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ABSTRACT

THE EU’S ENLARGEMENT TO TURKEY
AND
THE ROLE OF TRANSNATIONAL CAPITAL

REYHAN, KAAN
M.A., Department of International Relations
Supervisor: Assist. Prof. Dimitris Tsarouhas

June 2012

This thesis analyzes the question of how European transnational capital affects the
EU’s enlargement to Turkey. It adopts Neo-Gramscianist critical theory, and it looks
at the links between the applicant states’ compliance with the Copenhagen economic
criteria, the foreign direct investment inflows by European firms, the reports
published by the European Roundtable of Industrialists (ERT), and the decisions
taken by the Commission and the member states. To analyze such links, the thesis
benefits from comparative case study and historical interpretation methods. As such,
it compares Eastern enlargement to the EU’s enlargement to Turkey and analyzes the
ERT’s position on enlargement politics within the historical context. In this way,
this thesis, first, reconfirms the privileged role of the European transnational capital
on enlargement politics. Then, it shows that the ERT was less interested in Turkey’s
EU accession when compared to Central and Eastern European countries. It explains
the reason why the ERT was less interested in Turkey’s EU accession with reference
to the country’s failures to comply with the necessities of Copenhagen economic
criteria and the Customs Union Agreement, and it underlines that the ERT actively
supported Turkey’s accession only when the country started to make progress in line
with the ERT’s policy recommendations. In this way, the thesis suggests that one of
the reasons why Turkey has not been admitted to the EU relates to the apathy of the
ERT towards Turkey’s accession.

Keywords: Theories of EU Enlargement, Eastern Enlargement, Turkey, Neo-

Gramscianism, Transnational Capital, the European Roundtable of Industrialists

(ERT), Copenhagen Economic Criteria, FDI inflows



OZET

AB’NIN TURKIYE’YE GENISLEMESI
VE
ULUSASIRI SERMAYE SINIFININ ROLU

REYHAN, KAAN
Yiiksek Lisans, Uluslararasi liskiler Boliimii

Tez Danigsmani: Yrd. Dog. Dr. Dimitris Tsarouhas

Haziran 2012

Bu tez Avrupa’daki ulusasiri sermaye sinifinin AB’nin Tiirkiye’ye genislemesi
sirecini nasil etkiledigini aragtirmaktadir ve bu konuyu incelemek ig¢in Neo-
Gramscianist elestirel yaklasimi kullanmaktadir. Bu baglamda, aday iilkelerin
Kopenhag ekonomik Kkriterlerine uyumu, Avrupali firmalarca gergeklestirilen
dogrudan dis yatirimlar, Avrupa Sanayicileri Yuvarlak Masasi’nin (ASY M) raporlari
ve Komisyon ile iiye devletlerce alinan kararlar arasindaki iligkileri mercek altina
almaktadir. Bu iliskileri saptayabilmek i¢in karsilagtirmali olay incelemesi ve tarihsel
yorumlama yontemlerini kullanmaktadir. Bu dogrultuda AB’nin Dogu Avrupa
genislemesi ile Tiirkiye’ye genislemesini karsilastirmakta ve ASYM’nin genisleme
politikalari tizerindeki tutumunu tarihsel agidan analiz etmektedir. Bu sayede, bu tez
Avrupa’daki ulusasir1 sermaye sinifinin genisleme politikalar: lizerindeki ayricalikli
rollinii teyit etmekte ve ASYM’nin Tiirkiye’nin AB’ye katilimina Merkezi ve Dogu
Avrupa iilkelerine kiyasla daha az istek duydugunu ortaya koymaktadir. ASYM’nin
Tirkiye’nin katilimimna daha az ilgi gosteriyor olmasini da Tiirkiye’nin Kopenhag
ekonomik kriterlerine ve Gumrik Birligi Anlasmasi’nin gereklerine uyum
saglamakta yasadigi problemlere baglamaktadir ve ASYM’nin Tiirkiye’nin AB’ye
katilimini sadece Tiirkiye’nin ASYM tarafindan ortaya konulan politika onerilerini
yerine getirmesi durumunda destekledigini 6ne siirmektedir. Boylece, ASYM’nin bu
konudaki isteksizligini Tiirkiye’nin hala AB’ye liye olamamasin nedenlerinden biri
olarak gostermektedir.

Anahtar Kelimeler: AB Genisleme Teorileri, Dogu Avrupa Genislemesi, Tiirkiye,
Neo-Gramscianism, Ulusasiri Sermaye Sinifi, Avrupa Sanayicileri Yuvarlak Masas1

(ASYM), Kopenhag Ekonomik Kriterleri, Dogrudan Dis Yatirim
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CHAPTER 1

INTRODUCTION

Since its foundation initially by six European states, the European Union (EU) has
been open to all European states that respect the European values. As such, the EU
went through five rounds of enlargement. In the first round in 1973, it expanded to
Denmark, Ireland, and the United Kingdom. Greece became an EU member in 1981,
which was followed by the memberships of Spain and Portugal in 1986. Austria,
Finland, and Sweden became the members of the EU during the fourth round of
enlargement in 1995. Finally, with the fifth round of enlargement, the EU expanded
to ten Central and Eastern European Countries plus Cyprus and Malta. Today the EU

is expected to reach 28 member states with the inclusion of Croatia in 2013.

