting torture to TBSs or to High Valued Detainees in spite of the fact 
that they both have refined their models in an effort to do so. Furthermore, there is 
no any sing that the models thereby put an end to such attacks. Both states could not 
give an answer to claim that torture has done more harm than good including in terms 
of human lives, which cannot be easily refuted. 

In part IV, the author looks at three legal issues regarding the torture legalising models 
discussed in part III. The denial of both Israel and USA that methods of interrogation 
that they have used constitute torture and even unlawful under International Law, the 
issue of Israel’s claim that criminal Law ‘defence of necessity’ provides legal basis for 
two Israeli models of legalising torture and the applicability of defence of necessity and 
other ‘private’ criminal law defences and similar mechanisms to the reality of states 
facing terrorism is examined in this part. In conclusion, the author strongly argues that 
an examination of the relevant International Law principles, rules and jurisprudence 
refute the Israel and USA’s claim that the methods they have used do not amount to 
torture under international law or even cruel, inhuman and degrading treatment. Not 
only torture, but all coercive interrogation methods are unlawful at all times under 
international law, in addition no international instrument provides ‘opt out’ clauses 
for extraordinary circumstances such as TBS. States never can, under international 
law, torture, ill-treat detainees and never may exempt perpetrators of such acts from 
prosecution or punishment by justifying an individual act in case of a TBS. 

According to Dr Ginbar, in view of current state of international law and the realities 
of the ‘war on terror’ democratic states facing terrorism have only two real or at least 
two honest options: 

1.	 Openly legalising torture providing torture to be carried out professionally by 
trained, authorised officials acting under legally-issued orders. The author rightly 
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and strongly argues however that this would necessitates earth shuttering changes 
to domestic law, constitutional provisions, furthermore international human rights 
law, international humanitarian law, international criminal law even upsetting 
customary and jus cogens norms. 

2.	 Never torture detainees, not even terrorists, not even in a TBS. The author’s 
powerfully written book persuasively shed light to us to support the second 
option. 

In his simple conclusion and recommendation as to what the modern democratic 
world should do in a ‘ticking bomb situation’ the author say that when we hold a 
knowledgeable prisoner who will not talk, and innocent lives would be at risk they-
we- must do anything humanly possible to save the lives at risk, in other words, 
doing everything in our power that does not involve losing our own humanity. 
Simply, this means never to torture or ill-treat another human being, whatever the 
circumstances. 

As a Human Rights activist and academician alike in the Human Rights Law, Dr Yuval 
Ginbar’s book taking into account and examining the utilitarian arguments for torture, 
looking deeply into the impact on society of permitting torture presents a powerful 
support for maintaining the absolute prohibition of torture in any situation. It provides 
in-depth analysis of torture as a moral issue and a coherent, passionate defence of 
the absolute prohibition. Providing a thoroughly researched examination of current 
state practice in terrorist interrogation, including the US and Israeli models of coercive 
interrogation the book is a very good analysis of the legal framework prohibiting 
torture and the attempts to circumvent the prohibition. 

As a Human Rights academician I was sometimes doubted whether absolute prohibition 
of torture should be eased in ‘ticking bomb situations’ where many civilian lives could 
have been on risk, Dr Ginbar’s book put my doubts to rest. Although it could have been 
more fluent this book is a very good read for human rights activists, lawyers, judges, 
political theorists, media agents and political practitioners. 

Dr. Murat TUMAY

Honorary Research Fellow 

School of Law 

University of Glasgow
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