However, as we shall see below, EU enlargement started to attract serious theoretical
attraction only with the fifth round of enlargement, which is also known as the
eastern enlargement and big-bang enlargement. Enlargement process that the Central
and Eastern European States (CEECs) and Turkey went through brought in many
questions about enlargement politics of the EU. Why did the EU accept the
membership of the CEECs but not that of Turkey? Why did the EU prioritize the
accession process of certain applicant states over others? How do the decisions

concerning enlargement come about? Is it the Copenhagen criteria or other factors



that affect enlargement decisions? These are the main questions that constituted the

major debates among the theories of EU enlargement.

As we shall see in the second chapter of this thesis, different theories of enlargement
have different answers to these questions. Briefly speaking, Liberal
Intergovernmentalism (LI) tries to explain these questions with reference to
cost/benefits analysis of applicants’ accession to the EU and asymmetrical
interdependence between the EU member states and applicant state concerned
(Haggard et al, 1993; Moravcsik, 1993, 1995, 1998, 2008; Moravcsik and
Schimmelfennig, 2009; Moravcsik and Vachudova, 2003; Nicolaidis, 1993;

Vachudova, 2000, 2001).

On the other hand, the constructivist approaches oppose LI’s cost/benefit analysis by
arguing that there was no economic or security related reason for the disadvantaged
states to accept membership of the CEECs or to prioritize the accession process of
five CEECs over the others in the 1997 Luxembourg Council. Although the
constructivist approaches share these arguments, they are divided into two strands,
especially on the case of Turkey. In answering the above-mentioned questions, a
more popular strand of constructivists underlines Turkey’s differences related to its
compatibility with the common European norms and its compliance with the political
criteria (Avci, 2006; Friis, 1998c; Fierke and Wiener, 1999; Risse, 2004,
Schimmelfennig, 2001, 2004, 2008, 2009; Schimmelfennig and Sedelmeier, 2002;
Sedelmeier, 1998, 2001, 2002a, 2002b, 2005; Sedelmeier and Wallace, 2000). On the
other hand, the latter strand explains these questions with reference to the role of

innate common culture and history (Lundgren, 1998, 2006; Sjursen, 2002).



There are also other theories of enlargement that adopts rather critical perspective on
EU enlargement politics. While Neo-Gramscianist critical approach dominates
among the critical approaches to EU enlargement approach (Atag, 2005; Bieler,
2002, 2005a, 2005b; Bieler and Morton, 2003; Bohle, 2002; 2006; Gill, 1998, 20033,
2003b; Holman, 2001; Sahin, 2010; van Apeldoorn, 2002; van Apeldoorn et al.,
2003; van der Pijl, 2001), there are also two other strands. On the one hand, there are
authors who underline underlines the importance of securitization process behind
enlargement (Higashino, 2004; Smith, 2004; Zank, 2003). On the other hand, there
are other authors that explain the politics of EU integration and enlargement with
reference to the class struggles at nation-level (Bonefeld, 2001, 2002; Carchedi,

1997; and Moss, 2000).

Turkey’s membership process is different from any other applicants’. Turkey’s
relations with the EU date back to 1959, when it first applied for the full
membership. Even if Turkey’s application was rejected, the EU (then the EC) and
Turkey signed an association agreement in 1963, which constituted the institutional
bases of EU-Turkey relations. Unlike other applicants, Turkey signed Customs
Union Agreement with the EU in 1995. However, the candidacy status of Turkey
was recognized only in 1999 Helsinki Summit, and accession negotiations with
Turkey started only in 2005. However, eight chapters of the accession negotiations
have been blocked by the Commission in 2006 until Turkey applies the requirements

of the Additional Protocol of 1970 to the Republic of Cyprus.



Why is Turkey still excluded from the EU membership? Almost all of the theories of
enlargement mentioned above try to account for this question. However, as we shall
see in the section 3.B, none of them provide the necessary theoretical tools to analyze
this question satisfactorily but Neo-Gramscianist critical approach. Neo-
Gramscianist approach considers enlargement as a process in which European
transnational capital, that is the internationally-oriented and globally competitive
European corporations, tries to dominate over subordinate social forces in European
peripheries. Therefore, it argues that enlargement politics is shaped by the interests
of powerful European transnational corporations gathered around the European

Roundtable of Industrialists.

Although there are some authors applying Neo-Gramscianism to analyze the case of
Turkey (see, Atag, 2005; Sahin, 2010), their studies did not analyze how European
transnational capital affected the membership process of Turkey. In fact, while ilker
Atag’s study did not go much further than only plotting the differences and
similarities between the CEECs to Turkey from a Neo-Gramscianist perspective
(Atag, 2005), Sevgi Balkan Sahin’s study looked at the effects of global and national
capitals in privatization politics in Turkey (Sahin, 2010). Since there is no study
based on Neo-Gramscianism to analyze the reason why Turkey has been excluded

from EU membership, this thesis will try to find an answer to the following question:

How does European transnational capital affect Turkey’s accession to the EU?

Here, in a similar fashion with Neo-Gramscianists, the term European transnational

capital refers to the transnational corporations whose production facilities go beyond



nation-states unlike the export-oriented corporations whose production facilities are
still located at the nation-level. Similarly, it considers the European Roundtable of
Industrialists (the ERT) as the major representative of European transnational capital,
which is interested in applicants’ compliance with the necessary economic criteria
more than the political ones. Also, in this paper, Turkey’s EU accession covers the
period after 1959 when Turkey first applied for the full membership, which was
followed by Ankara Agreement of 1963 that aimed at preparing the country for

membership.

Defined as such, the preliminary answer to this question from a Neo-Gramscianist
perspective is that European transnational capital plays a very crucial role in
enlargement politics by affecting the decisions of the Commission and the member
states. In the case of Turkey, European transnational capital was less interested in the
accession of Turkey to the EU due to the country’s failures to comply with necessary
economic criteria and policy recommendations by the ERT. The ERT became
dissatisfied with Turkey’s compliance with the obligations of the Customs Union
during mid-1990s, which might account for separation of Turkey’s accession process
from that of the CEECs in the Luxembourg Council in 1997. The ERT became more
interested in Turkey’s EU accession only after the economic reform process
following 2001 crises and election of a liberal government in Turkey, which is
thought to explain the opening of accession negotiations in 2005 while Turkey’s
failures to keep its promises to the ERT is thought to lead to the ERT’s apathy after
2006. In this context, it is mainly argued that being most influential actor in
enlargement politics, European transnational capital did not try to promote Turkey’s

membership and this is why Turkey has not become a member of the EU yet.



Conducting a research on this question and finding support on the preliminary
answer stated above is important for four major reasons. First, by answering the
question above, this thesis will try to provide a neo-Gramscianist reading of EU’s
enlargement to Turkey, which is lacking in EU enlargement literature. Secondly, by
showing how European transnational capital is involved in enlargement politics, the
answer to the question above is also expected to bring in a new dimension to the
question why Turkey has been excluded from the EU membership. Thirdly, since the
answer to the question above will test the validity of Neo-Gramscianism in the case
of Turkey’s accession to the EU, it will have implications for broader debates among
the theories of enlargement. Finally, since the research on the question above will
highlight the reason why Turkey has been excluded from the EU membership, it
would also have a practical benefit. Although whether Turkey should become an EU
member is a normative question, if the preliminary answer above is supported in this
research, then the policy-makers in Turkey can be advised to get in a stronger
relationship with the European transnational capital in order to achieve EU

membership.

In analyzing the above-mentioned question, this thesis will apply comparative case
study and historical interpretation methods. A comparative case study on the eastern
enlargement and EU’s enlargement to Turkey is necessary because there are three
major similarities between the two cases. Both the CEECs and Turkey applied for
membership at similar times. So, the conditions that the EU faced in considering the
membership of both were the same. Secondly, both were subject to same

membership (Copenhagen) criteria. They needed to involve in strict political and



economic reform processes. Finally, the European Roundtable of Industrialists
(ERT), which is considered as the major representative of the European transnational
capital, actively has been involved in enlargement politics only in these two cases. It
is only on these two cases that there is enough data to conduct a comparison. Also,
there are two interrelated differences between the two cases, which are expected to
account for Turkey’s exclusion from the EU membership. The first one relates to
their differences in complying with the Copenhagen economic criteria. And, the
second one relates to the existence of Customs Union Agreement between the EU
and Turkey, an agreement which cannot be found in enlargement process of other
applicants. Turkey’s failure to comply with the requirements of both Copenhagen
economic criteria and the Customs Union Agreement is expected to explain the

reason why Turkey has not been admitted to the EU.

Historical interpretation will also be used to analyze how the reforms undertaken by
applicant states affected the position of European transnational capital on those
states, which can be interpreted from the publications of the ERT, and how the
position of European transnational capital then affected the positions taken by the
Commission and the member states. The analysis of the reforms of the applicant
states, the publications made by the ERT, reports published by the Commission and
the decisions made by the member states would say nothing by themselves without

any interpretation within a historical order.

In order to provide such an analysis, the Chapter 2 of this thesis will first conduct a
literature review, in which the theoretical assumptions and empirical findings of LI

and the constructivist approaches will be analyzed. Chapter 3 will present the Neo-



Gramscianist critique of these theories, which will be followed by a general
assessment of all theories of EU enlargement to show why Neo-Gramscianism is
considered to provide the necessary tools to explain the case of Turkey. Then, it will
present theoretical assumptions of Neo-Gramscianism and its application to the
eastern enlargement in order to define the theoretical framework to be used for

analyzing the case of Turkey.

Chapter 4 will present the comparison of enlargement processes of the CEECs and
Turkey. After comparing the two cases by looking at the link between the applicants’
compliance with the Copenhagen economic criteria based on Commission’s reports
and FDI inflows to those countries as an indicator of the position of European
transnational capital, it will compare the two cases by looking at the link between
position of European transnational capital on an applicant concerned based on ERT
reports and the Commission and member states’ decisions on that applicant. Showing
the link between European transnational capital, the Commission and member states
and the link between the reforms adopted by applicant states and position of the ERT
on those applicants, the chapter will finally look at the case of Turkey in-depth to
explain why European transnational capital was less interested in the accession of
Turkey to the EU when compared to the CEECs. Since the ERT’s power in affecting
Commission’s and the member states’ decision would be already highlighted, this
chapter will also provide a new dimension to the question why Turkey has not been
admitted to the EU. Finally, Chapter 5 will first present the summary of the findings

of this research and then will highlight its implications of the findings.



CHAPTER 2

THE THEORIES OF EU ENLARGEMENT

As mentioned in the introduction chapter, even if the EU has gone through five
rounds of enlargement, the theoretical study of EU enlargement politics was lacking
until the end of Cold War. Thus, the literature on EU enlargement politics started to
attract theoretical attention seriously with EU’s enlargement to Eastern Europe. Since
enlargement can be seen as the EU’s most powerful foreign policy tool and since the
admission of new members might necessitate certain institutional reforms, the
widening and deepening of the EU has been frequently studied together. Therefore,
there is a strong link between the theories of EU enlargement and EU integration.
Still, even if there are theories that are common to studies of EU integration and
enlargement, EU enlargement literature hosts theories that are specific to it.
Therefore, the focus of this chapter will be on those theories that deal specifically

with enlargement politics of the EU.

Liberal Intergovernmentalism is an enlargement theory that unites neo-functionalist
and intergovernmentalist theories of EU integration. Andrew Moravcsik (1993, 1995,
1998, 2008; Moravcsik and Schimmelfennig, 2009; Moravcsik and Vachudova,
2003) has built this approach since early 1990s, and he applied it to explain the

politics of enlargement. The main tenet of this approach is that decisions of each



member state are driven majorly by their economic interests, and reflect the harmony
of interests of all domestic groups while final decisions reflect the outcomes of
intergovernmental bargaining process. Even if LI is adopted not much by others (see,
Friis, 1997, 1998a, 1998b; Haggard et al, 1993; Nicolaidis, 1993; Vachudova, 2000,
2001), it should be thought as the most dominant approach in the literature as others

have emerged by making a case against it.

As such, constructivist theories constitute the greatest challenge to LI, which might
be divided into two strands: the right-based and value-based approaches in Asa
Lundgren’s terms (Lundgren, 1998). The former emphasizes the importance of
compliance with the European norms by the applicant states and of the speech acts
(Avci, 2006; Friis, 1998c; Fierke and Wiener, 1999; Risse, 2004; Schimmelfennig,
2001, 2004, 2008, 2009; Schimmelfennig and Sedelmeier, 2002; Sedelmeier, 1998,
2001, 2002a, 2002b, 2005; Sedelmeier and Wallace, 2000) while the latter strand
underlines the importance of kinship values between member states and the
applicants as the defining factor on decisions about enlargement (Lundgren, 1998,

2006; Sjursen, 2002).

While the LI and the constructivist approach that underline the role of common
norms are the more popular theories of EU enlargement, there is another theory of
EU enlargement: Neo-Gramscianist critical approach (Atag, 2005; Bieler, 2002,
2005a, 2005b; Bieler and Morton, 2003; Bohle, 2002; 2006; Gill, 1998, 2003a,
2003b; Holman, 2001; Sahin, 2010; van Apeldoorn, 2002; van Apeldoorn et al.,

2003; van der Pijl, 2001). Its major argument is that decisions taken by member

10



states on enlargement mainly reflect the interests of transnational capital that is

economically quite powerful across Europe.

In addition to Neo-Gramscianism, there are two different strands in critical
approaches to the EU. However, these approaches do not directly deal with EU
enlargement and they have been limited in terms of analysis of certain cases. The
first strand underlines the role of broader and constructed security interests in
enlargement politics and the possibility of spillover from joint security interests to
pooling sovereignty in other fields of politics at the EU level. It considers
enlargement as a securitization process, which would lead to further integration at the
EU level (Higashino, 2004; Smith, 2004; Zank, 2003). The second strand can be
labelled as Open Marxism in Andreas Bieler’s terms (Bieler, 2005b). This approach
is mainly used to explain European integration process but also enlargement politics
with reference to the role of national forces of capital and class struggle at national

level (Bonefeld, 2001, 2002; Carchedi, 1997; and Moss, 2000).

Since this thesis will apply Neo-Gramscianist critical approach to find an answer to
the question of how and why transnational capital affects EU’s enlargement politics
to Turkey due to the reasons that are mentioned in section 3.B, this literature-review
chapter will try to make an in-depth analysis of only LI, the constructivist and critical

theories of enlargement.

2.1- Liberal Intergovernmentalism
As a variant of rational-institutionalism, LI is the most dominant approach to EU

enlargement politics. It is a grand theory that encapsulates liberal, realist, and

11



institutionalist theories of IR within a single ‘rationalist framework’. It combines “a
liberal theory of national preference formation”, “intergovernmental theory of
bargaining and a “new theory of institutional choice stressing the importance of

credible commitments” (Pollack, 2004: 148).

To begin with the liberal theory of national preference formation, LI advocates that
the preferences of actors are defined by bargaining processes among affected actors.
In this way, LI differentiate from realism and intergovernmentalism, which assume
that state interests are pre-given and security-driven (see, Hoffmann, 1964 and 1966).
According to LI approach, although states are rational unitary actors, their foreign
policy preferences on issues related to economics are issue-specific and reflect a
harmony between states’ macroeconomic policies and the interests of domestic
interest groups (Moravcsik, 1993: 481). Moreover, these interests are assumed to
reflect “primarily the commercial interests of powerful economic producers” and
“secondarily the macro-economic preferences of ruling governmental coalitions”
(Moravcsik, 1998: 3). Security concerns and ideational factors, on the other hand, are

thought to play trivial role vis-a-vis economic interests (Moravcsik, 1998: 38).

In the eastern enlargement, since enlargement is a more economy-related policy
field, “... preferences of national governments regarding European integration have
mainly reflected concrete economic interests rather than other general concerns like
security or European ideals” (Moravcsik and Schimmelfennig, 2009: 70). Therefore,
member states were expected to, and indeed, made foreign policy decisions that
reflected a harmony between the interests of influential economic actors and their

own macro-economic preferences (Moravcsik, 1998: 3).

12



However, since the costs and benefits were almost equal in the eastern enlargement,
the effects of security concerns are also visible in member states’ enlargement
decisions. Thus, security concerns also exerted, though still less than economic
interests, influence on the decisions (Moravcsik and Schimmelfennig, 2009: 70). For
example, according to Moravcsik (1998: 428), the reason why France preferred
integration over enlargement was majorly economic. Capital liberalization in
Germany with further integration would work in favour of the business and finance
groups in France. However, geopolitical concerns were also influential in France’s
preferences since by integrating reunified Germany into the EU, France hoped to
control the rising power of Germany, and by opposing enlargement she aimed at
preventing a situation where would-be eastern members would ally Germany against
France’s interests as Germany had closer relations with these countries. On the other
hand, the UK preferred enlargement over integration as its economy would
experience deeper inflation due to further capital liberalization, which was against

the preferences of its domestic interest groups.

On the other hand, some geopolitical factors were more economy-related in essence.
For example, geographical position of the applicants relates to economics more than
security concerns since countries bordering the CEECs expected to increase cross-
border trade and capital movement (Moravcsik, 1998: 26). In fact, except for Italy
and Greece, which had agriculture-oriented economies that would be negatively
affected by the enlargement, all the bordering countries preferred to accept the

CEECs’ membership to the EU (Moravesik and Schimmelfennig, 2009: 81).

13



In terms of assumptions about how decisions are taken at international level, LI is
quite similar to Intergovernmentalism. Both assume that policy decisions are end
products of intergovernmental bargains among states, where no international
institution could threaten the sovereignty of nation-states. The increasing power of
the European Commission does not mean that member states are now superseded by
supranational entities as they are still obstinate in their sovereign powers (Hoffmann,
1966). Accordingly, states join international institutions also for constraining and

controlling each other (Moravcsik, 1998: 9).

Furthermore, as Frank Schimmelfennig (2004: 81) notes, Moravcsik argues that
“[t]he more domestic issues become the subject of European politics, the more the
state is able to use its traditionally strong autonomy in foreign policy to control the
domestic agenda ...”. In fact, international institutions might prevent opposition from
domestic politics to governments’ foreign policy actions while increasing
international monitoring of their actions (Moravcsik, 1998: 73-74). So, from LI
perspective, institutions like the EU cannot be seen as entities beyond states, as many
neoliberal institutionalists and neo-functionalists would argue, but as tools to further
promote the interests of member states. Moreover, it is not supranational
organizations or business groups but more powerful states that majorly define the

outcomes of international bargains.

In this way, LI provides a two-track bargaining theory. While states’ foreign policy
preferences are derived from a domestic bargaining process, international outcomes
emerging as a result of the interplay of these preferences and then the choice of

institutions are derived from bargaining among states and depend on the
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“asymmetrical interdependencies” between and “relative bargaining power” of them
(Moravcsik and Vachudova, 2003: 45-46). That is, states that expect to gain more
from the cooperation tend to sacrifice more on the negotiation table (Moravcsik,
1998: 476-479). Yet, this does not mean that weaker states simply accept whatever
more powerful states offer. From LI perspective, they also gain from the institutions
not only because transaction-costs are reduced and information-sharing increases but
also because they can be compensated through concessions and side-payments in
other issues. Therefore, the bargaining power of a state does not only depend on its
material capabilities but also on the intensity of its preferences until which making

sacrifices are still more advantageous (Pollack, 2004: 142).

In the eastern enlargement, intergovernmental bargaining was between member
states and the CEECs on the one hand, and among member states supporting and
opposing enlargement on the other hand. In this bargain, the CEECs had a relatively
weaker bargaining power since the collective GNP of all CEECs amounted to
approximately 3-5% that of the EU-15 and since they had a more intense desire for
enlargement than member states despite the heavy costs associated with it
(Moravcsik and Vachudova, 2003: 6). Moreover, “whereas the share of EU exports
and imports of the total foreign trade of the candidates rose to between 50 and 70 per
cent in the 1990s, their share of EU foreign trade remained below 5 per cent”
(Moravcsik and Schimmelfennig, 2009: 82) Thus, not only had the CEECs needed to
comply with the Copenhagen Criteria and the acquis communautaire, they were also

forced to accept unequal terms of agreement.
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Despite the inequality and heavy costs associated with the enlargement, the applicant
states were still eager to pay the bill for enlargement ... precisely because the basic
benefit offered to them—membership—is of such great value” (Moravcsik and
Vachudova, 2003: 52). In fact, for the applicant states, entering the EU meant an
increase in foreign direct investment (FDI) to Eastern Europe (Bevan and Estrin,
2000:785) and long-term total gains ranging from 23 billion to 50 billion Euros
(Baldwin et al, 1997) as a result of rising “output and growth rates by stimulating
entrepreneurship, investment and technology transfers” (Dyker, 2001). Moreover, the
political cost of a failure to get EU membership was huge: being left behind by other
Eastern European countries and being unable to use the EU as a bulwark against the
old communist regime and newly-emerging nationalism (Grabbe, 2001: 8). To
achieve this end, the applicant states were expected to bear the costs of enlargement
until a point where the costs were still lower than the benefits, and in fact, the CEECs

did so (Moravcsik and Vachudova, 2003: 44).

The same logic also explains member states’ preferences: if enlargement satisfies the
economic interests of a member state, then it would support enlargement. However,
as we shall see in the next section, according to the constructivists, LI fails to prove
this argument. According to them, the costs of enlargement were higher than its
benefits for some members that accepted enlargement. Also, once the CEECs were
given membership rights, the bargaining power of the CEECs and the number of
member states would increase to a degree that might cause a gridlock in EU
institutions in integration. Moreover, member states were expected to face a security
threat as the rate of immigration from Eastern to Western Europe increase in a way

that leads to unemployment in the West. Finally, it is argued LI cannot stand for
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prioritization of five CEECs (the Czech Republic, Estonia, Hungary, Poland, and
Slovenia) over others (Bulgaria, Latvia, Lithuania, Romania, Slovenia) in the 1997
Luxembourg Council. Thus, the critics argued that there must be another reason

other than material interests behind member states’ decisions.

These arguments seem to be outdated as Andrew Moravcsik and Anna Vachudova
(2003) provide an explanation for why member states preferred to accept
membership. They basically argue that the economic benefits of enlarging eastwards
were still higher than its costs for member states. The eastern enlargement “... will
open new markets for EU products and investments while saving the money and
blood that would be expended otherwise in the event of further economic upheaval
and war (Vachudova, 2001: 96). In fact, according to Baldwin et al. (1997), while
the estimated cost of eastern enlargement amounts to only 8 billion Euros, the gain of
member states from it is estimated to be 10 billion Euros, and according to Heather
Grabbe (2001: 2) the eastern enlargement was expected to provide the EU with 100

million new costumers and creation of new jobs.

Moreover, in response to Ulrich Sedelmeier’s claim that that no internal reform had
been realized to prevent institutional gridlock after the decision to start accession
negotiations (2002a: 3), Moravcsik and Vachudova (2003: 3) argue that the
admission of the CEECs was not supposed to cause any gridlock in EU institutions
because the CEECs do not speak in single voice and cannot form another block of
member states against the interests of more powerful member states. In addition,
contrary to concerns about immigration, LI argues that the admission of the CEECs

was expected to bring in a better control of illegal immigration. According to
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Heather Grabbe (2001: 4), “... full access to the single market will provide
opportunities that will keep central European workers employed in their own
countries” while EU business groups might make profit from cheaper work-force by
making investments in Eastern Europe. Furthermore, LI provides an explanation for
the prioritization of five CEECs over the others by arguing that the progress that
these CEECs achieved in realizing economic reforms was much higher than the
remaining, with whom accession negotiations started upon their success in economic
reforms (Vachudova, 2000: 64). In this way, LI could explain the member states’

preferences through economic interests against all the critiques by the constructivists.

The third and final theoretical assumption of LI relates to the types of institutions
states would prefer in response to the outcomes of intergovernmental bargains.
Rejecting the federalist assumption that member states build European institutions
for creating the United States of Europe, LI offers its own explanation based on
rational-choice institutionalism. As Moravcsik (1998: 9) says, “[g]overnments
transfer sovereignty to international institutions where potential joint gains are large,
but efforts to secure compliance by foreign governments through decentralized or
domestic means are likely to be ineffective”. That is, nation-states would accept to be
constrained by international institutions only if there is a high potential for common

gains and risk of being cheated is alleviated.

Applying this logic to the EU, it is argued that member states tend to transfer some of
their power to the European institutions if they think that doing so would bring in
remarkable common gains while other member states are prevented from cheating

and free-riding. However, according to the constructivists, the change in member
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states’ institutional preference from association agreements to full membership
agreements with the CEECs contradicts with this argument as the costs of
enlargement was higher than its benefits and association agreements had already
provided the most optimal setting for all member states (Schimmelfennig, 2001: 48;
Sedelmeier, 2001: 20). According to them, neither member states in favour of
enlargement nor applicant states had a sufficient bargaining power to force others to
accept the enlargement. The applicants’ interests were almost totally depended on
EU membership, for the member states in favour of the enlargement, the gains from
allying with the applicants were less than the gains from allying with the member
states opposing enlargement. So, there is no cost/benefit analysis that could explain

the change of institutional choice from association to accession agreements.

LI also accepts that the costs and benefits of enlargement would be different for each
member state and interest groups. For example, member states specialized in steel,
textile and agriculture sectors were expected to be negatively affected by the eastern
enlargement while Germany is expected to have the lion share —one third of the total
gains from enlargement (Grabbe, 2001: 23). Also, poorer member states like Greece,
Spain and Portugal, which benefit from the EU funds most, were expected to lose
much of their shares in these funds. If this is the case, then it begs the question why

the disadvantaged states did not veto enlargement (Sedelmeier, 2001: 13).

The answer lies in intergovernmental bargains that took place between the
disadvantaged and advantaged states. As Vachudova (2001: 93) argues, the
disadvantaged member states had two strategies: they demanded either an increase in

the size of funds in a way to maintain their current portions or measures that would

19



provide existing member states a greater share in funds than the new member states.
Since the major contributors to these funds, Germany and the UK, did not accept to
pay more for the EU budget, the negative effects of enlargement were compensated
through safeguard measures in areas like regional and agricultural aids (mainly the
CAP) and Structural and Cohesion funds. This shows that LI can account for how
and why the members and applicants choose and change the institutional links

among each other by intergovernmental bargaining.

Having analyzed the major theoretical tenets of LI, it is now time to look at how it
considers the role of transnational capital on enlargement politics. For this purpose,
we need to focus on national preference formation and domestic bargaining
processes because LI argues that interest groups, be they international or domestic,
can exert influence on foreign policy decisions on enlargement through national
governments. As argued above, in policy issues that have economic repercussions,
states’ preferences at international level reflect a harmony between primarily the
interests of economically powerful groups within the society and secondarily states’
macroeconomic policies (Moravcsik, 1998: 38). Interests of influential business
actors are taken into account in issues related to economics because states’ decisions
at domestic and international level have direct effects on them. They want nation-
states to promote their interests abroad while they do not want to pay any cost due to
states’ foreign conduct. And, enlargement is a policy field where economics is
involved more than politics (Moravcsik and Schimmelfennig, 2009: 70). Therefore,

powerful business actors try to affect the decisions of the states dramatically.
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However, the role played by powerful interest groups even in the policy-fields
related to economics, from LI perspective, should not be exaggerated. First of all, the
interests of powerful economic groups are just the one among three factors that affect
foreign policy decision-making. As Moravcsik (1998: 18) argues, foreign policy
choices of member states “... responded to constraints and opportunities stemming
from the economic interests of powerful domestic constituents, the relative power of
each state in the international system, and the role of institutions in bolstering the

credibility of interstate commitments”.

Secondly, the interests of powerful economic groups are promoted at the
international level by nation-states, not by themselves. Nation-states’ foreign policy
decisions, even in economic policy areas, reflect the interests of majorly but not only
these groups. Rather, the interests of powerful economic groups constitute the
primary concern in national preference formation where the interests of all interest
groups (be they small or big) are taken into account. In fact, that would be wrong to
assume that business interests prevail in national preference formation since even in
economic policy issues, national preferences reflect a balance between producer and
taxpayers’ interests (Moravcsik and Schimmelfennig, 2009: 70). Thus, while it is
assumed that national governments make foreign policy decisions in a way “to
secure commercial advantages for producer groups ...”, these decisions cannot be

viewed as mere dictations by powerful economic groups (Moravcsik, 1998: 38).

Finally, international outcomes are defined by negotiations among nation-states,
which act as the unitary and rational actors at the international arena. In Pollack’s

words, LI assumes that “major intergovernmental bargains ... were not driven by ...
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transnational coalitions of business groups, but rather by a gradual process of
preference convergence among the most powerful member states” (2004: 142).
Therefore, business groups need nation-states as unitary actors to aggregate interests
of all individuals and interest groups in society and support their interests at the
international level (Moravcsik, 1998: 22-23). As argued above, nation-states are
expected to reflect the interests of powerful economic groups at international level so
long as economic issues are concerned. However, in some cases where the economic
interests of these groups are in conflict with broader macroeconomic or security
policies of national government, national government might use international

circumstances as a leeway against certain domestic interest groups.

To summarize, LI provides an analysis of the eastern enlargement by applying two-
track bargaining process to it. In this two-track bargaining, process transnational
capital, which refers to ‘powerful economic groups’ or ‘producer groups’ in LI
jargon, is assumed to play a role only at the first bargaining process at domestic
level. Even in this process, it is assumed that they can affect national preferences
mainly in economic policy areas such as EU enlargement. However, while LI
provides a detailed explanation for the intergovernmental bargaining at international
level, it fails to make a detailed analysis of how national preference for or against

enlargement is formulated within a given member state.

2.2- The Constructivist Approaches
The major point which unites different constructivist approaches is their common
position against the assumptions of LIl. Many constructivists accept that LI

successfully explains the initial decisions of member states to conduct association
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agreements with the CEECs based on rationalist cost/benefit calculations. Agreeing
with LI on this very basic point, the constructivist approaches do not only compete
with but complement LI (Schimmelfennig, 2001: 62; Schimmelfennig and
Sedelmeier, 2002; p.508). Despite their complementary position, the constructivist
approaches differ from LI with respect to their norm and value based ontologies, and
argue that LI is not capable of explaining the reasons why member states went
further to accept the membership of CEECs and why they prioritized certain CEECs

over the others in the 1997 Luxembourg Council.

However, when it comes to answering these questions, the constructivists do not
speak in one voice. The constructivists underlining the importance of common
European norms (Friis, 1998c; Fierke and Wiener, 1999; Risse, 2004;
Schimmelfennig, 2001, 2004, 2008, 2009; Schimmelfennig and Sedelmeier, 2002;
Sedelmeier, 1998, 2001, 2002a, 2002b, 2005; Sedelmeier and Wallace, 2000)
underline the importance of speech acts and legitimacy concerns either based on
common norms and values or on collective EU identity. On the other hand, the
constructivists underlining the importance of innate values disagree with the idea that
states decisions are driven by states’ legitimacy concerns based on norms or identity.
Instead, they denote the importance of moral concerns and kinship values in

explaining enlargement decisions (Lundgren, 1998, 2006; Sjursen, 2002).

To begin with the constructivists’ critique against LI, they disagree with LI as they
assume that the very interests of the actors in international arena are ... the products
of intersubjective structures and social interaction”, and thus they are not pre-given

but shaped and reshaped by international institutions ... structured by
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intersubjective cognitions and norms” (Schimmelfennig, 2001: 58). As we have
seen, according to LI, international institutions are simply tools for further
promoting member states’ interests. But, based on arguments put forward by
Bartnett and Finnemore (1999), Katzenstein (1997), and Weber (1994), it is argued
that “[t]he origins, goals, and procedures of international organizations are more
strongly determined by the standards of legitimacy and the appropriateness of the
international community they represent than by the utilitarian demand for efficient
problem-solving” (Schimmelfennig and Sedelmeier, 2002: 510). Accordingly, using
the concepts of James March and Johan Olsen (1989, 1998), it is assumed that
international institutions lead decision-makers to follow a logic of appropriateness
instead of a logic of consequentiality as rational institutionalists assume (Risse,
2004: 163; Schimmelfennig and Sedelmeier, 2002: 508). While actors following
logic of consequentiality are expected to seek to promote their interests through
institutions (or sometimes being constrained by them), actors that follow logic of
appropriateness are expected to follow the common rules of community as they seek
to act righteously. On the other hand, the other strand of constructivism that
underline the role of innate values argues that it is not the notion of universal rights
but moral values specific to European identity that affects member states’ decisions

(Sjursen, 2002: 502).

In eastern enlargement context despite its material costs, member states accepted
enlargement, the constructivists underlining the role of common norms underline,
since norms and rules of institutions necessitated so and since states pay more
attention to the rightfulness and appropriateness of their decisions than the costs

(Schimmelfennig, 2001: 58). According to the constructivists underlining the role of
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innate values, member states accepted enlargement as there was a moral, “kinship-
based duty” to save the CEECs, which had long been conceived as a “kidnapped”

half of the Europe (Sjursen, 2002; p.505-506).

Still, the constructivists do not ignore the importance of economic interests totally.
For example, as Schimmelfennig (2001: 62) argues, it is the self-interests of actors
that define their initial preferences, and actors interact with each other based on these
preferences. Yet, this interaction is directly affected by socially constructed ideas,
values, and norms that define the broader international community which they are
member of. Thus, for constructivists, final decisions do not come as an outcome of
pre-given state interests as they are sidelined by European norms, the collective

identity, or by security threats, which are socially constructed.

Having seen the common stance of constructivists against rationalist approaches, we
may now analyze the two constructivist strands in more detail. To begin with the
strand that underlines the importance of common European norms, it looks at
enlargement by examining how community culture and norms exert influence on its
constituent members. In the EU context, “[a]pplicants and members ‘construct’ each
other and their relationship on the basis of the ideas that define the community
represented by the international organization” (Schimmelfennig and Sedelmeier,
2002: 513). So, the bargaining between members and applicants do not take place on
the basis of material interests but of rightfulness of states’ demands in accordance
with community norms (Friis, 1998c: 3). So, norms, used by states to provide

legitimacy to their arguments, on the one hand play a constraining role in realization
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of self-interests, but on the other hand help strengthen actors’ bargaining position

(Schimmelfennig, 2001: 63).

Similarly, this strand considers states sharing similar values and norms as a part of
the same community and that any state sharing these norms can join its institutions.
That is, “[t]he more an external state ... shares the values and norms that define the
purpose and the policies of the organization, the stronger the institutional ties it seeks
with this organization and the more member states are willing to pursue horizontal
institutionalization with this state” (Schimmelfennig and Sedelmeier, 2002: 513). In
the EU context, this strand argues that “... the EU will be ready to admit any
European state that reliably adheres to the liberal norms of domestic and
international conduct” (Schimmelfennig, 2001: 59). Here, with the exception of
Lithuania, the selection of five CEECs (Czech Republic, Estonia, Hungary, Poland,
and Slovenia) over other CEECs (Bulgaria, Latvia, Lithuania, Romania, Slovakia) in
the Luxembourg Council in 1997 is explained through the different levels of sharing
common norms of the EU such as respect for human rights, rule of law, and
democracy, a working market economy, and compliance with acquis communautaire

and politique. (Schimmelfennig, 2001: 61).

Common norms and speech acts are also used to explain why some negatively
affected member states accepted to move from association to accession agreements.
The eastern enlargement was threatening for certain member states. For example,
enlargement would decrease the share of Ireland, Portugal and Spain in EU funds
while the stability in the Eastern Europe would not matter to them due to the

geographical distance (Sedelmeier, 2002). Also, including Greece, their share in
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Common Agricultural Policy (CAP) and other structural funds would sharply
decrease. For France, there was the risk of immigration and rising competition in
agriculture. In addition, Germany’s bargaining power might increase relative to
France as the new members were likely to side with Germany (Schimmelfennig,
2001). The reason why these states accepted enlargement cannot be explained by
intergovernmental bargaining because “... the CEECs did not possess the bargaining
power ...”, and “... the proponents of eastern enlargement (Britain, Denmark, and
Germany) were in a clear minority and could not credibly threaten the more reluctant
governments ...” (Schimmelfennig and Sedelmeier, 2002: 521). According to
Schimmelfennig (2001: 73) they